5698 HOUSE HEALTH, EDUCATION & S8OCIAL SERVICES



frustration and was feeling overwhelmed by the problems they
faced as they attempted to sustain health services for

community residents.

The University of Washington team recognized that the number
and range of problems facing a typical community such as
Seward, in today"s threatening environment, could only be
addressed successfully 1f a more comprehensive strategy was
developed. The underlying tenet of the Community Health
Services Development strategy is that substantial change 1in
failing rural health services can only be accomplished by
mobilizing broad community healt . leadership and public

support for these changes.

Four objectives of the Community Health Services Development

strategy are:

1. To design a community health system to meet the

individual community®s needs.

A major proposition of the CHSD strategy is that the
community rural health system should be constructed to
meet the needs of the population it serves, 1including
the large segments of rural communities that lack
access to basic health care services because of

financial, cultural and geographic barriers. In order



to accomplish this objective, we work with the
community to determine the health needs of the Ilocal
population and to develop a mix of services to meet
those needs. This often means expanding the range of
services available, since they have often atrophied for

unnecessary and i1diosyncratic reasons.

To improve the Ffinancial stability of Jlocal health

institutions.

A major intervention is tj provide thorough financial
and managerial review of rural hospitals, nursing homes
and clinics, and make specific recommendations on how
to improve financial management ond general

administrative leadership.

To 1increase community utilization of and satisfaction

with local health services.

A common problem in many rural communities is that the
population is ambivalent about the quality rf services
provided locally. Local services are often perceived
as unavailable or inferior, and a substantial portion
of the population seeks health care outside the local
area. This has the perverse effect of becoming a self-

fulfilling prophecy when a shrinking market share and



falling utilization undermine the ability of health

care personnel and 1institutions to sustain services

that are in place.

4. To enhance local community leadership

effectiveness.

A common denominator in many rural communities

inadequate or dysfunctional community leadership.

often communities have no mechanism for 1identifying,

energizing and engaging Jlocal health and community

leaders an effort to improve local health care capacity

and quality. Rural hospital boards are often weak,

unaware of their need to serve as a conduit

community participation in shaping Blocal health -care

systems. Many important components of rural

communities are uninvolved or disaffected,

communication and teamwork among community [leaders,

hospital leadership, local physicians and other health

providers is often more fractious than functional.

The r—imunitv Health Services Development Process:

Once a community agrees to participate iIn the CHSD process,

there are three major phases:

1. Community Analysis:



2.

The issues discussed above regarding Seward wert
identified through an extensive and careful analysis of
the community health services. This analysis includes:
a community market survey, mailed to each household in
the service area to document satisftaction and
utilization by local citizens? an exhaustive analysis
of the financial, management, and organizational
systems of institutions (hospital, nursing home, etc.);
a needs assessment documenting health care strengths
and weaknesses from interviewing 30 to 40 leaders in
each community? and a demographic profile of each

community.

From this thorough and objecfeie study, the primary
strengths and problems 1iIn the community health care
system are clearly identified. This includes not only
financial, personnel, and market share problems but
also quality, performance, teamwork and leadership
issues. In most communities, this 1is the Tirst time
these issues have Dbeen both comprehensively and

honestly documented and described.

Hospital and community-wide health services planning:

The above information becomes the raw material for a

strategic planning process which usually involves both the



hospital (first) and the entire spectrum of community health
services. This planning process necessitates broad
community participation. The plan should reflect the
optimal menu of health services that the community needs,
and the steps to address the problems that have been

identified.

It is iInstructive here to illustrate some of the major goals
that were part of Seward®"s initial strategic plan.

They included:

To achieve a financial position for the community
hospital that will insure long-term stability and
enable the hospital to meet the challenges of a

dynamic health care environment.

To maintain and 1Improve the market position of
Seward General Hospital throughout the east Kenai

peninsula.

To demonstrate Ileadership, through the hospital
trustees and administration, to provide,
integrate, and coordinate human services in the

east Kenai peninsula.

To maintain an environment iIn which i1ndividual



employees and others associated with Seward

General Hospital can achieve maximum equality.

To develop maximum 1integration and collaboration
among the major health care providers in the
community including the physicians, hospital,

nursing home and mental health services.

To develop a community health insurance plan to
retain maximum health care dollars and patient

services within the community.

To improve the quality of pharmacy and mental

health services.

These goals included many sub-tasks to effectively address

the problems outlined earlier iIn this document.

3. Implementation:

Every effort is made by health care and community leaders,
in collaboration with University of Washington/AHEC staff,
to aggressively implement the changes reflected in the
strategic plan. This requires clear delineation of
responsibilities, diffusion of responsibility to a wider

range of community participants and leaders, clearly



delineated timelines, and commitment to an ongoing planning

cycle each year for both the hospital and other community

health services.

Major outcomes of the CHSD strategy:

A rigorous two-year evaluation of the SIX initial
communities, including Seward, is currently underway. This
evaluation 1involves repeating most parts of the community
analysis. Quantitative 1iInformation regarding changes in
market share, public satisfaction levels, etc. 1Is not yet

available.

However, 1in hospital financial status, a number of changes
have already been documented as a result of tbe CHSD model.

The more important outcomes include:

1. A commitment by hospital board and admin, stration, as
well as all community providers, to a rigorous, goal-
oriented, problem-solving strategic planning process,
to be re-examined annually. This is a major
accomplishment for hospitals and communities that have
never before accepted the need to plan in order to
insure efficient use of scare resources and to direct

aggressive attention to threats and problems.



2.

3.

5.

12

An improvement in the Ffinancial ™"bottom [line"™ for

Seward General Hospital.

The development of a community problem-solving
organization, thr "expanded core group™, which includes
representation from every element of health and human
services 1In Seward. This group has developed more
effective problem-solving approaches by providers 1in
the community, improved teamwork, and is insuring

better cooperation among the health care providers.

Hospital governance (by board and administration) 1is
markedly improved. Changes have included a commitment
by the board to a planning process, dramatically
increased board confidence and competence, a board
recruitment and development program, streamlined
decision making and meetings, annual planning retreats,
and the enlistment of new community members for
specific expertise. As 1in other communities, this has
been one of the most dramatic outcomes of enhanced

community health leadership.

A hospital marketing plan has been developed to
aggressively address the reasons many residents were
leaving the community for health services. Prenatal

and obstetrical services have been expanded, anesthesia



coverage has been improved and limited surgical
services are now provided at the hospital. The image
of the community hospital has improved through
attention to the buildings, equipment, and their
appearance. Programs to improve the interpersonal
skills, personal appearance, sensitivity, and nurturing
attitudes of personnel have been carried out. The
importance of these efforts cannot be overemphasized
when  the reasons for citizen out-migration are

understood.

6. New community technology including ultrasound and fetal

monitoring equipment has been purchased.

7. A new hospital management iInformation system has been
instituted, and numerous management and financial

systems changes have been implemented.

8. A more coordinated and functional physician recruitment
strategy has been developed by the community, with
excellent cooperation between the medical staff and the

hospital.

9. Al expanded range of physician specialists 1is now

coming to the community to provide services locally.



10. Improved cooperation between the hospital and nursing
home has been achieved, and an effective nursing home

administrator recruited.

11. The community 1is exploring the development of a
community health 1insurance plan to maximize the use of
local dollars and develop incentives for local

utilization of health services.

The above accomplishments are iImpressive. They represent
constructive changes across the entire spectrum of community
health services, and they also reflect u rate of change that
certainly exceeds that which existed before the CHSD

strategy was implemented.

In summary, general outcomes from the CHSD strategy in all

participating communities include the following:

a. A systematic, comprehensive approach to strengthening
health care which includes system-wide planning, change
on multiple fronts, more openness to outside
facilitation and assistance, and greater peer group
accountability.

b. Improved syst™*- performance including enhanced
community and health care leadership, improved

teamwork, improved morale and optimism, and an



expansion of the scope of health services available

locally.
C. A structure for the future which 1Insures continuing
planning and problem-solving, a future-oriented

attitude, and a willingness to continue to use outside

resources to augment community skills and leadership.

In summary, Seward®"s experience has mirrored our experience
in approximately 20 communities to date. Although some
health care problems in rural communities will continue to
be wvexincr due to the small population size and limited
resources, ..a overall perspective of the CHSD strategy Iis
that only with a community-driven approach 1involving broad
health care and community Uleadership can many communities
hope to sustain, let alone expand, the health services
available to their residents. We believe at this time, even
without the data from the Rural Hospital Project evaluation,
that this process is far more effective than the crisis
oriented, fragmented responsess that many rural communities

have historically utilized.

The partnering of community leaders with outside
facilitators and consultants has proved to be a powerful
team to address the complex issues fTacing rural communities.

@
At a very modest cost per community (considering the overall



expenditure of health care dollars annually in a community),
we believe that our experience with the CHSD strategy has
shown that rural communities themselves are the most
effective resources to stablilize their health services,
rather than relv primarily on external saviors and

solutions.

1219ch.doc



ALASKA STATE LEGISLATURE

While m Ketchikan While inJuneau

32 Arant Street P.0. Box V
Ketchibn.AK 99001 Jureeu, AK 9811
Q7-225-9675 07-465-3743
Al 29,1990

MEMORANDUM
To: Representative Johnny HIs, Chair

House Health, Education and Social Services Committee
From: Senator Lloyd Jones
Subj : SB 326 -Health Planning Grants

Thank you for hearing Senate Bl 326.

SB 326 establishes a health planning grant program in the Department of
Health and Social Services for community health care planning. The hill
sbased on a model grant program established by Dr. Bruce Amundson
of the University of Washington. Dr. Amundson was also instrumental in
establishing a health planning grant for the City of Seward. Attached Ba
position paper written by Dr. Amundson, which gives background on the
model program. Also included for backup are:

e Revised fiscal note and analysis

e Summary of the il

= Written testimony and letter of support
e Case study

As you know from our work with the Governors Interim Commission on
Health Care, one of the Commission”s serious concerns was the state’
inebility to put together eirther a long or short term health care policy.

As state revenues dwindle, so will state support formuch needed health
care failitiesand programs. This bill allows local decision making
regarding the future of health care programs and fecilities at the
community leel.

Ihope you will support thishill and joinme incross-sponsorship. Fyou

have any questions regarding this hill, please feel free tocall me or
Glenda Carino of my staff.

Mulct e Saxnun e Kct-hiLin e Mocr. Chuck <« Wrangell « IYtcrvFurvi < Kuprr._mol



SCHOOL O* MLDICINt

February 16, 1990

TO: Alaska State Senate Finance Committee

FROM: Peter J. House
Associate Director (Acting)
Office of Rural Health
University of Washington

RE: Senate Bill 326

I am writing this memo to you as TfTollow-up to my testimony
before the Senate Finance Committee on February 1, 1990. As
you know from my remarks of a few weeks ago, the purpose of
the Office of Rural Health at the University of Washington
is to help rural communities stabilize their health care
systems. We believe that Senate Bill 326 is consistent with
our purpose, and for that reason we would like to reiterate
our support for this legislation.

First let me answer the question concerning the need for
community-based planning. One of the central fTindings of
our work (starting in 1984 with the Rural Hospital Project
and continuing today with the Community Health Services
Development Program), 1is that the fundamental factor
destabilizing rural health care systems is the Tfact that
significant portions of local populations seek health carc
ser/ices outside their community when those services are

available in the local community. This out-migration
damages the financial viability (and ultimately the
availability) of local health care services. A corollary

finding is that the communities themselves hold the key to
stemming this outflow of patients.

Senate Bill 326, we believe, adopts (and sets aside funds
for) a process that will empower communities to develop
strategies to stabilize their rural health care systems.
Our experience, working with communities utilizing an
approach like that supported oy Senate Bill 326, shows a
history of communities progressing from desperate
circumstances to well ordered strategies leading to amazing

improvements of the health care resources in their
communities.

Letter of Support
KNOW. OF MIWCINI OftIck. OF



February 16, 1990
Page 2

Another aspect of the need for planning concerns the

necessity of state financing of the work. Most rural
communities lack the resources to get a project like this
started. In communities with hospitals, nursing homes, or

other health and social services organizations, chances arc
that the administrators or the boards simply don"t have the
time to undertake the comprehensive approach as outlined in

Senate Bill 326. In communities without such organizations,
there is a near certainty that there is no one in town with
the skills and the tine to lead such an effort. We have

found well organized projects (led by the state and
utilizing consultants), as envisioned in Senate Bill 326, to
be an effective and efficient approach to the problem.

Assigning resources to community-based planning can avoid
the expenditure of Tfunds on more expensive strategies.
Hasty, underfunded planning projects are the kind that
produce simplistic yet, all to often, expensive solutions to
health care problems. In our experience with applying this
approach to over 20 communities since 1984, only rarely have
community groups come up with 1initiatives that bore large
capital price tags. The more elegant and effective
strategies have often been iInexpensive. So, for that

reason, spending money on some solid planning now can save
wasted capital dollars later.

I understand that certain portions of my testimony on
February 1 were difficult to hear and 1 accept that as a
hazard of testifying by telephone. My hope is that by
placing my comments in this written format 1 will be able to
strengthen the testimony 1 have already made to you. We at
the University of Washington, are '"true believers”™ in the
community-based approach to stabilizing Ilocal health care

systems and we urge you to move Tforward with the enactment
of this i1mportant legislation.

Thank you, an. please call me or my associates if we can be
of further assistance in providing testimony or
documentation to support Senate Bill 326.

PJH:sb
2-16ala.mem



TONASKET, WASHINGTON
A CASE STUDY

demographic Profilo

Population - Community 1,000
Population - Service Area 9. 000
Hospital Size
22 Beds
Providers
4 M.D.s

2 Mid-Levels

- N H i I -
Distance to Nearest Hospita 23 Miles

Economic Base
Agriculture
Timber



CASE STUDY OF A RURAL WAMI COMMUNITY

health care problems

Tersistent primary care physician
shortage.

F_ragiile_hos ital financial status
(including $650,000 in warrant?;).

Weak hospital board.

Substantial outmigration for most
health services

Substantial weaknesses in-+
hospital management & financial
systems (i.e., massive AR, no
management information
system).

Lack of community awareness of
fragility of hospitaland health
system.

Lack of toamwork among major
providers.

Highest percentages of
unco_mPensated care of any state
hospital.

Timber-dependent, economically
depressed environment.

U ffIRYENImS AND RESULTS

Successful recruitment 0? two
additional family physicians

Dramatic change in hospital
financial status.

Establishment of hospital district
and tax levy.

Construction of new 70-bed
nursing home.

Restructured, educated, effective
noard.

Increased utilization data (i.e.,
hospital occupancy).

Additional medical specialty
consultants coming to
community.

Addition of new technology (US
and shared CT).

Marketing program targeted at
weakest Utilizers.

New computer-hased MIS.

Contract for financial expertise.

Revamped billing and collection
policies.

Creatjon of a community health
care foundation.

Weekly sehes of article on health
Issues’in local newspaper.

Explicit help with conflict
resolution and development of
consensual goals.



north valley HOSPITAL

Financial Status Before and After
Rural Hospital Project

12JL1 1986

Income From
Operationsl (2X0,004) «,7U 414j1,, a

Net Gain/Loss?2 Nan_.774,7~38,5,8 555,253 U 3 (995

short-term debt)

1 Income (loss) from operations

2 operating Margin plus non-operating revenue
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The Department of Health and Social Services 1i1s authorized

to contract with an appropriate agency, educational

institution or organization to carry rut the purpcse*of this

legislation. An appropriate contracting entity would be one

with experience and demonstrated success iIn community

health services development, in rural Alaska./ This entity

P
would have responsibility for community selection and

allocating monies to carry out the work



University of Washington Correspondence

INTERDEPARTMENTAL

SCHOOL OP MEDICINE
OFFICE OF THE DEAN
REGIONAL AFFAIRS, XF-01

April 18, 1989

TO: Attendees, House Health, Education and Social
Services Committee Conference on Financing Health
Care fTor Alaska®"™s Uninsured and Underinsured

FROM: Bruce Amundson, M-D.
AHEC Associate Director for Community Health Systems

SUBJECT: A PROGRAM TO MAINTAIN RURAL HEALTH CARE DOLLARS
IN COMMUNITIES THROUGH THE DEVELOPMENT OF
COMMUNITY-BASED HEALTH PLANS

A large proportion of rural communities in the United States are
experiencing threatened or actual deterioration of their health
services. The rural hospital, traditionally the core of the
rural health care system, 1is currently the weakest link 1iIn the
elements that comprise that system in many communities. However,
a broad and vexing array of other problems are simultaneously
confronting communities. These 1ssues have been carefully
documented by recent studies and community-based intervention
efforts at the School of Medicine at the University of
Washington.

