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K O D IA K  IS L A N D  (B O R O U G H ) H O S P IT A L  
A N D  C A R E  C E N T E R

L IS T O R IC A L  P E R S P E C T IV E

Kod iak  Is land (B o rough ) H osp ita l and C are  Center has been try ing fo r  nine years to achieve 
funding fo r  a bad ly  needed modem  health care fa c ility . The State o f  A laska has not funded ru ra l 
health care fa c ility  construction fo r  the past seven years.

Du ring  this nine years, several studies have been com pleted . They have studied the needs o f  
the Bo rough , the present fac ilities, the need fo r  e ither rem odeling/additions to the present 
fac ility , o r  a rep lacement fac ility ; the p ro jected health care needs o f  K od iak  Is land Borough ; and 
the respective costs o f  rem odeling/add itions versus a rep lacement fac ility .

In  1 982 , the State o f  A laska contracted with E C I-H ye rs , A rchitects and P lanners , to study the 
existing need in the state. T he ir conclusions were that rep lacement o f  the present fac ility  would 
be the most cost e ffective methods o f  p rov id ing needed health care.

In 1985 , M ills , John &  R igdon A rchitects determ ined that the most prudent method o f  providing 
the needed health care was a rep lacement fac ility . T h e ir findings w ere that the present fa c ility ’ s 
p rob lem s in the areas o f  asbestos c on tro l, mechanical systems, a ir handling systems, tra ffic  f low , 
earthquake protection and m ultip le  code v io la tions made a rep lacement fac ility  the on ly  choice.

In  M ay o f  1986 , the Health System  Agency came to the conc lusion as the two prev ious studies: 
rep lacement is the on ly  cost e ffective  and rea listic approach to the prob lem s o f  health care 
de live ry  in K od ia k  Is land Borough .

The present fac ility  has 66  deficiencies under Federa l Codes, 19 deficiencies under the 
Handicapped C ode , 4 m a jo r deficiencies under L ife  Sa fe ty  C ode , and it does not meet the state 
requirements fo r  earthquake protection .

W hen the hospital was built in 1968 , it met the m edical needs o f  that time. Then , we had 2 ,3 0 0  
outpatient visits a year; now , we have o ve r 9 ,0 0 0 . Then , we had about 10 patients a day in the 
hosp ita l; now , we have ove r 15 a day. Then , we had one x -ray  machine; now , we need three 
machines and ou r C T  Scanner is going to have to be put in a building outside the hospital 
because there is no room  inside. Then , we h^d three lab o ra to ry  machines perfo rm ing 1 ,500  tests 
a year; now , we have five  state-of-the-art machines pe rfo rm ing  o ve r 9 ,0 0 0  tests. But we are 
still in the same bu ild ing with the same 22-yea r-o !d  mechanical, ventilation and electrical system.



The State o f  A laska appropriated $ 2 0 0 ,0 0 0  to K od iak  Is land Bo rough  fo r  planning o f  a new 
fac ility . K od ia k  Is land H osp ita l and Care Center has donated o ve r $ 2 ,0 0 0 ,0 0 0  to the Borough 
fo r  site acquisition , architect’ s draw ings and specifications, and site preparation. There are 
currently p lans, specifications and documents ready fo r  construction . D ue  to a lack o f  funding, 
the Certificate o f  Need which was granted, and ex.ended tw ice in anticipating o f  funding, has 
expired. The C e iu iV a te  o f  N eed has been resubmitted to the State fo r  review .

The K od iak  Is land Bo rough  and the C ity  o f  K od iak  have both made the replacement o f  the 
present hospita l with a new fac ility  their number one p rio rity  again this year.

T o  date, the K od iak  Is land Bo rough  and H osp ita l have spent $ 1 ,8 1 3 ,9 6 2 .0 0  in preparation fo r  
the new hospita l. T he re  is ove r $ 1 ,0 0 0 ,0 0 0  in reserves dedicated fo r  the construction o f  the new 
hospital. W e  are cu rren tly  researching the possib ility o f  a fund deve lop ing program  to fu rther 
assist ourse lves and the state in p rov id ing the necessary health care fo r  ou r borough.

Over the nine years o f  waiting, we have spent large sums o f  m oney studying the prob lem  and 
developing the most econom ica l so lu tion and the p lans and specifications to implement the 
replacement fac ility . T he  delays have increased the cost o f  construction , through in fla tion  and 
increasing techno logy, from  $ 1 1 ,5 0 0 ,0 0 0  in 1982  to $19  m illio n  in 1991 . These are costs that 
are d irectly  bom  by  the hosp ita l, bo rough , citizens and State o f  A laska.



