
ALASKA LEGISLATURE COMMITTEE FILES, 1989-1990 6410 SENATE LABOR & COMMERCE V



D EA R : SEN ATOR E L IA S O N

NAME: SUSAN AMUNDSON 
T I T L E :

A D D R ESS : 3620 BURL CO U RT
C I T Y :  ANCHORAGE Z I P :  9950A

PHONE: 3 3 7 -1 9 3 3  
B I L L  HO:
S U B J E C T :  SB  664 AND HB 515
M ESSAGE: P L E A S E  SUPPORT S B  AAA AND HB 5 1 5 . C R E D IT E D  S E R V IC E  IN  P E R S . /BN

POMID: 03081AA3 
D A TE : 02/13/90 
T IM E : 0 8 : iA : A 3  

LION AM E: ANCHORAGE L IO

R E P R E S E N T A T IV E S R E P R E S E N T A T IV E S SEN ATO RS

BARNES BOUCHER ADAMS
BOYER BROWN B IN K LEY
C O L L IN S C O TTEN C O G H IL L
DAVIDSON D A V IS ,  C . DUNCAN
D A V IS , M. DON LEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
F O S TE R FURNACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JO N ES
JA CK O KOPONEN K E L L Y
K'IBIN A LARSON K E R T TU LA
I .MAN MACLEAN PEA RCE
MARTIN MENARD POURCHOT
M ILL E R NAVARRE RODEY
PETTY JO H N P H I L l I P S STU R G U LEW SK I
R IE G E R SHARP SZYM ANSKI
SH U LTZ SWACKHAMMER U EH LIN G
TA YLO R ULMER ZHAROFF
W A LL IS ZAWACKI

D EA R : SENATOR E L IA S O N

NAME: D R . F .  R U S S E L L  MANUEL 
T I T L E :

A D D R ESS : 2535 S T .  E L I A S
C I T Y :  ANC Z I P :  99517

PHONE: 5 6 2 -7 07 0  
B I L L  NO: S B  316
S U B J E C T :  P R O FESS IO N A L IN CO M P ETEN CE/ST MED BD
M ESSAG E: I  AM A P R A C T IC IN G  P H Y S IC IA N  IN  ANCHORAGE AND I  F U L L Y  SUPPORT SB  31 6 . 
/LD

POM ID: 03081909 
D A T E : 02/13/90 
T IM E : 0 8 :1 9 :0 9  

LION AM E: ANCHORAGE L IO

R E P R E S E N T A T IV E S R EP R E S E N T A T IV E S SEN A TO RS

BARNES BOUCHER ADAMS
BOYER BROWN B IN K LE Y
C O L L IN S CO TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS , M. DONLEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
FO S TER FURNACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JO N ES
JACKO KOPONEN K E L L Y
KUBINA LARSON K E R T T U LA
LEMAN MACLEAN PEA R CE
MARTIN MENARD POURCHOT
M ILLER NAVARRE RODEY
PETTYJO H N P H I L L IP S STU R G U LEW SK I
R IEG ER SHARP SZYM ANSKI
S H U LTZ SWACKHAMMER U EH LIN G
TAYLOR ULMER ZHAPOFF
W A LLIS ZAW ACKI



DEA R: SEN ATOR E L IA S O N  D EA R : SEN ATO R  E L IA S O N

* Vi'
• - v■ m  ■■ a

P U B L IC  O PIN IO N  MESSAGE P U B L IC  O PIN IO N  M ESSAGE

NAME: GEORGE STEW ART 
T I T L E :

A D D R ESS : 2841 D EBA R R , #50
C I T Y :  ANCHORAGE Z I P :  99508

PHONE: 2 7 6 -2 8 1 1  
S I L L  NO: SB  316
S U B J E C T :  P R O FESS IO N A L IN CO M P ETEN CE/ST MED BC
M ESSAGE: P LE A S E  V O TE  NC ON AMENDMENT TO  S B 3 1 6 . T H IS  AMENDMENT W IL L  ALLOW  A L L  
FORMS OF QUACKERY AND CHARLATAN ISM  TO  RUN RAMPANT IN  TH E  S T A T E S  AND W IL L  C LA U  

S E  TH E  M ED ICA L L IC E N S E  BOARD TO  BECOME IM POTEN T./CM R

NAME: DUANE ANDERSON 
T I T L E :

A D D R ESS : BOX 38
C I T Y :  SO LD O TN A i AK Z I P :  99669

PHONE: N /R - 
B I L L  NO:
S U B J E C T :  CO N TR A CT FO R M U LA TIO N (S )
M ESSAG E: I F  BOB D IC K  (AND H IS  S T A F F )  OR YOU, TH E  L E G IS L A T O R , ( AND YOUR S T A F F S ,  

OR JUNEAU BASED  L O D B Y IS T S )  R E A L LY  B E L IE V E  TH A T  YOU HAVE TH E  E X P E R IE N C E ,  EX P ER ­
T I S E ,  OR P E R S P E C T IV E  TO  D R A FT  CO N TR A CTS  A T  T H I S  T IN E  FOR TH E  COOPER LANDING 
N EEO S , TH EN  A L L  I  CAN SAY  I S  TH A T  NONE O F YOU HAVE SHOWN T H I S  COM PETAN CE OR 
AW ARENESS B EF O R E  NOW.

POMID: 03112215 POMID: 13123315
D A TE : 02/13/90 D A T E : 02/13/90
TIM E : 1 1 :2 2 :1 5 T IM E : 1 2 :3 3 :1 5

LIONAM E: ANCHORAGE L IO LIONAM E: SO LDOTN A L IO

C O P IE S : SEN A TO RS C O P IE S : R E P R E S E N T A T IV E S

RODEY
C O G H IL L
F A IK S

BARN ES BOUCHER ADAMS
BOYER BROWN B IN K LE Y
C O L L IN S C O TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS ,  M. DONLEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
FO S TE R FURNACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JO N ES
JA CK O KOPONEN K E L L Y
KUBINA LARSON K E R TTU LA
LEMAN MACLEAN PEA RCE
M ARTIN MENARD POURCHOT
M ILL E R NAVARRE RODEY
P ETTY JO H N P H I L L IP S STU RG U LEW SK I
R IE G E R SHARP SZYM ANSKI
S H U LTZ SWACKHAMMER U EH LIN G
TA Y LO R ULMER ZHAROFF
W A L L IS ZAW ACKI

I____



P U B LIC  O PIN IO N  HESSAG E P U B L IC  O PIN IO N  M ESSAGE

D EA R : SEN ATOR E L IA S O N  D EA R : SEN ATOR E L IA S O N

NAME:
T I T L E :

A D D R ESS :
cm:

PHONE: 
B I L L  HO: 
S U B J E C T :  
M ESSAGE:

BURTON JA N IS

1200 A IR P O R T H E IG H TS  ROAD
ANCHORAGE Z IP :  99508
2 6 9 -2 03 0  
SB  316
P R O FESS IO N A L IN CO M P ETEH CE/ ST MED BD
I  OPPOSE SB 3 1 6 . T H I S  B I L L  SU B V ER TS  TH E P R O CESS  TH A T  DEMANDS PROOF OF 

E F F I C A C Y  AND LA CK  OF S IG N IF IC A N T  T O X I C I T Y  B EFO R E  D IA G N O S IT IC  T E S T  OR NEW 
TH ERAPY  I S  U SED  ON P E O P LE . T H I S  B I L L  P R O TE C TS  TH E  PU RVEYERS OF UNPROVEN T E S T S  

AND REM EDYS FROM IN V E S T IG A T IO N  BY TH E S T A T E  BOARD OF M ED IC A L EXAM IN ERS. TH E 
P EO P LE  O F A LA SK A  W IL L  S U F FE R  I F  T H IS  B I L L  P A S S E S . /CMR

PAUL F .  SANOHOFER

7321 BRANCHE D R IV E
ANCHORAGE
3 9 9 -3 2 5 9

NAME:
T I T L E :

A D D R ESS :
C I T Y :  ANCHORAGE Z IP :  9951P

PHONE:
B I L L  NO:
S U B J E C T :  R A I L B E L T  ENERGY FUND
m e s s a g e : t h e  R A I L B E L T  EN ERGY FUND WAS E S T A B L IS H E D  FOR U SE  BY C E N T R A L  AND 
SOUTH C E N TR A L  ENERGY CONSUM ERS. TH E  A V A ILA B LE  FUNDS WOULD FIN A N CE  TH E  

PROPOSED AN CHORAGE/KEN AI AND H EA LY / FA IR B A N K S  I N T E R T I E S  P LU S  R ECO N STR U CTIO N  
OF TH' SEWARO TR A N SM ISSIO N  L IN E .  TH E  EX P EN D ITU R ES  W I L L  B E N E F IT  3/9  O F TH E 

PO PU LA /ION  O F TH E  S T A T E  O F A LA SK A .

03101605 POMID: 03111629
02/13/90 D A T E :  02/13/90
1 0 :1 6 :0 5 T IM E : 1 1 :1 6 :2 9
ANCHORAGE L IO LION AM E: ANCHORAGE L I O

SEN A TO RS C O P IE S :  R E P R E S E N T A T IV E S R E P R E S E N TA T IV E S SEN ATO RS

ADAMS BARN ES BOUCHER ADAMS
B IN K LE Y BOYER BROWN B IN K LE Y
C O G H IL L C O L L IN S C O TTEN C O G H IL L
DUNCAN DAVIDSON D A V IS , C . DUNCAN
FAHRENKAMP D A V IS , M. DONLEY FAHRENKAMP
F A IK S E L L I S F I N K E L S T E IN F A IK S
F IS C H F R F O S TE R FURNACE F IS C H E R
FRANK G O LL GRUENBERG FRANK
H ALFORD GRUSSENDORF HANLEY HALFORD
JO N ES HOFFMAN HUDSON JO N ES
K E L L Y JA CKO KOPONEN K E L L Y
K E R T TU LA KUBINA LARSON K E R T TU LA
P EA R CE LEMAN MACLEAN PEA RCE
POURCHOT M ARTIN MENARD POURCHOT
RODEY M IL L E R NAVARRE RODEY
STU RG U LEW SKI PETTY JO H N P H I L L IP S STU R G U LEW SK I
SZYM ANSKI R IE G E R SHARP SZYM ANSKI
U EH LIN G S H U LTZ SWACKHAMMER U EH LIN G
ZHAROFF TA Y LO R ULMER ZHAROFF

W A L L IS ZAW ACKI

!
■



D EA R : SEN ATOR E L IA S O N  O EA R : SENATOR E L IA S O N

P U B L IC  OPIN ION  M ESSAGE

NAME: KATHY PO N TIU S  
T I T L E :

A D D R ESS : H C34 BOX 2060
C I T Y :  W A S ILLA  Z I P :  99687

PHONE: 3 7 6 -8 7 6 3  
B I L L  NO: SB  316
S U B J E C T :  P R O FES S IO N A L IN CO M P ETEN CE/ ST  MED BD
M ESSAG E: I  STRON GLY URGE YOUR SUPPORT FOR H EA LTH  CA R E  FREEDOM  AND PASSAG E O F 

S B 3 1 6 .

NAME: M ELAN IE HINZMAN 
T I T L E :

A D D R ESS : 1949 K IT T IW A K E D R .
C I T Y :  FA IRBAN KS Z I P :  99709

PHONE: 4 7 9 -8 1 5 3  
B I L L  NO: H JR  13
S U B J E C T :  CO N ST. AMENDMENT: ED U CA TIO N  ENDOWMENT
M ESSAGE: I  STRON GLY SUPPORT P LA C IN G  TH E  ED U CA TIO N  FUND, HJR  13  ON TH E  1990 

STA TEW ID E  E L E C T IO N  B A L L O T  B ECA U SE  I  B E L I E V E  TH A T  I T  I S  A LONG RANGE SO LU TIO N  TO  
P U B L IC  SCHOOL FUNDING N EED S . EOM

POM ID: 14104705 
D A T E : 02/13/90 
T IM E : 1 0 :4 7 :0 5  

LION AM E: M AT-SU  L IO

C O P IE S :  R E P R E S E N T A T IV E S  R E P R E S E N TA T IV E S  SEN ATO RS

POMID: 07111813 
D A T E : 02/13/90 
T IM E : l i : 1 8 :1 3  

LION AM E: FA IRBAN KS L I O

C O P IE S :  R E P R E S E N T A T IV E S  R E P R E S E N T A T IV E S  SEN A TO RS

BARN ES BOUCHER ADAMS
BOYER BROWN B IN K LEY
C O L L IN S C O TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS , M. DON LEY FAHRENKAMP
E L L I S F I N K E L S T E IN F A IK S
FO S TE R FURNACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JO N ES
JA CK O KOPONEN K E L L Y
KUBINA LARSON K E R T TU LA
LEMAN MACLEAN PEA RCE
MARTIN MENARD POURCHOT
M IL L E R NAVARRE RODEY
PETTY JO H N P H I L L IP S STU RG U LEW SKI
R IE G E R SHARP SZYM ANSKI
S H U LTZ SWACKHAMMER U EH LIN G
TAYLO R ULMER ZHAROFF
W A LL IS ZAW ACKI

BARNES BOUCHER ADAMS
BOYER BROWN B IN K L E Y
C O L L IN S C O TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS , M. DON LEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
FO STER FURN ACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HAN LEY H A LFO RD
HOFFMAN HUDSON JO N ES
JACKO KOPONEN K E L L Y
KUBINA LARSON K E R T T U LA
LEMAN MACLEAN P EA R CE
MARTIN MENARD POURCHOT
M ILLER NAVARRE RODEY
PETTYJO H N P H I L L IP S STU RG U LEW SK I
R IE G E R SHARP SZYM ANSKI
SH U LTZ SWACKHAMMER U EH LIN G
TAYLOR ULMER ZH A R O FF
W A LLIS ZAW ACKI

I



m a r : s e n a t o r  e l i a s o n

n a m e : E L L E N  F L E T C H E R  
T I T L E :

A D D R ESS : 16A5 OLD  P IO N E l'R WAY
C I T Y :  FA IR BA N K S Z I P :  99709

PHONE: A 7 9 -4 1 6 7  
B I L L  NO: SB  167
S U B J E C T :  GOODPASTER  P U B L IC  U SE  A REA
M ESSAG E: I  WOULD L I K E  YOU TO  SU PPO RT S B 1 6 7 . EOM /FZ

POMID: 07131202 
D A T E : 02/06/90 
T IM E : 1 3 :1 2 :0 2  

LION AM E: FA IR BA N K S L IO

C O P IE S :  SEN ATO RS

FAHRENKAMP
K E R T TU LA
FRANK
HALFORD
STU R G U LEW SK I
ZHAROFF

NAME: K A TH LEEN  K E L L Y  
T I T L E :

A D D R E S S : 1601 F IR T H  RD
C I T Y :  W A S ILLA  Z I P :  99687

PHONE: 3 7 6 -2 1 9 7  
B I L L  NO: SB  316
S U B J E C T :  P R O FES S IO N A L IN CO M P ETEN CE/ ST  MED BD
M ESSA G E: I  AM IN  FAVOR OF T H I S  B I L L  AND HOPE YOU W IL L  PA SS  I T .

D EA R : SENATOR E L IA S O N

POM ID: 141338C1 
D A T E :  02/06/90 
T IM E :  1 3 :3 8 :0 1  

L'IC . ‘AME: M AT-SU  L IO

C O P IE S :  SEN ATORS

RODEY
F A IK S
K ER TTU LA
C O G H IL L



PUBLIC OPINION MESSAGE

DEAR: SENATOR ELIASON

NAME: V IN C E  W ITHINGTON 
T I T L E :

A D D R ESS : 2840 P E L IC A N  D R IV E
C I T Y :  ANCHORAGE Z I P :  99515

PHONE: 2 6 5 -6 0 9 9  
B I L L  NO:
S U B J E C T :  ED U CA TIO N  ENDOWMENT
M ESSAG E: TH E  ED U CA TIO N  ENDOWMENT "AKA CO W P ER 'S  S T A T E  SPEN D T NG TROJAN  HORSE" 
I S  A FRAUD. EVEN  CO W PER 'S  PERMANENT FUND COM M ISSION R EP O R T SHOWS P U B L IC  
O P P O SITIO N  TO  TH E  ED U CA TIO N  ENDOWMENT I S  ALM OST 2 TO  I .  S E E  PAGE 26-1= 378 
V ERSUS 5= 658. REM EMBER, T H I S  SURVEY WAS H EA V ILY  D IR E C T E D  TOWARD ED U CA TIO N , 

S TU D EN T, AND GOVERNMENT P A R T IC IP A T IO N . /IW

POMID: 03112457 
D A TE : 02/05/90 
T IM E : 1 1 :2 4 :5 7  

LIONAM E: ANCHORAGE L IO

C O P IE S :  SEN A TO RS

ADAMS
B IN K LE Y
CO G H I ,L
DUNCAN
FAHRENKAMP
F A IK S
F IS C H E R
FRANK
HALFORD
JO N ES
K E L L Y
K E R T TU LA
PEA R CE
POURCHl'T
RODEY
STU RG U LEW SKI
SZYM ANSKI
U EH LIN G
ZHAROFF

D EA R : SEN ATO R  E L IA S O N

NAME: E R I C  LYNN 
T I T L E :

A D D R ES S : 7781 LA R S  C I R C L E
C I T Y :  ANCHORAGE Z I P :  99518

PHONE: 3 4 9 -8 3 6 9  
B I L L  NO: S B  316
S U B J E C T :  P R O FE S S IO N A L IN CO M P ETEN CE/ ST  MED BD
M ESSA G E: I  B E L I E V E  TH A T  A LT ER N A T IV E  M E D IC IN E  SHOULD B E  TH E  C H O IC E  O F TH E  P U B LIC  
AND NOT O F ANY S T A T E  OR O TH ER  O RG A N IZA TIO N . I 'M  SU R P R IS ED  TH A T  ANYONE I S  

HOLDIN G  TH E  'R E IN S "  ON T H I S  B I L L  K EEP IN G  I T  FROM P A SS IN G . P L E A S E  PA SS  SB  316 . 
I  AM P R E S ID E N T  OF LO C A L  UNION 190 AND W IL L  MAKE SU RE A L L  O F TH E  MEMBERS ARE 

IN FORM ED. /IW

POM ID: 03114943 
D A T E :  02/05/90  
T IM E : 1 1 :4 9 :4 3  

LION AM E: ANCHORAGE L IO

C O P IE S :  R E P R E S E N T A T IV E S  R E P R E S E N T A T IV E S  SEN A TO RS

BARNES BOUCHER ADAMS
BOYER BROWN BINKLEY
COLLINS COTTEN COGHILL
DAVIDSON DAVIS, C. DUNCAN
DAVIS, M. DONLEY FAHRENKAMP
ELLIS FINKELSTEIN FAIKS
FOSTER FURNACE FISCHER
GOLL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JONES
J.tCKO KOFONEN KELLY
KUBINA LARSON KERTTULA
LEMAN MACLEAN PEARCE
MARTIN MENARD POURCHOT
MILLER NAVARRE RODEY
PETTYJOHN PHILLIPS STURGULEWSKI
RIEGER SHARP SZYMANSKI
SHULTZ SWACKHAMMER UEHLING
TAYLOR ULMER ZHAROFF
WALLIS ZAWACKI



■ ■
'.-̂*.6.' «V(i ■

P U B L IC  OPIN ION  M ESSAGE

D EA R : SEN ATOR E L IA S O N

NAME: JUDY RODRIG U EZ  
T I T L E :

A D D R ESS : 6590 G L A C IE R  HWY #127
C I T Y :  JUN EAU , AK Z I P :  99601

PHONE: 7 6 0 -9 1 2 7  
B I L L  NO:
S U B J E C T :  C H IL D  SUPPORT FOR C H ILD R EN
M ESSAG E: I  IN S I S T  TH E L E G IS LA T U R E  IM PLEM ENT FA M ILY  SUPPORT TA SK  FO RCE 

RECOMMENDATION 35 AND 36 . P LE A S E  PUT AN E S T IM A TED  1 .6  M ILL IO N  D O LLA R S  OF 
BACK C H IL D  SUPPORT PAYMENTS IN  TH E  HANDS OF C H ILD R E N  F I R S T  B EFO R E  ANY 3 F A T F  
W ELFARE D EB T  I S  P A ID , L I K E  OREGON D O ES . G IV E  C H IL D  SUPPORT TO  TH E C H ILD R E N .

POM ID: 00160596 
D A T E : 01/25/90 
T IM E : 1 6 :0 5 :9 6  

LION AM E: JUNEAU L IO

C O P IE S :  R E P R E S E N T A T IV E S  R EP R E S E N T A T IV E S  SEN ATO RS

BARNES
BOYER
C O L L IN S
DAVIDSON
D A V IS , tl.
E L L I S
FO S TER
G O LL
GRUSSENDORF
HOFFMAN
JA CK O
KUBINA
LEMAN
MARTIN
M ILLER
PETTY JO H N
R IE G E R
SH U LTZ
TAYLO R
W A LLIS

BOUCHER
BROWN
CO TTEN
D A V IS , C .
DONLEY
F IN K E L S T E IN
FURNACE
GRUENBERG
HANLEY
HUDSON
KOPONEN
LARSON
MACLEAN
MENARD
NAVARRE
P H I L L IP S
SHARP
SWACKHAMMER
ULMER
ZAWACKI

ADAMS
B IN K LE Y
C O G H IL L
DUNCAN
FAHRENKAMP
F A IK S
F IS C H E R
FRANK
H ALFORD
JO N ES
K E L L Y
K E R T TU LA
PEA R CE
POURCHOT
RODEY
STU RG U LEW SKI
SZYM ANSKI
U EH LIN G
ZHAROFF

g

PUBLIC OPINION MESSAGE

D EA R : SENATOR E LIA S O N

NAME: S T E V E  AND STA R  PAV ISH  
T I T L E :

A D D R ESS : 9191 C LA R IO G E  P LA CE
C I T Y :  ANCHORAGE Z I P :  99507

PHONE: 399-5396  
B I L L  NO: SB  316
S U B J E C T :  P R O FES S IO N A L IN CO M P ETEN CE/ST MED BD
M ESSAG E: WE URGE YOU TO  SUPPORT SB  316 TO  ENHANCE H EA LTH  CA R E  FREEDOM  FOR A L L  
A LA SKA N S. ENACTM ENT OF SB 316 W IL L  P R O TECT  D O CTO RS FROM B EIN G  SA N CTIO N ED  BY 
TH E S T A T E  M ED ICA L BOARD S O LE LY  FOR P R A C T IC IN G  UNORTHODOX OR M IN O RITY  CON CEN SUS 

M E D IC IN E . T H I S  B I L L  WOULD G R EA TLY  IN C R EA S E  TH E  NUMBER O F H EA LTH  CA RE 
A LT E R N A T IV E S  A V A ILA B LE  TO  A LA SK A N S. THANK YOU. /O J

POMID! 03155137 
D A TE : 01/25/90 
T IM E : 1 5 :5 1 :3 7  

LIONAM E: ANCHORAGE L IO

R E P R E S E N T A T IV E S SEN ATO RS

BARNES F A IK S
BOUCHER HALFORD
BROWN PEA R CE
C O L L IN S K E L L Y
CO TTEN K E R T TU LA
DONLEY RODEY
E L L I S STU RG U LEW SKI
FURNACE SZYM ANSKI
GRUENBERG U EH LIN G
HANLEY C O G H IL L
LEMAN POURCHOT
MARTIN
PETTYJO H N
P H I L L IP S
ZAWACKI



• -wrrver'-rriyy*f's ' L v ^ r . - T i r  v i S f e . J r .. '■;«.<•• <••:*'•*« '.? > •-1
I

P U B LIC  O PIN ION  MESSAGE

D EA R : SENATOR E L IA S O N

NAME: TIM  KOSEDNAR ( S I C )
T I T L E :

A D D R ESS : 520 W. 19TH
C I T Y :  ANCH Z I P :  99503

PHONE: 2 7 9 -9 2 2 3  
B I L L  NO:
S U B J E C T :  C H IL D  SUPPORT A RREA RS PAYMENT
M ESSAG E: IM PLEM EN T FUNDING TO  MOMS AND K ID S  F I R S T  PER TH E RECOMMENDATIONS H35 

AND «36 OF TH E FA M ILY  SU PPORT TA SK  F O R C E . /MAB

POM ID: 03079631 
D A T E : 01/25/90 
T IM E : 0 7 :9 6 :3 1  

LION AM E: ANCHORAGE L IO

C O P IE S :  R E P R E S E N T A T IV E S  R E P R E S E N T A T IV E S  SEN ATO RS

BARNES BOUCHER ADAMS
BOYER BROWN B IN K LEY
C O L L IN S C O TTEN C O G H IL L
DAVIDSON D A V IS ,  C . DUNCAN
D A V IS , M. DON LEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
FO S TER FURNACE F IS C H E R
G O LL GRUENBERG FRANK
CRUSSEN DORF HANLEY HALFORD
HOFFMAN HUDSON JO N ES
JACKO KOPONEN K E L L Y
KUBINA LARSON K E R T TU LA
LEMAN MACLEAN PEARCE
MAPTIN MENARD POURCHOT
N lL u L R NAVARRE RODEY
PETTY JO H N P H I L L IP S STU RG ULEW SKI
R IE G E R SHARP SZYMANSKI
SH U LTZ SWACKHAMMER U EH LIN G
TAYLOR ULMER ZHAROFF
W A LL IS ZAW ACKI

■________________

P U D LIC  O PIN ION  MESSAGE

D EA R: SENATOR E LIA S O N

NAME: LORRAIN E OERNER 
T I T L E :

A D D RESS: PO BOX 871739
C I T Y :  W A S ILLA  Z IP :  99687

PHONE: 37 6-306 9  
B I L L  NO: SB  316
S U B J E C T :  P R O FESS IO N A L IN CO M P ETEN CE/ST MED BD
M ESSAGE: P LE A S E  SUPPORT T H I S  L E G IS L A T IO N  W ITH R O D E Y 'S  AMENDMENT.

POMID: 19110207 
D A TE : 01/25/90 
T IM E : l i : 0 2 : 0 7  

LIONAM E: M AT-SU  L IO

C O P IE S :  R E P R E S E N TA T IV ES R EP R E S E N T A T IV E S SEN ATORS

BARNES BOUCHER ADAMS
BOYER BROWN B IN K LEY
C O L L IN S CO TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS , M. DONLEY FAHRENKAMP
E L L I S F IN K E L S T E IN F A IK S
FO S TER FURNACE F IS C H E R
G O LL GRUENBERG FRANK
GRUSSENDORF HANLEY HALFORD
HOFFMAN HUDSON JON ES
JACKO KOPONEN K E L L Y
KUBINA LARSON K ER T TU LA
LEMAN MACLEAN PEARCE
MARTIN MENAPD POURCHOT
M ILLER NAVARRE RODEY
PETTYJO H N P H I L L IP S STU RG U LEW SKI
R IE G E R SHARP SZYMANSKI
SH U LTZ SWACKHAMMER U EH LIN G
TAYLOR ULMER ZHAROFF
W A LLIS ZAWACKI

#



PUBLIC OPINION MESSAGE PUBLIC OPINION MESSAGE

DEAP: SENATOR RODEY DEAR: SENATOR RODEY

NAME: BILL BEAN 
TITLE:

ADORESS: HC038484 
PALMER 
746-1134

CITY:
PHONE:

BILL NO:
SUDJECT: 
message:
TO CARIBOU CREEK.

ZIP: 99645

PHASE II LINE EXTENSION COPPER VALLEY
I OPPOSE THE COPPER VALLEY PHASE II LINE EXTENSION FROM SHEEP MOUNTAIN 

I LIVE IN THIS AREA AND KNOW MANY OTHERS THAT ARE NOT IN
FAVOR OF THIS PROJECT.

NAME:
title:

ADDRESS:
CITY:
PHONE:

CINDY SCHOOLCRAFT

RT 1 BOX 94-A
KENAI ZIP: 99611
283-5771 

BILL NO: SB 316
SUBJECT: PROFESSIONAL INCOMPETENCE/ST MED BD
MESSAGE: I WANT THE RIGHT TO CHOOSE A PHYSCTAN THAT WOULD BE WILLING TO USE 
ALTERNATIVE METHODS (IE, NUTRITION, ACCUPUNCTURE ETC) INSTEAD OF THE "ACCEPTED"
METHODS OF TREATMENT WHICH GENERALLY ONLY INCLUDE CUT- BURN- OR POISON. IF
THEY ARE CENSORED BY THE BOARD FOR USING LESS DAMAGING METHODS THEN THAT AF­
FECTS MY ABILITY TO CHOOSE MY KINO OF DOCTOR. A LICENSED M.D. SHOULD BE GIVFN 
THE DISCRETION TO CHOOSE THE KIND OF MEDICINE HE WANTS TO PRACTICE.