The belief is widely held among state and national policy makers
and some rural leaders that many or most rural communities cannot
afford to sustain any but the most rudimentary health services.
Our research, however, does not support this pessimistic
assumption. Through studying a sample of communities we have
demonstrated for the TfTirst time that more money 1iIs already being
spent for health services in each community than is required to

support the entire existing health care system. The TfTollowing
1985 data illustrates this finding:



Page Two

Community Community Community

A B C
Money expended for health care
by or on behalf of all
service area residents
(i.e. private 1insurance,
Medicare, Medicaid, etc.) $18,715,268 $8,906,050 $8,130,605
Revenue needed to support
basic health services (i.e.
hospital, home health, mental
health budgets, gross M.D.
revenue) $ 9,791,327 $4,635,539 $5,268,737
Available "surplus” $ 8,923,941 $4,270,511 $2,861,868
The conclusion 1b obvious: rural communities appear to have more
than enough money to sustain their services that money can be
kept iIn the communities. Community insurance plans (i.e., PPOs)

can provide iIncentives and organizational frameworks to keep care
local and manage patients that Jleave to obtain services not
provided in the community.

The situation, in Alaska

Current developments in Alaska regarding health care costs have
created special concern. Whille health care costs are spiraling
across the country, the increase iIn iInsurance rates in Alaska has
been particularly high, Tforcing insurers to increase premiums
as much as 40% or decrease benefits. It appears that unless we
are able to control health care costs, health insurance and
health care will become unaffordable for many more people in the

Experience with Community PPOs 1, .our Region

Substantial iInterest has developed in the northwest region in the
idea of community-based insurance plans. First, they are a way
to keep insurance premium expenditures and out-of-pocket payments
in the community, supporting the very important primary care
system. Second, the development of community boards with broad
representation including hospitals, physicians, community
leaders, and major employers, provides a structure wherein the
predominant goal of maintaining and strengthening community
health services can be supported by all interested parties.
Third, this community non-profit corporate structure provides an
unprecedented vehicle for communities to regain control and
ownership of their health system, including the dollars. Fourth,
there 1is preliminary, but fascinating, evidence that utilization



Page Three

may be wore effectively controlled from within the community
(because people know each other and this network can be
effectively wutilized for utilization, monitoring and review) ,
than any other utilization process to date.

At least four community-based health plans are operational 1iIn the
WAMI region. With the assistance of the Rural Hospital Project
at the University of Washington and Blue Cross of Washington and
Alaska, the Seward community 1is currently developing such a plan.

BA: dm
0110BADR
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HOUSE COMMITTEE REPORT

Sate Referred: March 23,

Date of Committee Action:

The HESS Committee considered:

CS SENATE BILL NO.

"An Act
certain children

relating to
transferred

RECOMMENDATIONS:
[ ] be replaced with

[ 1 have attached amendment(s)

[ do pass

[ 1 do not pass

[ 1 no recommendation

[ 1 individual recommendations

[ 1 additional referral to

ADOPTS:

ATTACHES NEW FISCAL NOTE(s):
(Dept)

[ 1 fiscal impact

[ 1 zero fiscal note_

1990

332 (SA) am

records of missing children;

FURTHER REFERRALS:
/ FINANCE

1/Sn/ 70

C3SB 332(SA)an

FLAGGING RECORDS OF MISSING CHILDREN

and to records of

as students."

[ 1 the same title
[ 1 a new title

the Committee

letter of iIntent

APPROVES PREVIOUS:
(Date/Dept)

[ ] Ffiscal

fiscal

note(s)
note(s)

[ 1 zero fn/analysis

X 1 zero

SIGNING:

(Check approp. column)

Chairman®s Signature
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STATE OF ALASKA BILL VERSION: CSSB.332 CSA) (b)

1990 LEGISLATIVE SESSION PUBLISH DATE. 3/14/90__
FISCAL NOTE
REQUEST;
Revision Date: Agency Affected:  Public Safety
T%Ihe_id Flagging. Records of Missing BRU: © Alaska State Troongrs ~
ildren
Sponsor, — Sentator Uenlina. etc. Component.  Oetachment iT.C.T.B.

Requestor:  Senate HESS

EXPENDITURES/REVENUES:  (Thousands of Dollars)  (Inflation not Included)
OPERATING FY a1 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-
CAPITAL -0- -0- -0— -0- -0- -0-
REVENUE -0- -0- -0- -0- -0- -0-

FUNDING:  (Thousands of Daollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-

FEDERAL FUNDS
OTHER/PROG RCPT

TOTAL . 0- 0- 0- 0 0- 0-
POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS:  (Attach a separate page If necessary)
No significant fiscal Impact upon the Department of Public Safety Is

anticipated.
Prepared by: Francis C. Allan Phone: 269-5691
Division: Alaska State Troopers Date: QXZQ1/5Q
Approved b% Ccmmlssloner: — sArthur English Oate:
Agency: ecart"ent of Public.Safe*; Page— LofJ—



BIU. VERSION: CSSB 332 (SAWa)

STATE OF ALASKA
PUBUSH DATES/ 14/90

' 1990 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:

Revision Data: . AFgency AfTocted: Health & Social Services
Title: Relating to rocordrpf missing children 'BRU.

Sponsor: Senator Uohling Components:
Requestor,

OPERATING FY 91 FY92 FY93 FY94 Y 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT

LAND & STRUG URES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 001 0.0 0.0

| CAPITAL
REVENUE

FUNDING: AThousands of dollars)
GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separata «r>ge if necessary)
FY90 s “0*.

Propared hy: Katherine Kelley, Director e : Phone:  465-3090

Division: Public Health Date:

Approvod t( Cortmmioner: MKra M. Munsonf  n  yIQ Date:
Agency: Depoitment of Health and Soool Sorvscos  *

Distribution (b?é. preparer).
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agencyfies) Page 10l 1



Senator Rick Uehling

Downtown, F.Imodorf, Northeast Anchorage
Co—Chairman. Omate Finance Committee
Intermatiaal Trade & Tourism Committee

Memorandum State Affairs Comittee

March 26, 1990

To: Representative Johnny Ellis
Chairman, House Health Education
and Social Scrvic nimittee
From: Senator Rick Uchhrfg

Co-Chairman,, Semite finance Committee"*
m

Subject: CSSB 332 (State A/fairs), an act relating to records of
missing children; and to records of certain children

enrolled or transferred as students.

I would appreciate your assistance in scheduling SB 332, an act
relating to records of missing children, and to records of certain
children enrolled or transferred as students, for a hearing before the
House Health Education and Social Services Committee at the earliest
convenient date.

This bill represents an effort to aid law enforcement agencies trying
to locate missing children and reunite them with their families. This
legislation will insure that the records of missing children are flagged
at their schools and the Bureau of Vital Statistics so that any effort to
gain copies of the records will alert law enforcement agencies. The
measures mandated by this bill arc not costly and will generally
assist public and private agencies locking for children that have been
separated from their families.

SB 332 has been endorsed by two major national organizations
working on the missing children problem, Child Find of America, Inc.
and the National Center for Missing and Exploited Children. Letters
from these organizations are included for your files.

I"tt BOX X.JI MM . XK'«*ll»WTidfcX-I»Jl Jill Hi. *§15. X M IItIKM .1, \k W50J(<»7i 5*.Ti,0



In response to recommendations from the Departments of Public
Safety and Health and Social Services | proposed, and the Senate
State Affairs Committee adopted, a Committee Substitute for SB 332.
I believe the changes made iIn the proposed CS are positive and add
to the effectiveness of this legislation. The changes tighten up the hill
and prevent unproductive paper shuffling between the Department
of Public Safety, the Bureau of Vital Statistics and Alaska schools.

Please (10 not hesitate ® call on Mike Abbott of my staff if there is
additional information that would be of assistance to you.



Backup m aterials for S B 332, Missing Kids

1D December 1, 1989 letter from Child Find of America. Inc
endorsing SB 332

2) January 23, 1990 letter from National Center for Missing and
Exploited Children endorsing SB 332



[d

i i CHI LD FIND
F AMERTITCA INC.®

0
IR PO BT NP R EEHE bEC 15 1989

December 1, 1989

Senator Rick Uehling
PO Box V
Juneau, AK 99811

Dear Senator Uehling:

I am pleased to offer my support for your senate bill to provide
for the flagging of school records of missing children.

Because most abducted children eventually are put in school,
tracking the movement of school records is a proven tool in the search
for missing children. Your bill requiring notification of the
Department of Public Safety when the transfer of school records is
requested would be an expeditious way to make even better use of this

tool.

Thanks for your efforts on behalf of this important issue. IT we
can be of further assistance in support of your bill please do not
hesitate to call on us.

Caroiyn £ogg
Executive Director

CZ/jrm

cc: State Senator Charl< 1 D. Cook, R-40
Assemblyman Maurice D. Hinchcy, Jr., D-101
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The Honorable Rick Uehling
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

January 23, 1990

Dear Senator Uehling:

The National Center has recently received a copy of S.B. 332,
entitled "An Act relating to records of missing children; and to
records of certain children enrolled or transferred as students.™
This office was pleased to assist you in the development of this
legislation. The National Center for Missing and Exploited C
hildren strongly supports this type of legislation.

IT we can be of any further assistance, please do not hesitat®
to call on us.

Sincerely,

Paulette L. Stevens
Legislative Specialist

703/235-3900
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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 left In the Tfiles.
Mary Van Nimwegen

-5/3 "*3/

H H fc s's * fath o

fa HESs 5/7/70



HOUSE COMMITTEE REPORT

Sate Referred: January 26, 1990 FURTHER REFERRALS:

FINANCE
Date of Committee Action: 37*7/7(0
The HESS Committee considered: SB 334 fefd ami
SENATE BILL NO. 334 (efd am) MEDICAID WAIVERS FOR HOME-BASED SERVICES

"An Act directing the Department of Health and Social Services to seek

permission to use options and receive waivers under the Medicaid

program for the cost of home or community-based services for

developmentally delayed children, developmentally disabled persons,

disabled adults, and older Alaskans; directing other agencies to assist

in that process; and providing for an effective date."

RECOMMENDATIONS: [ 1 the same title

be replaced with [ 1 a new title

have attached amendment(s)

do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
I S ADOPTS: letter of iIntent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS:
(Dept) (Date/Dept)
C fiscal i1mpact_ fiscal note(s) //dVvfo Q
zero fiscal note ] zero fTiscal note(s)

zero with analysis_ ] zero fn/analysis



‘Jgm Alaska State Legislature

SENATE

O fflciut Business P-0* Box
State Capitol

Juneau, Aluska 99811

P_ fc 1"

MEMORANDUM

TO: Representative Johnny Ellis

*

FROM: Senator Jay Kerttulai™tJJ\v/

SUBJ: Senate Bill 335 - i
Health Maintenance Organizations

DATE: April 17, 1990

Senate Bill 335 is based on the National Association of
Insurance Commissioners® Model Act for Health Maintenance
Organizations. Alaska is one of two states which have not
enacted the NAIC model act or similar or related legislation.

Senate Bill 335 would provide a specific licensing,
incorporation, and regulatory scheme for health maintenance
organizations. HMOs provide for basic health care services on
a prepaid basis and have characteristics of both an insurer
and a health care provider. Thus, membership in an HMO can be
purchased by either an individual or an employer as a form of
health care insurance, or health care in an HMO can be paid
for by a traditional 1insurance policy such as Blue Cross or
Aetna. The lack of an Alaska statute which regulates HMOs 1is
a barrier to the development of HMOs in Alaska. State
regulation is also necessary in order to ensure the protection
of Alaska residents from insolvent HMOs. There are no HMOs in
Alaska at this time, although there have been HMOs in Alaska

in the past.



Representative Johnny E llis
April 17, 1990
Page Two

Medical costs are soaring — health care now takes up 11
percent of the gross national product and it is anticipated to
rise to 18 percent of the GNP by the year 2,000. HMOs provide
both good medical options iIn terms of preventative medicine
and a mechanism for containing costs. As an example of
perceived costs savings resulting from HMOs — the federal
administration has proposed reducing medicaid premiums by $60
per month for beneficiaries who join an HMO.

Attached is iInformation on Senate Bill 335, relating to
Health Maintenance Organizations. SB 335 is currently in the
House Rules Committee. I think this bill is needed. It has
the dual benefit of encouraging preventative health care and
containing costs. The bill 1s supported by the administration
and has 0" fiscal note.

I urge your support of Senate Bill 335.

JK:kh
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DESCRIPTION OF THE MAJOR PROVISIONS OF

CS SSSB 335 (FINANCE)

1. Requirements for Certificate of Authority: Senate
Bill 335 requires that a list of conditions be met -
including demonstration of financial solvency -- prior to

issuance of a certificate of authority. The bill also lists
specific items of information that must be included within an
application, and allows the department to acquire any other
information that may be found necessary in the future.

2. Coordination with the Department of Health and Social
Services: The nature of an HMO is that it is both an insurer
and a health care provider. Therefore, both the Department of
Commerce and the Department of Health and Social Services have
an interest in the quality of an HMOs® operation. Senate Bill
335 requires that a copy of the application be forwarded by
the Director of Insurance to the Department of Health and
Social Services within 10 days after its receipt. Within 60
days after the Commissioner of Health and Social Services
receives a copy of the application, he or she makes a
recommendation; and within 30 days after that recommendation,
the Department of Commerce either "issues or denies”™ a
certificate of authority.

3. Solvency anf Limits on Investments: CS SSSB 335
(Finance) would require a deposit of the greater of 10 percent
of an HMOs®" estimated expenditures for health care services
for its first year of operation, twice its estimated average
monthly uncovered expenditures for its first year of
operation, or $250,000. The model act would have required a
deposit of the greater of 5 percent of an HMOs® estimated
expenditures for health care services for its Ffirst year of
operation, twice 1ts estimated average monthly uncovered
expenditures for its first year of operation, or S100.000.
The larger deposit which would be required under the CS is
viewed as necessary to ensure that Alaska consumers will be
protected from insolvent HMOs. The larger deposit is not
viewed as an insurmountable barrier to the development of
HMOs, since the deposit is only increased for the TfTirst year
of operation — after that the deposit requirements under the
CS mirror the requirements under the model act (two percent



for the second fiscal year, three percent for the third fiscal
year, TFTour percent for the fourth fiscal year, and four
percent thereafter.) The deposit requirements do not apply if
the HMO has a net worth of $1 million without buildings, or $5
million with buildings, or some alternative formulas are met
which demonstrate similar financial stability. Finally, the
HMO must have and maintain a "capital account of at least
$100,000" 1in addition to any of the deposit requirements.

4. Governing Body; Senate Bill 335 requires that the
governing body of an HMO be made up of at least one-third
""consumers who are substantially representative of the
participants.”™ The sponsor substitute also requires that the
HMO establish advisory panels so that enrollees would have an
opportunity to participate in matters of policy and operation.

5. Dual Choice: Senate Bill 335 requires that each
employer in the state, whether public or private, having 25
employees or more '"shall make available to its employees or
members the option to enroll™ iIn an HMO. Mandatory dual
choice is viewed as necessary to make an HMO financially
viable in Alaska. In addition, Tfederal medicaid regulations
require that there be an dual choice requirement before they
will provide medicaid reimbursement to an HMO. Under Senate
Bill 335, an employer is not required to pay more Tfor employee
health benefits than he or she would have been required to pay
if not covered by the bill.