K O D I A K  I S L A N D  H O S P I T A L  R E P L A C E M E N T  

C O S T  E S T I M A T E

1. N e w  C o n s t r u c t i o n  $ 1 4 , 0 0 0 , 0 0 0

2. S i t e  W o r k  4 8 4 , 5 0 0

3. S i t e  A c q u i s i t i o n  4 9 5 , 0 0 0

4. L a n d s c a p i n g  2 5 0 , 0 0 0

5. M e c h a n i c a l  B a l a n c i n g  4 0 , 0 0 0

6. M o v a b l e  E q u i p m e n t  4 5 0 , 0 0 0

7. A r c h i t e c t u r a l / E n g i n e e r i n g  F e e s  1 , 2 0 0 , 0 0 0

8. S i t e  S u r v e y / S o i l s  & M a t e r i a l s  T e s t i n g  5 0 , 0 0 0

9. S p e c i a l  I n s p e c t i o n s  4 2 , 0 0 0

10. A d m i n i s t r a t i v e  E x p e n s e  2 5 0 , 0 0 0

11. C o n t i n g e n c y  l .738 f 500

T O T A L  P R O J E C T  C O S T  (1991) $ 1 9 , 0 0 0 , 0 0 0

L O C A L  F U N D I N G  $ 4 , 0 0 0 , 0 0 0

B A L A N C E  R E Q U E S T E D  F R O M  S T A T E  O F  A L A S K A  $ 1 5 , 0 0 0 , 0 0 0



A l a s k a  H o s p i t a l s  a n d  N u r s i n g  H o m e s  

C e r t i f i c a t e  of  N e e d  I n f o r m a t i o n 1 

for the

S e n a t e  S p e c i a l  C o m m i t t e e  o n  H e a l t h  C a r e  F a c i l i t y  A s s e s s m e n t

K e t c h i k a n  _Generfll_ilQSDitfll a n d  Island. V i ew. M a n o r  $17.0 - $ 1 9.3 

M i l l i o n

A  C e r t i f i c a t e  o f  N e e d  was i s s u e d  o n  J u n e  15, 1990 to K e t c h i k a n  
G e n e r a l  H o s p i t a l  a n d  I s l a n d  V i e w  M a n o r  a u t h o r i z i n g  a m a x i m u m  
c a p i t a l  e x p e n d i t u r e  of $ 1 7 , 8 0 0 , 0 0 0  for a s i n g l e  p h a s e d  p r o j e c t  a n d  
t h e  a l t e r n a t i v e  a m o u n t  of $ 1 9 , 3 0 0 , 0 0 0  f o r  a t h r e e  p h a s e d  p r o j e c t .  
A  t h r e e  p h a s e d  a p p r o a c h ,  e v e n  t h o u g h  m o r e  e x p e n s i v e ,  was a p p r o v e d  
as a v i a b l e  a l t e r n a t i v e  in t h e  e v e n t  t h a t  p r o j e c t  f u n d i n g  w a s  n o t  
a c h i e v e d  in  a s i n g l e  lu m p  sum. T h e  C e r t i f i c a t e  of N e e d  a u t h o r i z e s  
t h e  c o r r e c t i o n  o f  all l i f e / s a f e t y  c o d e  v i o l a t i o n ,  r e m o d e l  a n d  
e n l a r g e  o u t p a t i e n t  and a n c i l l a r y  s u p p o r t  areas, a b e d  c a p a c i t y  of 
39 a c u t e  c a r e  b e d s  and 35 l o n g - t e r m  c a r e  bed, and no c h a n g e  in  
s e r v i c e s  o f f e r e d .  The C e r t i f i c a t e  o f  N e e d  e x p i r e s  o n  J u l y  30, 
1995. T h e  C i t y  of K e t c h i k a n  c u r r e n t l y  has no funds to c o m p l e t e  
this p r o j e c t .