POMID: 14103752 
DATE: 01/19/90 
TIME: 10:37:52 

LIONAME: MAT-SU LIO

POMID: 13105640 
DATE: 01/19/90 
TIME: 10:56:40 

LIONAME: SOLDOTNA LIO

COPIES: REPRESENTATIVES SENATORS

LARSON
MENARD
HOFFMAN
SWACKHAMMER
WALLIS
KOPONEN
ULMER
BROUN
SHULTZ
RIEGER
PHILLIPS
BARNES
BOUCHER
DONLEY
GRUENBERG
BOYER
COLLINS
LEMAN
FINKELSTEIN

SZYMANSKI
KERTTULA
ELIASON
FAIKS
COGHILL

COPIES: SENATORS

ELIASON
FAIKS
KERTTULA
COGHILL

IJL



PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: ROBERT B. TYRRELL 
TITLE:

ADDRESS: 21-745 E, FIS STREET
CITY: ,"LMENDORF ZIP! 99506
PHONE: 753-9391 

BILL NO:
SUBJECT: PERMANENT FUND
MESSAGE: I WOULD LIKE TO ADDRESS SEVERAL MATTERS CONCERNING THE PERMANENT FUND 
DIVIDEND. FIRST, THE PENDING LEGISLATION (BY THE GOVERNOR) USING THE FUND FOR 
EDUCATION, I'M OPPOSED TO THIS. SECOND, THE MATTER OF INMATES RECEIVING PERMA- 
ANENT DIVIDENDS, AS HELL AS POCKET MONEY FROM OTHER FEOPLE'S DIVIDENDS, I'M 
OPPOSED TO THAT. THIRD, I HAVE BEEN A RESIDENT OF ALASKA SINCE APRIL OF 1989 
AND I'M OFPOSEO TO THE FACT THAT I WON'T RECEIVE A DIVIDEND IN 1990. /OJ

PO. ID: 03112259 
DATE: 01/19/90 
TIME: 11:22:59 

LIONAME: ANCHORAGE LIO

REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS
BOYER BROWN BINKLEY
COLLINS COTTEN COGHILL
DAVIDSON DAVIS, C. DUNCAN
DAVIS, M. DONLEY ELIASON
ELLIS FINKELSTEIN FAHRENKAMP
FOSTER FURNACE FAIKS
GOLL GRUENBERG FISCHER
GRUSSENDORF HANLEY FRANK
HOFFMAN HUDSON HALFORD
JACKO KOPONEN JONES
KUDINA LARSON KELLY
LEMAN MACLEAN KERTTULA
MARTIN MENARD PEARCE
MILLER NAVARRE POURCHOT
PETTYJOHN PHILLIPS STURGULEWSKI
RIEGER SHARP SZYMANSKI
SHULTZ SWACKHAMMER UEHLING
TAYLOR ULMER ZHAROFF
WALLIS ZAWACKI

PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: EARL SHANE LASKA 
TITLE:

ADDRESS: HC02 BX 7497
CITY: PALMER ZIP: 99645
PHONE: 746-2823 

BILL NO: SB 316
SUBJECT: PROFESSIONAL INCOMPETENCE/ST MED BD
MESSAGE: I'M IN SUPPORT ON SEN RODEY'S AMENDMENT TO PROTECT INOVATIVE IDEAS IN 
MEDICAL CARE.

POMID: 14112352 
DATE: 01/19/9"
TIME: 11:23:52 

LIONAME: MAT-SU LIO

COPIES: REPRESENTATIVES SENATORS

LARSON KERTTULA
MENARD SZYMANSKI

ELIASON 
FAIKS 
COGHILL



PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: JOAN CORR 
TITLE:

ADDRESS: BOX 654
CITY: SOLDOTNA ZIP: 99669
PHONE: 262-9681 

BILL NO: SB 316
SUBJECT: PROFESSIONAL INCOMPETENCE/ST MED BD
MESSAGE: I AM A 37 YEAR OLD DOCTORS DAUGHTER AND WOULDN'T BE ALIVE WITHOUT UNOR 
THODOX TREATMENT. SPECIALISTS OFFERED NO HOPE. I WISH FREEOOM TO CHOOSE BENEFICI 
AL HEALTH CARE FOR MY FAMILY AND MYSELF. I ASK YOU TO SUPPORT 3B316 WITH 
SENATOR RRODEY'S AMMENDMENT PROTECTING ALTERNATIVE MEDICINE.

POMID: 13114157 
DATE: 01/19/90 
TIME: 11:41:57 

LIONAME: SOLDOTNA LIO

COPIES: SENATORS

ELIASON
FAIKS
KERTTULA
COGHILL

PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: 
TITLE:

MARYLEE WILSON 
CUT

ADDRESS: BOX 3684 
CITY: KENAI ZIP: 99611
PHONE: 203-7321 

BILL NO: SB 316
SUBJECT:
MESSAGE:

PROFESSIONAL INCOMPETENCE/ST MED BD
PATIENTS HAVE THE RIGHT TO CHOOSE THE MEANS TOWARDS A HEALTHY RECOVER' 

HOPEFULLY THE HEALING PROFESSIONS CAN CO-OPERATE IN SHARED INFORMATION FOR THE 
BENEFIT CF THE INDIVIDUAL AND THE OVERALL COMMUNITY HEALTH. PLEASE PASS THIS 
BILL WITH SENATOR RODEY'S AMMENDMENTS.

POMID: 13120555 
DATE: 01/19/90 
TIME: 12:05:55 

LIONAME: SOLDOTNA LIO

COPIES: SENATORS

ELIASON
FAIKS
KERTTULA
COGHILL



PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: 
T I T L E :  

A D D R ESS : 
C I T Y :  

PHONE: 
B I L L  NO: 
S U B J E C T :  
M ESSAG E: 

-COURAGEO 
I E N T S .

SHEILA DICKSON 

BOX 2018
SOLDOTNA ZIP: 99669
262-6020
SB 316
PROFESSIONAL INCOMPETENCE/ST MED BD
I AM IN SUPPORT OF SB 316. AMERICAN MEDICAL PROFESSIONALS SHOULD BE IN 
TO USE ANY MEANS AVAILABLE TO FACILITATE TOTAL RECOVERY OF THEIR PAT-

PONID: 13121007 
DATE: 01/19/90 
TIME: 12:18:07 

LIONAME: SOLDOTNA LIO

COPIES: SENATORS

ADAMS
BINKLEY
C O G H IL L
DUNCAN
ELIASON
FAHRENKAMP
FAIKS
FISCHER
FRANK
HALFORD
JONES
KELLY
KERTTULA
PEARCE
POURCHOT
STURGUUWSKI
SZYMANSKI
UEHLING
ZHAROFF

PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: PAT HAYES 
TITLE:

ADDRESS: 3331 E. HUFFMAN ROAD
CITY: ANCHORAGE ZIP: 99516
PHONE: 395-2772 

BILL NO: SB 316
SUBJECT: PROFESSIONAL INCOMPETENCE/ST MED BD
MESSAGE: I SUPPORT THIS BILL. I HAVE BEEN IN MEDICINE FOR 30 YEARS AND I SEE 
A GROWING NEED FOR ALTERNATIVE MEDICINE AND ACKNOWLEDGING HEALTH CARE RIGHTS 
FOR PHYSICIANS AND PATIENTS. I AM A REGISTERED NURSE AND I HAVE WORKED IN 
HOSPITALS AND MEDICAL OFFICES.

POMID: 03111837
DATE: 01/19/90
TIME: 11:18:37

LIONAME: ANCHORAGE LIO

COPIES: REPRESENTATIVES REPRESENTATIVES SENATORS

BARNES BOUCHER ADAMS
BOYER BROWN BINKLEY
COLLINS COTTEH COGHILL
DAVIDSON DAVIS, C. DUNCAN
OAVIS, M. DONLEY ELIASON
ELLIS FINKELSTEIN FAHRENKAMP
FOSTER FURNACE FAIKS
GOLL GRUENBERG FISCHER
GRUSSENDORF HANLEY FRANK
HOFFMAN HUDSON HALFORD
JACKO KOPONEN JONES
KUBINA LARSON KELLY
LEI'IAN MACLEAN KERTTULA
MARTIN NENARP PEARCE
MILLER NAVARRE FOURCHOT
PETTYJOHN PHILLIPS STURGULEWSKI
RIEGER SHARP SZYMANSKI
SHULTZ SWACKHAMMER UEKLING
TAVLOR ULMER ZHAROFF
WALLIS ZAWACKI



PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: T IN A  OEWOODY 
T I T L E :

A D D R ESS : 7440 ROVENA S T R E E T
C I T Y :  ANCHORAGE Z IP :  9951S

PHONE*. 3 4 4 -5 7 7 4  
B I L L  NO: SB  316
S U B J E C T :  P R O FES S IO N A L IN CO M P ETEN CE/ ST  MED BD
M ESSAG E: I  URGE YOU TO  SU PPORT H EA LTH  ''A R E FREEDOM AND TH E  PASSAGE O F SB  316.

R E S P E C T F U L L Y ,  T IN A  OEWOODY. / D J

POM ID: 03133031 
D A TE : 01/19/90  
TIME: 1 3 :3 0 :3 1  

LIONAME-* ANCHORAGE L IO

C O P IE S :  R E P R E S E N T A T IV E S  R E P R E S E N T A T IV E S  SEN ATORS

BARNES
BOYER
C O L L IN S
DAVIDSON
D A V IS ,  M.
E L L I S
FO S TE R
G O LL
GRUSSENDORF
HOFFMAN
JA CKO
KUDINA
LEMAN
MARTIN
M ILLER
PETTY JO H N
R IE G E R
SH U LTZ
TAYLO R
W A LL IS

BOUCHER
BROWN
C O TTEN
D A V IS , C .
DONLEY
F IN K E L S T E IN
FURNACE
GRUENBERG
HANLEY
HUDSON
KOPONEN
LARSON
MACLEAN
MENARD
NAVARRE
P H I L L IP S
SHARP
SWACKHAMMER
ULMER
ZAW ACKI

ADAMS
B IN K LEY
C O G H IL L
DUNCAN
ELIA SO N
FAHRENKAMP
F A IK S
F IS C H E R
FRANK
HALFORD
JO N ES
K E L L Y
K E R T TU LA
PEA R CE
POURCHOT
STU RG U LEW SKI
SZYM ANSKI
U EH LIN G
ZHAROFF

JLi

PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

NAME: C A R TE R  G A R R ETT 
T I T L E :

A D D R ESS : 3761 W IN TER SET  D R IV E
C I T Y :  ANCHORAGE Z IP :  99506

PHONE: 5 6 1 -0 3 3 2  
B I L L  NO:
S U B J E C T :  S T A T E  TA XA TIO N
M ESSAG E: WHY I S  TH E O I L  AND GAS IN D U STRY  TAXED  P R E J U D IC IA L  COMPARED TO  OTHER 

N ATURAL R ESO U R CES  B U S IN E S S E S  SUCH A S  F IS H IN G , LOG G IN G , MINING? WH" I S  NOT 
TH E R A TE  OF TAXATIO N  CO M PARIBLE?  WHY C A N 'T  TH E O I L  AND GAS IN D U STRY  F I L E  
A C L A S S  A C T IO N  S U IT  FOR OVER TA X A T IO N , S T R E S S  AND DURESS OF WORKERS AND 

B U S IN E S S E S  W ITH IN  TH E IN DUSTRY  AC-AINST TH E  S T A T E .

POM ID: 03123528 
D A T E : 01/19/90 
T IM E : 1 2 : 3 5 : 2 8  

LION AM E: ANCHORAGE L IO

R E P R E S E N TA T IV E S R EP R E S E N TA T IV E S SEN ATO RS

B A IN ES BOUCHER ADAMS
BOYER BROWN B IN K LEY
C O L L IN S CO TTEN C O G H IL L
DAVIDSON D A V IS , C . DUNCAN
D A V IS , M. DONLEY ELIA S O N
E L L I S F IN K E L S T E IN FAHRENKAMP
F O S TER FURNACE F A IK S
G O LL GRUENBERG F IS C H E R
GRUSSENDORF HANLEY FRANK
HOFFMAN HUDSON HALFORD
JA CK O KOPONEN JON ES
KUBINA LARSON K E LL Y
LEMAN MACLEAN K ER TTU LA
M ARTIN MENARD PEARCE
M IL L E R NAVARRE P O U R C 'O T
PETTYJO H N P H I L L IP S STU RG U LEW SKI
R IE G E R SHARP SZYM ANSKI
SH U LTZ SWACKHAMMER U EH LIN G
TAYLO R ULrtER ZHAROFF
W A LL IS ZAWACKI



PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

N A M E :  J O S E F H  M C C A N N  

T I T L E :

A D D R E S S :  B O X  . 5 4

C I T Y :  N I N I L C K  Z I P :  9 9 6 3 9

P H O N E :  5 6 7 - 3 3 9 5  

B I L L  N O :  S B  3 1 6

S U B J E C T :  P R O F E S S I O N A L  I N C O M P E T E N C E / S T  M E D  B D

M E S S A G E :  P L E A S E  S U P P O R T  S B 3 1 6  I N T R O D U C E D  B Y  S E N  R O D E Y  R E G A R D I N G  H E A L T H  C A R E  F R E  

E D O M .  T H E  U N O R T H O D O X  T R E  i T M E N T  H A S  C U R E D  M Y  C A N C E R .  L E T S  N G T  L E T  A . M . A .  O I C - T A T  

E T R E A T M E N T .  T H A N K  Y O U .

P O M I D :  1 3 1 9 2 9 1 5  

D A T E :  0 1 / 1 9 / 9 0  

T I M E :  1 9 : 2 9 : 1 5  

L I O N A M E :  S O L D O T N A  L I O

R E P R E S E N T A T I V E S R E P R E S E N T A T I V E S S E N A T O R S

B A R N E S B O U C H E R A D A M S

B O Y E R B R O W N B I N K L E Y

C O L L I N S C O T T E N C O G H I L L

D A V I D S O N D A V I S ,  C . D U N C A N

9 A V I S ,  M. D O N L E Y E L I A S O N

t L L I S F I N K E L S T E I N F A H R E N K A M P

F O S T E R F U R N A C E F A I K S

G O L L G R U E N B E R G F I S C H E R

G R U S S E N D O R F H A  I L E Y F R A N K

H O F F M A N H U D S O N H A L F O R D

J A C K O K O P O N E N J O N E S

K U B I N A L A R S O N K E L L Y

L E M A N M A C L E A N K E R T T U L A

M A R T I N M E N A R D P E A R C E

M I L L E R N A V A R R E F O U R C H O T

P E T T Y J O H N P H I L L I P S S T U R G U L E W S K I

R I E G E R S H A R P S Z Y M A N S K I

S H U L T Z S W A C K H A M M E R U E H L I N G

T A Y L O R U L M E R Z H A R O F F

W A L L I S Z A W A C K I

i ■

PUBLIC OPINION MESSAGE

DEAR: SENATOR RODEY

N A M E :  E D W A R D  R .  M E E K I N 5  

T I T L E :

A D D R E S S :  1 5 9 0  K  S T R E E T

C I T Y :  A N C H O R A G E  Z I P :  9 9 5 0 1

P H O N E :  2 7 2 - 1 3 1 0  

B I L L  N O :

S U B J E C T :  A L A S K A  P U B L I C  H O U S I N G  A U T H O R I T Y

M E S S A G E :  R E :  A P H A ,  H O W  M A N Y  C O N S T R U C T I O N  J O B S  W I L L  B E  L O S T ?  W H A T  E F F E C T  O N  

T H E  E C O N O M Y ?  R A I S I N G  I N T E R E S T  R A T E S  W I L L  K I L L  H O M E  C O N S T R U C T I O N ,  H O U S I N G  S A L E !  

E T C ,  W H I C H  W I L L  H U R T  A P H A  S E L L  H O M E  H O M E S  P R E S E N T L Y  O W N E D .  N O T  T O O  S M A R T .

A  S T U D Y  U S U A L L Y  C A N  C O M E  U P  W I T H  T H E  A N S W E R  T H E  S P O N S O R S  W A N T .

P O M I D :  0 3 1 3 3 7 0 5  

D A T E :  0 1 / 1 9 / 9 0  

T I M E :  1 3 : 3 7 : 0 5  

L I O N A M E :  A N C H O R A G E  L I O

R E P R E ' E N T A T I V E S R E P R E S E N T A T I V E S S E N A T O R S

B A R N E S B O U C H E R A D A M S

B O Y E R B R O W N B I N K L E Y

C O L L I N S C O T T E N C O G H I L L

D A V I D S O N D A V I S ,  C . D U N C A N

D A V I S ,  H . D O N L E Y E L I A S O N

E L L I S F I N K E L S T E I N F A H R E N K A M P

F O S T E R F U R N A C E F A I K S

G O L L G R U E N B E R G F I S C H E R

G R U S S E N D O R F H A N L E Y F R A N K

H O F F M A N H U D S O N H A L F O R D

J A C K O K O P O N E N J O N E S

K U B I N A L A R S O N K E L L Y

L E M A N M A C L E A N K E R T T U L A

M A R T I N M E N A R D P E A R C E

M I L L E R N A V A R R E P O U R C H O T

P E T T Y J O H N F H I L L I P S S T U R G U L E W S K I

R I E G E R S H A R P S Z Y M A N S K I

S H U L T Z S W A C K H A M M E R U E H L I N G

T A Y L O R U L M E R Z H A R O r

W A L L I S Z A W A C K I



P U B L I C  O P I N I O N  M E S S A G EP U B L I C  O P I N I O N  M E S S A G E

N A M E :  V I K K I  S O L B E R G  

T I T L E :

A D D R E S S :  2 3 0 0  B A R R O W

C I T Y :  A N C H O R A G E  Z I P :  9 9 5 0 3

P H O N E :  5 6 3 - 2 7 2 7  

B I L L  N O :  S B  3 1 6

S U B J E C T :  P R O F E S S I O N A L  I N C O M P E T E N C E / S T  M E D  B D

M E S S A G E :  I S T R O N G L Y  E N C O U R A G E  T H E  P A S S I N G  O F  T H I S  B I L L  S O  T H A T  W E  M A Y  C H O O S E  

O U R  D E S I R E D  H E A L T H  C A R E .  / D J

N A M E :  Z O L A  N U T G R A S 3  

T I T L E :

A D D R E S S :  P O  B O X  7 7 0 0 6 8

C I T Y :  E A G L E  R I V E R  Z I P :  9 9 5 7 7

P H O N E :  6 9 9 - 9 4 1 1  

B I L L  N O :  S B  3 1 6

S U B J E C T :  P R O F E S S I O N A L  I N C O M P E T E N C E / S T  M E D  B D

M E S S A G E :  I S U P P O R T  A L T E R N A T I V E  M E D I C I N E .  I N  M Y  H E A L T H  C A R E ,  W H E R E  C O N V E N T I O N A I  

M E D I C I N E  F A I L E D  T O  E L I M I N A T E  I L L I N E S S ,  I B E L I E V E  P A T I E N T 3  S H O U L D  H A V E  C H O I C E S  

I N  S E L E C T I N G  T H E I R  H E A L T H  C A R E .  / M A B

D E A R :  S E N A T O R  R O D E Y D E A R :  S E N A T O R  R O D E Y

P O M I D :  0 3 1 4 5 7 5 4  

D A T E :  0 1 / 1 9 / 9 0  

T I M E :  1 4 : 5 7 : 5 4  

L I O N A M E :  A N C H O R A G E  L I O

C O P I E S :  R E P R E S E N T A T I V E S  S E N A T O R S

B A R N E S

B O U C H E R

B R O W N

C O L L I N S

C O T T E N

D O N L E Y

E L L I S

F U R N A C E

G R U E N B E R G

H A N L E Y

L E M A N

M A R T I N

P E T T Y J O H N

P H I L L I P S

Z A W A C K I

F A I K S

H A L F O R D

P E A R C E

P O U R C H O T

K E L L Y

K E R T T U L A

S T U R G U L E W S K I

S Z Y M A N S K I

U E H L I N G

P O M I D :  0 3 1 5 1 1 1 7  

D A T E :  0 1 / 1 9 / 9 0  

T I M E :  1 5 : i i : i 7  

L I O N A M E :  A N C H O R A G E  L I O



D E A R :  S E N A T O R  R O D E Y

N A M E :  C E L A  K E E T O N  

T I T L E :

A D D R E S S :  7 C 5 1  S A N D  L A K E  R O A D

C I T Y :  A N C H O R A G E  Z I P :  9 9 5 0 3

P H O N E :  r 4 3 - 0 1 5 1  
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SB 322: "An Act authorizing loss of income insurance under the
Alaska Small Loans Act."

The department has reviewed SB 322 and makes the following comments:

Consumer lenders licensed under the Alaska Small Loan Act have statutory 
limitations on the products they can charge for in conjunction with their lending 
activity. Alaska Statute 06.20.260(a)(2) sets out what premiums for insurance 
can be included in the loan charges. Consumer finance companies are now 
asking for the authority to offer, for a fee, an insurance policy for involuntary 
unemployment. This policy would protect borrowers from loan default if they 
should lose their job and be unable to continue to make loan payments.

There are prohibitions that would require the insurance as a condition for the 
loan which provides protection from abuse. Examinations by the department 
assures compliance. The department has contacted other states wnere this 
insurance is offered and can find no ir ridence of abuse. Many borrowers who 
use consumer finance companies for a source of funds are subject to job turnover 
through no fault of their own, thus, could be protected by this type of insurance.
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l o s s  o f  i n c  om e i n s u r a n c e  a n d  w h a t  i t  a c c o m p l i s h e s .

P l e a s e  g i v e  m e a  c a l l  i f  y o u  h a v e  a n y  q u e s t i o n s .

Y o u r s  v e r y  t r u l y

A M S / l m w / e n c l



LOSS OF INCOME INSURANCE 
FACT SHEET 

SB 322

Lo s s  o f  I n c o m e  I n s u r a n c e  (LII) is a c o v e r a g e  t h a t  p r o v i d e s  
p r o t e c t i o n  f o r  the b o r r o w e r  a g a i n s t  l o s s  of e m p l o y m e n t  d u r i n g  the 
t e r m  of t h e  l o a n  due. C o v e r a g e  a r i s e s  if u n e m p l o y m e n t  is d u e  to 
l a y-off, t e r m i n a t i o n ,  l o c k o u t ,  l a b o r  d ispute, o r  s t r i k e .  If t h e  
b o r r o w e r  b e c o m e s  u n e m p l o y e d  a s  a r e s u l t  of o n e  o f  t h e  f o r e g o i n g ,  
L H  steps: in t o  m a k e  p a y m e n t s  on t h e  c u s t o m e r ' s  loan. It  o f f e r s  
p r o t e c t i o n  s i m i l a r  t o  c r e d i t  d i s a b i l i t y  i n s u r a n c e .  C o v e r a g e  is n o t  
p r o v i d e d  f o r  v o l u n t a r y  u n e m p l o y m e n t ,  r e t i r e m e n t ,  a c c i d e n t  o r  
s i c k ness, d i s c h a r g e  for m i s c o n d u c t  a n d  some o t h e r  e x c l u s i o n s .

L I I  r e d u c e s  t h e  r i s k  to  b o t h  t h e  l e n d e r  a n d  t h e  b o r r o w e r .  It 
r e d u c e s  t h e  r i s k  to  t h e  l e n d e r  of c r e d i t  l o s s e s  w h e r e  t h e  c u s t o m e r  
is u n e m p l o y e d  i n v o l u n t a r i l y .  It a l s o  p e r m i t s  t h e  c u s t o m e r  to 
c o n t i n u e  m a k i n g  h i s  o r  h e r  l e a n  p a y m e n t s  w h i l e  i n v o l u n t a r i l y  
u n e m p l o y e d ,  k e e p i n g  the c u s t o m e r  o u t  o f  d e f a u l t  a n d  w i t h  c r e d i t  
intact. L I I  is an a d d i t i o n a l  p r o t e c t i o n  for t h e  c u s t o m e r  as w e l l  
as  t h e  lender.

M o s t  p o l i c i e s  c o n t a i n  e l i g i b i l i t y  r e q u i r e m e n t s  s u c h  as:'

1 ) t h e  b o r r o w e r  m u s t  b e  e m p l o y e d  b y  s a l a r y  or
w a g e s  for at l e a s t  30 h o u r s  p e r  week,

2 ) t h e  b o r r o w e r  c a n n o t  b e  s e l f  e m p l o y e d ,  o r

3) t h e  b o r r o w e r  m u s t  h a v e  b e e n  e m p l o y e d  for 12
c o n s e c u t i v e  m o n t h s  p r i o r  to t h e  e f f e c t i v e  d a t e  
o f  t h e  c o v e r a g e .

M a n y  p o l i c i e s  a l s o  c o n t a i n  a s c h e d u l e  o f  b e n e f i t s  w h i c h  p r o v i d e  a 
m a x i m u m  n u m b e r  of  m o n t h l y  b e n e f i t s  r a n g i n g  f r o m  f o u r  o n  a 1 2 m o n t h  
l o a n  t o  t w e l v e  on  a 60 m o n t h  loan.

L I I  is u s u a l l y  l i m i t e d  t o  l o a n s  w h i c h  h a v e  a n  e q u a l  m o n t h l y  
p a y m e n t  of $5 0 0  o r  less. In t h e s e  i n s t a n c e s ,  t h e r e  is n o  l i m i t  to 
t h e  l o a n  term. O t h e r  L I I  loans, w i t h  e q ual m o n t h l y  p a y m e n t s  of 
$ 7 5 0  o r  less, h a v e  t e r m s  of s i x t y  (60) m o n t h s  o r  less.

M o s t  o f  t h e  l o a n s  for w h i c h  L I I  p r o t e c t s  t h e  b o r r o w e r  are 
s m a l l  loans. T y p i c a l l y ,  t h e s e  s m a l l  l o a n s  a r e  s e c u r e d  b y  
c o l l a t e r a l  s u c h  as a u t o m o b i l e s  o r  o t h e r  k i n d s  o f  p e r s o n a l  p r o p e r t y .  
L I I  s t e p s  in to  s a v e  t h e  b o r r o w e r ' s  c a r  or  o t h e r  p r o p e r t y  w h e n  
o t h e r w i s e  it m i g h t  b e  l o s t  b e c a u s e  of t h e  b o r r o w e r ' s  i n a b i l i t y  to 
c o n t i n u e  p a y i n g  t h e  loan, a l l o w i n g  t h e  b o r r o w e r  t i m e  to o b t a i n  n e w  
e m p l o y m e n t  o r  o t h e r w i s e  g e t  b a c k  o n  h i s  or h e r  f e e t  f i n a n c i a l l y .
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T h e r e  a r e  a n u m b e r  of l o a n  t r a n s a c t i o n s  f o r  w h i c h  th i s  
o p t i o n a l  i n s u r a n c e  c o v e r a g e  w o u l d  b e  b e n e f i c i a l  to A l a s k a n  
b o r r o w e r s  a n d  l e n d e r s .  F o r  e x a m p l e ,  N o r w e s t  F i n a n c i a ,  A l a s k a ,  Inc. 
h a s  t h r e e  o f f i c e s  in A n c h o r a g e  a n d  o n e  in F a i r b a n k s .  As of 
D e c e m b e r  31, 1989, it h a d  3 , 9 7 7  o u t s t a n d i n g  l o a n s  a n d  s a l e s
a c c o u n t s ,  w i t h  b a l a n c e s  c f  a p p r o x i m a t e l y  $ 1 0 , 2 8 7 , 8 8 3 .  W h i l e  not 
all b o r r o w e r s  w o u l d  o p t  for LII, u n q u e s t i o n a b l y  t h e r e  a r e  a n u m b e r  
w h o  wo u l d ,  a n d  t h e y  w o u l d  b e n e f i t  f r o m  t h i s  i n s u r a n c e  c o v e r a g e .

L I I  is a c o v e r a g e  w h i c h  c a n n o t  b e  r e q u i r e d  o f  a n y  b o r r o w e r ,  
a n d  it c a n n o t  b e  m a d e  a c o n d i t i o n  o f  t h e  loan. It  is s t r i c t l y  an 
o p t i o n a l  i n s u r a n c e  c o v e r a g e ,  b u t  o n e  f o r  w h i c h  t h e r e  is a g r o w i n g  
d e m a n d .  F i v e  y e a r s  a g o  L I I  w a s  v i r t u a l l y  an u n k n o w n  p r o d u c t  in the 
c o n s u m e r  f i n a n c e  i n d u s t r y ,  b u t  t o d a y  N o r w e s t  F i n a n c i a l  h a s  t h e  
p r o g r a m  a v a i l a b l e  in t w e n t y - o n e  s t a t e s .  M a n y  w e s t e r n  s t a t e s ,  
i n c l u d i n g  C a l i f o r n i a ,  C o l o r a d o ,  Idaho, N e v ada, N e w  M e x i c o ,  O r e g o n ,  
U t a h  a n d  W a s h i n g t o n ,  a l r e a d y  p e r m i t  c o m ^ n i e s  t o  o f f e r  L I I  t o  t h  ir 
c u s t o m e r s .

P r e m i u m s  for LII, b a s e d  on r a t e s  u s e d  in o t h e r  s t a t e s  w h e r e  
the p r o g r a m  is a v a i l a b l e ,  are a b o u t  3.5% of t h e  c o v e r a g e  a m o u n t .  
T h e  f o l l o w i n g  e x a m p l e s  d e m o n s t r a t e  t y p i c a l  s i t u a t i o n s  a n d  c h a r g e s :

J a c k  G r e e n  h a s  b e e n  a f u l l - t i m e  l a b o r e r  for a n  A l a s k a n  
p i p e l i n e  c o m p a n y  for* t h r e e  y e a r s .  L a s t  year, h e  t o o k  o u t  
a $ 2 , 5 0 0  l o a n  f r o m  h i s  l o cal f i n a n c e  c o m p a n y .  T h e  l o a n  
t e r m  is for 24 m o n t h s  w i t h  m o n t h l y  p a y m e n t s  o f  $ 1 2 4 . 8 1 .
S i n c e  Mr. G r e e n ' s  e m p l o y m e n t  s i t u a t i o n  is s o m e w h a t  
t e n u o u s ,  he a l s o  p u r c h a s e d  LI I .  H i s  t o t a l  p r e m i u m  is 
3. 5 %  x $ 2 , 5 0 0  o r  $87.50. Mr. G r e e n  r e c e n t l y  b e c a m e  
i n v o l u n t a r i l y  u n e m p l o y e d  d u e  t o  a l a b o r  d i s p u t e  a n d  L I I  
c o v e r a g e  s t e p p e d  in to  m a k e  h i s  l o a n  p a y m e n t s .

A  l o c a l  f i s h  p r o c e s s i n g  c o m p a n y  in A n c h o r a g e  e m p l o y s  M a r y  
H a r r i s o n .  S h e  h a s  w o r k e d  3 0 - 3 5  h o u r s  p e r  w e e k  t h e r e  f o r  
o v e r  a year. M a r y  h a s  a $ 1 , 5 0 0  l o a n  w i t h  A B C  F i n a n c e  Co. 
c.. A n c h o r a g e .  T h e  t e r m  of t h e  l o a n  is 24 m o n t h s  w i t h  a 
m o n t h l y  p r e m i u m  o f  $74.15. D u e  to  t h e  s e a s o n a l  n a t u r e  
o f  t h e  f i s h e r i e s ,  Ms. H a r r i s o n ' s  t o t a l  H I  p a y m e n t  e r  x s 
3 . 5 %  x $1,500, or  $ 5 2 .50. W h e n  t h e  c o m p a n y  la-' c-' Ane 
o f  i t s  e m p l o y e e s ,  M a r y  w a s  o n e  o f  them. S h e  •• .lot
h a v e  b e e n  a b l e  to  c o n t i n u e  h e r  l o a n  p a y m e n t s ,  h a i  xt n o t  
b e e n  for t h e  L I I  c o v e r a g e .

factsh.
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P a y m e n t  P r o t e c t i o n :

A n  i m p o r t a n t  p a r t  o f  y o u r  

c o m p l e t e  i n s u r a n c e  p i c t u r e .