Senate Bill 335 also mandates, that the option of
enrollment in an HMO should first be submitted to a bargaining
unit, 1f the employees are members of a collective bargaining
unit. If the option is approved by the bargaining
representative, the option of enrollment shall then be made to
each represented employee. This language mirrors the federal
regulations.

6. Form Filing and Rate Approval: Senate Bill 335
includes a mechanism for the approval of "an evidence of
coverage." The bill provides that the HMO file the Tformwith

the Division of Insurance 30 days before it is to be used.
The form is considered approved unless the director has
affirmatively approved or disapproved the form within the 30
day period.

7. Complaint System : Senate Bill 335 contains a
detailed section requiring that the HMO establish and maintain
a complaint system.



8. Powers of an HMO: Senate Bill 335 has a section
listing the powers of an HMO, and lists prohibited practices.
The bill also limits the amount of money that can be recovered
from an HMO from a participant who was not entitled to receive
certain services to the actual cost of providing the health
care service. Senate Bill 335 also provides a window of 10
days in which a participant who has just signed up with an HMO
can return the agreement and demand a refund.

9. Taxation: Senate Bill 335 provides that an HMO is
to be taxed and shall Tfile reports as an authorized insurer.

10. Other Provisions: Senate Bill 335 contains a
section iImposing fiduciary obligations in the handling of
money by an HMO. The bill also provides that health care
services must be provided by appropriately licensed health
care providers.



1090 TESISLATAVE 5100 UBLISHOATE. 2128150
REQUEST. FISCAL NOTE
QUEST:

Revision Date Agency Affected: Commerce A Econ. Dev.
Title: . An Act relating .to Health :
aintenance Orgam?anons B% Insurance

Sponsor Sen. Kerttula Compooena o 0 pch IM L

Requestor :Spnafp lannr * fnrranprrp

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY95 FY 96
PERSONAL SERVICES

CTUAL
SUPPL
LRNDASTRUCTURES

GRANTS. CLAIMS
MTVTTIINFntIS

TOTAL OPERATING 0 0 0 0 JL -

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS
OTHEFLQ

POSITIONS:
FULL-TIME 0 0 0 0 0 n

PART-TIME
TEMPORARY
ANALYSIS :  (Attachasep«e pageirnectssgy) No fiscal impact In FY 90.

No fiscal Impact on the division.

Preparedby:  Joan Brown, Administrative Officer hone:

Division:~_ Insurance ate; Peb?lfef’rﬁs?l 199Q

Approved by Commissioner: ~ Larry MercuHpffs w Dam -
Agency: Department of Commerce & ECONOMIC opup onmpnt. B

D|str|but|on b¥ preparer):
|

Le Islative Finance Changes

Leg|slat|veSponsor have no fiscal impact,

Requenor fiscal note is appropriate.
OﬁlceOfMana entandBUdget Projections of no fiscal impact
mpaCIEd gen%y EJ) w -tia continue through 19%. page.

3712D-2/01199Ch
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Model Health Maintenance Organization Act

Tkble of Contents.

ection 1. h?rt.T.itIe

ection 2. Derinttl

SE{SH . Sstggjllc% 8% of IHealth nAalntenance Organizations
ection 5. Powers.o eajt ﬁ/ﬁam?enance (Sralanlzatlons

SSHSH Bl e{{A'r anmnme

8&}8“ Z wHe CE 0 8$verage ana Charges for Health Care Services
ection 1. nfgr alaa{o Enrollees

S

ection 13. roﬁ [ﬂ 10 /i ainst Insolvency

ection 14. Prohipited Practice

ection 15. Requlation ot Agents

ection 16. Powers of. Insurers and (Hospital and Medical Service Corporations)
ection 1/, Examinations

onservation og eaWh Maintenance Organizations

ection 18. on.or Revocation of Certificate of Au
ection 9. enp%) fltauon quulganon or%

ection 20. 8%1” ?

ection 21. Inistrative Procedures

ection 27.
ection 23. enalt|es d Enforcment
ection 24. tatuto%? nstructlonFangIR at|onsh| to Other Laws

ection 25. Sa ocumen

ection 28. entialit f ? ation

ection 2/. Commlssmne {ho”%/1 ntract

8% igﬂ u%&“ htlon 0 ontro ofor er erof a He It aintenance Organization.
ection 30. Severahi [1|ty

Section 1. Short Title.

This Act may be cited as the Health Maintenance Organization Act of (insert year).
Introductory Comment.

he r|3|n costo he thser |ces rcent ears.h Ied rnentda en nvateo a |zZe*
o s an e |sIa Ive % eI osee Ierna VeS to ona medical deliv r}/s ste |cn
Wi nr VI mpro ea carea . ,0Wer cost, enanceor anizatjon dsacon
CePg[ht nien a}% \;g elved mu attention as one meanst roug an Improvement in delivery

Shortcomings of Existing Health Care Delivery System
The health ca delivery s as it is now constituted present severaI roblem F t ma
eoprea[)etén w rY?\eath care ?nthe neeée pﬁiﬁnte ormte é ﬁ ?rl%/
erpcan VI mtotreesbareas gaa areas of t countr the a| ility 0
caiin e[mso qanJX Jnano an a ||e |3|nae ae b venwhe 3|C|ans
nurses, clinics a[gd ospit Is cce53| e 10 [[) or oc rl( rPO
E] a‘PFW r]t lac tran tatl%n eo raC|a [rIers |n onven ours e}

i egtpegaerg IS ava| ean acces It may not eco |nuo at is. a sihqle a|e

erson with a ont|n var| Hems rather as a sin
Pl nali aaacﬂnaaaa?niy e
organization td assuret ellveryo ealth care
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Medical Care Foundations

A variation of }he HMO conce t is seen in some medrcal caye foundatjons. Although mdrvrdual
foundatrons ditfer %reatl etail, a founda lon_tor medical care IS usuall?/ sponsored and
or :inrze a county of state n}edrc&r soclety. The membership consists of physicians who
apply to and are accepted by the toundation.

Those medijcal care foundatiops which can be c?nsrdered as a variant ofthe HMO concept, often
contract with an insurer or other Frepayment plan (e.g,, hospital or medrca ervrce corporatrons)
to ﬁrovrde coverage meetrng certaip minimum critefia consistent with cerver?/ ﬁua lit
medica) care. The insurer ¢ IIects the premiums, promotes, markets, and underwrites t

%ram The enrollee may seek ysrcran servrces ‘flom any member of the foundation who then
Ils either the insurer or the foundation, not heenrollee AIthou%h such brIIrn%s are on a fee-f or
Service basrs the amount charged the enroflee is fixed andgre a) wrthoutreg rd to the number
ortype ofservrces used. The fo}undatrone tablrshes some form of peey review {0 monrtornotonly
thelevel of chardes but alsg Y e ang quality of care rendered Since the amount of income
does not var wrhthenumberor ypeofservrce rovided, incent|ves exrat to marntarncosta a
as low a level as possible, However unlike the HMO concept described above, even though physi-
glan services are prepaid from th epaérenhs ylewpoint, from the Ph siciaps' viewpoint, the fee-
for-service practice s maintained. Under t efederal HMO Act, this type of organization s called
an Individual Practrce Assocratron Type HMO.

The Seed for State Authorizing and Regulatory Legislation

From 1970 to 1973, r]he ia%mrnrstratron and committees jn both houses ofCon%resss pent much
trmT anal zrn% the maintenan organrzatron alte]rnatrve In connection with national
health instran eand federal assistance billsfor HMQ's. This analysis resulted in the enactment
of thefederal HMO Actin 1973. Smcet en, thenumberofhealth maintenance arganizations and
the num er of HMO enrollees has rown rapid g Prior to 1972, however, few states had a
statu or%/ framework tarIored to the Pervrsron f health maintenance or anrzatrons Charter-

licensi (P; contract and rate rg ation, and othersugervrsron was bei %carrre out under
ge eral Insufance laws hospr aI an medrcal servrce corporation statutes, ot ersgecral statues,
rnotat aiL Because the HMO is a unjque t ﬁ or?anrza on, manZ Provrsron of such srate
laws were mapp licable hrgn y restrictjve or ro ibitfve to the formation and operation of an
HMO. Therefore, in 1972 AJC adopted the Model Health Maintenance Organization Act
which accommodates the unrque features of HMOQ's.

Purpose ofa State Model Bill

The model bill clearly authorrzes the establishment and operation of

sions in pther laws which are ma%proprrate to HMO's ae rendered inapplicable ApPro riate

?hrants of authorrty are established to enaple the HMQ's to fulfjll the function envisioned for
esametrme however, t epublrc ha vital mterest In thefscall sound ffrcrent

and ethrcal operation of HMO's, As is | ecasewrth insurance and hospr fa me |ca servrcg

corporatigns. HMQ's are “af ectedwrth the puhlic interest." Regulatory sa P ards dovetaile

to the unique nature of HMO's are essentral Thus, the purpose of this'm ill'is twofold.

HMO's. ?strrctrve Erovr-

First, it attemPts to provide a legal framework enabling thg organization and functronrng
HMQ's of a wi e variety mcIuﬂrn those based upon the'me |§al care founda,tron orindivi u
ractrce association concept. The [egal envrronment Is designed to permita h IP egree o

|brlrtg No one form ofor%anrzatronoronet?{geofmodus ogerandr IS reérurred nsﬁeadt e H

concept.can he refmed an sub{ected 0 furt rexperrment tion. Second, the model bill atempts

provrde a re uaton¥ monitoring system not ony fo Rrevent or remedy abuse, but also to
gslsrst n he ture inprovement and development of this alternative form of a health care
elivery system,

Of course, it is aIso Possrble that he statutes of a given State are presently broad enou%h
allow oPeratron of at least certain types of HMQ'S and provide the compiissioners wit ag
Proprraeauthorrt to regulate t hem In those states, a bill such as this may bedesrrabemordr
o consolidate an defme more cearl_Y the authorrt for and manner of redulatron of an HMO
However, It may be Rossr le to form HMQ's under e rstrng laws 1n some states before passage of
mrlfrs (tnldleel !aec {\s“ayo and 1t is anticipated that such programs can develop concurrently with'any

430-3.
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Comment. Subsection 16)defines an HM O to be any person that undertakes to provide or ar-
range for at least basic health care services on a prepaid basis. This can achieved either tal
by providing the services directly through physician or other providers actually employed
by the HM O and through hospitals or facilities owned or directly operated by the HMO. or
ibl by contracting or arranging with physicians, hospitals or other facilities to provide such
services. The term "arrange' does not contemplate those traditional arrangements which
hospital or medical service corporations make in conjunction with their prepayment service
plans pursuant to hospital or medical service corporation laws. If it were otherwise, the

traditional hospital and medical service corporation prepayment service plan, by itself,
would be an HMO.

Subsection (2) defines basic health care services. This definition, combined with the require-
ment that an HM O provide for basic health care services in Sections 4121(c) and 16u, :),
establishes a minimum package of health care services which an HM O must provide or ar-
range for. This is intended to assure that the enrollees obtain at least a sufficiently broad
range of services to meet a reasonable amount of their health care needs. At the same time,
however, the definition should not be so broad as to be financially prohibitive to a substan-
tial number of enrollees. Services for mental illness and alcohol and drug abuse are not in-
cluded because they are often not covered by insurance or hospital or medical service plans
and their inclusion would create a competitive disadvantage of HMO's. If a state believes

that such services, or others, should be included as basic ealth care services, all carriers in
the state should be required to offer or cover them.

Since no HM O may function without either a certificate of authority (see Section 3(1) (and
since an HM O must furmsh basic health care services (see Section 4121(c)), no health care
services may be provided or arranged for on a prepaid basis without the minimum package
of basic health care benefits. This serves two purposes: la) it requires the provision of ade-
quate protection and (b) it prevents the avoidance of the applicability ofthe Act by the mere
expediency of failing to meet the minimum package requirements.

In addition, the HM O may furnish additional services, certain limited indemnity benefits
and more comprehensive indemnity benefits. (See Section 5(11(0.) These additional services
and benefits can be put together in any one of a variety of ways. The indemnity or service
benefits might cover such situations as out-of-area emergency services, out-of-area benefits
for dependents away at college, or services which the affiliated providers lack the capacity
to make available. This flexibility in piecing together the package of coverage through
direct and indirect services and indemnity benefits enables an HM O type operation to meet
health care needs in a wide variety of circumstances.

The definition ofan HM O affords wide latitude for different arrangements. This highly flex-
ible approach seems best suited to our diverse and pluralistic society with problems varying
from locality to locality. Flexibility will allow continued innovation and experimentation
with different organizational structures. It may be easier to recruit health personnel if a
number of alternative approaches are available. Consistent with this philosophy is the
absence of any requirement of a minimum number of employees or of a mandate as to
whether or not the HMC should be a profit or non-profit organization. Permitting both
profit and non-profit organizations will broaden the financial and managerial resources
which can be drawn upon in developing the HM O concept.

Subsection 19) defines uncovered expenditures for use in Section 13. These are expenditures
for health care services for which the HMO is at risk. They will vary in type and amount,
depending on the arrangements of the HMO. They may include out-of-area services, referral
services and hospital services. They do not include expenditures for services when a pro-
vider has agreed not to bill the enrollee even though the provider is not paid by the HMO. or
for services that are guaranteed, insured or assumed by a person or organization other than
the health maintenance organization.



V. Kiel RtguUtion Service— M*y 1982

Ik) A description of the complaint procedures to be utilized as required under Section 11:

1> A description of the procedures and programs to be implemented to meet the quality
o f' e&lth carerequirements in Section 411)(b):

im) A description of the mechanism by which enrollees will be afforded an opportunity to
participate in matters of policy and operation under Section 6(2):

In) Such other information as the commissioner (director, superintendent) may require to
make the determinations required in Section 4.

14) la) An applicant or a health maintenance organization holding a certificate of authority
granted hereunder shall, unless otherwise provided for in this Act. file anotice describ-
ing any material modification of the operation set out in the information required by
Subsection 13). Such notice shall be filed with the commissioner (director, superinten-
dent! prior to the modification. If the commissioner (director, superintendent) does not

disapprove within (insert number) days of filing, such modification shall be deemed
approved.

(b) The commissioner (director, superintendent) may promulgate rules and regulations

exempting from the filing requirements of Paragraph (a) those items he deems un-
necessary;

(5 An applicant or a health maintenance organization holding a certificate of authority
granted hereunder shall file all contracts of reinsurance. Any agreement between the
organization and an insurer shall be subject to the laws of this state regarding reinsurance.
All reinsurance agreements and any modifications thereto must be filed and approved.
Reinsurance agreements shall remain in full force and effect for at least ninety (90) days
following written notice by registered mail of cancellation by either party to the commis-
sioner (director, superintendent).

Comment. Section 3 requires the licensing ofan HM O in order to provide health care services on
a prepaid basis. The legal entity, in which the responsibilities imposed by this Act are vested,
serves as the focus of regulatory attention to assure that the consuming public is well served.

Subsection (1) is intended to provide a general override to existing state laws which restrict or
prevent the formation or operation of health maintenance organizations. Among other restric-
tions, existing state laws may:

(1) require approval of a health maintenance organization by a medical society;

(2) require that physicians constitute all or a majority of the governing body of a health
maintenance organization;

(3) require that all physicians or a percentage of physicians in the local medical society be per-
mitted to participate in rendering the services of the organization;

(4) require that such organization submit to regulation as an insurer of health care services;

(5) require that only unincorporated individuals or associations or partnerships may provide
health care services;

(6) prohibit advertising by a professional group for recruitment of enrollees.