Sew acd . G e n g ra l_ I iQ s p it aJL^-_.$9,, 5 M i l l i o n

A  C e r t i f i c a t e  of N e e d  was f i r s t  i s s u e d  t o  S e w a r d  G e n e r a l  H o s p i t a l  
f or a r e m o d e l i n g  a n d  r e p l a c e m e n t  p r o j e c t  in M a y  of 1985, a n d  w a s  
m o d i f i e d  o n  S e p t e m b e r  9, 1989, t o  r e d u c e  t h e  a u t h o r i z a t i o n  f r o m  
$10.5 m i l l i o n  to $9.5 m i l l i o n .  T h e  C e r t i f i c a t e  o f  N e e d  a u t h o r i z e s  
r e m o d e l i n g  in  t h e  e x i s t i n g  b u i l d i n g  a n d  a r e p l a c e m e n t  p r o j e c t .  
T h e  r e p l a c e m e n t  p o r t i o n  of t h e  p r o j e c t  w i l l  c o n s i s t  of n e w  
c o n s t r u c t i o n  o n  a site a d j a c e n t  t o  t h e  e x i s t i n g  h o s p i t a l .  T h e  
p r o j e c t  w i l l  i n c l u d e  no m o r e  t h a n  t e n  d o u b l e  r o o m s  f o r  a c u t e  
p a t i e n t  c a r e  a n d  i n v o l v e s  no  c h a n g e  i n  s e r v i c e s  c u r r e n t l y  a t t e n d e d  
b y  t h e  f a c i l i t y .  T h e  C e r t i f i c a t e  o f  n e e d  e x p i r e s  o n  A p r i l  30, 
1994.

1 T h e  a m o u n t s  s u p p l i e d  in  th i s  r e p o r t  are o n l y  the a m o u n t s  
a u t h o r i z e d  b y  C e r t i f i c a t e  of N e ed. T h e  C e r t i f i c a t e  of n e e d  
r e g u l a t i o n s  a l l o w  for 15% i n c r e a s e  in c o s t  a b o v e  i n f l a t i o n ,  
b e f o r e  a d d i t i o n a l  C e r t i f i c a t e  o f  N e e d  a p p r o v a l  is r e q u i r e d .  
As a r e s u l t  the a c t u a l  a m o u n t s  n e e d  b y  h o s p i t a l s  m a y  be  
g r e a t e r  then wh a t  is l i s t e d  in th i s  report. F o r  a c t u a l  
a m o u n t s  needed, it is s u g g e s t e d  t h a t  the i n d i v i d u a l  h o s p i t a l s  
b e  c o n t a c t e d .



K o d ia k  is la n d - H Q a p i f c a l  - .Co st-U n kn o w n

A  C e r t i f i c a t e  o f  M e e d  was g r a n t e d  to K o d i a k  I s l a n d  H o s p i t a l  in 
A u g u s t  of 1986 f o r  a r e p l a c e m e n t  f a c i l i t y  at a c o s t  of up to $ 18.2 
m i l l i o n .  U p o n  c o m p l e t i o n  of t h e  d e s i g n  p h a s e  o f  the pro j e c t ,  t h e  
e s t i m a t e d  c o s t  h a d  g o n e  u p  to $ 2 2 . 8  m i l l i o n .  T h e  H o s p i t a l  
A d m i n i s t r a t i o n  w a s  v e r y  d i s p l e a s e d  w i t h  the h i g h  c o s t  o verrun. In 
a d d i t i o n ,  t h e  H o s p i t a l  A d m i n i s t r a t i o n  w a s  v e r y  d i s p l e a s e d  w i t h  t h e  
a r c h i t e c t u r a l  p l a n s ,  f e e l i n g  th a t  i n  a d d i t i o n  to b e i n g  v e r y  
e x p e n s i v e ,  t h e y  w e r e  not v e r y  e f f i c i e n t  o r  e f f e c t i v e .  K o d i a k  
I s l a n d  H o s p i t a l  w a s  g r a n t e d  2 e x t e n s i o n  to t h e i r  C e r t i f i c a t e  of 
Need; t h e  l a s t  of  w h i c h  e x p i r e d  on  A u g u s t  25, 1990. The H o s p i t a l  
A d m i n i s t r a t i o n  has d e c i d e d  t h a t  the p r e s e n t  a r c h i t e c t u r a l  p l a n s  a r e  
t o o  e x p e n s i v e ,  as w e l l  as i n e f f i c i e n t ,  a n d  are s t a r t i n g  o v e r  on  t h e  
d e s i g n  p h a s e .  T h e r e f o r e ,  K o d i a k  I s l a n d  w i l l  b e  s u b m i t t i n g  a n e w  
C e r t i f i c a t e  of N e e d  a p p l i c a t i o n  for a r e p l a c e m e n t  facility. T h e y  
a r e  p o s s i b l y  g o i n g  t o  p u r s u e  a "desigri-build" a p p r o a c h  r a t h e r  t h a n  
a t r a d i t i o n a l  d e s i g n  pr o c e s s ,  in a n t i c i p a t i o n  t h a t  t h i s  w i l l  s a v e  
a s i g n i f i c a n t  a m o u n t  of money. A n  i n f o r m a l  c o n v e r s a t i o n  w i t h  t h e  
H o s p i t a l  A d m i n i s t r a t i o n  i n d i c a t e d  that an i n i t i a l  g u ess e s t i m a t e d  
t h e  r e p l a c e m e n t  c o s t  w i t h  a d e s i g n e r  b u i l d  a p p r o a c h  at 
a p p r o x i m a t e l y  $12 - $14 m i l l i o n .