W e s in c e r e ly  h o p e  y o u  n e ve r have to  u se  
the b e n e f i t s  o f  th e  P a ym e n t P ro te ction .
But, if s o m e th in g  sh o u ld  g o  w rong , it's n ice  
to  k n o w  th a t y o u  o r y o u r  fam ily  w o n 't h a ve  
to  deal w ith  th e  extra b u rd e n  o f  a c re d it 
card d eb t.

I f  yo u  lo se  y o u r  job  b e ca u se  o f  a la yo ff, 
strike  o r  in v o lu n ta ry , te rm in a tion , P a ym e n t 
P ro te ction  ca n  g ive  y o u  a h e lp in g  h a n d  
u n til y o u  g e t back  to  w o rk . A t  tim es like 
th e se , u p  to  a m a x im u m  o f  $250 a m o n th ,  
for u p  to  24 m o n th s ,  ca n  h e lp  yo u  w e a th e r  
th e  sto rm .

I f  yo u  b e co m e  d isa b le d ,  P a ym en t P ro te c tio n  
can co m e  to  th e  re scu e  b y  p a y in g  y o u r  
m in im u m  m o n th ly  cre d it ca rd  p a y m e n ts  u p  
to  a m a x im u m  o f  $250 a m o n th , u p  to  24 
m o n th s .

In  the  e v e n t o f  y o u r  d e a th  o r d ism e m b e r­
m e n t, P a ym e n t P ro te c tio n  p a y s  o ff y o u r  
en tire  d eb t, u p  to  $5,000 re liev in g  y o u r  
fam ily  o f  a financia l o b lig a tio n  and 
p ro te c tin g  y o u r  esta te .

Peace o f  m in d  fo r  p e n n ie s  a day. If y o u r  
p a ych eck  s to p s ,  th e  m o n th ly  p a y m e n t 
you 're  m a k in g  n o w  co u ld  b e co m e  an 
im p o ss ib le  h a rd sh ip . B u t, w h y  w o rry  w h e n  
it c o s ts  so  little  to  k n o w  that y o u r  deb* w ill 
be  paid . Ju s t  p e n n ie s  a day  w ill g iv e  y o u  
p e a ce  o f  m in d  n o w , and  a lo t m o re  than  
th a t if  yo u  e ve r  n e e d  it in  the  fu tu re .

Y o u r  P ro te ctio n  C o s t s  O n l y  P e n n ie s  A  D a y
-  A n d  It's E a s y  T o  A p p ly .  T h e  m o n th ly  co s t 
o f  y o u r  p ro te c tio n  is .0070 o f  y o u r  m o n th ly  
card  balance. T h e  charge w ill be  re fle c ted  o n  
y o u r  m o n th ly  c re d it card s ta te m e n t. Fo r  
exam p le , if  y o u r  m o n th ly  balance is  $140, 
y o u r  p rem iu m  w o u ld  be 98<f.

E n r o l l  now . P a ym e n t P ro tection  co verage  is 
n o t  a u tom a tic . Y o u  m u s t  a p p ly  fo r  it. W e  
e n co u ra g e  y o u  to  d o  so  righ t now , u s in g  the  
h a n d y  a p p lica tio n  form  a ttached .

N o  p h y s ica l exam  is  requ ired  an d  y o u  d o  
n o t have  to  a n sw e r  a n y  hea lth  q u e s tio n s . 
E n ro llm e n t is  vo lu n ta ry , a n d  yo u  h a ve  th e  
r ig h t to  cance l a t a n y  tim e.

Fo r  a m ore  co m p le te  d e scr ip tio n  o f  b e n e fits  
p le a se  refer to  th e  D e sc r ip tio n  o f  B e n e fits  
se c tio n .

YES! I WANT INVOLUNTARY 
UNEMPLOYMENT, CREDIT 
DISABILITY AND CREDIT LIFE 
INSURANCE!
I am  eligible for these coverages because I am 
less than 67 years old, am curren tly  em ployed on 
a full-time basis o f at least 30 hou rs per .veek and 
am not self-em ployed. M y  account w ill oe 
charged 70c per $100 of outstanding balance each 
m onth.

VALID UNTIL APRIL 30, 1990
Primary Cardholder (Please Print)

Address

Dale of Birth

City/Slnte/Zip

Account No.

Your Signature/Dale

NOTE: The accountholder and spouse arc covered for death and 
dismemberment. The primary (first-named) account-holder is 
covered for disability and unemployment benefits.
Your Payment Protection coverage becomes effective on the date 
slated on your Certificate.
• In CA the monthly cost of the coverage is .0064 of your monthly 

card balance.
• Program not available in AZ, CT, DC, 111, ME, MD, Ml. NE, NV, 

Nil, NJ, NY, NC, ND, PA, SD, TX, UT, VT, WA, WI, WY
• Dismemberment benefits not available in CA, ID, KS, MN, Rl, V A
• For DE residents, coverage terminates at age 66
• For CA residents, coverage terminates at age 65
• Self-employed persons arc not eligible for Payment Protection
• Strike coverage not available lo IL residents

’ T h is  b r o c h u r e  d a i s  n o t  c o n ta in  a l l  o f  th e  p r o v i s i o n s  o f  t h e  
c e r t i f i c a t e s .  You a r t  e n c o u ra g e d  t o  r e a d  th e  c e r t i f i c a t e s  t h e m s e lv e s  
f a r  s p e c i f i c  d e t a i l s  o f  c o v e ra g e .
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1. I N V O L U N T A R Y  U N E M P L O Y M E N T  —

U n d e r w r i t t e n  b y  T h e  F o r u m  I n s u r a n c e  C o m p a n y  of 

S c h a u m b u r g ,  IL, Policy F o r m  360-170 Series.

If y o u  b e c o m e  u n e m p l o y e d  for m o r e  t h a n  3 0  d a y s  d u e  

to a layoff, strike, o r  labor d i s p u t e  w h i c h  p r e v e n t s  y o u  

f r o m  w o r k i n g .  P a y m e n t  Protection will m a k e  y o u r  

m i n i m u m  m o n t h l y  credit card p a y m e n t s  u p  to a 

m a x i m u m  of $ 2 5 0  p e r  m o n t h ,  for 2 4  consec u t i v e  

m o n t h s .  P a y m e n t s  are m a d e  retroactive to the first d a y  

o f  u n e m p l o y m e n t .  H o w e v e r ,  y o u  will h a v e  to p a y  for 

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

A t  the t i m e  y o u r  claim begins, y o u  m u s t  b e  w o r k i n g  

full t i m e  (30 h o u r s  a  w e e k  o r  m o r e ) .  V o l u n t a r y  

u n e m p l o y m e n t  s u c h  a s  quitting is n o t  covered.

2. L I F E ,  D I S M E M B E R M E N T  A N D  D I S A B I L I T Y  

C O V E R A G E  —  U n d e r w r i t t e n  b y  U S L I F E  Credit Life 

I n s u r a n c e  C o m p a n y  of S c h a u m b u r g ,  IL, Policy F o r m  

G P C 1 4 4 0 0  Series.

P a y m e n t  Protection will p a y  u p  to $5,0 0 0  of y o u r  credit 

card b a l a n c e  if either y o u  or y o u r  s p o u s e  dies f r o m  a n y  

c a u s e  before a g e  6 7  o r  if either of y o u  suffers a c o v e r e d  

d i s m e m b e r m e n t  (loss of sight in b o t h  e y e s  o r  loss of 

either a h a n d  o r  a foot) f r o m  a n y  cause. D e a t h  a n d  

d i s m e m b e r m e n t  benefits are p a i d  in a l u m p  s u m  to 

y o u r  a c c o u n t  a n d  are b a s e d  o n  y o u r  b a l a n c e  as of the 

d a t e  of d e a t h  o r  d i s m e m b e r m e n t .

P a y m e n t  Protection will m a k e  y o u r  m i n i m u m  m o n t h l y  

credit card p a y m e n t s  u p  to a m a x i m u m  o f $ 2 5 0  p e r  

m o n t h ,  for 2 4  consec u t i v e  m o n t h s  s h o u l d  y o u  b e c o m e  

disabled a n d  u n a b l e  to w o r k .  C o v e r a g e  starts f r o m  the 

first d a y  of disability a n d  y o u  c a n  file y o u r  claim after 

I 3 0  d a y s  of c o n t i n u e d  disability.

T E R M I N A T I O N  O F  P O L I C Y :

P a y m e n t  Protection t e rminates w h e n  the m a s t e r  policy 

issued to y o u r  b a n k  terminates ( y o u  will b e  g i v e n  

31 d a y s  notice of a n y  s u c h  termination), y o u r  a c c o u n t  

ceases to b e  in g o o d  s t a n d i n g  for m o r e  t h a n  9 0  days, 

y o u  reach a g e  6 7  ( c o v e r a g e  t e r minates o n  the first 

s t a t e m e n t  billing d a t e  following y o u r  67th birthday), or 

y o u  request cancellation b y  giving written notico to the 

i n s u r a n c e  c o m p a n y  telling t h e m  w h e n  the cancellation 

is to take effect.

D E S C R I P T I O N  O F  B E N E F I T S
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C o m m i t t e e

FR O M : S e n a t o r  K e r t t u l a

\ A o
S U B J :  A n a l y s i s  —  S p o n s o r  S u b s t i t u t e  # \

f o r  S e n a t e  B i l l  3 3 5 ,  \  \
A n  E n a b l i n g  A c t  f o r  H e a l t h  Ss-*
M a i n t e n a n c e  O r g a n i z a t i o n s .

D A T E :  F e b r u a r y  6 ,  1 9 9 0

I  w o u l d  a p p r e c i a t e  y o u r  s c h e d u l i n g  S e n a t e  B i l l  3 3 5 ,  
r e l a t i n g  t o  H e a l t h  M a i n t e n a n c e  O r g a n i z a t i o n s ,  a t  y o u r  e a r l i e s t  
c o n v e n i e n c e .

T h e  s p o n s o r  s u b s t i t u t e  f o r  S e n a t e  B i l l  3 3 5  i n c o r p o r a t e s  
a n  u n i n t r o d u c e d  b i l l  b y  t h e  G o v e r n o r  i n t o  t h e  o r i g i n a l  S B  3 3 5 .  
T h e  s p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  i s  b a s e d  o n  a  N a t i o n a l  
A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s ' s  m o d e l  a c t .

H M O s p r o v i d e  f o r  b a s i c  h e a l t h  c a r e  s e r v i c e s  o n  a  p r e p a i d  
b a s i s .  U n d e r  o u r  e x i s t i n g  s t a t u t e s  t h i s  f o r m  o f  o r g a n i z a t i o n  
—  a n  HMO —  i s  n o t  p o s s i b l e  b e c a u s e  i t  c o m b i n e s  t h e  f u n c t i o n s  
o f  h e a l t h  c a r e  p r o v i d e r  a n d  i n s u r e r .  T h i s  f o r m  o f  
o r g a n i z a t i o n  a l l o w s  h e a l t h  c a r e  p r o v i d e r s  t o  s h a r e  i n  t h e  
f i n a n c i a l  r i s k  a n d  c r e a t e s  i n c e n t i v e s  f o r  c o s t  c o n t a i n m e n t  a n d  
p r e v e n t i v e  m e d i c i n e .  F o l l o w i n g  i s  a  d e s c r i p t i o n  o f  t h e  m a j o r  
p r o v i s i o n s  o f  s p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5 :

1 .  R e q u i r e m e n t s  f o r  C e r t i f i c a t e  o f  A u t h o r i t y ; S r u n s o r  
s u b s t i t u t e  f o r  S B  3 3 5  r e q u i r e s  t h a t  a  l i s t  o f  c o n d i t i o n s ,  
i n c l u d i n g  d e m o n s t r a t i o n  o f  f i n a n c i a l  s o l v e n c y ,  p r i o r  t o  
i s s u a n c e  o f  a  c e r t i f i c a t e  o f  a u t h o r i t y .  T h e  b i l l  a l s o  l i s t s  
s p e c i f i c  i t e m s  o f  i n f o r m a t i o n  t h a t  m u s t  b e  i n c l u d e d  w i t h i n  a n  
a p p l i c a t i o n ,  a n d  a l l o w s  t h e  d e p a r t m e n t  t o  a c q u i r e  a n y  o t h e r  
i n f o r m a t i o n  t h a t  m a y  b e  f o u n d  n e c e s s a r y  i n  t h e  f u t u r e .
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2 .  C o o r d i n a t i o n  w i t h  t h e  D e p a r t m e n t  o f  H e a l t h  a n d
S o c i a l  S e r v i c e s : T h e  n a t u r e  o f  a n  HMO i s  t h a t  i t  i s  b o t h  a n
i n s u r e r  a n d  a  h e a l t h  c a r e  p r o v i d e r .  T h e r e f o r e ,  b o t h  t h e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  
S e r v i c e s  h a s  a n  i n t e r e s t  i n  t h e  q u a l i t y  o f  t h e  H M O 's  
o p e r a t i o n .  S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  r e q u i r e s  t h a t  a  c o p y  
o f  t h e  a p p l i c a t i o n  b e  f o r w a r d e d  b y  t h e  d i r e c t o r  o f  i n s u r a n c e
t o  t h e  D e p a r t m e n t  o f  H e a l t h  a n d  S o c i a l  S e r v i c e s  w i t h i n  10  d a y s
a f t e r  i t s  r e c e i p t .  W i t h i n  6 0  d a y s  a f t e r  t h e  C o m m i s s i o n e r  o f  
H e a l t h  a n d  S o c i a l  S e r v i c e s  r e c e i v e s  a  c o p y  o f  t h e  a p p l i c a t i o n ,  
h e  o r  s h e  m a k e s  a  r e c o m m e n d a t i o n ;  a n d  w i t h i n  3 0  d a y s  a f t e r  
t h a t  r e c o m m e n d a t i o n ,  t h e  D e p a r t m e n t  o f  C o m m e r c e  e i t h e r  " i s s u e s  
o r  d e n i e s "  a  c e r t i f i c a t e  o f  a u t h o r i t y .

3 .  S o l v e n c y  a n d  L i m i t s  o n  I n v e s t m e n t s : S p o n s o r  
s u b s t i t u t e  f o r  S B  3 3 5  r e q u i r e s  e a c h  HMO t o  m a k e  a  c u s t o d i a l  
d e p o s i t  o f  $ 1 0 0 ,0 0 0  o r  a n  a m o u n t  e q u a l  t o  f i v e  p e r c e n t  o f  t h e  
e s t i m a t e d  e x p e n d i t u r e s  f o r  h e a l t h  c a r e  d u r i n g  t h e  f i r s t  y e a r  
o r  " t w i c e  i t s  e s t i m a t e d  a v e r a g e  m o n t h l y  u n c o v e r e d  e x p e n d i t u r e s  
f o r  i t s  f i r s t  y e a r  o f  o p e r a t i o n . "  E a c h  y e a r ,  a n  HMO s h a l l  
d e p o s i t  i n  a  c u s t o d i a l  a c c o u n t  a n  a m o u n t  e q u a l  t o  " f o u r  
p e r c e n t  o f  i t s  e s t i m a t e d  a n n u a l  u n c o v e r e d  e x p e n d i t u r e s  f o r  
t h a t  y e a r . "  T h e  d e p o s i t  r e q u i r e m e n t s  d o e  n o t  a p p l y  i f  t h e  HMO 
h a s  a  n e t  w o r t h  o f  $1 m i l l i o n  w i t h o u t  b u i l d i n g s ,  o r  $5 m i l l i o n  
w i t h  b u i l d i n g s ,  o r  s o m e  a l t e r n a t i v e  f o r m u l a s  a r e  m e t  w h i c h  
d e m o n s t r a t e  s i m i l a r  f i n a n c i a l  s t a b i l i t y .  F i n a l l y ,  t h e  HMO 
m u s t  h a v e  a n d  m a i n t a i n  a  " c a p i t a l  a c c o u n t  o f  a t  l e a s t  
$ 1 0 0 ,0 0 0 "  i n  a d d i t i o n  t o  a n y  o f  t h e  d e p o s i t  r e q u i r e m e n t s .

4 .  G o v e r n i n g  B o d y : T h e  s p o n s o r  s u b s t i t u t e  r e q u i r e s
t h a t  t h e  g o v e r n i n g  b o d y  o f  a n  HMO b e  m a d e  u p  o f  a t  l e a s t  
o n e - t h i r d  " c o n s u m e r s  w h o  a r e  s u b s t a n t i a l l y  r e p r e s e n t a t i v e  o f  
t h e  p a r t i c i p a n t s . "  T h e  s p o n s o r  s u b s t i t u t e  a l s o  r e q u i r e s  t h a t  
t h e  HMO e s t a b l i s h  a d v i s o r y  p a n e l s  s o  t h a t  e . . r o l l e e s  w o u l d  h a v e  
a n  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  m a t t e r s  o f  p o l i c y  a n d  
o p e r a t i o n .

5 .  D u a l  C h o i c e : S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  r e q u i r e s
c h a t  e a c h  e m p l o y e r  i n  t h e  s t a t e ,  w h e t h e r  p u b l i c  o r  p r i v a t e ,  
h a v i n g  2 5  e m p l o y e e s  o r  m o r e  " s h a l l  m a k e  a v a i l a b l e  t o  i t s  
e m p l o y e e s  o r  m e m b e r s  t h e  o p t i o n  t o  e n r o l l "  i n  a n  HM O.
M a n d a t o r y  d u a l  c h o i c e  i s  v i e w e d  a s  n e c e s s a r y  t o  m a k e  a n  HMO 
v i a b l e  i n  A l a s k a .  U n d e r  t h e  s p o n s o r  s u b s t i t u t e ,  a n  e m p l o y e r  
i s  n o t  r e q u i r e d  t o  p a y  m o r e  f o r  e m p l o y e e  h e a l t h  b e n e f i t s  t h a n  
t h e y  w o u l d  h a v e  b e e n  r e q u i r e d  t o  p a y  i f  t h e y  w e r e  n o t  c o v e r e d  
b y  t h e  b i l l .
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6 .  F o r m  F i l i n g  a n d  R a t e  A p p r o v a l : S p o n s o r  s u b s t i t u t e
f o r  S B  3 3 5  i n c l u d e s  a  m e c h a n i s m  f o r  t h e  a p p r o v a l  o f  " a n  
e v i d e n c e  o f  c o v e r a g e . "  T h e  b i l l  p r o v i d e s  t h a t  t h e  HMO f i l e  
t h e  f o r m  w i t h  t h e  D i v i s i o n  o f  I n s u r a n c e  3 0  d a y s  b e f o r e  i t  i s  
t o  b e  u s e d .  T h e  f o r m  i s  c o n s i d e r e d  a p p r o v e d  u n l e s s  t h e  
d i r e c t o r  h a s  a f f i r m a t i v e l y  a p p r o v e d  o r  d i s a p p r o v e d  t h e  f o r m  
w i t h i n  t h e  3 0  d a y  p e r i o d .

7 .  C o m p l a i n t  S y s t e m ; S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5
c o n t a i n s  a  d e t a i l e d  s e c t i o n  r e q u i r i n g  t h a t  t h e  HMO e s t a b l i s h
a n d  m a i n t a i n  a  c o m p l a i n t  s y s t e m .

8 .  P o w e r s  o f  HM O: S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  h a s
a. s e c t i o n  l i s t i n g  t h e  p o w e r s  o f  a n  HM O, a n d  l i s t s  p r o h i b i t e d  
p r a c t i c e s .  T h e  b i l l  a l s o  l i m i t s  t h e  a m o u n t  o f  m o n e y  t h a t  c a n  
b e  r e c o v e r e d  f r o m  a n  HMO f r o m  a  p a r t i c i p a n t  w h o  w a s  n o t  
e n t i t l e d  t o  r e c e i v e  c e r t a i n  s e r v i c e s  t o  t h e  a c t u a l  c o s t  o f  
p r o v i d i n g  t h e  h e a l t h  c a r e  s e r v i c e .  S p o n s o r  s u b s t i t u t e  f o r  S B  
3 3 5  a l s o  p r o v i d e s  a  w in d o w  o f  10  d a y s  i n  w h i c h  a  p a r t i c i p a n t  
w h o  h a s  j u s t  s i g n e d  u p  w i t h  a n  HMO c a n  r e t u r n  t h e  a g r e e m e n t  
a n d  d e m a n d  r e f u n d .

9 .  T a x a t i o n : S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  p r o v i d e s
t h a t  a n  HMO i s  t o  b e  t a x e d  a n d  s h a l l  f i l e  r e p o r t s  a s  a n  
a u t h o r i z e d  i n s u r e r .

1 0 .  O t h e r  P r o v i s i o n s : S p o n s o r  s u b s t i t u t e  f o r  S B  3 3 5  
c o n t a i n s  a  s e c t i o n  i m p o s i n g  f i d u c i a r y  o b l i g a t i o n s  i n  t h e  
h a n d l i n g  o f  m o n e y  b y  a n  HM O. T h e  b i l l  a l s o  p r o v i d e s  t h a t  
h e a l t h  c a r e  s e r v i c e s  m u s t  b e  p r o v i d e d  b y  a p p r o p r i a t e l y  
l i c e n s e d  h e a l t h  c a r e  p r o v i d e r s .

J K : k h
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Proposals S c O

How Domestic Efforts Would Fare Under Budget
Here are President Bush's budget 

proposals for major domestic pro­
grams for the Him fiscal year:

Drugs and Crime
The President’s  spending proposal 

would increase the Justice  Depart­
ment's budget by 19 percent from last 
year to nearly $9 billion, excluding 
funds set aside for a multi-year Fed­
eral prison construction program. The 
most significant increases, earmarked 
for anti-drug activities, were an­
nounced last week as part of President 
Bush’s new plan to combat drug traf­
ficking.

Some agencies in the Justice Depart­
ment would suffer reductions. The Fed­
eral Bureau of Investigation, for in­
stance, would receive a slight spending 
increase, but would lose nearly TOO 
positions under the President's budget. 
The decrease would probably result in 
a reduction of the number of agents as­
signed to areas like organized crime 
and white-collar crime.

Education
The Administration proposed $-11 bil­

lion for education, training, and em ­
ployment programs and ancillary so­
cial services, $400 million more than 
would be spent under current law and 
$3 billion more than is expected lo be 
spent in the current fiscal year.

The budget proposed an S880 million 
increase in spending for elementary 
anti secondary school education for the 
disadvantaged, to a total of $10 billion.

The budget would also increase b; 
$500 million the funds for head Start,

The Book

program intended to prepare young 
children to succeed in school, for a total 
of $1.9 billion. The program would also 
increase by $1.2 billion, lo a total of 
$19.7 billion, discretionary funds for 
education.

The budget also proposed $239 mil­
lion for adult literacy programs, a 25 
percent increase over the current 
budget.

Environment
Continuing to reverse the pattern of 

budgets under President Reagan, Mr. 
Bush is proposing substantial new 
spending on environmental programs. 
Am ong the significant additions are 
$269 million for an "Am erica the Beau­
tiful" program which is to provide 
money for acquiring parkland and for a 
major reforestation effort across the 
country. He is also calling for in­
creased spending for protecting wet­
lands, a hefty increase for research 
into global climate change and nearly 
$780 million for cleaning up nuclear 
contamination and other pollution at 
Federal installations.

The Environmental Protection Agen­
c y ’s  total proposed budget would rise 
by a modest $-18 million dollars to $5.6 
billion. But its all-important operating 
budget, with which it administers the 
anti-pollution laws, would rise by 12 
percent to $2.17 billion.

Health

encourage membership in such pro 
[ grants, the Administration -is develop­
ing a new program, "Medicare Plus,” 
that would combine membership in a 
Preferred Provider Organization with 
some form of Medicare supplemental 
(Medigap) insurance.

The proposal would also offer the 
stales incentives to enroll their pa­
tients in such programs. An H.M.O. is a 
highly structured organization oi doc- 
tors and others that offers a full range 
of medical services. A  P.P.O. is a less 
structured group of doctors who have 
agreed lo take lower fees than they 
would otherwise charge in exchange 
for a higher volume of patients.

The Administration also proposed 
reducing the projected growth of Medi­
care by $5.6 billion, and obtaining $1.9 
billion more in revenues. But Medicare 
expenditures are still expected to in­
crease by $10 billion, to $116 billion.

The budget would also provide a $109 
million increase in A ID S  research, pre- 
ventioi and other activities, for a total 
of $1.7 LMIion. Total spending on A ID S  
would be $3.i billion.

The Administration proposed reduc-J 
ing Medicare premiums by $60 a year, 
for beneficiaries who join a Health 
Maintenance Organization. To further I

Labor
the Labor Department, the

’ resident proposes a small increase in 
spending, from $2-1') billion in the 1990 
Tscal year to $26.3 billion. M ost of the 
pudget, $19.-1 billion, represents bene­
fits the Government pays to unem­
ployed workers. If the unemployment 
ate is higher than the 5.3 percent the 

Government predicts for the year — a 
•ate that some economists say is opti­
mistic — that spending would rise.

T h e U .S . B u d g e t M ad e E a s y , M ore or Less

Still, Labor Secretary Elizabeth Dole 
obtained room for spending increases 
in areas that she has put high among 
her priorities. She would reduce spend­
ing for special sum m er training pro­
grams, from $715 million to $220 mil- 
ion, but she would raise spending from 
>-1-1 million in (he 1990 fiscal year to $1.-1 
pillion for longer-term programs, espe­
cially one designed to ease young peo­
ple's transition from school to work.

The Occupational Safety and Health 
Administration would get 34 more in­
spectors, bringing to more than 200 (he 
number that she has addeed since tak­
ing office. Department fines against in­
dustrial violators of the safely laws 
reached a record last year.

Science and Space
A  major theme of the proposed 

budget is investment in the future, and 
the Bush Administration sees the space 
program as a big part of that.and 
ivants to increase the National Aero­
nautics and Space Administration’s 

(budget to $15.2 billion. That would be a 
24 [percent rise from the previous year, 
which would be the largest increase for 
any major agency.

The additional $2.9 billion includes a 
36 percent increase for the space sta­
tion. alloting $2.6 billion for the manned 
space platform, which is to be launched 
in 1995, so that construction could begin 
on those parts requiring long lead 
times. The space agern v also asked for 
$237 million to start a*, orbiting Earth 
Observing System , program that 
would use a se’ ios of satellites and a 
computer nci .vorx to measure and 
monitor environmental changes.

Transportation
The Transportation Department re­

quested $26.9 billion, a figure that is 4.2 
percent below this year’s  spending 
level. Big increases for the Federal

Budget Proposal*
Figures in billions.

Military

International affairs

Science, space  and technology

Natural resources and environme

Agriculture

Transportation

Education

Health

Medicare

Income security

Social security

Veterans benefits and serv ices 

Administration of justice 

General government

WHAT LOSES
Energy

Com m erce  and housing credit 

Community, regional development

OTHER ITEMS

Interest

Allowances*

Undistributed offsetting receipts

TOTAL

•Includes cuts to be proposed lor Feden 
proposed legislation lor reduced govern^
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ANALYSIS OF BILL/PROGRAM EFFECTS

S S S B  335

In t ro d u c to ry  C om m ent:

The rising cost of health services in recent years has led government agencies, 
private organizations, and legislative bodies to seek alternatives to the 
traditional medical delivery system which will provide improved health care at a 
lower cost. The health maintenance orgamzation is a concept which has 
received such attention as one means through which an improvement in 
delivery might be achieved.
Shortcomings of Existing Health Care Delivery System
The health care delivery system as it is now constituted presents several 
problems. First, many people are unable to obtain health care when they need 
it and in the form they need it. This problem can be divided into three subareas:

1. In many areas of the country, the availability of health care in 
terms of the quantity of manpower and facilities is inadequate.

2. Even where physicians, nurses, clinics, and hospitals do exist,
they may lack accessibility due to poor location, poor
management, lack of transportation, language or racial barriers, 
inconvenient hours, etc.

3. Even if health care is available and accessible, it may not be
continuous: that is, a single patient may not be treated as a
person with a continuing or a variety of problems but rather as a 
single isolated health care problem incident. The problems of 
viability, accessibility, and continuity, at least in part, have been 
attributed to the lack of responsibility vested in one person, 
group, or organization to assure the delivery of health care.

A second problem is the escalating cost of health care services. This stems from 
the limited supply of health care service facilities which is confronted by an 
expanded and fragmented financing mechanism and the consequent 
tremendous increase of demand for such services. This is the classic model for 
inflation. Traditional reimbursement of providers by the federal government, 
insurance plans, and hospital and medical service corporations, because of the 
inherent difficulties involved, has been accompanied by uneven efforts toward 
ineffective cost review or control. Furthermore, services or facilities are often 
duplicated or used inefficiently. A basic cause of inflation and inefficiency rests 
with the improper structuring of incentives. Where no individual group, or 
organization is responsible for the use of more economical services and facilities, 
including those relating to preventive care, greater income is generated for 
providers by the more frequent use of services and facilities and by the use of 
the more expensive facilities and services available.
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A third problem is the quality of health care delivered. Throughout various 
parts of the country, the quality of health care can range from the very best to 
the very poor. Generally speaking, there is no locus for quality assessments 
either as to health care processes or health care results. In the absence of a 
means to measure quality, it is virtually impossible to design and implement 
effective programs to rectify defects.

This brief discussion in no way attempts to provide a comprehensive discussion 
of the problems of the health care delivery system in the United States nor does 
it give adequate recognition to the strenuous efforts of many to improve the 
existing system. However, it does highlight some of the major problems 
prevailing today. Development of the health maintenance organization (HMO) 
concept offers one alternative means to help alleviate some of these problems.