Jk.!d f W the gener?lover«-ide provided in Subsection Il). Section 25 specifically provides

iSfifa uui? spr and medical service corporation law and certain other provi-
smns do not apply to HMO s. Furthermore. Section 6 specifically provides that any parsons

whether or not providers of health care services, may serve on the governing body. There is no
body requireraent a3 t0 the °PPropriate composition of the membership of the governing
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icl The health maintenance organization will effectively provide or arrange for the provi-
sion of basic health care services on a prepaid basis, through insurance or otherwise,
except to the extent of reasonable requirements for co-payments;

id) The health maintenance organization is financially responsible and may reasonably be
expected to meet its obligations to enrollees and prospective enrollees. In making this
determination, the commissioner Idirector. superintendent) may consider:

1i) The financial soundness of the arrangements for health care services and the
schedule of charges used in connection therewith:

li)  The adequacy of working capital:

(ii) Any agreement with an insurer, a (hospital or medical service corporation), a
government, or any other organization for insuring the payment of the cost of
health care services or the provision for automatic applicability of an alternative
coverage in the event of discontinuance of the health maintenance organization:

(iv) Any agreement with providers for the provision of health care services: and
(v( Any deposit of cash or securities submitted in accordance with Section 13,

(e) The enrollees will be afforded an opportunity to participate in matters of policy and
operation pursuant to Section 6;

if) Nothing in the proposed method of operation, as shown by the information submitted
pursuant to Section 3 or by independent investigation, is contrary to the public
interest; and

Ig) Any deficiencies identified by the (commissioner of public health) have been corrected.

A certificate of authority shall be denied only after compliance with the requirements of
Section 21.

Comment. A health maintenance organization combines several characteristics of an in-
surance operation (including the need for financial responsibility, the assumption of risk
and similarity in marketing activities) with the characteristics of a health care delivery
system. Section 4 provides for the authorization and regulation of health maintenance
organizations to be earned out through existing state agencies. The creation of a new
agency specifically for health maintenance organizations would unnecessarily duplicate
existing functions in the state insurance and health departments. It is felt that the exper-
tise of the state insurance department on fiscal and other regulatory matters and the
familiarity of the state health department with regard to health matters should both be
utilized in the regulation of health maintenance organizations. To minimize adm inistrative
problems, the prime responsibility for administration i9 vested in one agency- the in-
surance department. However, to the extent possible, the responsibilities of the two agen-
cies are clearly defined with the insurance commissioner obugated to rely on the health
department with respect to the letter's sphere of expertise.

Subsection Il)(b) empowers the commissioner of public health to establish and apply stan-
dards of quality concerning heelth care. Among the arguments raised against quality con-
trol are: (1) they may limit the number of HMO's which will get started. (2) quality
assurance procedures will prove to be expensive and (3) such controls will engender opposi-
tion from certain providers. On the other hand, existing methods for quality control are said
to be fragmented and inadequate. If the states are to authorize and encourage HM O'’s by
this legislation, they have an obligation to assure that the health care services provided are
of reasonable quality. This is particularly true because of the built-in incentive for afi HMO
to restrict the utilization of services due to the incentives to stay within a fixed budget.
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i2) hi A health maintenance organrstion shall file notice, with adequate supporting infor-
mation. with the commissioner (director, superintendent! prior to the exercise of any
power granted in Subsections (Dial, (bl or idl. The commissioner idirector. super-
intendent! shall disapprove such exercise of power only if in his opinion it would sub-
stantially and adversely affect the financial soundness of the health maintenance
organization hnd endanger its ability to meet its obligations. If the commissioner
idirector. superintendent) does not disapprove within linseri number) days of the
filing, it shall be deemed approved.

1b) The commissioner (director, superintendent) may promulgate rules and regulations
exempting from the filing requirement of Paragraph (a) those activities having a de
minimis effect.

Comment: The exercise of authority granted in Subsections 111(a). (lllbl and Illld | shall be subject
to disapproval by the commissioner within (insert number) days of a filing by a health
maintenance organization. The commissioner may promulgate rules and regulations exempting
certain contracts from the filing requirement where exercise of the authority granted in the sec-
tion would have little or no effect on the financial condition and ability to meet obligations of the
organization.

Section 6. Governing Body.

(1) The governing body of any health maintenance organization may include providers, or
other individuals, or both.

12) Such .overning body shall establish a mechanism to afford the enrollees an opportunity to
participate in matters of policy and operation through the establishment of advisory
panels, by the use of advisory referenda on major policy decisions, or through the use of
other mechanisms.

Comment: While Section 3(1) should adequately override restrictive laws related to
membership of agoverning body, Section 6(1) makes explicit the permissible membership of
such a group. The model bill does not, however, reouire that a health maintenance organiza-
tion be consumer controlled. It is expected that HM O's controlled in a variety of ways will
be organized. Where organizations are not consumer controlled, it is believed that some
means for enrollee participation should be provided. For example, such matters as
availability, accessibility and continuity of health care services are factors which directly
confront the consumers and in which they have a part.cular interest. The disclosure of infor-
mation under other sections is also designed to assist the consumers.

Arguments against a role for the consumer include: ID such participation is unnecessary
and perhaps even harmful to the efficient and professional delivery of health care services.
(2) aconsumer role will impede the initiation of an HM O since more people must be involved
and (3) consumers can always seek alternative health care. The arguments for a consumer
role seem more persuasive. Theae include (1) consumer participation results in a more
responsive organization, and (2) consumer participation is not the same as lay control over
the rendering of professional service.

Section 7. Fiduciary Reaponaibilltlee.

(1) Any director, officer, employee or partner of a health maintenance organization who
receives, collects, disburses, or invests funds in connection with the activities of such
organization shall be responsible for such funds in a fiduciary relationship to the orgaiu-
zation.

12) A health maintenance organization shall maintain in force a fidelity bond on employees and
officers in an amount not less than 1100.000 or such othe~ sum as may be prescribed by the
commissioner ldirector. superintendent). All such bonds shall be written with at least a one-
year discovery period and if written with less than a three-year discovery period shall con-
tain a provision that no cancellation or termination of the bond, whether by or at the re-

est of the insured or by the underwriter, shall take effect prior to the expiration of 90
3ys after written notice of such cancellation or termination has been filed wun the commis-
sioner (director, superintendent) unless an earlier date of such cancellation or termination is
approved by the commissioner idirector. superintendent).
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1b) Such charges may be established in accordance with actuarial principles for various
categories of enrollees, provided that charges applicable to an enrollee shall not be
individually determined based on the status of his health. However, the charges shall
not be excessive, inadequate, or unfairly discriminatory. A certification, by a qualified
actuary or other qualified person acceptable to the commissioner Idirector, super-
intendent!. to the appropriateness of the use of the charges, based on reasonable
assumptions, shall accompany the filing along with adequate supporting information.

13) The commissioner (director, superintendent) shall within a reasonable period, approve any
form if the requirements of Subsection Il) are met and any schedule of charges if the require-
ments of Subsection 12) are met. It shall be unlawful to issue such form or to use such
schedule or charges until approved. If the commissioner (director, superintendent! dis-
approves such filing, he shall notify the filer. In the notice, the commissioner (director,
superintendent) shall specify the reasons for his disapproval. A hearing will be granted
within (insert number! days after a request in writing by the person filing. If the commis-
sioner idirector. superintendent) does not approve any form or schedule of charges within
(insert number) days of the filing of such forms or charges, they shall be deemed approved.

(4) The commissioner Idirector. superintendent) may require the submission of whatever rele-
vant information he deems necessary in determining whether to approve or disapprove a
filing made pursuant to this Section.

Comment: Subsection 111(a) requires that every enrollee be provided with evidence of
coverage and allocates the responsibility for providing that evidence. Paragraph let
establishes requirements which such evidence of coverage must meet. The group contracts
to be filed pursuant to Section 3(3)(f) are not subject to the standards ana filing re-
quirements of Section 8. since such group contracts are not issued to enrollees. Paragraph
(d) clarifies the relationship between filing requirements under this Section and under the
state insurance or hospital or medical service corporation law. Filing is required under
Paragraph (b) unless the form is already subject to filing requirements under existing state
law. However, where existing state law does not apply standards as strict aa those con-
tained in Paragraph (c), such standards are. in effect, read into the existing law. Where the
filing under state insurance or medical or hospital service corporation law is required to
meet standards as strict as those in Paragraph (c). the former would be applicable. A state
may want Paragraph (d) to be revised to maJce specific reference to existing state laws.

Subsection (2)(a) provides for the filing of charges for health care services, i.e.. that part of
the benefit package which is provided in the form of service vis-a-vis indemnity or service
benefits. Those parts of the package providing benefits under agreement with an insurance
company or hospital or metrical service corporation will be subject to regulation in accor-
dance with existing laws.

Paragraph Ib) neither requires nor prohibits community rating. Reasonable underwriting
classifications are permitted for the purpose of establishing the charges. Different charges
may be imposed on different groups of enrollees. Such a rigid requirement as community
rating would appear to be inappropriate when the competing financing mechanisms are not
subject to such a constraint. Tne competitive disadvantage which such requirement might
impose could impede the development of HMO''s.

Because of its somewhat different nature, an HM O is not required by this Act to meet
reserve requirements similar to those imposed on insurance companies. Thus it is important
that the charges be set at an adequate level. The requirement for certification by an actuary
or other qualified person along with supporting information is intended to assist the com-
miss*oner in determining adequacy. In applying the standard of excessive, inadequate, or
unfairly discriminatory, it is contemplated th'.t the commissioner may consider the amount
necessary to assure a reasonable return on the initial and subsequent capital invested and
an amount needed to accumulate adequate funds to stabilize the level of charges dfrainst
fluctuation due to inflation, changes in medical technology and related causes.

430-13,
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Comment: Every health maintenance organization is required to establish acomplaint system to
provide reasonable procedures for the disposition of complaints. The organizations may be ex-
pected to receive two types of complaints. One type is related to the basic health care services or
additional services furnished by it. The other type is related to that portion of the coverage in ad-
dition to basic health care services which i9 provided by insurance, hospital or medical service
corporations, or some means other than being furnished by the organization, For complaints aris-
ing from health care services, the administrative procedure to handle complaints should provide
the mechanism through which enrollees receive a fair and proper opportunity to have their cases
heard, including the use of binding arbitration as a means of resolving claims concerning
coverage. For complaints regarding benefits over which the health maintenance organization has
no direct control such as those portions of the benefit package which are covered by insurance,
the health maintenance organization is responsible only for maintaining statistical information
and transmitting the complaints to the persons responsible.

In establishing the format for records and reports pursuant to this Section, the commissioner
may want to require disclosure similar to that provided for under the NAIC Model Unfair TVade
Practices Act. Section 4110) of that Act requires, among other data, a record of total number of
complaints since the last examination, the nature of each complaint, the disposition of the com-
plaint. and the time it took to process each complaint. (See 1972 NAIC Proceedings | 443).

Section 12. Investments.

W ith the exception of investments made in accordance with Section 5(l)(a) and Ib) and Section
5(2), the funds of a health maintenance organization shall be invested only in securities or other
investments permitted by the laws of this State for the investment of assets constituting the
legal reserves of life insurance companies or such other securities or investments as the commis-
sioner (director, superintendent) may permit.

Comment: Life and health insurers are subjectto statutory investmentrequirements designed to
assure conservatism and liguidity in the handling of the insurer's funds. Sound financial manage-
mentis an important element in the variable operation ofan HMO. Furthermore, itis contrary to
the intent of this bill to foster conditions which would enable an HM O to be used as a "front" for
a speculative investment operation. At the same time, however, it is recognized that foran HMO
to nilfill its expected functions, it may be both desirable and necessary for the HMO to invest a
portion of its capital funds in facilities and services to better enable it to meet its obligations.
Such investments may not conform to the traditional insurance law investment limitations. Con-
sequently. this settion excepts this type of investment when approved by the commissioner in
accordance with the standards set out in Section 512).

Section 13. Protection Against Insolvency.

11) Unless otherwise provided below, each health maintenance organiration shall deposit with
the commissioner (director, superintendent! or with any organization or trustee acceptable
to him through which a custodial or controlled account is utilized, cash, securities, or any
combination of these or other measures that, is acceptable to him in the amount set forth in
this section.

12) The amount for an organization that is beginning operation shall be the greater of: la) five
percent 15%) of its estimated expenditures for health care services for its first year of opera-
tion. (b) twice its estimated average monthly uncovered expenditures for its first year of
operation or (c) $100,000.

At the beginning of each succeedir g year, unless not applicable, the organization shall
deposit with the commissioner (dir' ctor. superintendent) or organization or trustee, cash,
securities, or any combination of these or other measures acceptable to the commissioner
(director, superintendent), in an amount equal to four percent 14%) of its estimated annual
uncovered expenditures for that year.

13) Unless not applicable, an organization that is in operation on the effective date of tflis sec-
tion shall mtxe a deposit equal to the larger of: la) one percent (1%) of the preceding 12
months uncovered expenditures, or Ib! $100,000 on the first day of the fiscal year beginning
six 16) months or more after the effective date of this section.
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Comment. Even though very serious problems can arise if a health maintenance organiza-
tion defaults on its contracts, fiscal control of health maintenance organizations in a man-
ner comparable to that applied to insurance companies appears inappropriate in view of the
service nature of such organizations. The best protection for enrollees is a financially sound
organization that generates net income. However, beginning health maintenance organiza-
tions are often small businesses with limited financial resources that will sustain operating
losses in their early years. Unreasonably high starting capital or reserve requirements may
prevent some organization from starting or may unreasonably tie up the capital of those
that do. Therefore, this Section provides for astructured but flexible approach to protecting
against insolvency. It requires the maintenance of a minimum capital account, a deposit of
cash or securities in a minimum account, and the organization s generation of additional
amounts annually as a source of funds to meetits contractual obligations to the enrollees in
the event of insolvency. The commissioner may waive all or part of these requirements
when satisfied that the organization has sufficient net worth or an adequate history of
generating net income to assure its viability. The requirements may also be waived if the
health maintenance organization s performance is guaranteed by another financially strong
organization.

The section relates the deposit requirements to the amount of the health maintenance
organization's uncovered expenditures. This amount will vary depending upon the t/pe of
organization and the nature of its arrangements with providers. For example, the physi-
cians of the staff of the organization or a contracting medical group or individual practice
association may agree to look only to the organization for payment of services provided to
the organization’s enrollees and agree not to bill them in the event of insolvency.* An
organization could have insurance for all or part of its hospitalization expense or another
organization could agree to guarantee that the liabilities of the health maintenance
organization are met.

In all such cases, it is recommended that the contractual provision require the provider or
guarantor to notify the commissioner if the provision or insurance is modified or no longer
in effect or if payment on the contract or policy has not been made in a reasonable period of
time. (Section 3(5) requires prior notification of cancellation of any reinsurance.) This can
provide an early warning of possible adverse changes in the health maintenance organiza-
tion's financial position. In addition, the status of such provisions or policies should be
covered in annual interrogatories to the organization.

The requirement in Subsection (8) for a capital account only applies to organizations li-
censed after the effective date of the subsection. Thus, the capital account requirement
would have to be taken into consideration by persons starting a new HMO. If a state wishes
to apply the requirement to existing HM O'’s. it should allow for an appropriate phase-in
period.

It is believed that these provisions and the related provisions of Section 4121(d), including
possible insurance backup arrangements, provide adequate assurances. The failure to pro-
vide assurances as required would subject the health maintenance organization to suspen-
sion or revocation of its u.cificate of authority under Section 18.

Section 14. Prohibited Practices.

11) No health maintenance organization, or representative thereof, may cause or knowingly
permit *he use of advertising which is untrue or misleading, solicitation which is untrue or
misleading, or any form of evidence of coverage which is deceptive. For purposes of this act:

(a) A statement or item of information shall be deemed to be untrue if it does not conform
to fact in any respect which is or may be significant to an enrollee of. or person con-
sidering enrollment with a health maintenance organization:

*A Provision to accomplish this might read:

43U-17.
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(2) The commissioner (director, superintendent! may by rule exempt certain classes of persons
from the requirement of obtaining a license:

la) If the functions they perform do not require special competence, trustworthiness or
the regulatory surveillance made possible by licensing; or

ib) If other existing safeguards make regulation unnecessary.
Section 16. Powers of Insurers and (Hospital and Medical Service Corporations).

(1) An insurance company licensed in this state, or a (hospital or medical service corporation)
authorized to do business in this State, may either directly or through asubsidiary or affil-
iate organize and operate a health maintenance organization under the provisions of this
act. Notwithstanding any other law which may be inconsistent herewith, any two or more
such insurance companies, (hospitals or medical service corporations), or subsidiaries or
affiliates thereof, may jointly organize and operate a health maintenance organization. The
business of insurance is deemed to include the providing of health care by a health
maintenance organization owned or operated by an insurer or a subsidiary thereof.