D e n a l i  N u rs in g -H o m e

A s  r e p o r t e d  in t h e  p r e s s  la s t  y ear, D e n a l i  N u r s i n g  H o m e  in 
F a i r b a n k s  is in a v e r y  d e t e r i o r a t e d  c o n d i t i o n  w i t h o u t  s u f f i c i e n t  
funds to e n s u r e  r e m e d y  to t h e s e  p r o b l e m s  a n d  a s s u r e  o n g o i n g  
o p e r a t i o n s .  T o t a l  s c o p e  of t h e  p h y s i c a l  p l a n t  n e e d s  a n d  c o s t s  a r e  
u n k n o w n .  T h e y  h a v e  al s o  t a l k e d  a b o u t  p o s s i b l y  r e p l a c i n g  t h e  
b u i l d i n g .  L a s t  y e a r  t h e y  i n d i c a t e d  t h a t  $8.2 m i l l i o n  w o u l d  b e  
n e e d e d  for r e p l a c e m e n t .  No C e r t i f i c a t e  of N e e d  has b e e n  a p p l i e d  
for.

W e s l e v a n  N u r s i n g . H o m e  S3 .83 M i l l i o n

A  C e r t i f i c a t e  o f  N e e d  w a s  i s s u e d  in 1985 f o r  $3.83 m i l l i o n  to 
W e s l e y a n  N u r s i n g  H o m e  in Seward. T h e  a c t i v i t i e s  a p p r o v e d  i n c l u d e d  
t h e  c o n s t r u c t i o n  o f  a n e w  w ing, a n d  e x t e n s i v e  r e n o v a t i o n s ,  w i t h  no 
c h a r g e  in  t h e  l i c e n s e d  c a p a c i t y  of 66 beds. T h e  C e r t i f i c a t e  of  
N e e d  e x p i r e d  i n  M a y  1, 1990. U n d o u b t e d l y ,  t h e  c o s t  f o r  t h e s e  
a c t i v i t i e s  has r i s e n  d u e  t o  i n f l a t i o n .  T h e  la s t  i n f o r m a t i o n  
r e c e i v e d  f r o m  W e s l e y a n  i n d i c a t e d  t h a t  t h e  c o s t  has g o n e  u p  to  $ 4 . 4 5  
m i l l i o n .

U n a l a s k a _ H e a l t h  C l i n i c / I n f i r m a r y

O v e r  t h e  p a s t  f e w  ye a r s ,  U n a l a s k a  has s o u g h t  h e l p  to u p g r a d e  a n d  
e x p a n d  t h e i r  h e a l t h  facility. The l a t e s t  r e q u e s t  i n d i c a t e d  a n e e d  
f o r  a p p r o x i m a t e l y  $4.5 to $5.0 M i l l i o n .  T h e  n e e d  is b a s i c a l l y  f o r  
a t r a u m a  c a r e  c e n t e r .  As p r o p o s e d  th i s  w i l l  not be  s u b j e c t  to 
C e r t i f i c a t e  of N e e d  r e v i e w  as it d o e s  n o t  m e e t  t h e  d e f i n i t i o n  of 
a h e a l t h  c a r e  f a c i l i t y  set o u t  in t h e  C e r t i f i c a t e  of N e e d  st a t u t e .