Nature of the Health Maintenance Organizations:

A health maintenance organization may be described as an organization which 
brings together a comprehensive range of medical services in a single 
organization to assure a patient of convenient access to health care services. It 
furnishes needed services fcr a prepaid fixed fee paid by or on behalf of the 
enrollees. An H M O  can be organized, operated and financed in a variety of 
ways. For example, an H M O  may be organized by physicians, hospitals, 
community groups, labor unions, government units, insurance companies, etc. 
Generally speaking, an H M O  delivery system is predicated on three principles:

1. It is an organized system for the delivery of health care which 
brings together health care providers.

2. Such an arrangement makes available basic health care which 
the enrolled group might reasonably require, including emphasis 
on the prevention of illness or disability.

3. Th payments will be made on a prepayment basis, whether by 
the individual enrollees, medicare, medicaid, or through 
employer-employee arrangements.

An H M O  can directly address itself to the problems of availability, accessibility, 
and continuity since it is a health care delivery system. It assumes 
responsibility for actually furnishing to its enrollees those health care services 
necessary to meet the obligations it undertakes. Thus, the H M O  occupies a 
position through which both the accessibility and continuity of care may be 
affected.

An HMO, by its very nature, may provide incentives toward lessening costs in 
delivering health care. It has a limited membership prepaying fixed sums of 
money. The providers are obligated to deliver a specified set of health care 
services. The fixed amount of income provides incentive to control expenses and 
costs. The H M O  provides a mechanism to analyze costs, expenses and 
utilization of services, and affords a means to implement measures to enhance 
efficiency.

The problem of the quality of health care is not susceptible to an easy solution. 
An H M O  is in a position to assess the quality of care provided since it is a closed 
system. It can study the health of its members, review the records of treatment, 
and, in general, provide a monitoring mechanism.
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A variation of the H M O  concept is seen in some medical care foundations. 
Although individual foundations differ greatly in detail, a foundation for 
medical care is usually sponsored and organized by a county or state medical 
society. The membership consists of physicians who apply to and are accepted 
by the foundation.

Those medical care foundations which can be considered as a variant of the 
H M O  concept often contract with an insurer or other prepayment plan (e.g., 
hospital or medical service corporations) to provide coverage meeting certain 
minimum criteria consistent with tho delivery of quality medical care. The 
insurer collects the premiums, promotes, markets, and underwrites the 
program. The enrollee may seek physician services from any member of the 
foundation who then bills either the insurer or the foundation, not the enrollee. 
Although such billings are on a fee-for-service basis, the amount charged the 
enrollee is fixed and prepaid without regard to the number or type of servicer1 
used. The foundation establishes some form of peer review to monitor not only 
the level of charges but also the type and quality of care rendered. Since the 
amount of income does not vary with the number or type of services provided, 
incentives exist to maintain costs at as low a level as possible. However, unlike 
the H M O  concept described above, even though physician services are prepaid 
from the patients’ viewpoint, from the physicians’ viewpoint, the fee-for-service 
practice is maintained, under the federal H M O  Act, this type of organization is 
called an Individual Practice Association Type HMO.

The Need for State Authorizing and Regulatory Legislation

Prom 1970 to 1973, the administration and committees in both houses of 
Congress spent much time analyzing the health maintenance organization 
alternative m  connection with national health insurance and federal assistance 
bills for H M O’s. This analysis resulted in the enactment of the federal H M O  
Act in 1973. Since then, the number of health maintenance organizations and 
the number of H M O  enrollees has grown rapidly. Prior to 1972, however, few 
states had a statutory framework tailored to the supervision of health 
maintenance organizations. Chartering, licensing, contract and rate regulation 
and other supervision was being carried out under general insurance laws, 
hospital and ir edical service corporation statutes, other special statutes, or not 
at all. Because the H M O  is a unique type of organization, many provisions of 
such state laws were inapplicable, highly restrictive or prohibitive to the 
formation and operation of an HMO. Therefore, in 1972, the National 
Association of Insurance Commissioners (NAIC) adopted the Model Health 
Maintenance Organization Act which accommodates the unique features of 
H M O’s. SSSB 335 substantially tracks that model act.

Purpose of SSSB 335

SSSB 335 clearly authorizes the establishment and operation of H M O’s. 
Restrictive provisions in other laws which are inappropriate to H M O’s are 
render inapplicable. Appropriate grants of authority are established to enable 
the H M O’s to fulfill the function envisioned for them. At the same time, 
however, the public has a vital interest in the fiscally sound, efficient, and 
ethical operation of H M O’s. As is the case with insurance and hospital and 
medical service corporations, H M O’s are "affected with the public interest." 
Thus, the purpose of this bill is twofold.
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First, it attempts to provide a legal framework enabling the organization and 
functioning of H M O’s of a wide variety, including those based upon the medical 
care foundation or individual practice association concept. The legal 
environment is designed to permit a high decree of flexibility. No one form of 
organization or one type of modus operandi is required. Instead the H M O  
concept can be refinea and subjected to further experimentation. Second, the 
bill attempts to provide a regulatory monitoring system not only to prevent or 
remedy abuse, but also to assist in the future improvement and development of 
this alternative form of a health care delivery system.

Since the model bill on which SSSB 335 was approved, the federal H M O  Act has 
been enacted and amended four times. The model, or substantial portions of it, 
has been enacted in 27 states and substantial experience has been gained in 
implementing and regulating H M O’s under its terms. In addition, a few H M O’s 
have become insolvent and commissioner have had to deal with the results of 
those insolvencies. Therefore, the model act has been revised to reflect changes 
which have occurred in the federal law, to reflect experience gained in 
administering the law and to clarify and strengthen the provisions relating to 
H M O  agency.

AS  2 1 ,.8.6.,Q lfl

This section requires the licensing of an H M 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 a focus of regulatory attention to 
assure that the consuming public is well served.

AS 21,86.020.

A health maintenance organization co mes several characteristics of an 
insurance 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. This section provides for the 
authorization and regulation of health maintenance organizations to be carried 
out through existing state agencies. The creation of a new agency specifically 
for health maintenance organizations would unnecessarily duplicate existing 
functions in the Insurance Division and the Depai tment of Health and Social 
Services. It is felt that the expertise of the Alaska Insurance Division on fiscal 
and other regulatory matters and the familiarity of the Alaska Department of 
Health and Social Services with regard to health matters should both be utilized 
in the regulation of health maintenance organizations. To minimize 
administrative problems, the prime responsibility for administration is vested in 
one agency- the Insurance Division. However, to the extent possible, the 
responsibilities of the two agencies are clearly defined with the Insurance 
Division obligated to rely on the Department of Health and Social Services with 
respect to the letter’s sphere of expertise.

Subsection (b)(2) makes explicit the requirement that an H M O  must provide a 
minimum package of services on a prepaid basis. Reasonable co-payments, 
however, are permitted and do not violate the requirement for prepayment. 
Such co-payments may be used to (a) reduce the amount of prepayments; and (b) 
minimize frivolous utilization of services. In addition, an H M O  may have more 
than one benefit package involving different levels of co-payments.
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Under subsection (bX3), to grant a certificate of authority, the director should be 
satisfied that the health maintenance organization will have the financial 
resources to provide the health care services for which it is obligated to its 
enrollees. However, it is recognized that requiring an HMO to have more than a 
minimum capitalization as set forth in AS 21.86.140(h) might prevent the 
organization or implementation of an otherwise viable HMO. Furthermore, 
with various possible insurance and surety arrangements available to back up 
the HMO’s promise of performance, reserve requirements such as those found in 
the insurance laws are not deemed necessary.

AS21.86.Q3a
The exercise of authority granted in this section is subject to disapproval by the 
director within 30 days of a filing by a health maintenance organization. The 
director may promulgate rules and regulations exempting certain contracts 
from the filing requirement where exercise of the authority granted in the 
section would nave little or no effect on the financial condition and ability to 
meet obligations of the o rganization.

AS 21.86.040
This section makes explicit the permissible membership of such a group. 
SSSB 335 does not, however, require that a health maintenance organization be 
consumer controlled. It is expected that HMO’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 particular interest. The disclosure of information under other sections is 
also designed to assist the consumers.
Arguments against a role for the consumer include: (1) such participation is 
unnecessary and perhaps even harmful to the efficient and professional delivery 
of health care services; (2) a consumer role will impede the initiation of an HMO 
since more people must be involved; and (3) consumers can always seek 
alternative health care. The arguments for a consumer role seem more 
persuasive. These 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.

AS 21.86.050
This section provides a level of fidelity protection for the consumer by requiring 
a bond.

AS 21.86.060
This section requires that services be provided through appropriately licensed 
persons. It allows the HMO to provide services directly or through other 
arrangements.
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Subsection (a) requires that every enrollee be provided with evidence of 
coverage and allocates the responsibility for providing that evidence.
Subsection (b) and (e) requires that evidences of coverage and forms are subject 
to filing with and approval by the director.
Subsection (c) establishes requirements which evidence of coverage must meet.
Subsection (d) provides that filing is required under subsection (b) unless the 
form is already subject to filing requirements under existing filing statutes.
Subsection (f) 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 medical service 
corporation will be subject to regulation in accordance with existing laws.
Paragraph (f) 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. 
The competitive disadvantage which such requirement might impose could 
impeded the development of HMO’s.
Because of its somewhat different nature, an HMO 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 director in determining 
adequacy. In applying the standard of excessive, inadequate, or unfairly 
discriminatory, it is contemplated that the director 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 against fluctuation due to inflation, changes in medical 
technology and related causes.

A S  21.86.0.7.Q

AS 21.86.080
This section provides the director with the authority to require reports 
considered necessary to carry out his duties. The reports could include:

o a financial statement of the organization;
o any material changes in the information submitted pursuant to 

AS 21.86.010(b)(3);
o the number of persons enrolled at the beginning and end of the 

year; and
o the amount of uncovered and covered expenditures that are 

payable and more than 90 days past due.,
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In establishing filing requirements, the director will be cognizant of the fact that 
H M O’s that are qualified under the federal H M O  Act must submit detailed 
reports to the Department of Health and Human Services. The director will 
make use of such reports when they are relevant and avoid the imposition of 
duplicate reporting requirements.

This section requires the H M O  to provide notice to enrollees of changes in 
operation affecting them.

A S .21 .f l& lf lQ

Every health maintenance organization is required to establish a complaint 
system to provide reasonable procedures for the disposition of complaints. The 
organizations may be expected 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 addition to basic 
health care services which is provided by insurance, hospital or medical service 
corporations, or some means other than being furnished by the organization. 
For complaints arising 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.

AS21.C3.110

This section avoids duplication of benefits.

This section provides a ten-day free look.

AS 21.86.130

Life and health insurers are subject to statutory investment requirements 
designed to assure conservatism and liquidity in the handling of the insurer’s 
funds. Sound financial management is an important element in the variable 
operation of an HMO. Furthermore, it is contrary to the intent of this bill to 
foster conditions which would enable an H M O  to be used as a "front" for a 
speculative investment operation. At the same time, however, it is recognized 
that for an H M O  to fulfill its expected functions, it may be both desirable and 
necessary for the H M O  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. Consequently, 
this section excepts this type of investment when approved by the director in 
accordance with the standards set out in AS 21.86.030(b).
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A S  21.86.14Q

Even though very serious problems can arise if a health maintenance 
organization defaults on its contracts, fiscal control of health maintenance 
organizations in a manner 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 organizations 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 a structured 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 acccont, and the organization’s generation of additional 
amounts annually as a source of funds to meet its contractual obligations to the 
enrollees in the event of insolvency. The director 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 type of organization and the nature of its arrangements 
with providers. For example, the physicians of the staff of the organization or a 
contracting medical group of indiviaual 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 director 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. This can provide an early warning of 
possible adverse changes in the health maintenance organization’s financial 
position. In addition, the status of such provisions or policies should be covered 
in annual interrogatories to the organization.

AS 21.86.150

Subsection (a) requires licensing.

Subsection (b) addresses false or defective advertising and solicitation.

Subsection (c) applies the insurance Unfair Trade Practices Act to the degree 
applicable.

Subsection (d) is designed to foster continuance of coverage to the extent 
possible.
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Subsection (e) addresses potential deception through name utilized.
Subsection (f) requires a certificate of authority to use the phrase "Health 
Maintenance Organization" or "HMO."

A S -2 L f i& l f iQ

Provides for regulation of assets.

This section 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 permit insurers 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, (3) to 
cover catastrophe situations, (4) to provide protection to the enrollees in the 
event the HMO becomes insolvent, and (5) to provide coverage against the cost 
of health care services as the health maintenance organization deems necessary.

AS 21.86.180
The director is provided authority to examine health maintenance organizations 
as is reasonably necessary. However, any determination related to the quality 
of health care services is the exclusive responsibility of the commissioner of 
health and social services.

AS 21.86.190 - .200
These sections list the reasons for suspension or revocation of the HMO’s 
certificate of authority. They also set forth a process for such action.

A S -2 M & 21Q

This section provides for the rehabilitation, liquidation, or conservation of 
health maintenance organizations to be carried out by the director under the 
statute applicable to insurance companies.

AS 21.86.220
This section provides authority to adopt regulations.

AS 21.86.230
Proper administration of th a HMO program by the Division of Insurance and 
the Department of Health and Social Services will impose additional financial 
burdens on the respective agencies. For this reason, it is appropriate to 
establish a fee system through which HMOs are required to bear the expenses 
associated with their regulation by the state.

6381D/22390a - 1 0 -



This section provides for taxation of trie HMO.

A S

This section authorizes the director to issue a cease and desist order and to 
apply for injunctive relief. It also provides penalties for violations.

A S  2 1.8.6 .2fifl

This section clarifies the relationship of HMOs to other insurance statutes.

AS 21.86.27-0-

This section provides that filings and reports are public documents.

AS 21.86.280

This section provides that medical information on an enrollee is confidential.

AS 21.86.290

This section authorizes the Department of Health and Social Services to draw 
upon outside expertise where appropriate. One alternative would be to contract 
with Professional Standards Iteview Organizations established pursuant to 
Public Law 92-604.

AS 21.86.300

This section provides protection for HMOs from acquisitions which would ran 
counter to this chapter.

This section is similar to section 1310 of the federal H M O  Act, but extends the 
dual choice i aquirement to state licensed HMOs. The licensing requirements of 
this act are less stringent than the ioieral requirements, so this provision will 
assist in the development and growth of state licensed HMOs.

AS 21.86.900 

Definition section.

Paragraph (6) defines an H M O  to be any person that undertakes to provide or 
arrange for at least basic health care services on a prepaid basis. This can 
achieve either (a) by providing the sendees directly through physician or other 
providers actually employed by the H M O  and through hospitals or facilities
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owned or directly operated by the HMO, or (b) 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.

Paragraph (2) defines basic he 1th care services. This definition, combined with 
the requirement that an H M O  provide for basic health care services in AS 
21.86.020(b)(2) and AS 21.86.390(a)(3) establishes a minimum package of health 
care services which an H M O  must provide or arrange 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 substantial number of enrollees.

Since no H M O  may function without either a certificate of authority and since 
an H M O  must furnish basic health care services, no health care services may be 
provided or arranged for on a prepaid basis without the minimum package of 
basic health care benefits. Inis serves two purposes: (a) it requires the 
provision of adequate protection and (b) it prevents the avoidance of the 
applicability of the Act by the mere expediency of failing to meet the minimum 
package requirements.

In addition, the H M O  may furnish additional services, certain limited 
indemnity benefits and more comprehensive indemnity benefits. 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 affiliate 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 H M O  type 
operation to meet health care needs in a wide variety of circumstances.

The definition of an H M O  affords wide latitude for different arrangements. 
This highly flexible 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 H M O  should be a profit or nonprofit organization. 
Permitting both profit and nonprofit organizations will broaden the financial 
and managerial resources whicn can be drawn upon in developing the H M O  
concept.

Paragraph (9) defines uncovered expenditures. These are expenditures for 
health care services for which the H M O  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 provider 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 ealth maintenance organization.
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Includes reference to HMOs in related statutes.

SeciionJL

This is a temporary grandfather clause for existing HMOs.

Section 5

This section provides for applying AS 21.86.310(aj to new or renewal contracts 
or agreements but not those existing.

Section 6

Provides for an immediate effective date.

T e chn ica l A m en d m e n ts  .Necessary

Page 10, line 11, "AS 21.42.140 and 21.42.150" should read "AS 21.42.120 and 
21.42.130"

Page 10, line 11, "AS 21.86.210" should read "AS 21.87.180"

Page 10, line 14, "AS 21.42.140 and 21.42.150" should read "AS 21.42.120 and 
21.42.130"

Page 10, line 14, "AS 21.86.210" should read "AS 21.87.180"

Page 23, line 24, add "The director of insurance may adopt regulations 
necessary to carry out the director’s duties under this chapter."

6381D/22390a -13-
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More andmore,(x>skxmscious Americans are choosing health maintenance 

organizatiomforthefrmedicalcare. Butbeuxne:NotcMarethesame.

>AID H E A L T H  P L A N S  

offercompreben- 

? * v c  medical care far a fixed 

fee— have been revolution­

izing ourbe&hb-care deliv­

ery system. M o s t  c o m m o n  

*re health maintenance or­

ganizations, or H M O s :  Y o u  

p ay a single p r e m i u m  ana 

are covered for all your medical needs, 

including surgery, hospitalization an d  

access to a complete range of special­

ists. maternity a nd e m e r g e n c y  carc, 

sometimes even physical therapy, d e n­

tal and vision care.

M o r e  than 31 million Americans are 

enrolled in H M O s .  But, after IS years of 

spectacular growth, membership has lev­

eled off. Doze n s  of the nation's approx­

imately 6 50 H M O s  are losing money. 

This translates into cutbacks in services 

or, worse, the sick a nd elderly being left 

without crucial medical care.

N o  ooe yet k n o w s  the prognosis for 

these health plana-Jwhich, ideally, c o m ­

bat 1 ^  costs withtart compromising the 

quality of caw. A  k e y  question: D o  big 

business and g o o d  medicine mix? That 

is, can w e  realistically expect H M O  exec­

utives ( 0  care m o r e  about the medical 
well-being of their m e m b e r s  than about 

shewing profits to their stockholders?

I spent months investigating H M O s  

throughout the country. 1 talked with 

sc nres of H M O  m e m b e r s  and physicians, 

government officials a n d  executives of 

the health organizations. 1 was highly 

impressed by most of the H M O s  1 visited. 

I w as apoalled b y  s o m e  of the others, 

most particularly by testimonies u d  oth­

er cvidenoe tbat fast-bock artists, politi­

cal fixers sod unethicalI physicians have 

m o v e d  into s a m e  H M O s  m  t n m y  sec­

tions of the country. F r o m  what I s a w  

and beard, here's b o w  to tell if you're

getting the best care f r o m  your H M O :  

T h e  A B C *  of H M O * .  There are t w o  

major types. Croup practice plans pro­
vide medical services at centers staffed

the premises, 

patient care if o ne central location. Indi­
vidual practice plans (IPAs) offer m e d i­
cal care in the private offices of doctors 

under contract to them: T h e  advantage 

is a  wider choice of physicians. The s e  

doctors Sometimes receive a monthly p ay­

men t  for every I P A  m e m b e r  w h o  has 

signed u p  with them. -  •

In general, if y ou enroll in an H M O ,  

y ou are "locked in" to its doctors. If y o u  

consult another physician without the 

H M O ’* approval, y ou m o s t  pay h i m  out 

of your o w n  pocket T h e  avet age m o n t h­

ly cost of membership in an H M O  is 

S 2 0 9  fora family, S 7 7  for a n  individual.

Today, H M O s  are p m  o f  the bealtft- 

benefits package that m a n y  companies 

offer their employees. S u c h  w a s  the case 

with Sharon Jordan o f  N . ’th  Cantoo, 

Ohio. She enrolled in the Health M a i n­

tenance Plan of Cotmouiity Mutual Blue 

Cross *Dd Blue Shield o f  O h i o  In M a r c h  

1986, when she started working for B u c k­

eye Color Labs. That July, her 15-year-uld 

daughter, Kristin; w a s  in a  serious auto 

crash in Canada-She suffbred a shattered 

pelvis, a hairline skull fracture and a bead 

injury that caused her brain so swell. For 

a m o n t h . Kristin lay In a c o m a .  TNvice che 

developed poenmonia a n d  almost died. 

She w a s  flown b y  air am b u l a n c e  to the 

Cleveland Clinic for treatment. T b e n  she 

had to be transferred to a rehabilitation 

hospital in Warren, Ohio; for physical 

therapy. T h e  H M O ' s  doctors monitored 

Kristin's care, and the ptan'paid 7 0  per­

cent of her SIOO.OOO medical bill.

It w a i  a miracle that m y  daughter

*»- iVvSy'-’ r1-'.:- ’ *1

V«'-y-v .••»• i V; **:

i s  V -c > , t k '

pulled through so beautifully,* Mrs. 

Jordan says about Kristin, w h o  is back' 

in school full time. “A n d  it w a s  toother 

miracle that w e  were covered by Health 

Maintenance Plan. Otherwise, 3 doe'*' 
k n o w  what w e  w o u l d  have done.* ■ v  

In Brooklyn, N.Y., M o o a s  Seidman, 

77, sells b o w  grateful b e  is »  Eldapian 

for covering the high costs incurred b y  

Susan, his wife of 5 4  yean. ^  ■' 
E W a p l s n  is one of the four pilot pro­

grams ot tbe Health Care Finauoe Adnrin- 

tstntkm. Membership is U n f e d  lo thore*’ 

65 and older w h o  are covered by Medi- 

cora in u ed

Heres

earn
><.t ' boa  a g w iM io  i m . i t i m  Iso t tp

that your entire"*'• v« nor*tmrx:i 't *»ruia \thoy.

famuys I

care is regulated— *
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OLD PUEBLO TRADERS
THE CATALOG FOR ALL 
YOUR FASHION NEEDS

•  Misses, Petite, (5'4'& under) Half 
and Large Sizes

•  Fashions for Dress, Sport and 
Leisure lay Vera, Jantzen, London 
Fog, donnkenny and morel

•  ShoesinHard-To-Find8izes(toWW 
widths), by Penal jo®, Hush Puppies®, 
Bees by Beacon®, Kraus of California, 
and many more!

•  IntimateApparel
•  Complete Satisfaction.

Guaranteed

SEND FOR FREE COLOR
CMALOG plus *2 BONUS 
COUPON oood on (m otter

SEW) FREE COLOR CATALOG plus 
*2 BONUS COUPON good on tauter

Name.
Address _

CJty. Stats _ Zip.
OLD) PUEBLO TRADERS Dept. F X Q 1 , Rato Verde at 34*1 St

RO. Boa 27800, TUcaon, A Z  85728-7800

★ The 1,600 most ewwiwaty 
presetted  dross m the 
U.S. profiled

★ 800 pages

★ 32 pages of actual-size 
color photographs of 
prescription pins

W
ben w e  first looked through T H E  PILL 
BOO K ,  w e  couktat wait to m a k e  it avail* 
able to cur reader*. Here— Ip one ecsy-to- 
u k  book— It everything you tbouid k n o w  about 

jour prescription drug*. And at only S6.9S, w e  
think you’ll find H  to be an outstanding value.

This coosuroert guide to ptlb Include*;

R  Generic a nd b r u t u n a ;  dosages; aide 
effect*; adverse reaetioas; warnings.

R  32 page* of actaal-sbc color photographs of prescription pUU.
R  Spedal sections oa drag* and: fund*, k j , pregnancy, akokoi, chlldrea n n d  

the elderty.

Based on the t a m e  tntorroatioci your physician and pharmacist rehr oo— T H E  Ptti. B O O K  
gives the most Important tacts about each drug in a condse, readable lormnt.

W e  think there should be a copy of this vahuhle consumer g Idc in every borne. Order 
your copy today!

Publishers Choic**-
GUARANTEE: II you are rtKsatWWri with your purchase In any way, you m ay return tt tor a 
prompt and hill refund. All orders are procesaed promptly aod noddcadoo will be test b  
cate of delay Shipment Is guaranteed within 60 days.

O m n i  o n e s *  J7  I U >  A « * .r t s > tW * * o «  S ta rk s . N T  1174*. O  IM S  H a fca w l S jw f o o a n a  toe.

™
 Send wjut name. adAeas. d o  code and check or ljooct order tor
I W w H j C  86J5 pfua SL30 portage ana b i t i n g  toe Pabtkdma d a t e .  B oa 

4171, DeptCD*l-Pa,HuntingtaQ Station. N Y  11746. IA. IL H .  K E  and M Y  residents add 
appropriate salej tez.

SAVE! Order two tor SO JtO pita f£SQ postage end hmdlbt$.

W M lcontinued
care Parts A  and B . In addition to stand- 

ard services, it provide* homemakers and 

nursing-home emt- When Seidoian .ap-. 
plied, be candidly reported that Susan, 

72, bad advanced Alzheimer's disease 

and w o u l d  need to spend the rest of her 

life in a nursing home. Elderplan accept­

ed the couple anyway.

But not all H M O s  are as reliable as 

those. A m o n g  the questionable policies:

• M a n y  H M O s  designate their primary- 

care physicians as “gatekeepers." with 

complete power over referrals to spe­

cialists, lab tests and other services. T b e  

H M O s  then “rahoo" care b y  financially 

rewarding physicians w h o  d o  not send 

patients to expensive specialists.

" T h e  conflict of interest is obvious,” 

notes Dr. Coleman R. Seskind, a Chicago 

internist. T h e  doctor often has to choose 

between bis financial well-being and the 

patient’s welfare. T h e  physician has to 

persuade a patient against his o w n  m e d­

ical judgment— against his code of eth­

ics— not to have lab w o r k  d o n e  because 
it hurts his o w n  pocket book."

O n e  tragic e x a m p l e  of the conse­

quences of rationing medical care is the 

case of a young mother of t w o  in the 

Midwest. S h e  has filed a d a m a g e  suit 

against her H M O  and t wo of its physi­

cians, charging that their laxness in 

ordering appropriate diagnostic tests 

resulted in a failure to detect tier cervi­

cal cancer prior to its spread.

In A u gust 198S, the w o m a n  went to 

her priraary-care physician at the H M O  

because of vaginal bleeding. S h e  main­

tains that the physician failed to order a 

Pap test or refer her to a gynecologist. 

Six mont h s  later, the w o m a n  charges, 

she w a s  allowed to see the H M O ' s  gyne­

cologist, but hs didn't order a P a p  test 

either. B y  M a y  1986. she says, she was 

desperate and went to the e mergency 

r o o m  of a nearby hospital. There, doc­

tors m a d e  the appropriate tests, which 

showed that she w a s  riddled with can­

cer. T h e  w o m a n  underwent a hysterec­

tomy, followed b y  radiation and c h e m o­

therapy, a nd finally a colostomy. H e r  suit 

charges that, to save money, the H M O  

discouraged lab tests and referrals to spe­

cialist!. T h e  case is still in litigation.

« M a n y  H M O s  hold back a percentage 

of the m o n e y  due tbeir doctors until the 

end of the yean It's a compelling reminder 

to pinch pennies on paneni care.

• S o m e  H M O s  pay their doctors boouses 

to limit treatment. O o e  H M O  in Texas 

reportedly p o d  its oosaaridans only5600 

for a vaginal delivery if the mother stayed 

in the hospital for three days— but S10ZS 

w b e n  the doctors released the mother 

the day after sbe gave birth.
These questionable policies have not 

gooe unnoticed by lawmakers. In late 

1986, Congress passed a law C o t  would 

ban H M O *  from u u r j  financial incen­

tives of a n y  type to induce doctors to 

limit patient care. Both (he H M O s  m d  

physicians wou l d  be subject to fines for

violating this law. But lobbyists 
H M O s  have persuaded Congress 

pone its effective date until April I 

• Senale in’tsti gators found tba 

H M O s  fraudulently enrolled sen 

izens without their knowledge a n  

Medicare for treatment that wat 

delivered. A n  employee of ooe C 

nia H M O  detailed 10 cases in wl 

enrollment forms hi d  been forgr

' T h e  real crisis today is with 

that treat Medicare patients." sa 

Ronald S. Brooow, a dermalolo 

Los Angeles w h o  is executive vie 

idem of Physicians W h o  O r e ,  a n. 

grass-roots organization that su 

patients’ rights. "The elderly use tr 

service*, costing prepaid plans m o r  

ey than younger, healthier patier 

s o m e  H M O s  are raising premium: 

elderly, cutting their benefits— or. 

ing them. Twenty-nine plans d. 

renew their Medicare contracts for 

resulting in the disruption of hcali 

for S4.000 senior citizens."

Dr. Paul M .  Bllwood, c h a i m  

lmerStudy, a research group in I 

sior, Mims., and an expert on pr 

health jplans, cautions against tl lev 

sale criticism of H M O * .  “Fixing tb 

tors’ fee* until the e nd of the yer 

example, is c o m m o n  a m o n g  insc 

companies, including Blue Cros 

even Medicare,”!* notes. T h e  real 

here i* that m o r e  medicine is not ai 

better medicine. If a doctor is goi 

allow m o s e y  to heavily influence tb 

be give* his patients— whether toe 

care or too m u c h — I'd say that's 

docto.'md not that H M O *  are necr 

ily a bad system."
H o w  to guarantee the best c a n  

the facts. Sort by asking these quest

1. W h a t  doe* your H M O  m a n b e  

indude: Drugs? Dental e w e ?  E y c g k  

H e w i n g  aids? W h a t’* the cost to y  
including extras?

2. H o w  m a n y  of your H M O ’s do 

are board-certified? H o w  are physi< 
reimbursed? A r e  there inctntivi 

induce t h e m  to skimp o n  care?

3. C a n  y ou choose the doctor you 

fer? H o w  long does it take to gt 

appointment? H o w  difficult is it to 

suit a specialist? - --wr.

4. I* yocr H M O  affiliated With | 
hospitals? .

5. w h a t’s the reimbursement polk 

emergency trcatmeua? Suppose you 

denly b e c o m e  very ill and mast ca
in outside doctor not affiliated with- 
H M O .  O r  y o u  are in a serious acci 

m d  ire rushed to a bomttal that ha 

contract with your H M O .  W h o  p a y  

bills— you ccyo u r  H M O ?  ...