(2) Notwithstanding any provision of insurance and (hospital or medical service corporation)
laws (citations), an insurer or a (hospital or medical service corporation) may contract with a
health maintenance organization to provide insurance or similar protection against the cost
of care provided through health maintenance organizations and to provide coverage in the
event of the failure of the health maintenance organization to meet its obligations.

The enrollees of a health maintenance organization constitute a permissible group under
such laws. Among other things, under such contracts, the insurer or (hospital or medical
service corporation) may make benefit payments to health maintenance organizations for
health care services rendered by providers.

Comment: Subsection (2) overrides the group laws to permit an insurer or a hospital or
medical service corporation to provide coverage protecting enrollees of an HMO. This
authority is intended to permitinsurers and the service corporations to write coverage (1; to
fill the gaps which the providers of health care services do not provide, (2) to provide
coverage in excess of the services provided, 13) to cover catastrophe situations. (4) to pro-
vide protection to the enrollees in the event the HM O becomes insolvent, and (5) to provide
coverage against the cost of health care services as the health maintenance organization
deems necessary. This section might also be redrafted to make specific reference to the rele-
vant Section of existing law.

Section 17. Examination.

(1) The commissioner (director, superintendent) may make an examination of the affairs of any
health maintenance organization and providers with whom such organization has con-
tracts. agreements, or other arrangements as often as is reasonably necessary for the pro-
tection of the interests of the people of this Stave but not less frequently than once every
three years.

(2) The (commissioner of public health) may make an examination concerning the quality of
health care service of any health maintenance organization and providers with whom such
organization has contracts, agreements, or other arrangements as often as is reasonably
necessary for the protection of the interests of the people of this State but not lese fre-
quently than once every three years.

3) Every health maintenance organization and provider shall submit its relevant books and
records for such examinations and in every way facilitate them. For the purpose of examina-
tions, the commissioner idirector. superintendent) and the (commissioner of public health)
may administer oaths to. and examine the officers and agents of the health maintenance
organization and the principals of such providers concerning their business.
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121 A certificate of authority shall be suspended or revoked only after compliance with the re-
quirements of Section 21.

13) When the certificate of authority of a health maintenance organization is suspended, the
health maintenance organization shall not. during the period of such suspension, enroll any
additional enrollees except newborn children or other newly acquired dependents of existing
enrollees. and shall not engage in any advertising or solicitation whatsoever.

(4) When the certificate of authority of a health maintenance organization is revoked, such
organization shall proceed, immediately following the effective date of the order of revoca-
tion, to wind up its affairs, and shall conduct no further business exceptas may be essential
to the orderly conclusion of the affairs of such organization. It shi 1engage in no further
advertising or solicitation whatsoever. The commissioner (director, superintendent) may,
by written order, permit such further operation of the organization as he may find to be in
the bestinterest of enrollees, to the end that enrollees will be afforded the greatest practical
opportunity to obtain continuing health care coverage.

Section 19. Rehabilitation, Liquidation, or Conservation of a Health Maintenance Organization.

(1) Any rehabilitation, liguidation or conservation of a health maintenance organization shall
be deemed to be the rehabilitation, liquidation, or conservation of an insurance company
and shall be conducted under the supervision of the commiasionor (director, superintendent)
pursuant to the law governing the rehabili' ition, liquidation, or conservation of insurance
companies. The commissioner (director, superintendent) may apply for an order directing
him to rehabilitate, liguidate, or conserve a health maintenance organization upon any one
or more grounds setout in (cite sections r «state rehabilitation law), or when in his opinion
the continued operation of the health nr ~ .nance organization would be hazardous either
to the enrollees or to the people of this sta . Enrollees shall have the same priority in the
event of liquidation or rehabilitation as the law provides to policyholders of an insurer.

(2) A claim by a health care provider for an uncovered expenditure has the same priority as an
enrollee, provided such provider of services agrees not to assert such Haim against any
enrollee of the health maintenance organization.

Comment. Section 19 provides for the rehabilitation, liquidation, or conservation of health
maintenance organizations to be carried out by the Commissioner under state laws appli-
cable to insurance companies. Inasmuch as all states have existing authority, it is felt that
the use of such statutes would be appropriate and would avoid the necessity of developing
new administrative procedures applicable only to health maintenance organizations.
Subsection (2) is designed to provide the maximum protection for enrollees by paying those
providers that can bill the enrollee before those that have agreed not to. However, in order
to obtain this priority, the provider must agree that the payment fully discharges the
obligation of the enrollee. Incidentally, the NAIC has recommended the adoption of a model
liguidation and rehabilitation act (See 1968 NAIC Proceedings | 214).

Section 20. Regulations.

The commissioner (director, superintendent) may, after no'ice and hearing, promulgate
reasonable rules and regulations, as are necessary or proper to curry out the provisions of this
Act. Such rules and regulations shall be subject to review in accordance with (insert section
number providing for review of administrative orders).

Section 21. Administrative Procedures.

(1) When the commissioner Idirector, superintendent) has cause to believe that grounds for the
denial of an application for a certificate of authority exist, or that grounds for the suspen-
sion or revocation of a certificate of authority exist, he shall notify the health maintenance
organization and the (commissioner of public health) in writing specifically stating the

unds for denial, suspension, or revocation and fixing a time of at least (insert number)
5;5 thereafter for a hearing on the matter.



Model ReguUuon Service— Mey 1982

Section 23. Penalties and Enforcement.

2

(3)

4)

The commissioner Idirector. superintendent) may, in lieu of suspension or revocation of a
certificate of authority under Section 18. levy an adm inistrative penalty in an amount not
less than (insert amount) dollars nor more than linsert amount) dollars, if reasonable notice
in writing is given of the intent to levy the penalty and the health maintenance organization
has areasonable time within which to remedy the defectin its operations which gave rise to
the penalty citation. The commissioner Idirector. superintendent) may augment this pen-
alty by an amount equal to the sum that he calculates to be the damages suffered by
eru'ollees or other members of the public.

la) If the commissioner (director, superintendent) or the (commissioner of public health)
shall for any reason have cause to believe that any violation of this act has occurred or
is threatened, the commissioner (director, superintendent) or (commissioner of public
health) may give notice to the health maintenance organization and to the represen-
tatives. or other persons who appear to be involved in such suspected violation, to ar-
range a conference with the alleged violators or their authorized representatives for
the purpose of attempting to ascertain the facts relating to such suspected violation,
and. in the event it appears that any violation has occurred or is threatened, to arrive
at an adequate and effective means of correcting or preventing such violation.

(b) Proceedings under this subsection shall not be governed by any formal procedural re-
quirements. and may be conducted in such manner as the commissioner (director,
superintendent) or the (commissioner of public health) may deem appropriate under
the circumstances. However, unless consented to by the health maintenance organiza-

tion. no rule or order may result from a conference until the requirements of this sec-
tion or Section 21 of this act are satisfied.

(a) The commissioner (director, superintendent) may issue an order directing a health

maintenance organization or arepresentative of a health maintenance organization to

cease and desist from engaging in any act or practice in violation of the provisions of
this act.

(b) Within linsert number) of days after service of the cease and desist order, the respon-
dent may request a hearing on the question of whether acts or practices in violation of
this Act have occurred. Such hearings shall be conducted pursuant to (cite Sections of
State Administrative Procedure Act), and judicial review shall be available as pro-
vided by (cite sections of State Adm inistrative Procedure Act).

In the case of any violation of the provisions of this act, if the commissioner (director,
superintendent) elects not to issue a cease and desist order, or in th went of non-
compliance with a cease and desist order issued pursuant to Subsection commis-
sioner ldirector, superintendent) may institute a proceeding to obtain inju..v < or other
appropriate relief in the (name of court of primary jurisdiction for actions of ttus nature).

Comment: Sections 23(3) and 23(4) authorize the commissioner to issue a cease and desist
order and to apply for injunctive relief. When the commissioner is not granted such
statutory powers, the language should be modified to provide for the legal steps to be taken
by the attorney general or other appropriate state official.

Section 24. Statutory Construction and Relationship to Other Laws.

(1)

Except as otherwise provided in this act. provisions of the insurance law and provisions of
(hospital or medical service corporation) laws shall not be applicable to any health
maintenance organization granted a certificate of authority under this act. This provision
shall not apply to an insurer or (hospital or medical service corporation! licensed and
reflated pursuant to the insurance law or the (hospital or medical service corporatioel laws

of this State except with respect to its health maintenance organization activities auth-
orized and regulated pursuant to this act.
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Section 29. Dual Choice.

Each employer, public or private, in this state which offers its employees a health benefit plan
and employs not less than twenty-five employees, and each employee benefit fund in this state
which offers its members any form of health benefit, shall make available to and inform its
employees or members of the option to enroll in at least one health maintenance organization
holding a valid certificate of authority which provides health care services in the geographic
areas in which a substantial number of such employees or members reside. Where there is a
prevailing collective bargaining agreement, the selection of the health maintenance
organizationts) to be made available to the employees shall be made under the agreement.

No employer in this state shall be required to pay more for health benefits as a result of the appli-
cation of this section than would otherwise be required by any prevailing collective bargaining
agreement or other contract for the provision of health benefits to its employees, provided that
the employer or benefits fund shall pay to the health maintenance organization chosen by each
employee or member an amount equal fo the lesser of (a) the amount paid on behalf of its other
employees or members for health benefits or (b) the health maintenance organization's charge for

coverage approved by the commissioner idirector. superintendent) pursuant to Section 8 of this
act.

Comment: This Section is similar to Section 1310 of the federal HMO Act. but extends the dual
choice requirement to state Licensed HMO's. The licensing requirements of this act are less strin-

gentthan the federal requirements, so this provision will assistin the developmentand growth of
state licensed HMO's.

Section 30. Severability.

If any section, term, or provision of this act shall be adjudged invalid for any reason, such judg-
ment shalL not affect, impair, or invalidate any other section, term, or provision of this set, but
the remaining sections, terms and provisions shall be and remain in full force and effect.

Legislative History iall references art to tht Preset.dinti of the VALC.

1973 Proc |9, 11 141, 192, 202 222 (adopted).

1973 Proc. U 139 synogwso model).

1974 Proc. 112. 1 413 (lamen edg

1982 Proc. | 19. 28. 431. 498-199. 530-554 1revisea and reprinted).
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MODEL HEALTH MAINTENANCE ORGANIZATION ACT

The date m parentheses is the effective date of the legislation or regulation, with latest

amendments,

NAIC MEMBER

Alabama

Alaska

Arizona

Arkansas

Califoria

Colorado

Connecticut

Ceiaware

D.C.

Ponda

Georgia

Guam
Hawaii

"daho

NAIC Capynght 1987

MODELSIMILAR LEGIS.

ALA. CODE S827-21A-1
TO 27-21A-32 (1986).

NO ACTION TO CATE

ARK. STAT. ANN. S866-5201 to
66-5228 (19751987).

COLO. REV. STAT. §810-17-101 o
10-17-115 (1963/1986).

HB 99 Model pending
(1987).

NO ACTION TO DATE

GA. CODE ANN. 8833-21-1
(0 33-22-28 (1979.1986).

NO ACTION TO CATE

NO ACTION TQ CATE

RELATED L5G1S-REGS.

ARIZ. REV. STAT. ANN. 8820-1051 to
20-1069 (1973.1985) "Health Care
Service Organizations".

CAL HEALTH & SAFETY CODE &13*
to 1399.64 (1979" 1986) ("Knox-Keene
Health Care Services Plan").

CONN. GEN. STAT. &833-179a to
33-179t (1971 1987) ""Health Care
Centers".

OEL CODE ANN. tit 16
859101 to 9118 (1982).
See also tit. 18 886401 to
6406 (1987).

FLA. STAT. 88641 17 to 641.33
(19851987).

"DAHO CCCE |§41-3501 to
41-3934(19741985). -
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lirois

Indiana

lowa

Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missoun

Montana
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MODELSIMILAR LEGIS.

ILL REV. STAT. ch. 111 1.2
831401 10 1417 (1974/1987).

IOWA CODE &85148.1 1o
514B.32 (1973).

KAN. STAT. ANN. §840-3201 to
40-3227 (1974.1987).

LA. REV. STAT. ANN S8
22:2001 to 22:2025 (1986).

ME. REV. STAT. ANN. tit 24-A
§54201 10 4226 (1975/1986).

MINN. STAT. §862D.01 to 62D.30
(1973.1986).

MISS. CODE ANN. 841-7-401
et seq. (1986).

MO. REV. STAT. &8354.400
o 354 550 (1983).

MONT CODE ANN. §833-31-101 to
33-31-405 11987).

RELATED LEGIS./REGS.

IND. CODE 8827-8-7-1 to 27-8-7-18
(1979/1987) (“Proposed Health Care
Celivery Plans ).

KY. REV. STAT. §8304 38-010
o0 304.38-210 (1982 1986);

MD. ANN. CODE art 19 88701 to 734
(1982/1987).

MASS. GEN LAWS ch. 1766
51 to 17 (1976/1986).

MICH. COMP. LAWS. &8333.21001 to
333.21098 (15821986).
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Nebraska

Nevada
New Hampshire
New Jersey

New Mexico

New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania

Puerto Rico

Rhode Island
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MODEL HEALTH MAINTENANCE ORGANIZATION ACT

MODEL/SIMILAR LEGIS.

NE3. REV STAT §844-3201
44-3291 (1978,1985).

N.J. REV. STAT. 8826:2J-1
0 26:2J-30 (1973).

N.M. STAT. ANN. SB59A-46-1
0 59A-46-31 (1985/1986).

N.C. GEN. STAT. S857B-1
t 578-25 (1979).

N.D. CENT. CODE S8526.1-18-01
0 26.1-18-35 (1983).

OHI0 REV. CODE ANN. §81742.01
to 1742.36 (1976).

RI. GEN. LAWS S8
27-41-1 1o 27-41-29
(1983 1987).

RELATED LEGIS./REGS.

NEV. REV. STAT. §8695C.010 to
695C.350 (1973/1987).

N.H. REV. STAT. ANN. §8420-8:1 t
420-8:22 (1977 1985).

N.Y. PUB. HEALTH LAW &8
4400 to 4413 (1976).

OKLA. STAT. tit 63 882501
0 2510 (1975).

OR. PEV. STAT. &8750.003 to 750.075

(1985).

PA. STAT. ANN. tit 40 S8
83-101 to 83-119 (1981).

P R. LAWS ANN. @it 26 881901 to 1927

430-2



NAIC MEMBER

South Carolina

South Dakota

Tennessee

Texas
Utah

Vermont

Virgin Islands

Virginia

Washington

West Virginia

Wisconsin

Wyoming

430*29

Model Regulat®n Service « October 1987

MODEL HEALTH MAINTENANCE ORGANIZATION ACT

MODELSIMILAR LEGIS.

S.C. CODE ANN. 8838*25-10
et seq. (1987).

TENN. CODE ANN. &856*32*201

o 56*32*225 (1986/1987).

TEX. INS. CODE ANN. art. 20A.01

to 20A.35 (1975/1987).

VT. STAT. ANN. it 8 88
5101 to 5113 (1979) (Most
of model.)

NO ACTION TO DATE

VA. CODE £538.2*4300 to
38.2*4321 (1986).

W.VA. CODE S833-25A-1
33-25A-28 (1977).

WYO. STAT. S826-34-101
o 25-34-128 (1986).

RELATED LEGIS./REGS.

S.D CODIFIED LAWS ANN. S858*1*1 to
58%41-97 (1974).

UTAH CODE ANN. S§831A-8-101
to 31A-8-406 (1986/1987).

WASH.

REV. CODE ANN. &8548.46.010

48.46.920 (1975/1986) (Parts of model).

See WIS. STAT. 8628*36 (2m) providing
that Commissioner may make ruies for

HMOs.
ventures.