A  C e r t i f i c a t e  o f  N e e d  a p p l i c a t i o n  is a n t i c i p a t e d  to r e p l a c e  the 
c u r r e n t  162 b e d  s t a t e  m e n t a l  h e a l t h  h o s p i t a l ,  t h e  A l a s k a  
P s y c h i a t r i c  I n s t i t u t e  (API). In FY  91, t h e  G o v e r n o r  r e q u e s t e d  
f u n d s  to c o n t i n u e  p l a n n i n g  a n d  u n d e r t a k e  C e r t i f i c a t e  of N e e d  
p r o c e s s e s  t o  r e p l a c e  API. T h i s  w a s  n o t  f u n d e d  i n  F Y  91 b u t  w i l l  
be  r e q u e s t e d  a g a i n  in  F Y  92. API is in a b a d l y  d e t e r i o r a t e d  
c o n d i t i o n  a f t e r  28 p l u s  y e a r s  of c o n t i n u o u s  o p e r a t i o n .  M e c h a n i c a l ,  
e l e c t r i c a l ,  p l u m b i n g ,  b u i l d i n g  a n d  o t h e r  s y s t e m s  h a v e  o r  are 
failing. R e p a i r ,  r e n o v a t i o n  and o n g o i n g  s t a f f  a n d  p a t i e n t  s a f e t y  
is p o t e n t i a l l y  c o m p r o m i s e d  b y  the l a r g e  a m o u n t  of a s b e s t o s  
c o n t a i n e d  b e h i n d  w a l l s  a n d  a b o v e  c e i l i n g s .  E s t i m a t e d  r e p l a c e m e n t  
c o s t  in 1989 was $ 7 0 . 8  m i l l i o n .

B a r t l e t t . M e m o r i a l  H o s p i t a l s  6 M i l l i o n

B a r t l e t t  M e m o r i a l  H o s p i t a l  i n  J u n e a u  r e c e i v e d  a C e r t i f i c a t e  of N e e d  
in 1986 a p p r o v i n g  a n  e x p e n d i t u r e  of $ 11.2 m i l l i o n  for e x t e n s i v e  
r e n o v a t i o n s .  T h e s e  r e n o v a t i o n  w e r e  m o s t l y  c o m p l e t e d ,  but t h e  
H o s p i t a l  A d m i n i s t r a t o r s  has i n d i c a t e d  t h e y  w o u l d  l i k e  to m o d i f y  t h e  
C e r t i f i c a t e d  of N e e d  to a l l o w  for a n  e x p e n d i t u r e  of a n o t h e r  $6 
m i l l i o n  for a d d i t i o n a l  r e n o v a t i o n s .

A la s k a  P s y c h i a t r i c
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Ensuring access to and availability of care is an important planning responsibilty 

of the State of Alaska. The needs for and adequacy of health care facilities, 

manpower, services and equipment are all important considerations in determining 

an appropriate health care delivery system for Alaska.

With the support of a 1981 legislative appropriation, the Department of Health

and Social Services has conducted an inventory of 15 rural hospitals and nursing

homes and a survey of more than 200 clinics in the State to assess their physical

plant condition and functional adequacy. This report describes the inventory

design and process, the findings, and alternative construction funding sources.

In a separate effort, the Department surveyed all health clinics in the State

and has provided an initial report on the needs for clinic construction to the
*

legislature.

Information provided in these reports is intended to serve as a guide in determining 

an appropriate level of State support for health facility construction, since the
I

number and size of construction aid requests and/or appropriations are increasing 

each year. Cost estimates are provided to outline the dimension of-constructicn 

need, but cannot be interpreted as a recommended level of State support.

I. HEALTH FACILITY INVENTORY DESIGN AND IMPLEMENTATION

The Need for a Health Facility Inventory

The Department of Health and Social Services has become increasingly aware that 

many health care facilities, particularly rural hospitals and nursing homes,
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are 1n need of renovation or replacement. This awareness has sharpened as the 

Department fulfills its responsibilities for review and approval of facility 

construction plans, for issuing construction licenses, for annual operational 

licensure surveys, for certification for Medicare and Medicaid reimbursement 

and 1n analyzing applications for certificate of need. Knowledge that there ’ 

were significant needs for upgrading facilities was accompanied by an awareness
* • I. . *4 ,f,

that many communities were.unable to undertake hospital or nursing home renova­

tions because the community's economic base could not support the total costs./ 

The Department initially outlined its concerns related to health facility 

construction and operation in a 1981 report to the Legislature on health facility 

revenue sharing.

Designing the Inventory

As a result of an appropriation by the 1981 Legislature to inventory health 

facilities, the Department defined its scope as those rural hospitals and 

nursing homes designated as Level III facilities in the State Health Plan.

This designation includes communities with sufficient population and health 

care services, manoower, equipment and facilities to provide basic hospital
i

services and long term care services. The inventory was limited to these 

communities because construction, licensing and certification staffs had 

identified major deficiencies in these facilities which communities had been 

unable to correct. These deficiencies included:

- Building, fire and life safety code violations;

- Lack of adequate mechanical ventilation to patient care areas;

- Mechanical and electrical inadequacies resulting from acquisition 

and use of modern equipment which places higher demands on original 

mechanical and electrical systems;



- Structural constraints which inhibit facility flexibility to respond 

to changes in health care practices, patterns of use, medical 

technology and community attitudes;

- Space shortages resulting from increased complexity of Information 

processing and records storage requirements:

-- Space shortages resulting from more medical equipment;

- Storage shortages related to greater use of disposables rather than 

• reusaable items.