6. It there an effective quahtyetstrr, 

program b y  c  competent outside o q
1ZXDOQ? •; » ’ . : ’

7 's your H M O  financially ttabjec 

danger of doting its d o a r * ? R e q u w  c 

ies of its fr a m e s ]  stsaeosents to see 

facts and figure*.

8. C a n  m e m bers kftaeocc H M O  p  

d e s ? T b  find out, askrtbcn n cniba *

1U<I r Kites-
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National Health 

(iare 1\xfiected 

In Next Century

B y  R i c h a r d  D o n a h u e

C H I C A G O — H e a l th  m a in ­
tenance organizations will becom e 
the dom inant financier of private 
health carc in the U . S .  before year 
2000, a business-forecasting con­
sultant predicts.

Som etim e  after that, the nation will adopt a 
Canadian-like national health insurance system , ac­
cording to R o y  Amara, president of the Institute of the 
Fu ture , M e n lo  Park, Ca lif.

M r .  Am ara secs an increased use o f H M O s  in the 
1990s as a way to check rapidly increasing health costs. 
“I mean use o f  the real H M O s , ’  he said, “the kind that 
puts the hc3lth-carc providers at financial risk, the kind 
Shat em ploys salaried physicians and the kind that puts 
em phasis on wellness and preventive carc."

Preferred provider organizations and managed fcc- 
for-scrvicc plans arc not substitu tes for H M O s ,  he told 
attendees at a health-care sym posium  sponsored by S o ­
ciety o f Actuaries of Schaum burg, ill. and the Am eri­
can Hospita l Association, Ch icago.

Rather, he said, they represent "palatable steps" to 
H M O s ,  which were at first a “bridge too far" for many 
people.

T h e  H M O  population in the U . S .  will grow from the 
approximately 30 million persons which now use them 
to 60 million b y  1993, and then up to 60 percent or 70 
percent of all privately insured persons by the year 
2000, according to M r .  Arnara. (Currently, the entire

privately-in sured population is 
170 million, according to the 
Health Insurance Association of 
Am erica, headquartered in W a sh ­
ington, D . C . )

"In H M O s ,  patients will lose 
their freedom to pick their ow n 

physicians, and physicians will lose m uch of their 
clinical and econom ic autonomy as they watch their in­
com es shrink," M r .  Amara said.

H e  said the percentage o f physicians who arc salaried 
will increase from about eight percent in 1985 to about 
35 percent in 2000.

M r .  Amara said Am ericans arc not prepared for the  
dramatic changes com ing in health care.

“T h e  Am erican public is not ready to accept ration­
ing or restrictions in health carc because health-care 
co sts  still don’t bite deeply into the average household 
income." he said. “O n ly  5 percent o f income goes for 
health expenditure now."

T h is  will change, lie said, as em ployers arc forced to  
sh ift more of the  burden of health-care cost to  
em ployees. Em ployers, who now pay more than 40  
percent of the nation's health-care bill, will demand a 
bigger say in how the m oney is spen t, he said.

Hcalth-carc co sts, now at more than 1 1 percent o f  
G N P ,  will, according to governm ent predictions, be  
between 15 and 18 percent o f G N P  by the end of the 
century, he said.

C o n t'd  o n  P a g e  2 2

Dominance 
Of HMOs Seen 
By The 1990s
Coned fr o m  P a g e  2 !

But em ployers and the govcrn- 
m cn t—which pays about half of 
hcalth-carc c o s ts —cannot tolerate 
such a level, he said, predicting that 
health co sts  will level o ff at 13.5 per­
cent o f G N P  by the end of the cen­
tury.

H e  said a national health-care 
system , when it com es, will be 
similar but not identical to the 
system  in Canada “where govern­
ment is the insurer and taxes finance 
the cost."

S ta te  governm ents 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 system  will 
mean there will be fewer, but larger, 
health insurers, he said, som e of 
which may be em ployed to admin­
ister the national plan. □
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"For the year ended Dec. 31, 1988, 
659 H M O s  were in operation. An­
other seven were under development.1
Operating H M O s  reported total 

enrollments up 8.7% to 33 million in 
1988, compared with 1987 when 707 
operating H M O s  reported more 
than 31 million enrollees.
The number of operating H M O s  

fell 6.8%  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 H M O s  falls 
gradually each year.
H M O s  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.
H M O s  also successfully reduced 

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

Cunlmutd [*xc 1

F ig u re  1. H M O  m arket pene tra tion  (percen t) by s ta te ,  1986.

souk!* 8M(J McrMllru Qroup inc.; Mulon Lfbou. aflti. Inc., IMS.
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1,000 n o n -M e d ica re  m e m b e rs 
d ro p p e d  to  "64 from  377.2 a year 
earlier (Tab le  1).

N e a r ly  16%  o f H M O s  opera ting  at 
yea r-en d  1988 o ffered  a n  o p e n - 
e n d ed  o p tion , th e  n e w e s t  and  fa ste st 
g ro w in g  H M O  p ro d u c t. A n  o p e n - 
en d ed  p lan  o ffe rs  enro llee s th e  right 
to  ch o o se  at p o in t o f se rv ice  w h e th e r  
th e y  w a rn  to  se ek  care w ith in  the  
H M O  or to  go  o u ts id e  to  the p h y s i­
cian  or ho sp ita l o f th e ir  cho ice .

H M O s  w ith  o p e n -e n d e d  o p tio n s  
e xp ec te d  to  h a ve  nearly  2 m illion  
enro llees in  th e se  p la n s b y  year-end  
1989, an increase  o f 17 .3 %  from  
year-end  1988. E n ro llm e n t in o p e n - 
e n d ed  p la n s ro se  53% to  1.6  m illion 
in  1988 fro m  a year earlier. En ro llee s 
in  o p e n -e n d e d  p la n s a cco u n te d  for 
4 .8%  o f all H M O  enro llees.

N o n -M e d ic a r e  en ro llee s averaged  
3.7 am b u la to ry  v is its  each  to the ir 
I M O s  in  1988, acco rd in g  to 167 

repo rting  p lan s. H M O s  averaged 3,7 
p h y s ic ia n  e n co u n te rs  a n d  v is its  per 
n o n -M e d ica re  enro llee  in  1988, ac­
co rd in g  to  233 rep o rtin g  p lans.

T h e  average fam ily  p rem iu m  
charge fo r  all H M O s  ro se  11 .8 %  in 
1988 to  $242.50 p er m o n th  from  
$216.82 in  1987 (Table 1 )." B I0

'Editor'* note The source tor data used in this 
report was S M C  Marketing Croup Inc. Sec MB.7 30'89. p. 8. 1 or a report based tm the same data 
base.
To obtain a /roe copy of this TZ.poge report, 
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Table 1. Selected HMO utilization and pramlum a w ages by state, 1908,

Hospital
dtys per Phyelolen Amb.

1,000 non- encounters visits Premiums
Medicare per psr

Stats numbers member number Family Individual
Alabama 300.7 3.0 4.8 $228.81 $87.14
Arizona 202.0 3.7 3.9 250.44 64.62
Arkansas 401.1 4.9 1.5 228.55 82.50
California 318.4 3.3 8.5 251.70 95.05
Colorado 275.6 3.5 2.0 228.90 84.93
Connecticut 4028 3.9 3.1 282.40 112.98
Doiawaro 360.0 0.2 0.4 229.88 89.99
D.C. 362.7 2.9 3.3 236.32 89.80
Florida 335.9 3.3 2.0 220.67 83.42
Georgia 385.0 4.6 3.5 237.80 90.29
Hawaii 308.7 4.3 4.6 221.01 77.00
Idaho 212.0 — — 227.50 93.50
Illinois 369.2 4.2 2.8 227 20 86.47
Indiana 363.9 4.5 2.9 237.21 81.68
lowa 310.0 3.0 — 215.25 80.42
Kansas 441.0 3.3 2.1 240.60 94.79
Kentucky 370.0 — — 238.99 85.44
Louisiana 406.0 3.7 0.2 235.46 85,86
Maine 343.3 — — 246.33 9687
Maryland 328.4 3.7 3.4 255.38 88.78
M a ssa chu se tts 389.1 3.5 4.2 292.27 109.89
Michigan 306.0 3.7 5.1 243.91 95.82
Mlnneaota 362.4 4.Q 4.6 229.82 86.S3
Missouri 394.3 2.8 1.4 250.50 90.45
Montana 375.0 4.4 3.1 205.00 80.00
Nebraska 329.8 2.6 — 253.75 94.50
Nevada — — — 300.00 115.00
New Hampshire 304.0 4.9 3 5 281.50 100.50
New  Jersey 410.2 3.0 3.7 222.79 88.52
New Mexico 305.0 3.5 — 272.27 104.68
Naw York 374,0 3.7 2.3 216.21 88.12
North Carolina 332.8 38 2.0 235.63 86.34
North Dakota 359.0 6.9 2.7 250.24 105.29
Ohio 404.2 3.6 32 251.35 93.45
Oklahoma 300.0 3.9 9.9 253.17 87,00
Oregon 290.1 2.6 2.3 213.18 79.93
Pennsylvania 376.5 3.5 2.4 221.64 83.59
Rhode Island 360.5 4.5 — 242.50 101.50
-South Carolina 306.7 3.1 0,7 186.67 72.33
South Dakota 578.8 4.4 4.4 280.54 91.30
Tennessee 432.6 4.0 2.1 245.38 06.76
Texas 356.9 4.0 3.0 254.40 90.48
Utah 288.7 2.7 4.2 278.40 80.25
Vermonl — — — 206.00 82.00
Virginia 392.1 3.6 30 282.89 108.44
Washington 320.1 4.2 3.3 242.99 84.54
W isconsin 383.2 4.7 3.7 253.51 20.57
Wyoming 560.0 4.0 1.7 220.00 9U.00

Total U .S. 384.0 3.7 3.7 242.49 90.90
Aissks, Mississippi and wast Virginia h a d  no opsrating HMOs in 1BB8 . 
Seurao: S M O  uaixailng Orouo ina. Mi u o n  Laoorsionat. inc.. 1969



How Cost*Effective Is Your Health Plan?

V

July 1069

"To determine your plan's rating, add up the points in­
dicated for eacn answer, than compare youc total with 
those Illustrated on tha plan (valuation chart at tho ond. II 
your plan's cost-ellectlvensss rating la less than 'excellent,' 
you should consider Incorporating some cost-effective 
features your score ahowa are missing from your plan."
1. Ooea your plan have first-dollar covsrage lor 
hospitalisation?
 A) ( + 20) No/Do have hospital pra-carilfloatlon
 B) ( -6) NofNo hospital pre-certification
 C) (-15) Yoe/Do have hospital pre-cartlflcatlon
 D) (-30) YeifNo hospital pra-sertlllcatlon

2. Does your plan have llret-dollsr coverage for 
medlcalfsurglcal services?
 A) ( + 10) No/Do have pro-certllication
 B) ( 0) NofNo pre-osrtlfloatlon
 C) ( -5) Yes/Do have pre-certlllcatlon
 0) (-15) YesfNo pra-cartlflcatlon

3. Your group plan's major modlcal deductible ia:
 A) (+10) 1300 per calendar year or more
 0) ( 0) More then 1100/lass than 1300

pet calender year 
 C) (-20) 1100 per calendar year or leas

4. Is your major medloal deductible Indexed to your 
company's employees’ earnings?
 A) (+10) Yes/Also Indexed .u trend increases
 B) ( +5) Yes
 C) ( 0) No

fi. Your major medical co-lnauranse out-of-pookct limit Is:
 At (+10) Mora than 11,000 par employee per year
 B) ( O) More than 1500/up lo 11,000

per amployse par year 
 C) ( - 10) 1500 or less per employee per year

s. Is your major medloal oo-lnsuranoe limit Indexed to the 
employees' earnings’
 _A) ( + 10) Yes/Also indexed 5 trend Increases
 B) ( +5) Yes
 C) ( 0) No

7. Does your plan Include a large olalms manigemsnl 
revlewfasslstanee service?
 A) (+15) Yes/Alao Includes psychiatric Claim

review
 B) (+10) Yes
 C) (-10) No

8. Ooea your plan Include a limit, or a review service, lor 
chiropractic and/or podlatrlo oars?
 A) ( + 5) Yas/Chlropractlc and podlatrlc care review
 B) ( 0) Yes/Chlropracllc or podlatrlc care review
 0  (-6) No

0. Doss your plan Inolude a hospital bill audit service?
 A) ( + 5) Yes
 0) (-5) NO

to. Does your plan heve a pre-existing conditions 
limitation for new hires?
 A) (+10) Yes
 B) (-10) No

11. Do you require employee contributions tor dependent 
ooveraga?
 A) (+ 10) Yea/Dependants only
 B) ( 0) No

12. Do you have an employee assistance program (EAP)? 
 A) ( + 3) Yes
 B) ( 0) No

13. Do you provide a wellness program or Incentives lor a 
healthier lllestyle?
 A) ( + 5) Yes
 B) ( 0) No

14. Doss your plan Inolude a mail-order or prescription 
drug program?
 A) ( + 5) Ye*
 B) ( 0) NO

16. Does your plan Inolude s preferred provider 
orgenliatlon (PPO(?
 A) ( + 13) Yos/PPO pays less than 100% ot chargee
 B) ( +6) Yss/PPO pays 100% of eligible charges
__C) (-10) No

18 . Do you provide employees with an HMO option?
---- A) (+15) Yes/HMO experience la Integrated with

primary plan's experience
---- B) ( +6) Yas/HMO Is a atand-aiona service— less

than 20% of employees participate
---- C) < -6) Yes/HMO Is a stand-alone atrvlca— more

man 20% of employees participate
---- D) I 0) No

17. Do you actively police the coordination ol benefits 
provision of your program?
 A) (+10) Yes
 B) (-10) NO

18. Is your welling period (or new entrants long enough to 
avoid providing covsrage during the Initial ‘heavy 
turnover' period?

 A) ( + S) Yes
 B) (-6) No

18. Do you have an In-house COBRA compliance system 
or use an outside service?
 A) ( + 10) Yes/Includes notification ol new hires,

qualifying event notification, monitoring 
of eligibility period, mommy bill 
processing and management

 S) | 0) Yes/But doesn't Include all of the above
 C) (-10) No

20. Do you provide retiree health covaraga?
 A) (+10) NO
 B) (-10) Yas/Conirlbutory
 C) (-15) Yes/Non-Contrlbutory

Total point* 
170-185 
130-170 
tOO-130 
60-100 
under 60

Plan avaluatlon

Plan rating
Excellent
Good
Fair
Poor

Disastrous

Anticipated 
rale Inoresse

0%-tOV. 
l0%-20% 
30%-40% 
40%-50% 
60% +

d/I.U9
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Section 1. Short Title.
This Act may be cited as the Health Maintenance Organization Act of (insert year). 
Introductory Comment.
The rising cost of health services in recent years has led government agencies, private organiza­
tions, ana legislative bodies to seek alternatives co the traditional medical delivery system which 
will provide improved health care a t a lower cost. The health maintenance organization is a con­
cept which has received much attention as one means through which an improvement in delivery 
might be achieved.
Shortcomings of Existing Health Care Delivery System
The health care delivery system as it is now constituted presents several problems. First, many 
people are unable to obtain health care when they need it and in the form they need it. This prob­
lem can be divided into three subareas: (a) In many areas of the country, the availability of health 
care in terms of the quantity of manpower and facilities is inadequate; lb) Even where physicians, 
nurses, clinics, and hospitals do exist, they may lack accessibility due to poor location, poor 
management, lack of transportation, language or racial barriers, inconvenient hours, etc; and (c) 
Even if health care is available and accessible, it may not be continuous: that is, a single patient 
may not be treated as a person with a continuing or a variety of problems but ra ther as a single 
isolated health care problem incident. The problems of availability, accessibility, and continuity, 
a t least in part, have been attribu ted to the lack of responsibility vested in one person, group, or 
organization to assure the delivery of health care.

430-1.



Medical Care Foundations

A variation of the HMO concept is seen in some medical care foundations. Although individual 
foundations differ greatly in detail, a foundation for medical care is usually sponsored and 
organized by a county or state medical society. The membership consists of physicians who 
apply to and are accepted by the foundation.
Those medical care foundations which can be considered as a variant of the HMO concept, often 
contract with an insurer or other prepayment plan (e.g., hospital or medical service corporations) 
to provide coverage meeting certain minimum criteria consistent with the delivery of quality 
medical care. The insurer collects the premiums, promotes, markets, and underwrites the pro­
gram. The enrollee may seek physician services from any member of the foundation who then 
bills either the insurer or the foundation, not the enrollee. Although such billings are on a fee-for- 
service basis, the amount charged the enrollee is fixed and prepaid w ithout regard to the number 
or type of services used. The foundation establishes some form of peer review to monitor not only 
the level of charges but also the type and quality of care rendered. Since the amount of income 
does not vary with the number or type of services provided, incentives exist to maintain costs at 
as low a level as possible. However, unlike the HMO concept described above, even though physi­
cian services are prepaid from the patients' viewpoint, from the physicians’ viewpoint, the fee- 
for-service practice is maintained. Under the federal HMO Act, this type of organization ju. called 
an Individual Practice Association Type HMO.
The Need for State Authorizing and Regulatory Legislation

From 1970 to 1973, the administration and committees in both houses of Congress spent much 
time analyzing the health maintenance organization alternative in connection with national 
health insurance and federal assistance bills for HMO’s. This analysis resulted in the enactment 
of the federal HMO Act in 1973. Since then, the number of health maintenance organizations and 
tho number of HMO enrollees has grown rapidly. Prior to 1972, however, few states had a 
statutory framework tailored to the supervision of health maintenance organizations. Charter­
ing, licensing, contract and rate regulation, and other supervision was being carried out under 
general insurance laws, hospital and medical service corporation statutes, other special statues, 
or not a t all. Because the HMO is a unique type of organization, many provisions of such state 
laws were inapplicable, highly restrictive or prohibitive to the formation and operation of an 
HMO. Therefore, in 1972 the NAIC adopted the Model Health Maintenance Organization Act 
which accommodates the unique features of HMO’s.
Purpose of a State Model Bill

The model bill clearly authorizes the establishment and operation of HMO’s. Restrictive provi­
sions in other laws which are inappropriate to HMO’s are rendered inapplicable. Appropriate 
grants of authority are established to enable the HMO's to fulfill the function envisioned for 
them. A t the same time, however, the public has a vital interest in the fiscally sound, efficient, 
and ethical operation of HMO’s. As is the case with insurance and hospital and medical service 
corporations, HMO’s are “affected with the public interest.” Regulatory safeguards dovetailed 
to the unique nature of HMO's are essential. Thus, the purpose of this model bill is twofold.

First, it attempts to provide « legal framework enabling the organization and functioning of 
HMO’s of a wide variety including those based upon the medical care foundation or individual 
practice association concept. The legal environment is designed to perm it a high degree of flex­
ibility. No one form of organization or one type of modus operandi is required. Instead the HMO 
concept can be refined and subjected to further experimentation. Second, the model bill attempts 
to provide a regulatory monitoring system not only to prevent or remedy abuse, but also to 
assist in the future improvement and development of tnis alternative form of a health care 
delivery system.
Of course, it is also possible that the statutes of a given State are presently broad enough to 
allow operation of a t least certain types of HMO's and provide the commissioners with ap­
propriate authority to regulate them. In those states, a bill such as this may be desirable in order 
to consolidate and define more clearly the authority for and manner of regulation of an HMO. 
However, it may be possible to form HMO’s under exir.ting laws in some states before passage of 
this model legislation and it is anticipated that such programs can develop concurrently with any 
legislative activity.

430-3.
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C o m m e n t.  S u b s e c t io n  (6) d e f in e s  an H M O  to  be  a n y  p e r s o n  th a t  u n d e r ta k e s  to  p ro v id e  or a r­
range  fo r a t  le a s t  b a s ic  h e a lth  care  s e r v ic e s  o n  a p re p a id  b a s is .  T h i s  ca n  a ch ie ve d  e ith e r  la) 
b y  p r o v id in g  th e  s e r v ic e s  d ir e c t ly  th ro u g h  p h y s ic ia n  o r  o th e r  p r o v id e r s  a c tu a lly  e m p lo ye d  
b y  the  H M O  a n d  th r o u g h  h o sp ita ls  or fa c i l i t ie s  o w n ed  o r  d ir e c t ly  o p e ra te d  b y  th e  H M O ,  or 
lb) b y  c o n tr a c t in g  or a r ra n g in g  w ith  p h y s ic ia n s ,  h o sp ita l s  o r o th e r  fa c i l i t ie s  co p ro v id e  su c h  
se rv ic e s .  T h e  te rm  “ a r r a n g e ” d o e s n o t c o n te m p la te  th o se  tr a d it io n a l a r ra n g e m e n ts  w h ich  
h o sp ita l o r  m e d ica l s e r v ic e  co rp o ra tio n s  m ak e  in  c o n ju n c t io n  w ith  th e ir  p r e p a y m e n t  se rv ic e  
p la n s  p u r s u a n t  to  h o sp ita l  o r  m ed ica l s e r v ic e  c o rp o ra tio n  la w s. I f  i t  w ere  o th e rw ise , th e  
tra d itio n a l h o sp ita l  a n d  m e d ica l se rv ic e  co rp o ra tio n  p r e p a y m e n t  s e r v ic e  p lan, b y  itse lf,  
w o u ld  be a n  H M O .

S u b s e c t io n  (2) d e fin e s  b a s ic  h e a lth  ca re  s e r v ic e s .  T h i s  d e fin it io n , co m b in e d  w ith  th o  requ ire­
m e n t th a t  a n  H M O  p ro v id e  fo r  b a sic  h e a lth  ca re  s e r v ic e s  in  S e c t i o n s  4(2)(c) a n d  18 (l)(c ), 
e s ta b l is h e s  a  m in im u m  p a c k a g e  o f  h e a lth  ca re  s e r v ic e s  w h ic h  an H M O  m u s t  p ro v id e  or a r­
ra n g e  for. T h i s  i s  in te n d e d  to  a s su re  th a t  th e  e n ro lle e s  o b ta in  a t  le a s t  a s u f f i c ie n t ly  broad 
ra n g e  o f s e r v ic e s  to  m e e t a rea so n a b le  a m o u n t  o f  th e ir  h e a lth  ca re  n e e d s. A t  th e  sa m e  tim e, 
h ow ever, th e  d e fin it io n  s h o u ld  n o t be so  b road  a s  to  be  f in a n c ia lly  p r o h ib i t iv e  to  a s u b s ta n ­
tia l  n u m b e r  o f  en ro llee s. S e r v i c e s  for m e n ta l i l ln e s s  a n d  a lco h o l a n d  d r u g  a b u se  a re  n o t in­
c lu d e d  b e ca u se  th e y  are  o f te n  n o t  co ve re d  b y  in su r a n c e  o r h o sp ita l  o r  m e d ica l s e r v ic e  p la n s 
a n d  th e ir  in c lu s io n  w o u ld  c re a te  a c o m p e ti t iv e  d i s a d v a n ta g e  o f  H M O ’s. I f  a s ta te  b e lie ve s  
t h a t  s u c h  se r v ic e s ,  o r o th e r s ,  sh o u ld  be in c lu d e d  a s  b a s ic  h e a lth  ca re  s e r v  :e s ,  a ll c a r r ie r s  in  
th e  s ta te  s h o u ld  be  re q u ire d  to  o ffe r  or co v e r  th e m .

S in c e  no H M O  m a y  fu n c t io n  w ith o u t  ° i th e r  a c e r t i f i c a te  o f  a u th o r i t y  (see  S e c t io n  3 ( 1 ) )  and  
s in c e  an  H M O  m u s t  fu r n ish  b a s ic  h e a a n  oare s e r v ic e s  (see  S e c t io n  4 (2 ) (c ) ), no  h e a lth  ca re  
s e r v ic e s  m a y  be p ro v id e d  o r  a rranged  fo r  on  a p re p a id  b a s i s  w i th o u t  th e  m in im u m  p a ck a g e  
o f  b a s ic  h e a lth  ca re  b e n e fi t s .  T h i s  s e rv e s  tw o  p u r p o se s :  (a) i t  r e q u ire s  th e  p r o v is io n  o f  ade­
q u a te  p r o te c t io n  a n d  (b) i t  p r e v e n t s  the  a v o id a n c e  o f  th e  a p p lic a b i l i ty  o f  th e  A c t  b y  th e  m ere 
e x p e d ie n c y  o f  fa il in g  to  m e e t  th e  m in im u m  p a c k a g e  re q u ire m e n ts .

I n  a d d itio n , th e  H M O  m a y  fu r n ish  a d d itio n a l s e r v ic e s ,  c e r ta in  l im ite d  in d e m n ity  b e n e fi t s  
a n d  m ore  c o m p r e h e n s iv e  in d e m n i ty  b e n e fits .  ( S e e  S e c t io n  5 (l)(f).)  T h e s e  a d d itio n a l s e r v ic e s  
a n d  b e n e fi t s  ca n  be p u t  to g e th e r  in  a n y  on e  o f  a v a r ie t y  o f w a y s .  T h e  in d e m n ity  o r  se rv ic e  
b e n e f i t s  m ig h t  c o v e r  s u c h  s i tu a t io n s  a s  o u t-o f-a re a  e m e r g e n c y  s e r v ic e s ,  out-of-ar*5® b e n e fi t s  
fo r  d e p e n d e n ts  a w a y  a t  co lle g e , o r s e r v ic e s  w h ic h  th e  a f f i l ia te d  p r o v id e r s  la ck  th e  c a p a c i ty  
to  m ake  a va ila b le . T h i s  f le x ib i l i ty  in p ie c in g  to g e th e r  th e  p a c k a g e  o f  co ve ra g e  th ro u g h  
d ir e c t  and  in d irec t, s e r v ic e s  a n d  in d e m n ity  b e n e f i t s  e n a b le s  an  H M O  t y p e  o p e ra tio n  to  m e e t 
h e a lth  ca re  n e e d s  in  a w id e  v a r ie ty  o f c ir c u m s ta n c e s .

T h e  d e f in it io n  o f  a n  H M O  a f fo r d s  w ide  la t i tu d e  fo r  d i f fe r e n t  a r ra n g e m e n ts .  T h i s  h ig h ly  fle x ­
ib le  a p p ro a ch  se e m s  b e s t  s u i te d  to  our d iv e r se  a n d  p lu r a l i s t ic  s o c ie t y  w i th  p ro b le m s  v a r y in g  
fr o m  lo c a li ty  to  lo ca lity .  F l e x ib i l i t y  w ill a llow  c o n t in u e d  in n o v a tio n  a n d  e x p e r im e n ta tio n  
w i th  d i f fe r e n t  o rg a n iz a tio n a l s t r u c tu r e s .  I t  m a y  be e a s ie r  to  r e c r u it  h e a lth  p e rso n n e l i f  a 
n u m b e r  o f  a l te r n a t iv e  a p p ro a c h e s  are a va ila b le . C o n s i s t e n t  w ith  t h i s  p h ilo so p h y  is  th e  
a b se n c e  o f a n y  re q u ire m e n t o f  a m in im u m  n u m b e r  o f  e m p lo y e e s  o r  o f a m a n d a te  a s  to  
w h e th e r  o r  n o t  th e  H M O  sh o u ld  be a p r o f i t  o r  n o n -p r o f i t  o rg a n iza tio n . P e r m it t in g  b o th  
p r o f i t  an d  n o n -p ro fi t  o r g a n iz a t io n s  w ill b ro a d e n  th e  f in a n c ia l a n d  m a n a g e ria l r e so u rc e s  
w h ic h  ca n  b e  d ra w n  u p o n  in  d e ve lo p in g  th e  H M O  c o n c e p t .

S u b s e c t io n  (9) d e fin e s  u n c o v e r e d  e x p e n d itu re s  fo r  u se  in  S e c t io n  13. T h e s e  are e x p e n d itu r e s  
fo r  h e a lth  ca re  s e r v ic e s  fo r  w h ic h  th e  H M O  is  a t  r isk . T h e y  w ill v a r y  in  t y p e  a n d  a m o u n t, 
d e p e n d in g  o n  th e  a r r a n g e m e n ts  o f  th e  H M O .  T h e y  m a y  in c lu d e  o u t-o f-a re a  se rv ic e s ,  re fe rra l 
s e r v ic e s  a n d  h o sp ica l s e r v ic e s .  T h e y  do n o t  in c lu d e  e x p e n d itu r e s  fo r s e r v ic e s  w h en  a pro­
v id e r  h a s a g re e d  n o t  to  b ; 'l th e  enro llee  e v e n  th o u g h  th e  p ro v id e r  is  n o t  p a id  b y  th e  H M O ,  or 
fo r  s e r v ic e s  t h a t  are  g u a ra n te e d , in su re d  o r  a s s u m e d  b y  a p e rso n  or o rg a n iz a t io n  o th e r  th a n  
th e  h e a lth  m a in te n a n c e  o rg a n iza tio n .
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(1) A description of the procedures and programs to be implemented to meet the quality
of health care requirements in Section 4(l)(b);

Im) A description of the mechanism by which enrollees will be afforded an opportunity to
participate in m atters of policy and operation under Section 6(2);

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

(4) (a) An app'icant or a health maintenance organization holding a certificate of authority
granted hereunder shall, unless otherwise provided for in this Act, file a notice describ­
ing any material modification of the operation set out in the information required by 
Subsection (3). 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 s ta te  regarding reinsurance. 
All reinsurance agreements and any modifications thereto must be filed and approved. 
Reinsurance agreements shall remain in full force and effect for a t least ninecy (90) days 
following w ritten notice by registered mail of cancellation by either party  to the commis­
sioner (director, superintendent).

Comment. Section 3 requires the licensing of an HMO 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 th a t the consuming public is well served.
Subsection (1) is intended to provide a general override to existing s ta te  laws which restrict or 
prevent the formation or operation of health maintenance organizations. Among other restric­
tions, existing sta te  laws may:
(1) require approval of a health maintenance organization by a medical society;
(2) require th a t physicians constitute all or a majority of the governing body of a health 

maintenance organization;
(3) require tha t all physicians or a percentage of physicians in the local medical society be per­

m itted to participate in rendering the services of the organization;
(4) require th a t such organization submit to regulation as an insurer of health care services;
(5) require th a t only unincorporated individuals or associations or partnerships may provide 

health care services;
(6) prohibit advertising by a professional group for recruitm ent of enrollees.