See also ch. 609 (1985) on joint

NAIC Copyright 1987
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HMO Dominance Seen In '905s

Ilh Richard Donahue

CINCAcn-Health  main- .

tenance organizations will liccnme

the dominant financier of private  care cxricece
health care inthe U.S. beforeyear ... ....

2000, a business-forecasting con-
sultant predicts. . .

Sometime after (hat. the nation will adopt a
('anadian-like national health insurance system, ac-
cording to Roy Amara. president of the Institute of the

Future. Menlo Park, Calif. _
Mr. Amara secs an increased use of 1IMQOs in the
1990s as awa}/ to check rapidlv increasing health costs.
‘| mean use of the real 1IMOs," he said, the kind that
POtS die health-care providers at financial risk, the kind
hat employs salaried physicians and the kind that puts
emppha5|s on wellness and preventive care.*
referred provider organisations and managed fee-
for-service Plans are not substitutes for [IMOs. lie told
attendees at a health-care symposium sponsored by So-
ciety of Actuaries of Schaumburg, Ill ‘and the Ameri-
can Hospital Association, Chicago.
Rather, he said, they represent "palatable steps* to
IIMQs, which were atfirst a "bridge too far* for many

eaple.
d TRe_HMO p08u|atipn in the U.S. will grow from the
approximately .10 million persons which now use them
to 60 million by 1095, and then up to 60 percent or 70
gercent of all ‘privately insured persons by the year

000, according to Mr. Amara. (Currently, the entire

qrivately-_insured population is

. 70 million, according. to the
Health Insurance Association of
America, headquartered in Wash-

ington. D.C.) ~ ,
In HMOs, patients will lose

- their freedom to pick their own
physicians, and physicians will lose ‘much of their
clinical and economic autonomdy as they watch their in-
comes shrink,* Mr. Amara said. = _

He said the percenta%e of physicians who arc salaried
will increase from ahout eight percent in 19R5 to about
JS percent in 2000,

r. Amara said Americans arc not prepared for the
dramatic changes coming_ in health care. .
~ "The American public’is not ready to accept ration-
Ing or restrictions in health care because health-care
costs still don't bite deep|5y into the average household
income.* he said. ‘Only 5 percent of income goes for
health expenditure now.*

This wil changze, lie said, as emﬁloyrers arc forced to
shift more of the burden of health-care cost to
employees. Employers, who now Bar more than 40
B_ercent of the nation's health-care bill, will demand a
igger say in how the money is spent, he said.
ealth-care costs, now af more than 11 percent of
E»NP, will, according to government predictions, be
etween 15 and 18 percent of CNP by the end of the

century, he said.
Com™d on P<Tfr 22

oy
i %en
y The 1990s
Conl'dfmm Pagr 21
But employers and the Hovern-
ment-which™ pays about half of
health-care costs—cannot tolerate
such alevel, he said, predicting that
health costs will level off at 13.5 per-
{:ent of CNP hy the end of the cen-
ury. :
He said a national health-care
system, when it comes, wil be
similar but _not identical to (he
system in Canada "where ?,overn-
ment is the insurer and taxes finaru Z
the cost.* .
State governments and private
health insurers undoubtedly will play
a more significant role in a U.S.
system than do the provinces and in-
surers under the Canadian system,
he said. .
A U.S. national health szstem will
mean there will be fewer, but larger
health insurers, he said, some of
which may be employed to admin-
Ister the national plan. O
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"For the year ended Dec. 31, 1988,
659 HMOs were tn operation. An-

other seven were under development.1

Operating HMOs reported total
enrollments up 8.7*0 to 33 million in
1988, compared with 1987 when 707
operating HMOs reported more
than 31 million enrollees.

The number of operating HMO's
fell 6.8*0 in 1988, compared with a
12% increase in 1987. An industry
shakeout had been predicted for

several years. The industry is likely
to continue its consolidation through
1993 as the number of HMOs falls
gradually each year.

HMOs are increasing their market
penetration nationwide. Plans in 28
states reported enrolling 10% or
more of their state's residents in
1988 (Figure 1), up from 24 states in
1987 and 20 a year earlier.

HMOs also successfully reduced
the number of days that their
enrollees spent in hospitals in 1988.
Average annual hospital days per

CuAIVeFIer P LT |

Figure 1. HMO market penetration (percent) by atate, 1988.
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Table 1.Selected HMO utilization and premium averagee by state, 1941.
1.000 non-Medicare members

dropped to 364 from 377.2 a year d
_ At
eal:l“eearr(l;/ralbb‘ls/ 1c)>‘f HMOs operating at [)j] o%lﬁ#gpa NE)!*” PNnUOMO
year-end 1988 offered an open- Sldlt mam er mthor mamkar Faml%/ indMdual
ended option, the newest and fastest A|@bame 3607 3.0 40 $2208 $6714
growing HMO product. An open- Arizona 292.0 3T 39 250.44 6462
ended plan offers enrollees the right Arkamaa 4414 49 15 22055 0260
0 ch CDoint of service wheth Calllornla 3104 3.3 8.6 251.70 95.35
© choose at point of service whether Colorado 275.6 35 2.0 228.90 84.93
they want to seek care within the - Conmectlcut 4028 39 31 28240 11290
H_M O orto go out5|de_ to th_e physi- Qalawara 360.0 0.2 0.4 229 86 69.99
cian or hospital of their choice. 0C. 362.7 2.9 33 230.32 8960
HMOs wtth open-ended options Florida 365.9 3.3 2.6 220.07 83.42
expected to have nearly 2 million Gtorgll 385.0 46 35 23700 90.29
enrollees in these plans by year-end Hawali 306.7 4.3 40 221.01 77.00
1989, an increase of 17.3% mom I'daho 212.0 - - 22150 93.60
year-end 1988. Enrollment in open- ”n.OIa 369.2 4.2 2.0 22120 80.47
ended plans rose 53% to 1.6 million lndlana 3639 45 29 237 21 0168
ot 1 e lowa 00 38 : 2525 8042
!n rom ayear earlier. nrollees Kanaal 44]“0 3.3 2,1 240 60 94 79
|4n8c(>)/per:(—elrlldHe'fl/I glans e\”ccounted for Kanlucky 370.0 _ 230.99 85.44
-N° OMa . er"o” ees. | |Mouu|tana %ggg 31 0.2 235.40 65.66
on-Medicare enrollees average ain ) _ ~ 240.33 06 07
3.7 ambulatory visits each to their Maryland 3254 3.7 34 255.30 66.70
IMO's in 1988, according to 167 Maaiachuaetta  369.1 35 42 292.21 10969
reporting plans. HMOs averaged 3.7 Ichlgan 3660 3T 51 24391 95.02
physician encounters and visits per MlnnaaOta 362.4 40 46 229 02 0063
non-Medicare enrollee in 1988, ac- R/l/ll(?na%#]g %%8 [2191 %f %8%%8 %8 %g
coriing o 233 fepoliing plans. Nebraska 3209 26 Z B35 9a
9 Y P . Navada — — - 30000 11500
charge for all HMOs rose 11.8% in Saw himoanire  364.0 49 35 201.50 100.50
1988 to $242.50 per montrl from NaWJlraay 410.2 3.0 37 22279 66.52
S216.82 in 1987 (Table 1)." Q NQW Me)lgco %928 %; 53 272.27 18616(2)
ew York . . 21621 1
Jolor on, ThKert ot N Caolna 30 20 7m0y
*X'H P8 lot | ftpon Wttd un lho urn* d|t| orth Oakota 350.0 6.9 21 250.24 10129
bin« Ohio 404.2 3.0 32 251.35 93.40
To t-om j liwu'py id ihn L(v>*c rcpun, Oklahoma 300.0 39 99 253.17 67.00
tarar mt 50w DO o)y T L S S R
MOMIU-Mttt, (StaiHMInL o cvu Rhode litand 3365 15 - 24250 10150
South Carolina 3667 31 0.7 16067 12.33
L A
moo ) . . . .
Toiaa 360.9 40 30 254 40 9048
Ulan 216.7 2.1 42 218.40 *9.26
t0 Sum IS. UnltiJ brvM| Varmont — _ : 206.00 62.00
o74s-w731 wOUNtd 24 lonti -t Virginia 392.1 3.1 30 28269 10144
mtkag 0 i pﬁ,ﬁmm;ﬁnpwp Waanington 3201 17 33 MWW 65
td it tkumt perktd)oeémLIJndutﬁhllYIuln Wltconaln 3832 4.7 37 25361 96.57
il R
Vintmu PO ZH-W . ,
Ctoll ]OVt* alomu. ut4*ti>pp> «a4 W*m Virginia n*a no oootanng mmO* in ilM
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Medical Benefits

How Cost-Eitective Is Your Health Plan?

Boniliti, July IBM

“To agtarmino ourglansratl ,add up tna ?mtaln
oicatacl for aacn anawar, than co gara ﬁn t0
tnoia fliuawat|d on Iha plan avaJuallon chart at tha and l

gﬁOUI’ lan’ COI'[? ltctlvanaao ratlng It laaa t an ‘oxcottont,’

ould conaloar Incorporating dome coalaltactlva

rtaiural your aoora rnowa a/a miaaing Irom your plan."
1. Doaa tiur Plan hara lirat-dollar oovaraga lor
IxrapHaltaationT
+20 No/Do htvo hoapltai ra?anlhoanon
No/No hoapltai Bra -cartifleaiion
Yaa/Oo navo noapnai pra-canificition
0] (-30] YoMNo hoapltai Bro corillication
2.00aa yo nhava II/at-dlollar covorago lor
dﬁlcg )au?%?c aarnvt coagj J
NorDoha»0 ra camtlcauon
Nol)\lo ra- oart| oano
0o havo re cortl cation
0 15 Yaa/No pra-c r||||catton
3 YourA?ro pplan a maJor madloal doduotlbla It:
pﬁrc an%r aar or maro
E 0} Morat an 100/ladt than *300

_q (= glOO par oaltn/daryaaror lata
a la your ma)or modloal doduollbla tndaxad to your

compa aa 01‘1 ao
: T j Alao In algg to trano mcraasal

S. Your maLng madlcal co-Inauranca out-ol- pookat limit la;

J P Mo e

(-10) ?S(r)oa r(nIp |o¥ fraé apa}{)yao po/yaar

* I nX/our malor madlogl 0o-Inauranoa limk Indoud lo Iha
amptoyaad ramirvall

10% YaalAiao indaxtd to trano Incraaaaa

No

1. Boat your ’()/llan Inclwda a Iargo alalma managomant
|tTtanr|aa [tnoo aa 7’1 ?
| &l Yta Alio Includaa piychlttrlc Claim

RURG

. Ooaa your glanér/]oludoallmlt oraravlaw itrrlea, lot
cnlraﬁgrarl and/or podiatrto earaT

Yaa/Cwropracnc and podiairio ca/a rt>iaw
8 Yaa/Chnopracﬂe Or podiairic eara raviaw
l. Ooaapfow pIanYknotoda ahoapltai SKI audit aorvua?

»4) Yaa
» (-5) No

id. Qoaa r*ur plan ha[]a
limitation lor now huoat
%o 1((]]3/0 Yaa

aPm oatating oondHlona

11.Do \you raqulra amployaa oontrtbutioni lor dapandanl
90 10) Yaa/Oapandanta only
B ( 0 No

Yoa
No

IS. Do vMaawaIInaaa rogram or Incontltoo lor a
hoa¥§1t£?aa t0? g

R

14, Qoaa your plan tneluda a maU-ordor or praaoription

drug program?
ap ‘gB Yaa

12. Do §)u n +agt an ampioyao aaalatanoo program (EApyr

11. Ooaa your plan Inotuda u pralarrod prairtcor
organi at|o PP
I Y0 P *Ia&a maP 1]000/ 0i chargaa
B 10 KlauPP % ol al g|ba charga

15. Do you provld* omploytaa with an HMO option?
y (Ba IS) Ya A axparianea la inlagiatod wiih

rimary pian‘a axparianeo

— B (-6) P(Q] !%8 aaataﬁa -alona aarviea—laaa
than 20% of ompiqym pa/lielpata

— q ( -5) YaaHMOla a atand-atona aarvlea—mo/a

man 20% of tmpioyaaa panicipata

0) I 0 No

17. Qo yo %u aelltar Ponca tha coordination ol banotlti

u

pro {1?@ program
-19 No

I1. a your walling porlod lor naw antranta Iongnanough lo

?M?n% \%?\élg}nogdocovorago during Ina initial "haa*y
))))

B (-6 No

I1. Qo you hovo an In- houaa gODRA compllinca vyaiam
or Uaa an outilda aarvtoo’

A (+10) Ye/inciudaa notilicauon.ol naw n\ral
quall |ng avont notification, mon|onng

ol t||g|0rll J) on mommy b
rocgaamd and mana amat
t aa/9u|d

aan'l incluca an ol tna abova
d 10) No
20. Do §0u rovtdo ratlrao haalth covarago?
aa/Contnbutog
g (- IS) Yaa/NorvcontnOuto,y
Pla Hlon Aniciniod
_ nijoipaio
Total pa/nla Plan raling raia Inoraaaa
120+18 (caiiani 0%-10%
130. 1 %
R B
* . B0%
e K. Oidaatoua o+



HEALTH, EDUCATION AND SOCIAL SERVICES COMMITTFF

ALASKA STATE LEGISLATURE P.0. BOX V, JUNEAU 99811
HOUSE OF REPRESENTATIVES (*07)445-375*

LETTER OF INTENT
to SB 334 (efd Am)

It is the intent of this legislation that the
Department of Health and Social Services will study the "TEFRA
Option'™ as part of the home and community based services
package. A "TEFRA Option'"™ allows the same income deeming
standards that apply to an institutionalized child to apply to
a similarly disabled child living at home



ALASKA MENTAL HEALTH BOARD

STEVE COWPER, GOVERNOR ST. ANN'S CENTER
STATE OF ALASKA 419 6th STREET, SUITE 124

JUNEAU, ALASKA 99801
907-465-3071

February 27, 1990

Representative Johnny Ellis
Room 104, Capitol

P.O. Pox "Vv"

Junec-, Alaska 99811

Honorable Representative Ellis,

The Alaska Mental Health Board (AVMHB) expresses support for
SB334, legislation dealing with options and waivers under
Medicaid. At the AMHB meeting February 24-25, the Board, by
unanimous vote, supported SB334.

The AMHB has discussed the purposes and benefits of SB334
with representatives of the Older Alaskans Commission, the
Governor®s Council for the Handicapped and gifted and the
Department of Health and Social Services. The planning
process enabled by the legislation can come to benefit many
persons with disabilities. At the same time, Alaska may come
to realize an enhancement of home and community based care,
an often preferred type of care that is also less costly.

The AMHB hopes SB334 1is reported favorably out of House HESS.

Executive Director

cc. Thelma Langdon
Senator Uehling
OAC
GCHA4G

DHSS



TIMELINE FCR IMPLEVENTATION CF B 33*

FY 91 FY 92
07/01/90 09/01/90 06/01/91 07/01/91 01/15/92 05/92
0AC and Interagenc CAC and CCHG  DH&SS hire All staff Public QAC and DH&SS submit  Legis|ative
GCHG hire Pol Icy” Tea start to staff yisit ?onference CCHG Issue gt study In ut/decmons
staff meet-- ?et up gather "model or potential report and recom resar m%
work plan fnformation states consumers recommend- mendatmns \I\P lons and
an M)r VIQ ers actions on effect a|vers
edicaid of options %ure
mmun| ty and waivers am ng
are to add 0 tlons
egm to
erepare ption/
applications.
FY 93 FL9A
C7101/92 07/15 09/15 01/01/93 07/01/93 12/15/93 01/01/0A
DH&SS give DH&SS agg Some. new DH&SS | Wa|ver Waiver Waiver
I e T M e D,
65_%2% ard alvers P W% and com? shou)d g ?n %/Iﬁlllg] ?tentatlve
availab &&g)\ons wi th rec?}v?1 waiver .
(tentatlve) st ne? (tentative)
and traine
(tentative

KEY: DH&SS = Department of Health and Social .Services
HC B oF\J/ernor s Councﬁ rth the Handicapped and Gifted

= Qlder Alaskans Commission _
HCFA = Foderal Health Care Financial Adminsftration (Medicaid)

Prepared by: Older Alaskans Commission

A/1501/022107-0



xfconomic Grand Rounds

Hie Missed

Opportunities ofMedicaid

Chris Koyanagi

Dr. Sharfstein's Introduction: The
federal-state mental health care
program is a major payerfor men-
tal health care. Medicaid could
financeadditiotuilcommunity ser-
vices needed by adultsand children
with severe mental illness, but it is
both underutilized and inap-
propriately utilized in most states.
The National Mental Health As-
sociation has published Operation
Help: An Advocate's Guide to
Medicaid, which provides detailed
descriptions ofhowstates have used
Medicaid options to cover commu-
nity mental health care and how
they might better use these monies
to improve planning and sen ice
delivery for the severely mentally
ill. This month's column by the au-
thor of Operation Help recognizes
the potential of Medicaid and the
need to revise state Medicaidplans
to reflectappropriate publichealth
objectives.