Changes in service area populations (growth or decreases) modifying 

needs for space.

To determine interest in participating in the survey, the Department contacted 

all rural hospitals and nursing homes to advise them of the survey and to 

request their participation. Anchorage and Fairbanks hospitals were not 

included as they are not considered rural facilities and were not
i

experiencing code compliance correction issues faced by rural facilites.

For-profit facilities such as Nakoyia Health Care Center in Anchorage and 

Care age North in Fairbanks were also excluded since they are not eligible 

for State assistance. All rural hospitals and nursing homes elected to 

participate in the inventory with the exception of Valley Hospital in 

Palmer, since financing had been secured for renovation/replacement of the 

facility and project design was in progress. Sitka Community Hospital also 

declined to participate since construction of a replacement facility was underway.

 .----------------------------------------------

-3-



Once the listing of facilities to be inventoried had been finalized, the 

Department of Health and Social of Services issued a Request for Proposal 

to architectural firms for the completion of an on-site inventory and evaluation 

survey of fifteen rural health care facilities in the State.

The purpose of the survey is two-fold: 1) to develop a detailed record

of the current condition of each subject facility, emphasizing physical 

condition and functional adequacy; and, 2) based on an analysis of those 

current conditions and any anticipated future developments (expressed in 

long-range plans, and certificate of need applications, for example), to formulate 

recommended activities for the correction of noted deficiencies and provide 

preliminary cost estimates for the recommended activites.

The inventory and condition survey was organized into three basic phases:

Phase One: Pre-inventory Activity

The first phase consisted of pre-inventory activity including:

- preparation of request for proposals
I

- selection of architectural firm

- initial consultation with selected firm

- collection and review of available documents/plans

- confirmation of site visit schedule

- development of forms and questionnaires

- final coordination meeting between architectural firm and DHSS

Conducting the Inventory
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Phase Two: On-site Inventory

The second phase included all the on-site inventory activity. To accomplish 

this portion of the work in the limited time available, two survey teams were 

formed, each with a hospital systems planner, an architectural investigator, 

a mechanical investigator, and an electrical investigator. The facilities 

surveyed were divided into an eastern region and a western region with one 

survey team assigned to each region. Pre-determined survey formats were used 

to assure consistency between the two regions.

Each site survey consisted of the following steps:

Document Review:

Examination of existing documents including plans, code reviews, per­

tinent facilities board actions, pending physical plant changes,

fire marshal reports, licensing agency recommendations and long-range 

pians.

Staff Interview:

An interview session including representatives from the facility's 

administration and medical staff (as deemed appropriate by the facility1 

administrator).

Facility Examination:

The survey team inspected all portions of the facility to gather first­

hand information on all systems. Standardized forms and checklists 

were used to assure thorough investigation and standardized reporting. 

Field notes were used to itemize deficiencies riot covered by the stand­

ardized forms and checklists.



A fina'i meeting was held with the facility's administrator Lo communi­

cate the results of the facility examination, preliminary findings of 

the team, and to discuss the nature of the report.

Phase Three - Evaluation of Reports

The third phase af the inventory and condition survey included the evaluation 

of collected data, and preparation and submission of draft reports. The 

Health Resources Development Section of the Division of State Health Planning 

and Development, DHSS analyzed several drafts and worked with the consulting 

architectural firm toward the completion and printing of the report.

II. OVERVIEW OF SURVEYED FACILITIES

During its evaluation of the physical facilities of each hospital/nursing home 

the architectural team discovered a number of serious deficiencies. Generally, 

the deficiencies result from advances and changing techniques in the medical 

field, coupled with more stringent building, fire and life safety codes which ■ 

have been adopted over the years since construction of the facilities. Space 

and flexibility limitations in the facilities were also judged to be important 

deficiencies and were considered in arriving at the recommendations for 

corrective measures.

The majority of nursing units were found to lack required electrical capacity, 

mechanical ventilation systems and nurse call systems. Surgical units

Final Meeting:



in some hospital facilities were found not to meet minimum area requirements 

and to be poorly ventilated. Often the surgical areas were laid out in a 

manner providing undesirable circulation patterns which created cross­

contamination problems.

Advanced laboratory and treatment equipment 1s increasingly being placed in 

service at the facilities. Usage of the radiology and laboratory units of 

the facilities is also increasing. These areas require large amounts of 

mechanical and electrical service to accommodate these increases. Most of 

the facilities surveyed were drastically short on space in these areas.