(k) A description of the complaint procedures to be utilized as required under Section 11;

t0 the ,ger,er?1 ° verr.ide provided in Subsection (1), Section 25 specifically provide-
s i o n s d o T S v  rn H M n°SP? flv.nd medic| 1 3ervice corporation law and certain other provi sions do not apply to HMO s. Furthermore, Section 6 specifically provides that any persons
whether or not providers of health care services, may ser£e on the governing b(3y There ?s nc
sta tu to ry  requirement as to the appropriate composition of the membership of the governing
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Ic) T h e  h e a lth  m a in te n a n c e  o r g a n iz a t io n  w ill e f fe c t iv e ly  p ro v id e  o r  a rra n g e  fo r  th e  p ro v i­
s io n  o f  b a s ic  h e a lth  ca re  s e r v ic e s  o n  a p rep a id  b a s is ,  th r o u g h  in su ra n c e  o r o th e rw ise , 
e x c e p t  to  th e  e x te n t  o f  r e a so n a b le  re q u ir e m e n ts  for c o -p a y m e n ts ;

(d) T h e  h e a lth  m a in te n a n c e  o r g a n iz a t io n  is f in a n c ia lly  r e sp o n s ib le  a n d  m a y  re a so n a b ly  be 
e x p e c te d  to  m e e t i t s  o b lig a tio n s  to  e n ro lle e s a n d  p r o sp e c t iv e  en ro lle e s. In  m a k in g  th is  
d e te rm in a tio n , th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  m a y  co n sid e r :

li) T h e  fin a n c ia l s o u n d n e s s  o f  th e  a r r a n g e m e n ts  fo r  h e a lth  ca re  s e r v ic e s  and th e  
s ch e d u le  o f  c h a r g e s  u se d  in co n n e c tio n  th e re w ith ;

(ii) T h e  a d e q u a c y  o f  w o rk in g  ca p ita l;

(iii) A n y  a g re e m e n t w i th  an  in su re r , a (h o sp i ta l  or m e d ica l se rv ic e  co rp o ra tio n ), a 
g o v e r n m e n t,  o r  a n y  o th e r  o rg a n iza tio n  fo r  in s u r in g  th e  p a y m e n t  o f  th e  c o s t  o f 
h e a lth  ca re  s e r v i c e s  o r  th e  p r o v is io n  fo r a u to m a t ic  a p p lic a b i l i ty  o f  an  a lte rn a tiv e  
c o v e ra g e  in  th e  e v e n t  o f  d is c o n t in u a n c e  o f  th e  h e a lth  m a in te n a n c e  o rg a n iza tio n ;

(iv) A n y  a g re e m e n t w ith  p r o v id e r s  for th e  p r o v is io n  o f  h e a lth  ca re  s e r v ic e s ;  and

(v) A n y  d e p o s it  o f  c a sh  o r s e c u r i t ie s  s u b m it te d  in  a c co rd a n c e  w i th  S e c t io n  13.

(e) T h e  e n ro lle e s  w ill be  a ffo rd e d  a n  o p p o r tu n i ty  to  p a r t ic ip a te  in  m a t te r s  o f  p o l ic y  an d  
o p e ra tio n  p u r s u a n t  to  S e c t io n  6;

(f) N o t h i n g  in  th e  p ro p o se d  m e th o d  o f  o p e ra tio n , a s  sh o w n  b y  th e  in fo r m a tio n  s u b m it te d  
p u r s u a n t  to  S e c t i o n  3 o r b y  in d e p e n d e n t in v e s t ig a t io n ,  i s  c o n t r a r y  to  th e  p u b lic  
in te r e s t ;  an d

(g) A n y  d e fic ie n c ie s  id e n t if ie d  b y  th e  (c o m m is s io n e r  o f  p u b lic  h e a lth )  h a v e  been  co rre c te d .

(3) A  c e r t i f i c a te  o f  a u th o r i t y  sh a ll  be  d e n ie d  o n ly  a f te r  co m p lia n c e  w i th  th e  r e q u ire m e n ts  o f  
S e c t io n  2 1 .

C o m m e n t .  A  h e a lth  m a in te n a n c e  o rg a n iz a tio n  c o m b in e s  se v e ra l  c h a r a c te r i s t i c s  o f  an  in ­
su r a n c e  o p e ra tio n  ( in c lu d in g  th e  need  fo r  fin a n c ia l r e s p o n s ib i l i t y ,  th e  a s s u m p t io n  o f  r isk  
a n d  s im i la r i t y  in  m a r k e t in g  a c t iv i t ie s )  w ith  th e  c h a r a c te r i s t i c s  o f  a h e a lth  ca re  d e liv e ry  
s y s t e m .  S e c t i o n  4 p r o v id e s  fo r  th e  a u th o r iz a t io n  a n d  re g u la tio n  o f  h e a lth  m a in te n a n c e  
o r g a n iz a t io n s  to  be c a r r ie d  o u t  th r o u g h  e x i s t in g  s t a t e  a g e n c ie s . T h e  c re a tio n  o f  a new  
a g e n c y  sp e c i f i c a l ly  fo r h e a lth  m a in te n a n c e  o r g a n iz a t io n s  w o u ld  u n n e c e s sa r i ly  d u p lic a te  
e x i s t in g  fu n c t io n s  in  th e  s t a t e  in su ra n c e  a n d  h e a lth  d e p a r tm e n ts .  I t  i s  fe lt  t h a t  th e  e x p e r­
t is e  o f  th e  s t a t e  in su r a n c e  d e p a r tm e n t  on  f i s c a l  a n d  o th e r  r e g u la to r y  m a t te r s  a n d  th e  
fa m il ia r i ty  o f  th e  s t a t e  h e a lth  d e p a r tm e n t  w i th  re g a rd  to  h e a ltn  m a t te r s  sh o u ld  b o th  be 
u t i l iz e d  in  th e  r e g u la tio n  o f  h e a lth  m a in te n a n c e  o r g a n iz a t io n s .  T o  m in im ize  a d m in is t r a t iv e  
p ro b le m s, th e  p r im e  r e s p o n s ib i l i t y  fo r  a d m in is t r c t io n  is  v e s te d  in  one a g e n c y —th e  in ­
su r a n c e  d e p a r tm e n t.  H o w e v e r ,  to  th e  e x te n t  p o s s ib le ,  th e  r e sp o n s ib i l i t ie s  o f  th e  tw o  a g e n ­
c ie s  a re  c le a r ly  d e fin e d  w i th  th e  in su r a n c e  c o m m is s io n e r  o b lig a te d  to  re ly  on  th e  h e a lth  
d e p a r tm e n t  w i th  r e s p e c t  to  th e  l a t t e r ’s  sp h e re  o f  e x p e r t is e .

S u b s e c t io n  ( l) (b )  e m p o w e r s  th e  c o m m is s io n e r  o f  p u b lic  h e a lth  to  e s ta b l is h  a n d  a p p ly  s t a n ­
d a r d s  o f  q u a l i t y  c o n c e rn in g  h e a lth  ca re . A m o n g  th e  a r g u m e n ts  r a ise d  a g a in s t  q u a l i t y  co n ­
tro l are: (1 ) th e y  m a y  l im i t  th e  n u m b e r  o f  H M O ' s  w h ic h  w ill g e t  s ta r te d ,  (2) q u a li ty  
a s su r a n c e  p ro c e d u re s  w ill p ro v e  to  be  e x p e n s iv e  a n d  (3) s u c h  c o n tr o l s  w ill e n g e n d e r  o p p o s i­
tio n  fro m  c e r ta in  p r o v id e r s .  O n  th e  o th e r  han d , e x i s t i n g  m e th o d s  fo r  q u a li ty  c o n tro l  a re  sa id  
to  be  fr a g m e n te d  a n d  in a d e q u a te . I f  th e  s t a t e s  a re  to  a u th o r iz e  a n d  e n co u ra g e  H M O ’s  b y  
th i s  le g is la tio n ,  th e y  h a v e  a n  o b lig a tio n  to  a s su r e  th a t  th e  h e a lth  ca re  s e r v ic e s  p ro v id e d  are 
o f  re a so n a b le  q u a li ty .  T h i s  is  p a r t ic u la r ly  tru e  b e c a u se  o f  th e  b u ilt - in  in c e n t iv e  fo r  a h  H M O  
to  r e s t r i c t  th e  u t i l iz a t io n  o f  s e n  ic e s  d u e  to  th e  in c e n t iv e s  to  s t a y  w i th in  a f ix e d  b u d g e t.
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(2) lal A  h e a lth  m a in te n a n ce  o rg a n iza tio n  sh a ll file  n o tice , w ith  a d e q u a te  su p p o r t in g  in fo r­
m a tio n . w ith  th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  p r io r  to  th e  e x e rc ise  o f  a n y  
p o w e r  g ra n te d  in  S u b s e c t io n s  (l)la ). (b) or (d). T h e  c o m m is s io n e r  (d ire c to r , su p e r­
in te n d e n t)  sh a ll d isa p p ro v e  s u c h  e x e r c ise  o f p o w er  o n ly  if in  h is  o p in io n  i t  w o u ld  s u b ­
s ta n t ia l l y  and a d v e r s e ly  a f fe c t  th e  fin a n c ia l s o u n d n e s s  o f  th e  h e a lth  m a in te n a n ce  
o rg a n iza tio n  and  e n d a n g e r  i t s  a b i l i ty  to  m e e t i t s  o b lig a tio n s . I f  th e  c o m m iss io n e r  
(d ire c to r , su p e r in te n d e n t)  d o e s n o t d isa p p ro v e  w ith in  ( in se r t  num ber) d a y s  o f the  
filin g , i t  sh a ll be d e em ed  a p p ro ve d .

ib) T h e  co m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  m a y  p ro m u lg a te  ru le s  and re g u la tio n s  
e x e m p t in g  from  th e  f i lin g  re q u ire m e n t o f P a ra g ra p h  (a) th o se  a c t iv i t ie s  h a v in g  a de 
m in im is  e ffe c t.

C o m m e n t:  T h e  e x e r c ise  o f a u th o r i ty  g ra n te d  in  S u b s e c t io n s  (l)(a ), ( l) (b )  a n d  (L)(d ) sh a ll be s u b je c t  
to  d isa p p ro v a l b y  th e  c o m m is s io n e r  w ith in  ( in se r t  n u m b e r ) d a y s  o f  a fi lin g  b y  a hea lth  
m a in te n a n ce  o rg a n iza tio n . T h e  c o m m is s io n e r  m a y  p ro m u lg a te  ru le s  a n d  re g u la tio n s  e x e m p tin g  
ce r ta in  c o n tr a c t s  fro m  the  fi lin g  re q u ire m e n t w h ere  e x e rc ise  o f  th e  a u th o r i ty  g ra n te d  in  th e  se c­
tion  w ou ld  h a v e  l i t t le  or no e f fe c t  on  th e  f in a n c ia l co n d itio n  an d  a b i l i ty  to  m e e t o b lig a tio n s  o f  the  
o rg a n iza tio n .

S e c t io n  6. G o v e r n in g  B o d y .

(1) T h e  g o v e r n in g  b o d y  o f  a n y  h e a lth  m a in te n a n ce  o rg a n iz a tio n  m a y  in c lu d e  p ro v id e r s ,  or 
o th e r  in d iv id u a ls ,  or b o th .

(2) S u c h  g o v e r n in g  b o d y  sh a ll  e s ta b l is h  a m e ch a n ism  to  a ffo rd  th e  e n ro lle e s  an  o p p o r tu n ity  to  
p a r t ic ip a te  in m a t te r s  o f  p o l ic y  a n d  o p e ra tio n  th r o u g h  th e  e s ta b l is h m e n t  o f  a d v iso r y  
p a n e ls, b y  th e  u se  o f a d v is o r y  re fe ren d a  on  m a jo r  p o lic y  d e c is io n s ,  o r  th ro u g h  th e  u se  o f 
o th e r  m e c h a n ism s .

C o m m e n t:  W h i le  S e c t io n  3 (1) sh o u ld  a d e q u a te ly  o v e r r id e  r e s t r i c t i v e  la w s re la te d  to  
m e m b e rsh ip  o f  a g o v e rn in g  b o d y , S e c t io n  6 (1 ) m a k es e x p l ic i t  th e  p e rm is s ib le  m e m b e rsh ip  o f  
s u c h  a g ro u p . T h e  m odel b ill d o e s  n o t, h o w e ve r , req u ire  th a t  a h e a lth  m a in te n a n ce  o rg a n iza ­
tio n  be c o n su m e r  co n tro lle d . I t  i s  e x p e c te d  t h a t  H M O ’s  co n tro lle d  in  a v a r ie ty  o f  w a y s  w ill 
be o rg a n ize d . W h e r e  o rg a n iz a t io n s  a re  n o t co n su m e r  co n tro lle d , i t  i s  b e lie ve d  th a t  so m e  
m e a n s  fo r  en ro llee  p a r t ic ip a tio n  sh o u ld  b e  p ro v id e d . F o r  e x a m p le , s u c h  m a t te r s  a s  
a v a ila b ili ty ,  a c c e s s ib i l i t y  a n d  c o n t in u i ty  o f  h e a lth  ca re  s e r v ic e s  a re  fa c to r s  w h ic h  d ir e c t ly  
c o n fro n t  th e  c o n su m e r s  a n d  in  w h ich  th e y  h a v e  a p a r t icu la r  in te r e s t .  T h e  d is c lo su re  o f  in fo r­
m a tio n  u n d e r  o th e r  s e c t io n s  i s  a lso  d e s ig n e d  to  a s s i s t  th e  c o n su m e rs .

A r g u m e n t s  a g a in s t  a ro le  fo r  th e  co n su m e r  includ e : (1) s u c h  p a r t ic ip a t io n  is  u n n e c e s sa r y  
a n d  p e rh a p s  e v e n  h a rm fu l to  th e  e ff ic ie n t  a n d  p ro fe s s io n a l d e l iv e r y  o f  h e a lth  ca re  se rv ic e s .
(2) a c o n su m e r  ro le  w ill im p e d e  th e  in i t ia tio n  o f  an  H M O  s in c e  m ore  peop le  m u s t  be in v o lv e d  
a n d  (3) c o n su m e r s  can  a lw a y s  se e k  a l te r n a tiv e  h e a lth  ca re . T h e  a r g u m e n ts  for a c o n su m e r  
ro le  se e m  m o re  p e rsu a s iv e . T h e s e  in c lu d e  (1 ) c o n su m e r  p a r t ic ip a t io n  r e s u l t s  in  a m ore  
r e sp o n s iv e  o rg a n iza tio n , a n d  (2) co n su m e r  p a r t ic ip a tio n  is  n o t  th e  sa m e  a s  la y  c o n tro l  o v e r  
th e  re n d e r in g  o f  p ro fe s s io n a l se rv ic e .

Section 7. Fiduciary Responsibilities.
(1 ) A n y  d ire c to r , o ffice r , e m p lo y e e  or p a r tn e r  o f  a h e a lth  m a in te n a n c e  o rg a n iz a tio n  w h o  

rece ive s , c o l le c t s ,  d isb u r se s ,  o r in v e s t s  fu n d s  in co n n e c t io n  w i th  th e  a c t iv i t ie s  o f  s u c h  
o rg a n iza tio n  sh a ll  be re sp o n s ib le  fo r  s u c h  fu n d s  in a f id u c ia r y  r e la t io n sh ip  co th e  o rg a n i­
za tio n .

(2) A  h e a lth  m a in te n a n c e  o rg a n iz a tio n  sh a ll  m a in ta in  in fo rce  a f id e l i ty  b o n d  o n  e m p lo y e e s  a n d  
o ff ic e r s  in  a n  a m o u n t  n o t le s s  th a n  SIO O .O O O  or su c h  o th e r  s u m  a s  m a y  be p re s c r ib e d  b y  th e  
c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t).  A l l  s u c h  b o n d s  sh a ll  be w r i t te n  w i th  a t  le a s t  a one- 
y e a r  d i s c o v e r y  p e rio d  a n d  i f  w r i t te n  w ith  le s s  th a n  a th ie e -y e a r  d i s c o v e r y  p e rio d  sh a ll  co n ­
ta in  a p r o v is io n  th a t  no ca n ce lla tio n  o r te rm in a tio n  o f  th e  bon d , w h e th e r  b y  or a t  th e  re-

3
u e s t  o f th e  in su re d  or b y  th e  u n d e rw r ite r , sh a ll  ta k e  e f fe c t  p r io r  to  th e  e x p ira t io n  o f  90 
a y s  a fte r  w r i t te n  n o tice  o f  s u c h  ca n ce lla tio n  o r  te rm in a tio n  h a s been  filed  w itn  th e  c o m m is ­
sio n e r  (d ire c to r , su p e r in te n d e n t)  u n le s s  an  e a rlie r  d a te  o f  s u c h  ca n ce lla tio n  o r te rm in a tio n  is  

a p p ro ve d  b y  th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t).
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(b) S u c h  c h a rg e s  m a y  be  e s ta b l is h e d  in  a cco rd an ce  w i th  a c tu a r ia l  p r in c ip le s  fo r  va r io u s 
c a te g o r ie s  o f  e n ro lle e s , p ro v id e d  th a t  ch a rg e s  a p p lic a b le  to  a n  enro llee  sh a ll  n o t be 
in d iv id u a l ly  d e te r m in e d  b a se d  on  th e  s t a tu s  o f h i s  h e a lth . H o w e v e r ,  th e  c h a rg e s  sha li 
n o t  be  e x c e s s iv e ,  in a d e q u a te , or u n fa ir ly  d is c r im in a to r y .  A  c e r ti f ic a t io n ,  b y  a q u a lified  
a c tu a r y  or o th e r  q u a lif ie d  p e r s o n  a cce p ta b le  to  th e  c o m m is s io n e r  (d ire c to r , su p e r­
in te n d e n t) .  to  th e  a p p ro p r ia te n e s s  o f  the  u se  o f  th e  c h a rg e s ,  b a sed  on  rea so n a b le  
a s s u m p t io n s ,  sh a ll  a c c o m p a n y  th e  f i lin g  a long  w i t h  a d e q u a te  s u p p o r t in g  in fo rm a tio n .

(3) T h e  c o m m is s io n e r  (d ire c to r ,  su p e r in te n d e n t)  sh a ll w i th in  a re a so n a b le  period , a p p ro v e  a n y  
fo rm  i f  th e  re q u ire m e n ts  o f  S u b s e c t io n  (1 ) are m e t and  a n y  s c h e d u le  o f  ch a rg e s  i f  th e  requ ire­
m e n ts  o f  S u b s e c t io n  (2) a re  m e t. I t  sh a l l  be u n la w fu l to  i s s u e  s u c h  fo rm  or to  u se  su ch  
s ch e d u le  o r  ch a rg e s  u n t i l  a p p ro ve d . I f  th e  c o m m is s io n e r  (d ire c to r ,  su p e r in te n d e n t)  d i s ­
a p p ro v e s  s u c h  filin g , he  sh a ll  n o t i f y  th e  filer. In  th e  n o tic e , th e  c o m m is s io n e r  (d ire cto r, 
su p e r in te n d e n t)  sh a ll  s p e c i f y  th e  re a so n s  for h is  d isa p p ro v a l .  A  h e a r in g  w ill be  g ra n te d  
w ith in  ( in s e r t  n u m b e r) d a y s  a fte r  a r e q u e s t  in  w r it in g  b y  th e  p e r so n  filin g . I f  th e  c o m m is­
s io n e r  (d ire c to r ,  s u p e r in te n d e n t)  d o e s  n o t  a p p ro ve  a n y  fo r m  o r  s ch e d u le  o f  c h a rg e s  w ith in  
( in se r t  n u m b e r ) d a y s  o f  th e  f i lin g  o f  s u c h  fo rm s  or c h a rg e s ,  th e y  sh a ll  be  deem ed  a p p ro ve d .

(4) T h e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  m a y  re q u ire  th e  s u b m is s io n  o f  w h a te v e r  rele­
v a n t  in fo r m a tio n  he  d e e m s  n e c e s sa r y  in  d e te rm in in g  w h e th e r  to  a p p ro v e  o r d isa p p ro v e  a 
filin g  m a d e  p u r s u a n t  to  t h i s  S e c t io n .

C o m m e n t:  S u b s e c t io n  ( l) (a )  re q u ire s  t h a t  e v e r y  e n ro lle e  be p r o v id e d  w i th  e v id e n c e  o f 
c o v e ra g e  a n d  a llo c a te s  th e  r e s p o n s ib i l i t y  fo r p r o v id in g  th a t  e v id e n ce . P a ra g ra p h  (c) 
e s ta b l is h e s  r e q u ir e m e n ts  w h ic h  s u c h  e v id e n ce  o f  co v e ra g e  m u s t  m e e t.  T h o  g ro u p  c o n tr a c t s  
to  be  f i le d  p u r s u a n t  to  S e c t io n  3(3)(f) a re  n o t s u b je c t  to  th e  s ta n d a r d s  a n d  f i l in g  re­
q u ir e m e n ts  o f  S e c t io n  8, s in c e  s u c h  g ro u p  c o n tr a c t s  a re  n o t  i s s u e d  to  e n ro llee s. P a ra g ra p h  
(d) c la r i f ie s  th e  r e la t io n sh ip  b e tw e e n  f i l in g  re q u ire m e n ts  u n d e r  t h i s  S e c t io n  a n d  u n d e r  the  
s ta te  in su r a n c e  o r h o s p ita l  o r m e d ica l se rv ic e  c o rp o ra tio n  la w . F i l i n g  is  re q u ire d  u nder 
P a ra g ra p h  (b) u n le s s  th e  fo r m  is a lr e a d y  s u b je c t  to  f i l in g  r e q u ir e m e n ts  u n d e r  e x i s t in g  s ta te  
law. H o w e v e r ,  w h ere  e x i s t i n g  s t a t e  la w  d o e s  n o t a p p ly  s ta n d a r d s  a s  s t r i c t  a s  th o se  co n ­
ta in e d  in  P a ra g ra p h  (c), s u c h  s ta n d a r d s  are , in  e ffe c t, r e a d  in to  th e  e x i s t in g  law . W h e r e  th e  
f ilin g  u n d e r  s t a t e  in su r a n c e  o r m e d ica l o r  h o sp ita l s e r v ic e  c o rp o ra tio n  law  is  re q u ire d  to  
m e e t s t a n d a r d s  a s  s t r i c t  u s  th o se  in  P a ra g ra p h  (c), th e  fo r m e r  w o u ld  b e  a p p lica b le . A  s ta te  
m a y  w a n t  P a ra g ra p h  (d) to  b e  r e v ise d  to  m ak e  sp e c if ic  re fe re n c e  to  e x is t in g  s t a t e  la w s.

S u b s e c t io n  (2)(a) p r o v id e s  fo r  th e  f i l in g  o f  ch a rg e s  fo r h e a l th  ca re  s e rv ic e s ,  i.e., t h a t  p a r t  o f  
th e  b e n e f i t  p a c k a g e  w h ic h  i s  p ro v id e d  in  th e  fo rm  o f s e r v i c e  v i s -a - v i s  in d e m n ity  o r  se rv ic e  
b e n e fi ts .  T h o s e  p a r t s  o f  th e  p a ck a g e  p r o v id in g  b e n e fits  u n d e r  a g r e e m e n t  w ith  a n  in su r a n c e  
c o m p a n y  o r  h o sp ita l  o r  m e d ica l s e r v ic e  co rp o ra tio n  w ill b e  s u b je c t  to  re g u la tio n  in  a c co r­
dan ce  w i th  e x i s t in g  la w s.

P a ra g ra p h  (b) n e ith e r  r e q u ir e s  n o r p r o h ib i t s  c o m m u n ity  r a t in g .  R e a so n a b le  u n d e r w r i t in g  
c la s s i f i c a t io n s  are  p e r m it te d  fo r  th e  p u rp o se  o f  e s ta b l i s h in g  th e  c h a rg e s .  D i f f e r e n t  ch a rg e s  
m a y  be  im p o se d  o n  d i f fe r e n t  g r o u p s  o f  en ro llee s. S u c h  a r ig id  r e q u ire m e n t a s  c o m m u n i ty  
r a t in g  w o u ld  a p p e a r  to  be  in a p p ro p r ia te  w h e n  th e  c o m p e tin g  f in a n c in g  m e c h a n ism s  a re  n o t 
s u b je c t  t o  s u c h  a c o n s t r a in t .  T n e  c o m p e ti t iv e  d is a d v a n ta g e  w h ic h  s u c h  re q u ire m e n t m ig h t  
im p o se  c o u ld  im p e d e  th e  d e v e lo p m e n t  o f  H M O ’s.

B e c a u se  o f  i t s  so m e w h a t  d i f fe r e n t  n a tu re , an  H M O  i s  n o t  req u ire d  b y  th i s  A c t  to  m e e t 
re se rv e  r e q u ir e m e n ts  s im ila r  to  th o se  im p o se d  on in su ra n c e  c o m p a n ie s . T h u s  i t  i s  im p o r ta n t  
th a t  th e  c h a r g e s  be s e t  a t  a n  a d e q u a te  leve l. T h e  re q u ire m e n t fo r c e r t i f ic a t io n  b y  an  a c tu a r y  
o r o th e r  q u a li f ie d  p e rso n  a lo n g  w ith  s u p p o r t in g  in fo r m a tio n  is  in te n d e d  to  a s s i s t  th e  co m ­
m is s io n e r  in  d e te r m in in g  a d e q u a cy . In  a p p ly in g  th e  s ta n d a r d  o f  e x c e s s iv e ,  in a d e q u a te , or 
u n fa ir ly  d i s c r im in a to r y ,  i t  i3 c o n te m p la te d  th a t  th e  c o m m is s io n e r  m a y  co n s id e r  th e  a m o u n t  
n e c e s sa r y  to  a s su r e  a re a so n a b le  r e tu r n  o n  th e  in itia l a n d  s u b s e q u e n t  ca p ita l in v e s te d  and  
an  a m o u n t  n e ed ed  to  a c c u m u la te  a d e q u a te  fu n d s  to  s ta b i l i z e  th e  le ve l o f  c h a rg e s  d g a in s t  
f lu c tu a t io n  d u e  to  in f la t io n , c h a n g e s  in  m e d ica l te c h n o lo g y  an d  re la te d  ca u se s .
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C o m m e n t: E v e r y  h e a lth  m a in te n a n c e  o rg a n iz a tio n  ia required to  e s ta b l i s h  a c o m p la in t  s y s te m  to  
p rov id e  re a so n a b le  p ro ce d u re s  fo r th e  d is p o s i t io n  o f  co m p la in ts . T h e  o r g a n iz a t io n s  m a y  be e x ­
pected  to  re ce ive  tw o  t y p e s  o f  c o m p la in ts .  O n e  t y p e  is  related  to  th e  b a s ic  h e a lth  ca re  se rv ic e s  or 
ad d ition a l s e r v ic e s  fu r n ish e d  b y  it. T h e  o th e r  t y p e  is  re la ted  to  t h a t  p o r t io n  o f th e  co ve ra g e  in  a d ­
d itio n  to  b a sic  h e a l th  ca re  s e r v ic e s  w h ich  is  p ro v id e d  b y  in su ra n ce , h o s p ita l  o r  m ed ica l se rv ic e  
co rp o ra tio n s, o r  s o m e  m e a n s  o th e r  th a n  b e in g  fu rn ish e d  b y  the o r g a n iz a t io n .  F o r  co m p la in ts  a r i s ­
ing  from  hea lth  ca re  s e r v ic e s ,  th e  a d m in is t r a t iv e  p roced u re  to  h a n d le  c o m p la in t s  sh o u ld  p ro v id e  
th e  m e ch a n ism  th r o u g h  w h ic h  e n ro lle e s re ce ive  a fa ir  and  proper o p p o r tu n i t y  to  h a ve  th e ir  c a se s  
heard, in c lu d in g  th e  u se  o f  b in d in g  a r b itra tio n  a s  a m eans o f  r e so lv in g  c la im s  co n ce rn in g  
coverage . F o r  c o m p la in t s  r e g a rd in g  b e n e fi t s  o v e r  w h ic h  the  h e a lth  m a in te n a n c e  o rg a n iza tio n  h a s  
no d ire c t co n tro l s u c h  a s  ch o se  p o r t io n s  o f  th e  b e n e fi t  package w h ic h  are  co v e re d  b y  in su ra n ce , 
th e  hea lth  m a in te n a n c e  o rg a n iz a tio n  is  re sp o n s ib le  o n ly  for m a in ta in in g  s t a t i s t i c a l  in fo rm a tio n  
and  t r a n s m it t in g  th e  c o m p la in ts  to  th e  p e r so n s  re sp o n sib le .

In  e s ta b lish in g  th e  fo r m a t  fo r r e c o rd s  a n d  re p o r ts  p u r su a n t to  t h i s  S e c t io n ,  th e  c o m m iss io n e r  
m a y  w a n t to  r e q u ire  d is c lo su re  s im ila r  to  t h a t  p ro v id e d  for u n d e r th e  N A I C  M o d e l  U n fa i r  TVade 
P ra c tic e s  A c t .  S e c t i o n  4 (10 ) o f  t h a t  A c t  req u ire s, a m o n g  o ther d a ta ,  a re co rd  o f  to ta l n u m b e r  o f 
co m p la in ts  s in c e  th e  la s t  e x a m in a tio n , th e  n a tu re  o f  each  co m p la in t,  th e  d isp o s i t io n  o f  the  c o m ­
p la in t, and th e  t im e  i t  to o k  to  p r o c e s s  e a ch  co m p la in t.  (See  1972  N A I C  P ro ce e d in g s  I 443).

S e c t io n  12. In v e e tm e n tn .