Medicaid is a federal-state rprogram
tha* pays medical bills for certain
|ow-income people who can't afford
the costs of care. * 198" a total of
23.2 million people received Medic-
aid benefit', and the rog_ram now
spends more than 66,9 billion an-
nually (1). Yet despite its size, man

low-income people are not covere

b¥ Medicaid, resulting in a problem
otaccess to health care'tha isbecom-
Ing more and more acute. The per-
centage of those with incomes below

Ms. Koyanagi is director of
federal relations for the National
Mental Health Association. 1021
I rincc Street. Alexandria. Vir-
ginia 2231 Steven S. Sh.irfstcin.
M.D., iseditor of this column.

Hospital and Community IMchiatry

the federal poverty level who have
Medicaid coverage has declined
from 65 percent fen years ago to less
than _Ee.r ent(2). ~ .

Medicaid_ is nof a single program
but a collection of 53 séparafe State
and territorial pro?rams with dif-
ferent target populations and various
‘packa(ies of services. Although the
ederal government prescribes basic
requirements and describes options,
each state and territory has it: own
version of the prograni. The federal
and state governments share the cost
of Medicaid expenditures, with the
federal share varying from 50 per-
cent;oTBpelcent,degendln on the
state's per capita income. Federal
funds pav more than half of all
Medicaid costs (S37.-4 hillion in
1990). States pay between 22 per-
cent and 50 8ercent of costs (529.5
billion in 1990). and in some states
local governments contribute to the
state “share of Medicaid expendi-

tures.

As a result of state decisigns on
who to cover and which services to
reimburse, Medicaid spending var-
les widely. between the statés. In
198-1 Medicaid per capita spending
averaged S148 hut range_d from
$382In New York to $52 in Wyo-

ming 13). o :

Agcce)ss to Medicaid is alsg in-
tluenced by the numberofproviders
who arc participating. For example,
the Health Care Financing Adminis-
tration reports that 25 percent of the
nation's physicians do not now par-
ticipate in Medicaid and will not take
Medicaid patients («). Reasons in-
Clude low paynv nt scales, burden-
some paperwork, and long delays in
receiving.reimbursement.”

The Ristory of the Medicaid JJro-
gram explains, in pan. whv federal
and state Medicaid policymakers

February 1W) vl. 1 9.1

have been reluctanr to entertain pro-
posals to expand mental health ser
vices. Arits Inception. Medicaid was
viewed as providing the “deserving
poor” ?those who were eligible for
other federal cash-assistancc pro-
grams) with health care coverage
Similar to that provided to workln%
People through insurance. AIthou_?1

he program has since_been moving
away fromthis model, it still primari-
ly covers individuals receiving cash
assistance, and it still emphasizes
basic medical services.

In its early years, the costs of
Medicaid rose ‘much faster than
predicted, butdespite this factmajor
expansions were made both “in
eligibility (covering those who are
disabled” and receive Supplemental
Security Income benefits) and in ser-
vices (sucha ,coverlng care Pr,owded
I Infermediate caré facilities _for
the mentall;, retarded [ICF-MR}).
These changes increased costs sill
further, ensuring that cost control,
more than program expansion
would be the overriding concern of
Medicaid WIC makers.

Thus, althougn the percentage of
noor people covered by Medicaid
nas been dropf ng in récent years,
he.costs have increased sybstantial-
y, in large part because of expendi-
ures or ICF-MR coverage and for
ong;te[m_care in nursgng_ facilities.
Medicaid is now the_prinCipal payer
for long-term care in this_country.
Fifty-seven gercent of pursing home
expenditures are paid by “public
funds, and in 19'9 about 87 percent
of public funding for nursing home
care came from Edliald 15%. _

In addition to escalating coss, in
the 19"0s Medicaid was also faced
with a series of scandals concernlng
fraud and abuse that brought th
program under close scrutmv,

ecause of these experiences.
Medicaid planners have become ex-
tremely wary of services that may be
costly,"uncontrollable, or subiect to
apuse. Theg are_ also concerned
about the substantial costs expended
forlong-term care and about services
that arC less medical in nature. To
Medicaid agencies, mental health
services seem to lit into all these cat-
cgoncs. And since Medicaid Is run
by state Medicaid agencies and not

13%



by the state mental health authori-
ties. state Medicaid agency views
have tended to prevail as state policy-
makers decide on what servicés
should be covered under Medicaid.

Ensuring the availability of an ap-
propriate array o! mental health ser-
vices is further complicated by the
extraordmanlx complex set of rules
that govern the Medicaid pro%,ram.
There are federal laws, requlations,
and quidelines, as well as state plans,
ruleS and regylations, and rﬁlm_-
bursement pdlicies, The result 1s
considerable confysion ahout what
Medicaid really allows, a situation
that benefits Medicaid agency offi-
cials whose opjective is to control
and limit their” program's expendi-
tures. Since they are the only ones
who know the Tules, they can con-
trol the (s;ame. _ ,

A Tirst step 1 |mProvmg a state
Medicaid plan for the benefit of
those who need mental health care is
to understand who uses Medicaid
mental health services and what ser-
vices the mo_sd; need. Itisalso impor-
tant to Consider Medicaid policies
that may impact on_how mental
health cdre can be delivered Ifor ex-
ample, institutional versus commu-
nl% care coverage). Then one can
compare what federal Medicaid law
permits with a. Package of appro-
priate_community care Services as
(tjescrlbed by the ‘mental health sys-
em.

Characteristics of Medicaid
mental health patients
Recent studies have found that users
of Medicaid mental health services
_see?é)to fall into three broad categor-
les (6):

Heavy users of services (dis-
cussed more fully belowi,

_ = Episodic userswhomake up to
SiX t0 ten Visits to providers (normal-
ly outpatient visits). _

= Persjstent users who receive a
large number of less expensive ser-
VICES, such as outpatient ar partial
hospitalization, bur little inpatient
care. Althugh they may not receive
_manz/ Services, thev maintain ong#o-
Ing Contact with the system over a
long period. .

< Both heavy and persistent
users who tend to"have diagnoses of

schizophrenia, affecrive disorders,
or other long-term mental illnesses.
The episodic users have a variety of
dla%noses. o
he heavy users are primarily
young adults"who use, Medicaid iri-
patient hospital services at a dis-
‘proportlona ely high rate. They are
requentl¥ tréated i community
hospitals Tor a short time and then
released, often to be readmitted
within weeks. In Philadelphia, they
make repeated use of emergency
services; although they constitute
only 20 percent ofthecdse load, they
represent 55 percent of agmissions
and use 70, percent of service hours
Ci- These individuals are also heavy
users of partial hospitalization and
other day treatment services and
outpatient services, In New York.
29 percent of Medicaid reimburse-
ment for psychiatric inpatient care is
for 5.1 percent of patients, and Ion%
Inpatient stays (an average length o
stay I* 105 days) often occur because
alternative_community placements
are not available %8 N
Clearly, the services utilized by
these heavy users are, for the most
art, not well suited to their needs.
heir special needs do notfitinto the
traditional brief therapy model of
outpatient care, nor are they well
served by expensive emerq_ency care
and genéral hospital Inpatjent care.
Yet these are the only services avail-
able t? many oung geople with
mental 1llngsses. Because more
suitable services are_lacking, read-
misgjon rates ar? significant </).
Similar problems arc evident in
child and adolescent care, where
those whoare Medicaid eligible have
rtygher use of emergency mental
e

[th services 1>

Hospltal inpatient bias
Another problem in providing ap-
propriaie cart* to the Medicaid pop
ulation is the program's general hus
toward inpatientcare. Several fac-
tors contribute to this bias. For ex-
amEIe._ certain eligibility criteria
make it easier to cover individuals
when they are in institutions.
Medicaid has also helped fuel the
enormous growth inthe last 15 years
In general “hospital ,Ps_ychlatrlc care
and now pavs S2 billion a year na-
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tionally for general hospital mental
health” caie (6).. Some states have
caused a further impalance in mental
health coverage by offering un-
limited inpatient care coverage hut
restricting access to community-
based services.

Coverage of mental
health services , _
Undterbfederal_llam, c?rtaw/I SngIch
must be available to Medicaid-
eligible mcﬁwduals, and other ser-
vices may be covered at the state's
OPtIOH. However, the special needs
ofpersons with mental illnessare not
well served b}/ Medicaid. For ex-
ample, under federal law’ only per-
sons age 65 and over or under age 22
are enfitled to Medicaid-funded care
In psychiatric hospitals. Persons with
menfal ilnesses may obtain n,ursmq
faciiicy services under Medicaid, bu
only In Institutions that are not re-
quired to provide, (and often do not
provide) appropriate mental health
care. There Is no category to cover
the costs of care for People with
mental illnesses in small residential
facilities such as halfway houses,
%rou homes, and adult foster
omgs, although there 1ssuch cover-
tage for persons with mental retarda-
jon.

_ In addition to specific prohibi-
tions related to,ag,e apd treatment
sites, the Medicaid law presents
states with another barrier fo cover-
Ing mental health services. Because
Ir contains no Statements about spe-
cific mandatory services for mental
health care and few statements about
SPeCIfIC optional services, there is no
straightforward way for states to de-
velop apackage ofddequate commu-
nity-base 1 mental health services
under Medicaid, The most expljcit
statements In the law concerning
mental health care are those that ex
dude, coverﬁge. As a resul% most
mcpajl health"services must be pro-
vided through other service options,
such as clinic services, physician ser-
vices. or rehabilitative services.
Some of these seyvice categqriescur-
rently have requlatory requirements
mapPropnate 0 community mental
healthcare. =

But the picture is not nearly as

bleak as this quick summary Sug-
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%ests.,Whlle mandatory Medicaid
enefits do not provide comprehen-
sive coverage for community mental
health services, combining the man-
datory services with certain optional
services allows a state to cover a very
comprehensive packa%e of services.
Mareover, many. of the restrictions
facing community mental health
Prowders are staté restrictions, not
ederal policy, and thus are subject
to change at the state level.

Oncé a state elects to cover a
Medicaid service, it can defing the
exact meaning ofeach service within
broad federal qmdelmes. The states,
not the federdl government, deter-
mine who may provide the service
and under what conditions, for how
long(or for how man%/ VISits) cover-
age is available, whether preadmis-
sion screening and other reviews of
appropriatengss ofcare are required
and the reimbursement rate that wil
be paid to providers for services.
Under federal law. states must have
a uniform benefit package for all
Medicaid recipients and cannot set
limits solely on the basis of diagnosis
or type of illness or condition. How-
ever. states are allowed so much
flexibility that they have been able,
In fact, to restrict mental health care
farmore than care for other illnesses.

The Community Support Pro-
%/r]am of the Natiopal [nstitute of

ental Health has identified 12 es-
sential services for adults with ,Ion_g-
term mental ilinesses (9f). Medicaid,
while it is not relevant for financing
all of these various services, can Pro-
vide substan rial support for six ot the
Incase management, rehabiljtation,
mental health” treatment, crisis re-
sponse services, health and dental
care, and transportation. If a state
wanted to maximize Medicaid reim-
bursement for community support
services, it should add to”the man-
datory services o» general hospital
Inpatient and_outPatlent care and
P_hyswlan services the tollowing op-
|on|al Medicaid services:

Jargeted case mana%ement.
This is'defined by Medicaidl as ser-
vices that help ellglble individuals
gam access to needed medical, social,

ducatignal and other services, such
8s housing, vocational services, and
financial assistance. States can target

Hospuai and Community Psychiatry

these services fo certain RoPuIatlons,
such as_ individuals with long-term
mental illnsses. -
~ Rehabilitation. Medicaid's def-
inition of rehabilitation is very
broad. It covers any medical or ré-
medial_services recommended by a
Fh_ysmlan or other licensed prac-
itioner of the healing arts within the
scope of their practice under state
|aw, for maximum reduction of phys-
ical or mental disability and restora-
tionofa remlment to the bestpossible
functional fevel. Services, may be
Prowded in any setting, including
he client’s resiclence or'work place.
States are just beﬁmnmg to use this
Oﬁtlon o cover the services of psy-
chosocial rehabilitation and similar
community day programs, where so-
cial skills ramln%, fedication man-
agement. and other supportive ser-
vices are provided. N

Clinic services. Traditionally,
states have used the clinic services
option. to cover the services pro-
vided in_community' mental health
centers. The widespread use of this
option has_ resulted in detailed
federal requirements, some ofwhich
are not conducive to good patient
care, Clinic services must, for ex-
ample. always,be furpished in the
clinic (except for services to home-
Iess_peoPIe), and mental health pro-
fessionals may not provide clinic ser-
vices in the client's home. The clinic
services option includes both out-
patient therapy visits and pjrtial hos-
pitalization programmmg. .

Prescription drugs. Prescription
drug coverage is now nearly univer-
sal Under Medicaid, although often
there are_limits on the numbers of
prescriptions allowed or the fre-
quency of refills.

_Personal care services. Under
this option, direct patient care and
services related to activities of daily
living can be provided in the recip-
lent's home. Services must be pro-
vided or supervised by a reglst_er_ed
nurse and prescribed by a physician
Inaccordance with the patient’s pian
of care. Personal care services can
Include assistance with grocer s_ho?-
ping and household services, Clients
must require direct patient care ser-
vices to be eligible for other ser-
Vices.
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Care provided by other prac-
titioners._ Medicaid Can cover the
services of other mental health prac-
titioners. and a number of states now
cover psychologlsts_ under this op-
tion and a few also include psychiat-
ric social workers.

Inpatient psychiatric hospital
carefor those a?e 65and over. This
option allows states to finance psy-
chiatric hospital care for older in-
dividuals. _

Similarly, for children and adoles-
cents. Medicaid can contribute re-
sources to many ofthe services iden-
tified b¥ NIMH as essential compo-
nents ofacommunity sgstemo_fcare.
As for adults. MediCaid can finance
case, managlement,_day_treatment
services, early identification, assess-
mentand Intervention services, out-
patient assessment and treatment,
emergency and Crisis management,
crisisTesidential hospital services, in-
tensive care services, health care,
and transportation for children (93.

In addition to the services de-
scribed above foradults, forchildren
federal Medicaid law also re?ulre_s
states {o furnish early and periodic
screening and diagnostic services o
identify "physical “or mental prob-
lems, “Tredtment to correcc or
ameliorate “any defects or chronic
conditions” discovered must also be
furnished (10). This_ provision re-
quires a comprehensive assessment
of a child's overall health, develop-
ment. and nutritional status, inclug-
Ing an assessment of mental health
faCtors. However, screening and
diagnostic assessments are not ag-

ressively pursued. _Onlg 3 millign
edicaid-eligible chilarén and ado-
lescents received these exams in
198", even though studies show that
those who do receive such services
hal\{e_ II?wer health care costs as a re-
SUILILE,. : .

Other important service options
for children are_t_ar%_eted case man-
agement. rehabilitation, clinic ser-
vices. prescription drugs, and ser-
vices of other mental heaith Pro_fes-
sionals. Case manaqemen_ IS a
particularly important service for
children and adolescents who nor-
mally receive services trom many
community agencies. The rehabilita-
tion option can provide for fartiily-
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based in-home services and services
to yound people in foster care or
therapeutic group h >mes as well as
for day treatment.