Most of the older facilities provide insufficient waiting areas for outpatients, 

causing the use of corridors, foyers, and other access areas for waiting 

areas. These conditions result in Life Safety Code violations.

Many facilities have found it necessary to store medical equipment in corridors 

due to the lack of storage space, thus compounding circulation problems.

New obstetrical practices such as "birthing rooms" and "rooming in" have 

become popular in recent years causing changes in space requirments for

i
obstetrical areas.

Administration areas in most facilities are cramped, with records storage 

space lacking. As these-facilities convert to the u;e of computerized data 

storage systems, this problem will increase due to the sophisticated 

mechanical and electrical requirements for this equipment. Retrofitting'most 

facilites.to handle this type of equipment will be costly and difficult.j

Bringing some of the surveyed facilities into compliance with the governing
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mechanical and electrical codes 1s expected to be more costly than new 

construction. This is due, In part, to a lack of physical space 1n which to 

Install the required systems. Examples of this are:

The existence of concrete floor siab-on-grade construction, where the 

floor would have to be removed to Install new plumbinq or mechanical 

systems; and,

Buildings that have little or no space between ceilings and the roof 

framing for the installation of mechanical systems.

Although, in some instances the report recommends facility replacement based 

upon the conclusion that it would not be cost-efficient to attempt to bring 

the facility up to current hospital construction standards by remodeling or 

renovation, many of those facilities may still be useful for non-hospital 

programs.

The reports do not recommend the correction of noted deficiencies when the 

costs involved appear to outweigh the benefits. In such instances replacement 

is suggested. In other instances the reports recommend immediate remedial 

actio"n to correct hazards even though the final conclusion is for replacement 

of the facility.

III. PRIORITIZATION OF SURVEY FACILITIES

i

In conducting the inventory and evaluation study of the fifteen hospitals 

and long-term care facilities, the architectural consultants identified six 

facilities which are in greater need of immediate attention than others, due
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to their more severe physical and functional deficiencies.- To arrive at a 

ranking of all surveyed facilities based upon relative need for construction 

to correct noted deficiencies, the Department assembled a committee to review

the report. This committee consisted of one member of:
»

The Alaska Medical Facility Authority;

The Alaska State Hospital Association 

Southeast Alaska Health Systems Agency, Inc;

South Central Health Planning and Development, Inc.;

The Medical Care Advisory Committee, and 

The Statewide Health Coordinating Council.

The ranking provided by this committee was based only upon the relative 

severity of all physical and functional deficiencies found at each facility 

and did not consider other factors such as facility utilization or population 

trends: The committee ranking was as follows:

1 .

2 .

3.

4 . 

6 .

7.

8 . 

9.

10 .

11 .

1 2 .

Cordova Community Hospital and Long-Term Care Facility 

Petersburg General Hospital and Long-Term Care Facility 

Seward General Hospital

Kodiak Island Hospital and Long-Term Care Facility 

Wesleyan Nursing Home 

Wrangell General Hospital

South Peninsula General Hospital and Long-Term Care Facility

Ketchikan General Hospital and Island View Manor

Central Peninsula General Hospital

Bartlett Memorial Hospital

Valdez Community Hospital



13.) St. Ann's Nursing Home

14.) Norton Sound Regional Hospital

To develop a construction plan for addressing the need for correcting the noted 

deficiencies, the Department considered the recommendations given in the 

report and the recommended ranking provided by the review committee in light 

of factors other than physical characteristics such as occupancy rates, • 

population trends, accessibility, and alternative sources of health care.

The construction plan (attached as an appendix) recognizes the need for an orderly 

progression for each facility on a year to year basis from preparation of 

long-range planning to design and then to construction. The plan also 

recognizes the fact that some of the facilities have completed the planning 

phase or design phase and are prepared to proceed with the correction of 

deficiencies. For these reasons the construction plan is not entirely consistent 

with the prioritized listing which was based only upon the severity of deficiencies. 

The plan also spreads the estimated costs for planning and construction over 

a five year period.

For some facilities the consultants report provided estimated costs for '

correcting deficiencies. For other facilities where estimated costs were 

more difficult to assess the report recommended long-range planning before 

establishment of cost estimates. Readers of this report should note that 

the estimated costs have been proposed without the benefit of detailed long-range 

planning and should only be viewed as guidelines. The costs shown in the 

report and construction plan are estimated 1982 values without projection 

for inflation and do not include other project costs such as fees, equipment, 

or site acquisition. More accurate figures have been presented for the Petersburg 

facility since that- facility is nearing the end of the design phase.

i n



The estimated costs shown are provided as a guideline 1n determining the

dimensions of a given community’s need. No estimates have been made or Indeed 

can he made from this Inventory as to the level of State assistance appropriate 

to any one community.