W i th  th e  e x c e p tio n  o f  in v e s tm e n t s  m ad e  in  a cco rd a n ce  w ith  S e c t i o n  5|l)(a) a n d  (b) a n d  S e c t io n  
5(2), th e  fu n d s  o f  a h e a lth  m a in te n a n c e  o rg a n iz a tio n  sh a ll be in v e s te d  o n ly  in  s e c u r i t ie s  or o th e r  
in v e s tm e n ts  p e r m i t te d  b y  th e  la w s  o f  th i s  S t a t e  fo r  th e  in v e s tm e n t  o f  a s s e t s  c o n s t i tu t in g  th e  
legal re se rve s  o f  l i fe  in su r a n c e  c o m p a n ie s  o r  s u c h  o th e r  se cu r itie s  o r  i n v e s tm e n t s  a s  th e  c o m m is ­
s io n e r  (d irecto r, s u p e r in te n d e n t )  m a y  p e rm it.

C o m m e n t:  L i fe  a n d  h e a lth  in su r e r s  a re  s u b je c t  to  s t a tu to r y  in v e s tm e n t  r e q u ir e m e n ts  d e s ig n e d  to  
a s su re  c o n s e r v a t i s m  a n d  l iq u id i ty  in  th e  h a n d lin g  o f  th e  in su re r ’s  f u n d s .  S o u n d  fin a n c ia l m a n a g e ­
m e n t i s  an  im p o r ta n t  e le m e n t in  th e  v a r ia b le  o p e ra tio n  o f an H M O .  F u r th e r m o r e ,  i t  i s  c o n tr a r y  to  
th e  in te n t  o f t h i s  b ill  to  fo s te r  c o n d it io n s  w h ic h  w o u ld  enable an H M O  to  be  u se d  a s  a " fr o n t"  fo r  
a sp e cu la tiv e  in v e s tm e n t  o p e ra tio n . A t  th e  sa m e  t im e , how ever, i t  i s  r e c o g n iz e d  th a t  fo r  an  H M O  
to  fu lfill i t s  e x p e c te d  fu n c t io n s ,  i t  m a y  be b o th  d e s ira b le  and  n e c e s s a r y  fo r  th e  H M O  to  in v e s t  a 
p o r tio n  o f i t s  c a p i ta l  fu n d s  in  fa c i l i t ie s  a n d  s e r v ic e s  to  b e tte r  e n a b le  i t  to  m e e t i t s  o b lig a tio n s . 
S u c h  in v e s tm e n t s  m a y  n o t  c o n fo rm  to  th e  tr a d it io n a l in su ra n ce  la w  i n v e s tm e n t  l im ita t io n s .  C o n ­
se q u e n tly ,  th is  s e c t io n  o x c e p t s  th i s  t y p e  o f  in v e s tm e n t  w hen a p p r o v e d  b y  th e  c o m m is s io n e r  in  
a cco rdance  w ith  th e  s ta n d a r d s  s e t  o u t  in  S e c t io n  5(2).

S e c t io n  13. P r o te c t io n  A g a i n s t  In so lv e n c y .

(1) U n le s s  o th e r w is e  p ro v id e d  b e low , e a ch  h e a lth  m a in ten an ce  o r g a n iz a t io n  sh a ll  d e p o s it  w i th  
th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  o r  w ith  any  o r g a n iz a t io n  or t r u s te e  a c ce p ta b le  
to  h im  th r o u g h  w h ic h  a c u s to d ia l  o r c o n tro lle d  a c co u n t is u t i l i z e d ,  ca sh , se c u r i t ie s ,  or a n y  
co m b in a tio n  o f  th e se  o r o th e r  m e a su re s  th a t  is  a ccep ta b le  to  h im  in  th e  a m o u n t  s e t  fo r th  in  
th i s  se c tio n .

(2) T h e  a m o u n t fo r  a n  o rg a n iz a tio n  th a t  is  b e g in n in g  opera tion  s h a l l  be  th e  g re a te r  of: (a) f iv e  
p e rcen t (5% ) o f  i t s  e s t im a te d  e x p e n d itu r e s  fo r  h e a lth  care s e r v i c e s  fo r  i t s  f i r s t  y e a r  o f  o p e ra ­
tion , (b) tw ic e  i t s  e s t im a te d  a ve ra g e  m o n th ly  u n co vere d  e x p e n d itu r e s  fo r  i t s  f i r s t  y e a r  o f  
opera tion  o r  (c) $ 10 0 ,0 0 0 .

A t  the  b e g in n in g  o f  e a ch  su c c e e d in g  yea r, u n le s s  n o t a p p lic a b le , th e  o rg a n iza tio n  s h a l l  
d e p o s it  w i th  th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  o r o r g a n iz a t io n  o r tru s te e ,  ca sh , 
se cu r itie s , o r  a n y  c o m b in a tio n  o f  th e se  or o th e r  m easu re s a c c e p ta b le  to  th e  c o m m is s io n e r  
(d irector, s u p e r in te n d e n t ) ,  in  an  a m o u n t  equa l to  four p e rce n t (4 % ) o f  i t s  e s t im a te d  a n n u a l 
u ncovered  e x p e n d itu r e s  fo r  t h a t  year.

(3) U n le s s  n o t a p p lic a b le , an  o rg a n iza tio n  th a t  i s  in  opera tion  o n  th e  e f fe c t iv e  d a te  o f  th i s  s e c ­
tio n  sha ll m a k e  a d e p o s i t  e q u a l to  th e  la rge r of: (a) one p e r c e n t  11 *v&) o f  th e  p re ce d in g  12  
m o n th s  u n c o v e r e d  e x p e n d itu r e s ,  o r (b) S IO O .O O O  on th e  f ir s t  d a y  o f  th e  f is c a l y e a r  b e g in n in g  
s ix  (6) m o n th s  o r  m o re  a f te r  th e  e f fe c t iv e  d a te  o f  th is  se c tio n .
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C o m m e n t. E v e n  th o u g h  v e r y  s e r io u s  p ro b le m s  ca n  arise  if a h e a l th  m a in te n a n ce  o rg a n iza ­
tio n  d e fa u lts  o n  i t s  c o n t r a c t s ,  f is c a l c o n tro l  o f  h e a lth  m a in te n a n c e  o rg a n iza tio n s  in a m a n ­
ner co m parab le  t o  t h a t  a p p lie d  to  in su r a n c e  co m p a n ie s  app ears in a p p ro p r ia te  in v iew  o f the  
se rv ic e  n a tu re  o f  s u c h  o r g a n iz a t io n s .  T h e  b e s t  p ro te c tio n  for e n ro lle e s  is  a fin a n c ia lly  so u n d  
o rg a n iza tio n  t h a t  g e n e ra te s  n e t  in co m e. H o w e v e r ,  beg in n in g  h e a l th  m a in te n a n ce  o rg a n iz a ­
tio n s  are o fte n  s m a l l  b u s in e s s e s  w i th  l im ite d  fin a n c ia l re so u rce s  t h a t  w ill s u s ta in  o p e ra tin g  
lo s se s  in th e ir  e a r ly  y e a r s .  U n r e a s o n a b ly  h ig h  s ta r t in g  ca p ita l o r  r e s e r v e  re q u ire m e n ts  m a y  
p re v e n t som e  o r g a n iz a t io n  fro m  s ta r t in g  o r  m a y  u n re a so n a b ly  t ie  u p  th e  ca p ita l o f  th o se  
th a t  do. T h e re fo re , th i s  S e c t io n  p r o v id e s  fo r  a s t r u c tu r e d  b u t f le x ib le  a p p ro a ch  to  p r o te c t in g  
a g a in s t  in so lv e n c y .  I t  re q u ire s  th e  m a in te n a n c e  o f  a m in im u m  c a p i ta l  a c co u n t, a d e p o s it  o f 
c a s h  or s e c u r i t ie s  in a m in im u m  a c co u n t, a n d  th e  o rg a n iza tio n 's  g e n e ra tio n  o f  a d d itio n a l 
a m o u n ts  a n n u a lly  a s  a so u r c e  o f  fu n d s  to  m e e t it9  co n tra c tu a l o b l ig a t io n s  to  th e  e n ro llee s in 
th e  e ve n t o f in s o lv e n c y .  T h e  c o m m is s io n e r  m a y  w a ive  all o r p a r t  o f  th e se  re q u ire m e n ts  
w h e n  sa tis f ie d  t h a t  th e  o rg a n iz a t io n  h a s  s u f f i c ie n t  n e t w o rth  o r  an  a d e q u a te  h is to r y  o f 
ge n e ra tin g  n e t  in c o m e  to  a s s u r e  i t s  v ia b il i ty .  T h e  re q u ire m e n ts  m a y  a lso  be  w a ive d  i f  th e  
h e a lth  m a in te n a n c e  o r g a n iz a t io n 's  p e r fo rm a n ce  is  gua ra n teed  b y  a n o th e r  fin a n c ia lly  s t r o n g  
o rgan iza tion .

T h e  section  r e la te s  th e  d e p o s i t  r e q u ire m e n ts  to  th e  a m o u n t o f  th e  h e a lth  m a in te n a n ce  
o rg a n iza tio n ’s  u n c o v e r e d  e x p e n d itu r e s .  T h i s  a m o u n t  w ill v a ry  d e p e n d in g  u p o n  th e  ty p e  o f 
o rg a n iza tio n  a n d  th e  n a tu re  o f  i t s  a r ra n g e m e n ts  w ith  p ro v id e rs .  F o r  exa m p le , th e  p h y s i­
c ia n s  o f the s t a f f  o f  th e  o rg a n iz a t io n  or a c o n tr a c t in g  m edica l g r o u p  o r  in d iv id u a l p r a c t ic e  
a sso c ia tio n  m a y  a g re e  to  look  o n ly  to  th e  o rg a n iza tio n  for p a y m e n t  o f  s e r v ic e s  p ro v id e d  to  
th e  o rg a n iza t io n ’s  e n ro lle e s  a n d  ag ree  n o t  to  b ill  th e m  in th e  e v e n t  o f  in so lv e n cy .*  A n  
o rg a n iza tio n  c o u ld  h a v e  in su r a n c e  fo r  a ll o r  p a r t  o f  i t s  h o s p ita l iz a t io n  e x p e n se  or a n o th e r  
o rg a n iza tio n  c o u ld  ag ree  to  g u a ra n te e  th a t  th e  liab ilitie s o f  t h e  h e a lth  m a in te n a n ce  
o rg a n iza tio n  a re  m e t .

In  a ll su ch  c a s e s ,  i t  i s  re co m m e n d e d  th a t  th e  c o n tra c tu a l  p r o v is io n  re q u ire  th e  p ro v id e r  or 
g u a ra n to r  to  n o t i f y  th e  c o m m is s io n e r  i f  th e  p r o v is io n  or in su ra n c e  i s  m o d ifie d  or no lo n g e r  
in  e ffe c t  or if  p a y m e n t  on  th e  c o n tr a c t  o r p o l ic y  h a s  n i.t been m a d e  in  a rea son ab le  p e rio d  o f  
t im e . (Se c tio n  3 (5 ) re q u ire s  p r io r  n o t i f ic a t io n  o f  ca n ce lla tio n  o f  a n y  re in su ra n ce .- T h i s  ca n  
p ro v id e  an e a r ly  w a r n in g  o f  p o s s ib le  a d v e r se  ch a n g e s  in  the  h e a l th  m a in te n a n ce  o rg a n iza ­
t io n ’s  financia l p o s i t io n .  In  a d d itio n , th e  s t a t u s  o f  su ch  p r o v i s io n s  o r p o lic ie s  sh o u ld  be  
co ve re d  in a n n u a l in te r r o g a to r ie s  to  th e  o rg a n iza tio n .

T h e  re q u ire m e n t in  S u b s e c t io n  (8) fo r  a c a p ita l  a c co u n t o n ly  a p p l ie s  to  o r g a n iz a t io n s  li­
ce n se d  a fter th e  e f fe c t iv e  d a te  o f  th e  su b s e c t io n .  T h u s ,  th e  c a p i ta l  a c c o u n t  re q u ire m e n t 
w o u ld  have to  b e  ta k e n  in to  c o n s id e r a t io n  b y  p e r s o n s  s ta r t in g  a n e w  H M O .  I f  a s ta te  w ish e s  
to  a p p ly  the r e q u ir e m e n t  to  e x i s t in g  H M O ’s, i t  sh o u ld  allow  fo r  a n  a p p ro p r ia te  p h a se -in  
period .

I t  i s  believed t h a t  th e s e  p r e v i s io n s  a n d  th e  re la te d  p ro v is io n s  o f  S e c t i o n  4(2)ld), in c lu d in g  
p o s s ib le  in su ra n c e  b a c k u p  a r ra n g e m e n ts ,  p ro v id e  a dequa te  a s s u r a n c e s .  T h e  fa ilure  to  p ro ­
v id e  a s su ra n ce s  a s  re q u ire d  w o u ld  s u b je c t  th e  h e a lth  m a in te n a n ce  o rg a n iz a t io n  to  s u s p e n ­
s io n  o r re v o ca tio n  o f  i t s  c e r t i f i c a te  o f  a u th o r i ty  u n d e r  S e c t io n  18 .

S e c t io n  14. P ro h ib ite d  P r a c t ic e s .

(1) N o  h e a lth  m a in te n a n c e  o rg a n iz a tio n , o r r e p r e se n ta tiv e  thereof, m a y  c a u se  o r k n o w in g ly  
p e rm it  the u se  o f  a d v e r t i s in g  w h ic h  i s  u n tr u e  o r m isle a d in g , s o l i c i ta t io n  w h ich  is u n tru e  or 
m isle a d in g , or a n y  fo r m  o f  e v id e n c e  o f  co v e ra g e  w h ic h  is d e ce p tive . F o r  p u rp o se s  o f th i s  a c t:

(a) A  s ta te m e n t  o r  i te m  o f  in fo r m a tio n  sh a ll  be deem ed  to  be u n t r u e  i f  i t  d o e s n o t co n fo rm  
to  fa c t in a n y  r e s p e c t  w h ic h  is  o r m a y  be s ig n i f ic a n t  to  an  e n ro lle e  of, o r p e rso n  c o n ­
sid e rin g  e n r o l lm e n t  w i th  a h e a lth  m a in te n a n c e  o rg a n iza tio n ;

* A  P r o v is io n  to a c c o m p li s h  th i s  m ig h t  read:
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(2) T h e  c o m m is s io n e r  (d ire c to r ,  s u p e r in te n d e n t)  m a y  b y  ru le  e x e m p t  ce r ta in  c la s s e s  o f p e rso n s  
from  the  re q u ire m e n t o f  o b ta in in g  a lice n se :

(a) I f  th e  fu n c t io n s  th e y  p e r fo rm  d o  n o t  req u ire  sp e c ia l co m p e te n ce , t r u s tw o r th in e s s  or 
the  r e g u la to ry  s u r v e il la n c e  m a d e  p o s s ib le  b y  lice n s in g ; o r

(b) I f  o th e r  e x i s t i n g  sa fe g u a r d s  m a k e  re g u la tio n  u n n e c e s sa ry .

S e c t io n  16. P o w e rs  o f  I n s u r e r s  a n d  (H o s p i ta l  a n d  M e d ic a l  S e r v ic e  C o r p o r a t io n s ) .

(1 ) A n  in su ra n ce  c o m p a n y  l ic e n se d  in th i s  s ta te ,  or a (h o sp ita l  or m e d ica l se rv ic e  co rp o ra tio n ) 
a u th o r ize d  to  d o  b u s in e s s  in  th i s  S ta te ,  m a y  e ith e r  d ir e c t ly  or th r o u g h  a su b s id ia r y  o r a f f i l­
ia te  o rg a n ize  a n d  o p e ra te  a h e a lth  m a in te n a n c e  o rg a n iz a tio n  u n d e r  th e  p r o v is io n s  o f  th is  
a c t.  N o tw i th s ta n d in g  a n y  o th e r  law  w h ic h  m a y  be  in c o n s i s te n t  h e re w ith , a n y  tw o  or m ore  
s u c h  in su ra n ce  co m p a n ie s ,  (h o sp i ta ls  o r  m e d ica l s e r v ic e  c o rp o ra tio n s ),  or s u b s id ia r ie s  or 
a f f i l ia te s  th e re o f, m a y  j o i n t l y  o rg a n ize  a n d  o p e ra te  a h e a lth  m a in te n a n c e  o rg a n iza tio n . T h e  
b u s in e s s  o f  in su r a n c e  is  d e em ed  to  in c lu d e  th e  p r o v id in g  o f  h e a lth  care  b y  a h e a lth  
m a in te n a n ce  o r g a n iz a t io n  o w n e d  o r o p e ra te d  b y  a n  in su re r  or a s u b s id ia r y  th e reo f.

(2) N o t w i th s ta n d in g  a n y  p r o v is io n  o f in su r a n c e  a n d  (h o sp ita l  or m e d ic a l se rv ic e  co rp o ra tio n ) 
la w s  (c ita tio n s ), a n  in su r e r  o r  a (h o sp ita l  o r  m e d ica l s e r v ic e  co rp o ra tio n )  m a y  c o n tr a c t  w i th  a 
h e a lth  m a in te n a n c e  o r g a n iz a t io n  to  p r o v id e  in su r a n c e  o r s im ila r  p r o te c t io n  a g a in s t  th e  c o s t  
o f  ca re  p ro v id e d  th r o u g h  h e a lth  m a in te n a n c e  o r g a n iz a t io n s  and  to  p ro v id e  co v e ra g e  in  th e  
e v e n t  or th e  fa ilu re  o f  th e  h e a lth  m a in te n a n c e  o rg a n iz a tio n  to  m e e t  i t s  o b lig a tio n s .

T h e  enro llees o f  a  h e a lth  m a in te n a n c e  o rg a n iz a tio n  c o n s t i tu te  a p e rm is s ib le  g ro u p  u n d e r  
s u c h  law s. A m o n g  o th e r  th in g s ,  u n d e r  s u c h  c o n tr a c t s ,  th e  in su r e r  o r  (h o sp ita l  o r m e d ica l 
s e rv ic e  co rp o ra tio n )  m a y  m a k e  b e n e fit  p a y m e n ts  to  h e a lth  m a in te n a n c e  o r g a n iz a t io n s  for 
h e a lth  ca re  s e r v i c e s  re n d e re d  b y  p ro v id e r s .

C o m m e n t:  S u b s e  (2) o v e r r id e s  th e  g ro u p  la w s  to  p e rm it  a n  in su r e r  or a h o sp ita l  or 
m e d ica l se rv ic e  c o rp o ra tio n  to  p ro v id e  co v e ra g e  p r o te c t in g  e n ro lle e s  o f  an  H M O .  T h i s  
a u th o r i ty  is  in te n d e d  to  p e r m i t  in su r e r s  a n d  th e  s e rv ic e  c o rp o ra tio n s  to  w r ite  co ve ra g e  (1 ) to  
f i l l  th e  g a p s  w h ic h  th e  p r o v id e r s  o f  h e a lth  ca re  s e r v ic e s  do  n o t  p ro v id e , (2) to  p ro v id e  
co ve ra g e  in  e x c e s s  o f th e  s e r v ic e s  p ro v id e d , (3) to  c o v e r  c a ta s tr o p h e  s i tu a t io n s ,  (4) to  p ro ­
v id e  p ro te c tio n  to  th e  e n ro lle e s  in  tn e  e v e n t  th e  H M O  b e co m e s in s o lv e n t ,  a n d  (5) to  p ro v id e  
co v e ra g e  a g a in s t  th e  c o s t  o f  h e a lth  ca re  s e r v ic e s  a s  th e  h e a lth  m a in te n a n c e  o r g a n iz a t io n  
d e e m s  n e ce ssa ry . T h i s  s e c t io n  m ig h t  a lso  be  re d r a f te d  to  m a k e  sp e c i f i c  re fe ren ce  to  th e  re le­
v a n t  S e c t io n  o f  e x i s t i n g  law .

S e c t i o n  17. E x a m in a t io n .

(1 ) T h e  co m m is s io n e r  (d ire c to r , s u p e r in te n d e n t)  m a y  m a k e  a n  e x a m in a t io n  o f  th e  a f fa ir s  o f  a n y  
h e a lth  m a in te n a n c e  o r g a n iz a t io n  a n d  p r o v id e r s  w i th  w h o m  s u c h  o rg a n iza tio n  h a s  c o n ­
tr a c t s ,  a g re e m e n ts ,  o r o th e r  a r r a n g e m e n ts  a s  o fte n  a s  is  r e a so n a b ly  n e c e s sa ry  fo r  th e  p ro ­
te c t io n  o f  th e  i n t e r e s t s  o f  th e  peop le  o f  t h i s  S t a t e  b u t  n o t  le s s  f r e q u e n t ly  th a n  o n ce  e v e r y  
th re e  ye a rs .

(2) T h e  (c o m m is s io n e r  o f  p u b lic  h e a lth ) m a y  m a k e  an  e x a m in a t io n  c o n c e rn in g  th e  q u a l i t y  o f  
h e a lth  ca re  s e rv ic e  o f  a n y  h e a lth  m a in te n a n c e  o r g a n iz a t io n  a n d  p r o v id e r s  w ith  w h o m  s u c h  
o rg a n iza tio n  h a s  c o n t r a c t s ,  a g re e m e n ts ,  o r o th e r  a r r a n g e m e n ts  a s  o f te n  a s  is  r e a so n a b ly  
n e c e s s a r y  fo r th e  p r o te c t io n  o f  th e  in t e r e s t s  o f  th e  p eo p le  o f  th i s  S t a t e  b u t  n o t  le s s  fre ­
q u e n t ly  th a n  o n ce  e v e r y  th re e  y e a r s .

(3) E v e r y  h e a lth  m a in te n a n c e  o r g a n iz a t io n  a n d  p ro v id e r  sh a ll  s u b m it  i t s  r e le v a n t b o o k s  a n d  
r e c o r d s  for s u c h  e x a m in a t io n s  a n d  in  e v e r y  w a y  fa c i l i ta te  th e m . F o r  th e  p u rp o se  o f  e x a m in a ­
t io n s ,  the  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  a n d  th e  (c o m m is s io n e r  o f  p u b lic  .health ) 
m a y  a d m in is te r  o a th s  to . a n d  e x a m in e  th e  o f f ic e r s  a n d  a g e n ts  o f  th e  h e a lth  m a in te n a n c e  
o rg a n iza tio n  a n d  th e  p r in c ip a ls  o f  su c h  p r o v id e r s  c o n c e rn in g  th e ir  b u s in e s s .
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(2) A  c e r t i f ic a te  o f a u th o r i ty  sh a ll  be su sp e n d e d  o r  re v o k e d  o n ly  a f te r  co m p lia n ce  w ith  the  re­
quirem ent.*; o f  S e c t io n  2 1 .

(3) W h e n  th e  c e r t i f ic a te  o f  a u th o r i ty  o f  a h e a lth  m a in te n a n c e  o r g a n iz a t io n  is  su sp e n d e d , the  
h e a lth  m a in te n a n c e  o r g a n iz a t io n  sh a ll  n o t, d u r in g  th e  p e rio d  o f  s u c h  su sp e n s io n , en ro ll a n y  
a d d itio n a l e n ro llee s e x c e p t  n e w b o rn  ch ild re n  or o th e r  n e w ly  a cq u ire d  d e p e n d e n ts  o f  e x is t in g  
e n ro llee s, a n d  sh a ll n o t  e n g a g e  in  a n y  a d v e r t i s in g  o r so l ic i ta t io n  w h a tso e v e r .

(4) W h e n  th e  c e r t i f ic a te  o f  a u th o r i ty  o f a h e a lth  m a in te n a n c e  o rg a n iza tio n  is  revo k ed , su c h  
o rg a n iz a tio n  sh a ll p ro ce e d , im m e d ia te ly  fo llo w in g  th e  e f fe c t iv e  d a te  o f  th e  o rder o f  re vo ca ­
tio n . to  w in d  u p  i t s  a f fa ir s ,  a n d  sh a ll c o n d u c t  no  fu r th e r  b u s in e s s  e x c e p t  a s  m a y  be  e s se n tia l  
to  th e  o rd e r ly  co n c lu s io n  o f  th e  a f fa ir s  o f  s u c h  o rg a n iza tio n . I t  sh a l l  en g a g e  in  n o  fu r th e r  
a d v e r t i s in g  o r s o l ic i ta t io n  w h a tso e v e r . T h e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  m ay, 
b y  w r i t te n  o rder, p e rm it  s u c h  fu r th e r  o p e ra tio n  o f th e  o rg a n iz a tio n  a s  he m a y  f in d  to  be in 
th e  b e s t  in te r e s t  o f  e n ro lle e s, to  th e  e n d  th a t  e n ro lle e s  w ill be a ffo rd e d  th e  g r e a te s t  p ra c t ica l 
o p p o r tu n i ty  to  o b ta in  c o n t in u in g  h e a lth  ca re  co v e ra g e .

S e c t io n  19. R e h a b il i ta t io n ,  L iq u id a tio n ,  o r C o n s e r v a t io n  o f  a  H e a l th  M a in te n a n c e  O rg a n iza tio n .

(1) A n y  r e h a b ilita tio n , l iq u id a t io n  o r c o n se r v a t io n  o f  a h e a lth  m a in te n a n c e  o rg a n iz a tio n  sh a ll 
be d e em ed  to  be th e  re h a b ilita t io n , liq u id a tio n , o r c o n s e r v a t io n  o f  a n  in su ra n c e  c o m p a n y  
a n d  sh a ll  be  c o n d u c te d  u n d e r  th e  su p e r v is io n  o f  th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  
p u r s u a n t  to  th e  law  g o v e r n in g  th e  re h a b ilita tio n , liq u id a tio n , o r  c o n s e r v a t io n  o f  in su ra n c e  
co m p a n ie s . T h e  c o m m is s io n e r  (d ire c to r , s u p e r in te n d e n t)  m a y  a p p ly  fo r  a n  o rd e r  d ir e c tin g  
h im  to  r e h a b ilita te , l iq u id a te , or c o n se r v e  a h e a lth  m a in te n a n c e  o r g a n iz a t io n  u p o n  a n y  one 
or m o re  g r o u n d s  s e t  o u t  in  (c ite  s e c t io n s  o f  s t a t e  r e h a b il i ta t io n  law ), o r  w h e n  in  h i s  op in io n  
th e  c o n t in u e d  o p e ra tio n  o f  th e  h e a lth  m a in te n a n c e  o r g a n iz a t io n  w o u ld  bo h a z a r d o u s  e ith e r  
to  th e  e n ro lle e s  or to  th e  p e o p le  o f  th i s  s ta te .  E n r o l le e s  sh a ll  h a v e  th e  sa m e  p r io r i ty  in  the  
e v e n t  o f  l iq u id a tio n  o r r e h a b il ita t io n  a s  th e  la w  p r o v id e s  to  p o lic y h o ld e r s  o f  an  in su re r .

(2) A  c la im  b y  a h e a lth  ca re  p r o v id e r  fo r  an  u n c o v e re d  e x p e n d itu r e  h a s  th e  sa m e  p r io r i ty  a s  an 
enro llee , p ro v id e d  s u c h  p r o v id e r  o f  s e r v ic e s  a g re e s  n o t  to  a s s e r t  s u c h  c la im  a g a in s t  a n y  
en ro llee  o f  th e  h e a lth  m a in te n a n c e  o rg a n iza tio n .

C o m m e n t.  S e c t io n  19  p r o v id e s  fo r  th e  re h a b ilita tio n , liq u id a tio n , o r  c o n se r v a t io n  o f  h e a lth  
m a in te n a n c e  o r g a n iz a t io n s  to  be ca rr ie d  o u t  b y  th e  C o m m is s io n e r  u n d e r  s t a t e  la w s  a p p li­
ca b le  to  in su r a n c e  c o m p a n ie s .  In a s m u c h  a s  a ll s t a t e s  h a v e  e x i s t in g  a u th o r i ty ,  i t  i s  fe l t  th a t  
th e  u se  o f  s u c h  s t a t u t e s  w o u ld  be a p p ro p r ia te  a n d  w o u ld  a v o id  th e  n e c e s s i t y  o f  d e v e lo p in g  
n e w  a d m in is t r a t iv e  p ro ce d u re s  a p p lica b le  o n ly  to  h e a lth  m a in te n a n c e  o r g a n iz a tio n s . 
S u b s e c t io n  (2) is  d e s ig n e d  to  p ro v id e  th e  m a x im u m  p r o te c t io n  fo r  e n ro lle e s  b y  p a y in g  th o se  
p r o v id e r s  th a t  ca n  b ill th e  en ro llee  b e fo re  th o se  th a t  h a v e  a g re ed  n o t  to . H o w e v e r ,  in  o rder 
to  o b ta in  th i s  p r io r i ty ,  th e  p ro v id e r  m u s t  agree  t h a t  th e  p a y m e n t  fu l ly  d is c h a r g e s  the  
o b lig a tio n  o f  th e  enro llee . In c id e n ta l ly ,  th e  N A I C  h a s  re c o m m e n d e d  th e  a d o p tio n  o f  a m odel 
liq u id a tio n  a n d  r e h a b il i ta t io n  a c t  (Se e  19 6 8  N A I C  P ro c e e d in g s  I 2 14 ).

Section 20. Regulations.
T h e  c o m m is s io n e r  (d ire c to r , s u p e r in te n d e n t)  m a y . a f te r  n o tic e  a n d  hearing , p ro m u lg a te
re a so n a b le  ru le s  a n d  re g u la t io n s ,  a s  are  n e c e s sa r y  or p ro p e r  to  c a r r y  o u t  th e  p r o v is io n s  o f  th is
A c t .  S u c h  ru le s  a n d  r e g u la t io n s  sh a ll  be  s u b je c t  to  re v ie w  in  a c co rd a n c e  w ith  ( in se r t  se c t io n
n u m b e r  p r o v id in g  fo r  re v ie w  o f  a d m in is t r a t iv e  o rd ers).

S e c t io n  2 1. A d m in i s t r a t i v e  P ro c e d u re s .