State Medicaid plans should also
include the one on lonal service ur-
getc 1sPecnIcaIIy 0 children in need
0f mental healti care: inpatient psy-
chiatric hospital services for In-
dividuals under age 22. AIthouqh
this option covers onIY certain facili-
ties (many residential treatment cen-
terscannot qualify), itisan |mﬁortant
option to have available for children
who need inpatient care.

Unfortunately, it is impassible fo
tind srngle state with & Medicaid
services package that provides com-
prehensive coveraqe as described
above either for adults or children.

Proposed action

Mental health advocates should
focus far more attentron on Medrc-
d After several X/elars of control
an retrenchment, Medicaid is now
rowing. The federal Povernment
as been expanding efigibility for
low-Income OPregnant womeri and
chrldren an in the procesg 3
broken the tie between Me |ca|
and welfare, so that Medicaid
movrnri toward becomrn? a program
f health care for all fow-in¢ome
PeORIe Although the prospects for
urther federal "expansions are not
%ood at this time, states have also
equn to expand hoth. pro%ram
eligibility options and services covey-
age. Stare mental health agencies in
most states are now payrr&g greater
attention to the Medicaid” system,
and many states have recepdy ex-
panded Community mental health
coveraﬁe

Alt ough s?me rohlems remain

with tederal law and regulations,
most ot the current barriers to
providing ade uate mental health
coveralge for Medicaid recipients
stem ffom state Rolrcres Chanﬂrnﬁ
this situation should be a h
priority for those who want to |
Rrove access to appropriate mental
ealth care for low-income people.
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1990 H&CP Institute

The 42nd Instrtute on Haogpital and
Communrty Psyc |atr will be held
Qctober ~-II &t the Marriott City
Center In Denver, James T. Bayter,
M.D., of Chicago is chairman of the
rogram committee A Rrelrmrn Iy
JBrogram will be published In t

Uné_issue.

. The institute is one of two na-
tional meetings sponsored annually
by the American Psychiatric As-
sociation. Last fall’ § Institute In Bos-
ton drew almost 1.$00 mental health
professionals.

February 1990 Vol. 41 No.?

R E A C If

24.000

PSYCHIATRIC

PROFESSIONALS

W ITH

CU&% | IgE BS

Get the maximum exposurtT- for
your psychiatric staff vacancies
with H&CP, the journal that
reaches every level of service
on the ps?;chratnc team. H&CP
reaches them all. psychiatrists,
psychologists, nurses, thera-
pists, program directors, social
workers, educators, and admrn
istrators. An advertisement in
H&CP puts you in touch with
over 24,000 professionals in or-
ganrzed psychiatric service set-
tings across North America.

With the highest renewal and pass-
along readership of monthly in-
terdisciplinary ~ journals—you
can be sure that H&CP will de-
liver the audience you need to
help fill your psychiatric staff
vacancies.

Call Missy Hietx. Classified Ad-
vertisin% Coordinator at 202-
682-6124 for more informa-
tion.

To place your classified advertise-
ment please send or FAX it to:

Missy Hiclt
Classified Advertising.

American Psychiatric
Association
MOO KSlrecL MM',
Washington. D C. 20005

FAX » 202-682-61M

Hospital and Community Psychiatry



Senator Rick Uehling
Downtown, Klmendorf, Northeast Anchorage
Co-Chairman, Senate Finance Committee

International Trade & Tourism Committee
State Affairs Committee

MEMORANDUM

TO: Representative Johnny Ellj,
Chair, House HESS Committ

FROM: Senator Rick Uehling

DATE: January 26, 1990

RE: The Home Care Initiative,

SB -3*4: "An Act directing the Department of
Health and Social Services to seek permission to
use options and receive waivers under the
Medicaid program for the cost of home or
community-based services for developmentally
delayed children, developmentally disabled
persons, disabled adults, and older Alaskans;
directing other agencies to assist iIn that
process; and providing for an effective date."

I have asked staff to provide the following background and
analysis to SB 334, which has been referred to the HESS

Committee. At this time, 1 respectfully request that this
bill be scheduled for a HESS Committee hearing as soon as
possible.

Senate Bill 334 directs the Department of Health and Social
Services to apply for federal approval to modify Alaska“®s
medicaid program to allow for home care services for
certain medicaid eligible Alaskans.

I know that through your work with the disabled and elderly
people in this state, you understand the importance of this
legislation. Thank you for your consideration.

Attachment

P.O. BOX V,JUNEAU. AK 99*11 (9071 465-4*21 Jill ST, ISIS, ANCHORAGE . AK 9950J (9071 $61-761J



Senator Rick Uehling

Downtown. Klmendorf, Northeast Anchorage

Co-Chairman, Senate Finance Committee
Internutionul Trade <€ Tourism Committee
State Affairs Committee

BILL SUMMARY
SB 334

"AN ACT DIRECTING THE DEPARTMENT OF HEALTH AND SOCIAL
SERVICES ... TO SEEK ... WAIVERS UNDER THE
MEDICAID PROGRAM"

This bill directs DHSS to apply for federal approval to
modify Alaska®s medicaid program to allow for home care in

place of institutional care.

Alaska®s current medicaid program does not provide home care
benefits for those patients who qualify for institutional
care. This program if adopted will allow Alaskans who
qualify for medicaid to choose home care rather than
institutional care.

Home care can provide many benefits. The federal program
caps the cost of home care so that it cannot exceed the cost
of institutional care. In many cases the home care
alternative will save the state money. In addition, for
certain patients the recovery process is more rapid when the
patient is iIn a home environment, supported by fTamily.

The bill works by requiring DHSS, the Older Alaskans
Commission, and the Governor®s Council for the Handicapped
and Gifted to survey client needs and to coordinate the list
of potential home care services. DHSS will then serve as
the lead agency to prepare an application to the federal
government to modify Alaska®s medicaid program to include
home care services.

Alaskans who benefit from this legislation include senior
citizens, parents of disabled children, disabled adults, and
Alaskans experiencing a developmental disability.

Po.Box V.JUNEAU Ak wsiI (9071465-Mi21 3111 ST. #515, ANCIIORAGK, AK *»503<007> 5+1-7613



Senator Rick Uehling
Downtown, KImcndorf, Northfist Anchorage
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Co-Chairmun, Senate Finance Committee
International Trade & Tourism Committee
State Affairs Committee
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Amended: 1/25/90 6-1564J
Introduced: 1/8/90
Referred: Health, Education and Social

Services and Finance

BV SEN. UEHLING, _Fahrenkamp. Duncan, Sturgulewski, Faiks, Halford, Rodey,
Jones, Eliason, Zharoff, Pourchot

IN THE SENATE
SENATE BILL NO. 334(efd am)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act directing the Department of Health and Social
Services to seek permission to use options and re-
ceive waivers under the Medicaid program for the cost
of home or <community-based services for develop-
mentally delayed children, developmentally disabled
persons, disabled adults, and older Alaskans; direct-
ing other agencies to assist in that process; and
providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS; INTENT. (a) The legislature finds that chil-
dren and adults who are experiencing disabling conditions have individual
and changing needs that can be best addressed by having available to them a
mix of services, including home and community-based services and institu -
tional care. The historical focus of the Medicaid program has been on
providing services in institutional settings for adults who need outside
assistance in daily living and for children who need developmental help.
Therefore, some persons whose needs could be met outside of institutions
have, nevertheless, become institutionalized so that they could receive
services through the Medicaid program. Other persons in need have received
no services until their conditions deteriorated to the point where they met
the Medicaid criteria for institutionalization. Nursing facilities, hos-
picals, and intermediate care facilities for the mentally retarded should
remain readily available for chose whose needs require that kind of set-

ting, but the availability of homo and community-based services should also

SB0334b -1- SB 334(efd am)
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be expanded so that, when possible, persons could be deinstitutionalized,
avoid institutionalization, or avoid becoming at risk of institutionaliza-
tion and be assisted to live on their own, with their families, or in group
settings that allowsemi-independent living in their own communities.
Furthermore, home and community-based services can help persons whose
disabling conditions might never require institutional care, but whose
lives could be more comfortable and more productive if the services were
provided.

(b) It is the legislature's intent in enacting this Act to require
the Department of Health and Social Services to seek approval from the
federal government to use some Medicaid program money to broaden the range
of home and community-based services that are available for appropriate
groups of developmentally delayed children, developmentally disabled per-
sons, disabled adults, and older Alaskans, who could benefit from them,
especially those who would otherwise require Medicaid program money for
more costly institutionalization. The choice of which waivers and options

woul ' be applied for and which population groups should be served would be
inrde by the department after priorities arfe recommended by the Governor's
Council for the Handicapped and G ifted and the Older Alaskans Commission.
Through budget oversight, legislative hearings, and other legislative
action, the legislature would give specific budgetary authority and policy

%
directives to the department to guide it when it applies for the options
and waivers.

* Sec. 2. PRELIMINARY RESEARCH. (a) The Governor's Council for the
Handicapped and G ifted and the Older Alaskans Commission shall, in consul-
tation with other appropriate public and private agencies, conduct re-
search, compile statistics, and prepare inform ation and documents that

would be useful to the Department of Health and Social Services in deter-

mining necessary services, optimal service delivery areas and methods, and

So 334(efd am) -2- SB0334b
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the appropriate groups of developmentally delayed children, developmentally
disabled persons, disabled adults, and older Alaskans, for which the de-
partment may apply for home and community-based options and waivers under
42 U.S.u. 1396n and other federal laws relating to the Medicaid program.
(b) By June 1, 1991, the Governor's Council for the Handicapped and
G ifted and the Older Alaskans Commission shall submit written reports o)
the legislature and the Department of Health and Social Services docuinent-
ing their recommendations for the scope and substance of the options and
waivers that the department may apply for under this Act, including their
recommended priorities for which specific populations should be served.

* Sec. 3. PRELIMINARY DETERMINATIONS; FISCAL ANALYSIS OF PROPOSED
PROGRAM CHANGES. (a) Based on the written reports, including the priority
designations, received under sec. 2(b) of this Act, the Department of
Health and Social Services shall make a preliminary determination of which
options and waivers it plans to apply for. The department shall, by
January 15, 1992, submit to the legislature a report estimating the fiscal
effect of implementing the particular options and waivers for-' which it
plans to seek approval from the federal government under this Act. The
report must include for each population group for which approval for an
option or waiver w ill be sought

(1) a description of the group and its geographical distribu-
tion, including the number of persons to be served in each geographical
area;

(2) the specific types of services to be provided under the
option or waiver;

(3) the cost to the state of implementing the option or waiver,
including administrative costs, the cost of services to be provided under
the options or waivers, and other affected Medicaid program costs; Che

report must specifically address whether use of the option or waiver will

Sb0334b -3- SB 334(efd am)
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result in the provision of services to a newly eligible population not
previously receiving Medicaid services; and
(4) the cost to the state of serving the group and other affect*
ed Medicaid program cost3 if the option or waiver is not approved and
implemented, including administrative costs and the costs of services that
would be provided in the existing health care delivery system without using
the option or waiver.
(b) During the process of developing the applications that would be
submitted to the federal go ernment for its approval under this Act, reli-

able inform ation should become available to substantiate the costs of

implementing home and community-based options and waivers. The legislature
acknowledges that reliable information on this subject is not currently
available, although long-term cost avoidance is lik e ly because home and
community-based services w ill help slow the rate of growth in the need for
construction of additional nursing home beds and help persons avoid insti-
tutionalization. Therefore, it is the legislature's intent that fiscal

notes prepared for this Act shouldreflect only the costs of researching,
w riting, negotiating, and obtaining approval of the applications to the
federal government and the costs of preparing the fiscal analysis required
under (a) of this section. E stim ates of program implementation costs,
including the costs of services, should be made only after comprehensive
data is available. ,

Sec. 4. FINAL DETERMINATION; APPLICATIONS FOR OPTIONS AND WAIVERS.
(a) After legislative review during the Second Session of the Seventeenth
Alaska State Legislature, and before September 15, 1992, the Department of
Health and Social Services shall apply to the Secretary of Health and Human
Services for permission to use home and community-based options and waivers
that may be approved under 42 U.S.C. 1396n(c) - (d) and other federal laws

for developmentally delayed <children, developmentally disabled persons,

SB 334(efd amj -4~ SB0334b
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disabled adults, and older Alaskans, especially those for whom the depart*
ment determines that but for the provision of the services the persons
would require the level of care provided in a hospital, nursing facility,
or intermediate care facility for the mentally retarded, the cost of which
could be reimbursed under the federal Medicaid program. When determining
which options and waivers it will apply for under this subsection, the
department shall consider the priorities recommended by the Governor®
Council for the Handicapped and Gifted and the Older Alaskans Commission
and the specific budgetary authority and policy directives set by the
legislature.

(b) In its process of seeking permission to use options and receive
waivers under (a)of this section, the Department of Health and Social
Services may seekto provide all appropriate services allowed by federal
law that are consistent with the needs of the population groups for which
the department intends to provide services under the options and waivers.

(c) While preparing applications required under (a) of this section,
the Department ofHealth and Social Services shall consult with® the Cover-
nor % Council forthe Handicapped and Gifted and the Older Alaskans Commis*
sion. In addition, 60 days before submitting applications to the Secretary
of Health and Human Services, the department shall deliver a copy of the
proposed applications to the council and the commission for their review
and comment. The department shall consider comments made by the council
and commission and amend the applications as considered appropriate by the
department before submitting them to the Secretary of Health and Human
Services.

(d) The Department of Health and Social Services may submit more than
one application under this section if not. than one group of persons could
be effectively served by home or communlty*based options or waivers consis*

tent with (a) of this section and the requirements of 42 U S.C. 1396n(c) -
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(d) and other federal laws.

* Sec. 5. INTERACENCY COORDINATION. The Governor®"s Council for the
Handicapped and Gifted, the Older Alaskan3 Commission, and the Department
of Health and Social Service- shall enter into an interagency agreement for
carrying out this Act. The agreement must provide that

(1) the Department of Health and Social Services is recognized
as the lead agency responsible for applying to the federalgovernment for
the use of options and waivers described in this Act; and

(2) all three agencies V/ill cooperate with each other 1in provid—
ing requested nonconfidcntial information that would assist the agencies in
fulfilling their duties under this Act.

* Sec. 6. DEFINITIONS. In this Act

(1) "developmentally delayed children” means children who are
eligible for Medicaid under federal regulations and need early intervention
services because they

(A) are experiencing developmental delays, as measured by
appropriate diagnostic instruments and procedures, 1in cognitive devel —
opment; physical development, including vision and hearing; language
and speech development; psychosocial development; or self-help skills;

(B) have a diagnosed physical or mental condition that Iis
likely to result in developmental delay described 1in (A) of this
paragraph; or

(C) are at risk of having substantial developmental delays
as described in (A) of this paragraph if early Intervention services
are not provided;

(2) "developmentally disabled person™ means a person who Is
eligible for Medicaid under federal regulations and has a severe, chronic
disability that

A) is attributable to a mental or physical impairment
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combination o* mental and physical impairments;

(B) is manifested before the person attains age 22;

(©) is likely to continue indefinitely;

(@) results in substantial functional limitations in three
or more of the following areas of major [life activity: self-care,
receptive and expressive language, learning, mobility, self-direction,
capacity for independent living, and economic selfFsufficiency; and

(E) reflects the person®s need for a combination and se-
quence of special, interdisciplinary, or generic care, treatment, or
other services that are of [lifelong or extended duration and are
individually planned and coordinated;

(3) "disabled adult™ means a person 18 years of age or older who
is eligible for Medicaid under federal regulations and is unable to engage
in any substantial gainful activity by reason of a medically determinable
physical or menta®" impairment that can be expected to result in death or
that has lasted or can be expected to last for a continuous period of at
least 12 months;

(4) "older Alaskans™ has the meaning given in AS 47.65.060,
except that it includes only older Alaskans who are eligible for Medicaid

under federal regulations.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).-
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