(1) W h e n  th e  c o m m is s io n e r  (d ire c to r ,  su p e r in te n d e n t)  ha? ce v .se  to  b e lie ve  th a t  g r o u n d s  fo r  th e  
d e n ia l o f  an  a p p lic a t io n  fo r  a c e r t i f ic a te  o f  a u th o r i ty  e x i s t ,  oi t h a t  g r o u n d s  fo r  th e  s u s p e n ­
s io n  o r  r e v o c a t io n  o f  a c e r t i f i c a te  o f  a u th o r i ty  e x is t ,  he  sh a l l  n o t i f y  th e  h e a lth  m a in te n a n c e  
o r g a n iz a t io n  a n d  th e  (c o m m is s io n e r  o f  p u b lic  h e a lth ) in  w r i t in g  sp e c i f ic a l ly  s t a t in g  th e  
g r o u n d s  fo r  den ia l, s u sp e n s io n ,  or r e v o c a tio n  a n d  f ix in g  a tim e  c f  a t  le a s t  ( in se r t  n u m b e r ) 
d a y s  th e re a fte r  fo r  a h e a r in g  on th e  m a tte r .
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(1) T h e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  m a y . in  lieu o f  s u s p e n s io n  o r re v o ca tio n  o f  a 
c e r t i f ic a te  o f  a u th o r i ty  u n d e r  S e c t io n  18. le v y  a n  a d m in is t r a t iv e  p e n a l ty  in  an  a m o u n t n o t 
le s s  th a n  ( in se r t  a m o u n t)  d o lla r s  n o r  m ore  th a n  ( in se r t  a m o u n t)  d o lla r s , i f  re a so n a b le  n o tice  
in  w r i t in g  is  g iv e n  o f  th e  in te n t  to  l e v y  th e  p e n a l ty  a n d  th e  h e a lth  m a in te n a n c e  o rg a n iza tio n  
h a s a rea so n a b le  t im e  w ith in  w h ich  to  re m e d y  th e  d e fe c t  in  i t s  o p e r a t io n s  w h ic h  g a ve  r ise  to  
th e  p e n a lty  c i ta t io n .  T h e  c o m m is s io n e r  (d ire c to r , s u p e r in te n d e n t)  m a y  a u g m e n t  th i s  p e n ­
a l t y  b y  an  a m o u n t  eq u a l to  th e  s u m  th a t  he c a lc u la te s  to  be  th e  d a m a g e s  su ffe re d  b y  
e n ro lle e s  or o th e r  m e m b e r s  o f  th e  p u b lic .

(2) (a) I f  th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  or th e  (c o m m is s io n e r  o f  p u b lic  h ea lth )
sh a ll  fo r a n y  re a so n  h a v e  c a u se  to  be lieve  th a t  a n y  v io la t io n  o f  th i s  a c t  h a s  o ccu rre d  or 
is  th re a te n e d , th e  c o m m is s io n e r  (d ire c to r , su p e r in te n d e n t)  o r (c o m m is s io n e r  o f  p u b lic  
h e a lth ) m a y  g iv e  n o tic e  to  th e  h e a lth  m a in te n a n c e  o rg a n iz a t io n  an d  to  th e  re p re se n ­
ta t iv e s ,  or o th e r  p e r so n s  w h o  a p p ea r  to  be  in v o lv e d  in  s u c h  su sp e c te d  v io la tio n , to  a r­
ra n g e  a co n fe re n ce  w ith  th e  a lle g ed  v io la to r s  o r  th e ir  a u th o r iz e d  r e p r e se n ta tiv e s  fo r  
th e  p u rp o se  o f  a t te m p t in g  to  a sc e r ta in  che fa c t s  r e la t in g  to  s u c h  s u s p e c te d  v io la tio n , 
and , in  th e  e v e n t  i t  a p p e a r s  t h a t  a n y  v io la t io n  h a s  o c cu r re d  o r  is  th re a te n e d , to  a r r iv e  
a t  an  a d e q u a te  a n d  e f fe c t iv e  m e a n s  o f c o r r e c t in g  o r  p r e v e n t in g  s u c h  v io la tio n .

(b) P ro c e e d in g s  u n d e r  th i s  s u b s e c t io n  sh a ll n o t  be  g o v e rn e d  b y  a n y  fo rm a l p ro ce d u ra l re­
q u ire m e n ts .  a n d  m a y  b e  c o n d u c te d  in  s u c h  m a n n e r  a s  th e  c o m m is s io n e r  (d ire c to r , 
su p e r in te n d e n t)  o r  th e  (c o m m is s io n e r  o f  p u b lic  h e a lth ) m a y  d e em  a p p ro p r ia te  u n d e r  
th e  c ir c u m s ta n c e s .  H o w e v e r ,  u n le s s  c o n se n te d  to  b y  th e  h e a l th  n r  in te n a n c e  o rg a n iza ­
tio n , no  ru le  or o rd e r  m a y  r e s u l t  fro m  a co n fe re n ce  u n t i l  th e  re q u ir e m e n ts  o f  th i s  s e c ­
tio n  o r S e c t io n  2 1  o f  t h i s  a c t  a re  sa t is f ie d .

(3) (a) T h e  c o m m is s io n e r  (d ire c to r , s u p e r in te n d e n t)  m a y  i s s u e  a n  o rd e r d ir e c t in g  a h e a lth
m a in te n a n c e  o rg a n iz a t io n  o r a  r e p r e se n ta tiv e  o f  a h e a lth  m a in te n a n c e  o rg a n iza tio n  to  
ce a se  a n d  d e s i s t  fro m  e n g a g in g  in  a n y  a c t  o r  p r a c t ic e  in  v io la t io n  o f  th e  p r o v is io n s  o f  
t h i s  a c t.

(b) W u h i n  ( in se r t  n u m b e r ) o f  d a y s  a f te r  s e r v ic e  o f  th e  ce a se  a n d  d e s i s t  o rder, th e  re sp o n ­
d e n t  m a y  r e q u e s t  a h e a r in g  o n  th e  q u e s t io n  o f  w h e th e r  a c t s  o r  p r a c t ic e s  in  v io la t io n  c f  
t h i s  A c t  h a v e  o c cu rre d . S u c h  h e a r in g s  sh a ll  b e  c o n d u c te d  p u r s u a n t  to  (c ite  S e c t io n s  o f  
■State A d m in i s t r a t i v e  P ro ce d u re  A c t ) ,  a n d  ju d ic ia l  re v ie w  sh a ll  be  a va ila b le  a s  p ro ­
v id e d  b y  (c ite  s e c t io n s  o f  S t a t e  A d m in i s t r a t i v e  P ro ce d u re  A c t ) .

(4) In  th e  c a se  o f  a n y  v io la t io n  o f  th e  p r o v is io n s  o f  t h i s  a c t,  i f  th e  c o m m is s io n e r  (d ire c to r ,
su p e r in te n d e n t)  e le c t s  n o t  to  i s s u e  a ce a se  a n d  d e s i s t  o rd e r, o r in  th e  e v e n t  o f  non- 
co m p lia n ce  w i th  a c e a se  a n d  d e s i s t  o rd e r  i s s u e d  p u r s u a n t  to  S u b s e c t io n  (3), th e  c o m m is­
sio n e r  (d ire c to r , su p e r in te n d e n t)  m a y  in s t i tu te  a p ro ce e d in g  to  o b ta in  in ju n c t iv e  o r o th e r  
a p p ro p r ia te  re lie f in  th e  (nam e o f  c o u r t  o f p r im a r y  ju r i s d ic t io n  fo r  a c t io n s  o f  t h i s  n a tu re ).

C o m m e n t :  S e c t io n s  23(3) a n d  23(4) a u th o r iz e  th e  c o m m is s io n e r  to  i s su e  a ce a se  and  d e s i s t  
o rd e r  a n d  to  a p p ly  fo r  in ju n c t iv e  relie f. W h e n  th e  c o m m is s io n e r  is  n o t  g ra n te d  s u c h  
s t a t u t o r y  p o w e rs , th e  la n g u a g e  sh o u ld  be m o d ifie d  to  p ro v id e  fo r  th e  legal s t e p s  to  be ta k e n  
b y  th e  a t to r n e y  ge n e ra l o r  o th e r  a p p ro p r ia te  s t a t e  o ffic ia l.

S e c t io n  24. S t a t u t o r y  C o n s t r u c t i o n  a n d  R e la t io n sh ip  to  O th e r  L a w s .

(1) E x c e p t  a s  o th e rw ise  p r o v id e d  in  t h i s  a c t.  p r o v i s io n s  o f  th e  in su r a n c e  law  a n d  p r o v is io n s  o f  
(h o sp ita l  or m e d ica l s e r v ic e  co rp o ra tio n )  la w s  sh a ll  n o t  be  a p p lica b le  to  a n y  h e a lth  
m a in te n a n c e  o rg a n iz a t io n  g ra n te d  a c e r t i f ic a te  o f  a u th o r i ty  u n d e r  th i s  a c t. T h i s  p r o v is io n  
sh a ll  n o t  a p p ly  to  an  in su r e r  or (h o sp ita l or m e d ica l s e r v ic e  co rp o ra tio n )  lice n se d  a n d  
re g u la te d  p u r s u a n t  to  th e  in su ra n c e  la w  or th e  (h o sp ita l  or m e d ica l s e rv ic e  co rp o ra tio n ) la w s  
o f  th i s  S t a t e  e x c e p t  w i th  r e sp e c t  to  i t s  h e a lth  m a in te n a n c e  o rg a n iz a tio n  a c t iv i t ie s  a u th ­
o rize d  a n d  re g u la te d  p u r su a n t  to  th i s  a c t.

Sectioa 23. Penalties and Enforcement.
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E a c h  e m p lo ye r, p u b lic  o r p r iv a te , in  th i s  s ta te  w h ic h  o ffe r s  i t s  e m p lo y e e s  a h e a lth  b e n e fit p lan  
and  e m p lo y s  n o t le s s  th a n  tw e n ty - f iv e  e m p lo ye e s, a n d  each  e m p lo ye e  b e n e fit  fu n d  in  th is  s ta te  
w h ich  o f fe r s  i t s  m e m b e r s  a n y  fo rm  o f h e a lth  b e n e fit ,  sh a ll m ak e  a va ila b le  to  a n d  in fo rm  i t s  
e m p lo y e e s  or m e m b e rs  o f  th e  o p tio n  to  enro ll in  a t  le a s t  one h e a lth  m a in te n a n c e  o rg a n iza tio n  
h o ld in g  a va lid  c e r t i f i c a te  o f  a u th o r i t y  w h ich  p r o v id e s  h e a lth  ca re  s e r v ic e s  in  th e  g e o g ra p h ic  
a reas in  w h ich  a s u b s ta n t ia l  n u m b e r  o f su c h  e m p lo y e e s  or m e m b e r s  re sid e . W h e r e  th e re  is  a 
p r e v a ilin g  c o lle c t iv e  b a rg a in in g  a g reem en t, th e  se le c tio n  o f  th e  h e a lth  m a in te n a n ce  
o rg a n iza tio n (s )  to  be  m a d e  a v a ila b le  to  th e  e m p lo y e e s  sh a ll be  m a d e  u n d e r  th e  a g re em en t.

N o  e m p lo y e r  in  th i s  s t a t e  sh a ll  be  req u ire d  to  p a y  m ore  for h e a lth  b e n e fi t s  a s  a r e s u lt  o f  th e  a p p li­
c a tio n  o f  th i s  s e c t io n  th a n  w o u ld  o th e rw ise  be re c u ire d  b y  a n y  p re v a ilin g  c o lle c t iv e  b a rg a in in g  
a g re e m e n t or o th e r  c o n t r a c t  fo r  th e  p ro v is io n  o f  h e a lth  b e n e fits  to  i t s  e m p lo ye e s , p ro v id e d  th a t  
th e  e m p lo y e r  o r b e n e fi t s  fu n d  sh a ll  p a y  to  th e  h e a lth  m a in te n a n ce  o rg a n iza tio n  ch o se n  b y  each  
e m p lo ye e  o r  m e m b e r  a n  a m o u n t  e q u a l to  th e  le s se r  o f  (a) th e  a m o u n t  p a id  on  b e h a lf  o f  i t s  o th e r  
e m p lo y e e s  o r m e m b e r s  fo r  h e a lth  b e n e fi t s  or (b) th e  h e a lth  m a in te n a n c e  o r g a n iz a t io n ’s  ch a rg e  fo r 
co v e ra g e  a p p ro v e d  b y  th e  c o m m is s io n e r  (d irecto r, su p e r in te n d e n t)  p u r su a n t  to  S e c t io n  8 o f  th i s  
a c t.

Comment: This Section is similar to Section 1310 of the federal HMO Act, but extends the dual 
choice requirement to s ta te  licensed HMO’s. The licensing requirements of this act are less strin­
gent than the federal requirements, so this provision will assist in the development and 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 act, but 
the remaining sections, terms and provisions shall be and remain in full force and effect.

Section 29. Dual Choice.

Legislative History (all references are to the Proceedings of the NAIC).

1973 Proc. I 9, 11,141,192, 202-222 (adopted).
1973 Proc. II139 (synopsis of model).
1974 Proc. 1 12, 14. 405, 413 (amended).
1982 Proc. 119, 28, 431, 498̂ 199, 530-554 (revised and reprinted).
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The date in parentheses 
amendments.

NAIC MEMBER

Alabama

Alaska

Arizona

Arkansas

California

Colorado

Connecticut

Delaware

MODEL HEALTH MAINTENANCE  ORGANIZATION ACT

is the effective date of the legislation or regulation, with latest

D.C.

Porida

Georgia

Guam

Hawaii

Idaho

MODEL/SIMILAR LEGIS.

ALA. C O D E  §§ 27-21A-1 
T O  27-21A-32 (1986).

NO ACTION TO DATE

ARK. STAT. ANN. §§ 66-5201 to 
66-5228 (1975/1987).

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

HB 99 Model pending 
(1987).

NO ACTION TO DATE

GA. CODE ANN. §§ 33-21-1 
to 33-22-28 (1979,1986).

NO ACTION TO DATE

NO ACTION TO DATE

RELATED LEGIS./REGS.

ARIZ. REV. STAT. ANN. §§ 20-1051 to 
20-1069 (1973/1985) "Health Care 
Service Organizations".

CAL. HEALTH & SAFETY CODE §§ 1340 
to 1399.64 (1979/1986) ("Knox-Keene 
Health Care Services Plan").

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

DEL CODE ANN. tit. 16 
§§ 9101 to 9118 (1982).
See also tit. 18 §§ 6401 to 
6406 (1987).

FLA STAT. §§ 641.17 to 641.33 
(1985/1987).

IDAHO CODE §§ 41-3901 to 
41-3934 (1974.1985). -
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Illinois

Indiana

Iowa

Kansas

Kpntucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

NAIC MEMBER

M O D EL  HEALTH MA INTENANCE

MODEL/SIMILAR LEGIS.

ILL REV. STAT. ch. 111 1/2 
§§ 1401 to 1417 (1974/1987).

OWA CODE §§ 5148.1 to 
5148.32 (1973).

KAN. STAT. ANN. §§ 40-3201 to 
40-3227 (1974/1987).

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

ME. REV. STAT. ANN. tit. 24-A 
§§ 4201 to 4226 (1975/1986).

ORGANIZATION ACT

RELATED LEGIS./REGS.

MINN. STAT. §§ 62D.01 to 62D.30 
(1973/1986).

MISS. CODE ANN. § 41-7-401 
et seq. (1986).

MO. REV. STAT. §§ 354.400 
to 354.550 (1983).

MONT. CODE ANN. §§ 33-31-101 to 
33-31-405 (1987).

IND. CODE §§ 27-8-7-1 to 27-8-7-18 
(1979/1987) ("Proposed Health Care 
Delivery Plans").

KY. REV. STAT. §§ 304.38-010 
to 3u4 38-210 (19821986);

MD. ANN. CODE art 19 §§ 701 to 734 
(1982/1987).

MASS. GEN LAWS ch. 176G 
§§ 1 to 17 (< 976/1986).

MICH. COMP. LAWS. §§ 333.21001 to 
333.21098 (19821986).
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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

NAIC MEMBER
MODEL HEALTH MAINTENANCE ORGANIZATION ACT

MODEL/SIMILAR LEGIS. RELATED LEGIS./REGS.

NEB. REV. STAT §§ 44-3201 to 
44-3291 (1378/1985).

NEV. REV. STAT. §§ 6950.010 to 
695C.350 (1973/1987).

N.H. REV. STAT. ANN. §§ 420-B:1 to 
420-8:22 (1977'1985).

N.J. REV. STAT. §§ 26:2J-1 
to 26:2J-3Q (1973).

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

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

N.C. GEN. STAT. §§ 57B-1 
to 57B-25 (1979).

N.D. CENT. CODE §§ 26.1-18-01 
to 26.1-18-35 (1983).

OHIO REV. CODE ANN. §§ 1742.01 
to 1742.36 (1976).

OKLA. STAT. tit. 63 §§ 2501 
to 2510 (1975).

OR. REV. STAT. §§ 750.003 to 750.075 
(1985).

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

P.R. LAWS ANN. tit. 26 §§ 1901 to 1927.

R.l. GEN. LAWS §§
27-41-1 to 27-41-29 
(1983 1907).
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South Carolina

South Dakota

Tennessee

Texas

Utah

Vermont

Virgin Islands 

Virginia

Washington

West Virginia

Wisconsin

Wyoming

NAIC MEMBER

MODEL  HEALTH M A INTENANCE  ORGANIZATION ACT
i

MODEL/SIMILAR LEGIS. RELATED LEGIS./REGS.

S.C. CODE ANN. §§ 38-25-10 
et seq. (1987).

S.D CODIFIED LAWS ANN. §§58-41-1 to 
58-41-97 (1974).

TENN. CODE ANN. §§ 56-32-201 
to 56-32-225 (1986/1987).

TEX. INS. CODE ANN. art. 20A.01 
to 20A.35 (1975/1987).

UTAH CODE ANN. §§ 31A-8-101 
to 31A-8-406 (1986.1987).

VT. STAT. ANN. tit. 8 §§
5101 to 5113 (1979) (Most 
of model.)

NO ACTION TO DATE

VA. CODE §§ 38.2-4300 to 
38.2-4321 (1986).

WASH. REV. CODE ANN. §§ 48.46.010 to 
48.46.920 (1975/1986) (Parts of model).

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

See WIS. STAT. § 628-36 (2m) providing 
that Commissioner may make rules for 
HMOs. See also ch. 609 (1985) on joint 
ventures.

WYO. STAT. §§ 26-34-101 
to 26-34-128 (1986).
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S e n a t o r  J i m  D u n c a n

P .O . B ox  V JUNLAU, A l a s k a  99811-3100 

(907) 465-4766

COM Ml fTKES: 
F i n a n i  i 

V k l C ' i i a i k  -  

I I I  a i  h i  E d i k  a i i o n  

a  S o c  i a l  S i .r v ic  c s  

IJn iH,i :r  a  A u d i t

l)ANKIN(i A
E c o n o m i c

D i .v i i i i i ' m i n t

TO :

FROM:

S e n a t o r  D i c k  E l i a s o n  
C h a i r  .

p Co m m e r c e  C

b E N A T O R '  Du n  CAN

REGARDS : R e q u e s t s  rc)R H e a r i n g s  o n  SB 349FOR

D A T E : J a n u a r y  9 , 1990

I  WOULD A P P U E C I A T E  THE E A R L I E S T  P O S S IB L E  H E A R IN G  FOR SB 349 BY
t h e  L a b o r  a n d  C o m m e r c e  Co m m i t t e e .

SB 349 a m e n d s  A l a s k a  S t a t u t e s  0 8 .6 6 .  a n d  4 5 . 5 0 .  I t  r e q u i r e s  a

D E A L E R  TO HOLD A  F R A N C H IS E  FROM A M ANUFACTURER  OR HAVE  
M ANUFACTURER  A U T H O R IZ A T IO N  TO S E L L  AND PERFORM WARRANTY  R E P A IR  OF 
NEW MOTOR V E H I C L E S  I N  A L A S K A .

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

AB OUT  THE A C T I V I T I E S  OF O U T - O F - S T A T E  BROKERS O P E R A T IN G  I N  A L A S K A .  
T h e  BROKERS, WHO P A Y  NO T A X E S  I N  A L A S K A ,  BUY V E H I C L E S  FROM A  
D E A L E R  O U T S ID E  THE S T A T E  AND MARKET THEM I N  A L A S K A .  DEALERS  
F R A N C H IS E D  OR A U T H O R IZ E D  BY A  M AN UFAC TU RER  TO DO B U S IN E S S  I N
A l a s k a  t y p i c a l l y  e n d  u p  h o l d i n g  t h e  b a g  b y  h o n o r i n g  w a r r a n t y

AG R E E M E N T S .

T h ERP ARE  A  NUMBER OF CONSUMER P R O T E C T IO N  CONCERNS RELATED  TO THE 
A C T I V I T I E S  OF BROKERS.

F i r s t , A l a s k a n  c o n s u m e r s  m a y  n o t  b e  b u y i n g  a  n e w  v e h i c l e  e v e n

THOUGH A D V E R T I S I N G  I N D I C A T E S  T H E Y  A R E .  I t  MAY BE C O NS IDERED  A 
USED V E H I C L E  S I N C E  THE  BROKER HAS A L R E A D Y  PURCHASED I T  FROM A  
F R A N C H IS E  HOLDER O U T S ID E  THE S T A T E .

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

IM P A C T  OF REDUC ING  THE  L I F E  OF THE  W AR RAN TY .  FOR EXAM PLE ,  ONE 
M AN UFAC TU RER  O FFER S  A  F I V E  Y E A R ,  5 0 ,0 0 0  M I L E  WARRANTY  TO THE 
I N I T I A L  CONSUMER. I t ' S  REDUCED TO TWO Y E A R S  FOR THE  SECOND 
OWNER.

T h i r d , t h e r e ' s  a  p o s s i b i l i t y  o f  p r o b l e m s  i n v o l v i n g  s a f e t y

R E C A L L S .  I t  MAKES I T  V E R Y  D I F F I C U L T  FOR A  MANUFACTURER  TO KEEP 
TRACK  OF AN  N O T I F Y  OWNERS OF PROBLEMS WHEN A  B R lK E R  PURCHASES A 
BLOCK OF V E H I C L E S  FOR R E S A L E .

D i s t r i c t  C
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No t h i n g  i n  t h i s  b i l l  r e s t r i c t s  A l a s k a n  c o n s u m e r s  f r o m  b u y i n g  a n d

S H I P P I N G  A  NEW V E H I C L E  FROM A  F R A N C H IS E  HOLDER O U T S ID E  A L A S K A .  
THE  F R A N C H IS E  HOLDER I N  A L A S K A  MUST  HONOR THE  WARRANTY  AGR EEM ENT  
AS  A  C O N D I T IO N  OF THE  F R A N C H IS E  OR A U T H O R I Z A T I O N  FROM THE 
M AN UFAC TU RER .

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

R EPR ESENT  T H E I R  PRODUCT AND P R O V ID E  A L A S K A N S  W IT H  T H E  C O N F ID E N C E  
T H AT  T H E Y  ARE  IN D E E D  P U RC H AS IN G  A  NEW V E H I C L E  E Q U IP P ED  W IT H  A  
F U L L  WARRANTY  AND KNOWLEDGE T H AT  THE  M ANUFACTURER  CAN CONTACT  
THEM l 'N  THE  E V E N T  OF A  S A F E T Y  R E C A L L .

Y o u r  c o n s i d e r a t i o n  o f  t h i s  r e q u e s t  i s  m o s t  a p p r e c i a t e d .



FISCAL NOTE
REQUEST:

Revision Date: ___________________________ Agency A f fe c te d :  Public  Safety
T i t l e :  An Act re q u ir in g  dealers o f  new BRU: D iv is io n  o f  Motor Vehicles

mofr veh ic le s  to  be franch ised   ____________________________________
Spor : Duncan_________________________  Component: F ie ld  Services_
Requestor: Senate Labor & Commerce ____________________________________

STATE OF ALASKA BILL VERSION: SB 349__________
1990 LEGISLATIVE SESSION PUBLISH DATE: __________________

EXPENDITURES/REVENUES: (Thousands o f  D o l la rs )  ( I n f l a t i o n  not Included)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

| REVENUE 0 0 0 0 0 0

FUNDING: (Thousands o f  D o l la rs )

GENERAL FUND 

FEDERAL FUNDS 

OTHER/PROG RCPT 

TOTAL

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0

ANALYSIS: (A tta ch  a separate page I f  necessary)

N e g lIg ib le  f1sea l impact.

Phone: 269-5551
Date: "1715730 '

Date:
Page !_ o f_ !__

Prepared by: Jay N. Dulany, D i r e c to r ^
'I  D iv is io n :  Motor Vehicles__________ ~ T _

Approved by Commissioner: ^ ^ A v f t r t h u r  E n g lis h 
Agency: Department o f  Publ i c Saf£t>
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION: SB 349
PUBLISH DATE: ____

FISCAL NOTE
REQUEST:
Revision Date: __________________________
T i t l e :  An Act requ ir in g  dealers of new
motor vehicles to be franchised_______

Sponsor: Duncan_________________________
Requestor: S e n a t e  L a b o r  & C o m me r c e

Agency A ffected: Public Safety
BRU: D iv is ion  o f  Motor Vehicles

Component: F ie ld  Services

EXPENDITURES/REVENUES: (Thr^sands o f D o lla rs )  ( I n f l a t i o n  not Included)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 a 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands o f D o lla rs )

GENE3**'. FUND 

FEDERAL FUNDS 

OTHER/PROG RCPT 

TOTAL

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 u 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0

ANALYSIS: (Attach a separate page I f  necessai

N eglIg ib le  f ls e a l  Impact.

‘- W 0
Prepared by: 
01v ls i  on:

Jay N. D u la n y , D i r e c t o r
Motor Vehicles

&

,

) C h a n g e s  i n  C S S 8 3 4 9  ( f r o  
h a v e  n o  f i s c a l  i m p a c t .  
T h i s  f i s c a l  n o t e  i s  
a p p r o p r i a t e .  /

Phone:
Date:

269-5551
1 7 T 6 7 W

Approved by Commissioner:
Agency: Department o f  Public Safety

‘Arthur English Date:
Page L_of_L_



FISCAL NOTE
REQUEST:___________________________________________________________________________

Revision Date: __________________________  Agency A ffec ted : Public Safety
T i t l e :  An Act req u ir in g  dealers of new BRU: D iv is io n  o f  Motor Vehicles

motor vehicles to be franchised ___________________________________
Sponsor: Duncan_________________________  Component: F ie ld  Services_
R eq u e s t o r : S e n a t e  L a b o r  & C o m m e r c e  ____________________________________________ ____

EXPENDITURES/REVENUES: (Thousands o f  D o lla rs )  ( In f l a t i o n  not Included)

STATE OF ALASKA '  BILL VERSION: SB 349__________
1990 LEGISLATIVE SESSION PUBLISH DATE: __________________

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE 0  . . . . 0 0 0 0 0

FUNDING: (Thousands o f D o lla rs )

GENERAL FUND 

FEDERAL FUNDS 

OTHER/PROG RCPT 

TOTAL

0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

0 0 0 0 0 0
0 0 0 0 0 0

0 0 0 0 0 0

ANALYSIS: (Attach a separate page I f  necessary)

N eglIg lb le  f is c a l  Impact.

Phone: 269-5551
Date: " 1 7 16790'

Date: V W ° \ ^
Page 1 o f  l

o Prepa red b y : Jay N. Pul an y , D i r e c t o r
D i v i s i o n :  M o to r V e h i c l e s

Approved by Commissioner: ^ V ^ r t h u r  Enal1sh
Agency: _Deoartment o f  Public Safety_____________



D e p a r t m e n t  o f  T r a n s p o r t a t i o n  
a n d  P u b l i c  F a c i l i t i e s

POSITION 
PAPER

B I L L  N O :  SB  349

T I T L E :  A n  A c t  r e qu i r i n g  d e a l e r s  o f
n e w  m o t o r  v eh i c l e s  t o  b e  f r anch is ed .

T h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  h a s  t h e  s t a t u t o r y  
r e s p o n s i b i l i t y  f o r  m a n a g e m e n t  o f  t h e  S t a t e w i d e  E q u i p m e n t  F l e e t  (SEF). S E F  i s  
r e s p o n s i b l e  f o r  p r o c u r e m e n t  o f  n e w  r e p l a c e m e n t  e q u i p m e n t  f o r  t h e  f l e e t  i n  
o r d e r  t o  p r o v i d e  s a f e ,  r e l i a b l e ,  a n d  c o s t - e f f e c t i v e  v e h i c l e s  t o  s t a t e  a g e n c i e s .

A l t h o u g h  S E F  r e q u i r e s  b i d d e r s  t o  b e  a  " . . . f a c t o r y  a u t h o r i z e d  d e a l e r . . . " ,  t h e  
p r o p o s e d  A c t  a d d s  u n d i s p u t a b l e  a u t h o r i t y  t o  t h i s  b i d  l a n g u a g e .  T h i s  s t a t u t o r y  
a s s u r a n c e  m i n i m i z e s  t h e  p r o b a b i l i t y  o f  t h e  s t a t e  o r  i t s  c i t i z e n s  b e i n g  s o l d  
e q u i j .  . ^ e n t  b y  a  v e n d o r  w h o  h a s  n o  i n t e n t i o n  o f  p r o v i d i n g  t h e  a g r e e d  t o  a f t e r  
s a l e  w a r r a n t y  a n d  s e r v i c e .  T h i s  l e v e l s  t h e  p l a y i n g  f i e l d  f o r  a l l  v e n d o r s  a n d  b y  
d o i n g  s o ,  e n h a n c e s  t h e  f a i r n e s s  o f  c o m p e t i t i v e  b i d d i n g  i n  t h e  p u b l i c  s e c t o r  
a n d  e n s u r e s  r e s p o n s i b l e  s e r v i c e  t o  t h e  p r i v a t e  s e c t o r .

F o r  t h e s e  r e a s o n s ,  t h e  d e p a r t m e n t  s u p p o r t s  t h i s  l e g i s l a t i o n  i n  t h a t  i t  i s  n o t  
o n l y  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  S t a t e  E q u i p m e n t  F l e e t ,  b u t  i s  i n  t h e  b e s t  
i n t e r e s t s  o f  t h e  c i t i z e n s  o f  t h i s  s t a t e .