The.construction plan emphasises the need for long-range planning prior to construc­

tion. The consultant report Indicates that sufficient long-range planning 

was not done before construction of several of the facilities surveyed. The 

Department recommends a requirement for formal long-range planning for those 

facilities which have not begun or have not have adopted a long-range plan 

before any State funding 1s provided. One Important aspect of long-range 

planning ■'s to identify possible future expansion and thereby, avoid "boxing 

1n" service areas which can reasonably be expected to require more space in 

future years. Long-range planning and State policy development should also consider 

both Pioneers and non-Pioneers requiring long-term nursing care. The expected 

growth of the age group of Alaskans eligible for Pioneer services, which include 

skilled nursing care, make this an important consideration.

i

IV. ALTERNATIVE SOURCES OF CONSTRUCTION FUNDS

Possible sources for construction funds are limited and apparently do not 

meet the needs of most of the surveyed facilities. Existing sources are:

Revenue Sharing

Under AS 29.90 municipalities or other hospital or nealth facilities sponsors 

may receive reimbursement for up to 25% of total project costs. .This.partial' 

reimbursement is avail able'only to those facilities’which have successfully 

secured financing and have completed a health facility construction project.

Most rural facilities do not have the capacity for debt required to secure



financing for completion of a facility. For this reason access to the partial 

reimbursement is essentially denied to those facilities.

Alaska Medical Facility Authority

Under AS 18.26 medical facilities may apply to the Alaska Medical Facility 

Authority for State backing relative to the sale of tax-exempt bonds for the 

purpose of financing medical facility construction. One project has been 

financed through this program to date -- a 1978 Fairbanks Memorial Hospital 

expansion project in the amount of approximately $12 million. Alaska Hospital 

and Medical Center, Anchorage, is presently working with the Authority for the 

refinancing of that facility and the acquisition of the adjacent professional 

office building.

One determination which the Authority must make before bonds may be issued 

under this statute is that the lease or operator agreement for the medical 

facility being financed by that issue is at least sufficient to meet all 

obligations in connection with the lease or operator agreement, including all 

costs necessary to service the bonds, fhl’s prerequisite essentially disallows / 

use of the program by rural facilities, most of which do not have more than aj , 

^minimal capacity for servicing bonds.

Federal Funding

l *

Federal funding for health facility construction provided under the Hillf* 

j Burton program ,1s no longer.avallable.

Congress has approved a program which may provide construction funds for the 

purpose of converting existing hospitals and long-term care facilities to



other uses. The Intent of this program 1s to provide for an orderly closure 

of an unneeded hospital or long-term care facility. This program has not 

been funded and would not serve the needs of Alaskan facilities which are 

seeking funds for renovation or replacement.

The only Federal funds which are available for health facility construction 

are esentially limited to construction or renovation of Federally owned 

facilities such as Public Health Service hospitals or Veterans hospitals.

Municipal or Borough Bonds

The issuance of municipal or borough bonds is a possible source of funds'for 

community hospitals. Most of the surveyed facilities are, however, located 

in municipalities or boroughs which do not have the bond capacity necessary 

to meet more than a portion of estimated construction costs.

Direct Legislative Funding

Direct legislative funding through the sale of bonds or from general funds 

•has been an important source of State support for health facility construction, 

particularly for rural facilities. There are, however, several problems 

which may result from a direct legislative appropriation to a named recipient. 

This method of funding has provided excess funding in some instances, and 

insufficient funding in other instances, since, under this method, funding 

levels are necessarily set before reliable cost estimates are available. An 

excess of funds Usually results in additions to the original building concept 

such as additional administrative space, another operatory or another feature 

which may not be essential. Insufficient funding either causes delays



In project construction, Incomplete projects, or the construction of 

a facility which Is reduced in scope from the original design.

Conventional Loans

Conventional loans from lending institutions may be another source of 

construction dollars for hospitals; however, lending institutions usually 

have more stringent requirements and higher interest rates than previously 

.mentioned alternatives. ,

V. DETERMINING A STATE ROLE IN HEALTH FACILITY CONSTRUCTION

The question of the appropriate state role in assisting construction needs of 

existing facilities is a complex one. This report has noted that the State 

and Federal Government have previously had roles in establishing and/or 

assisting with the construction of many health care facilities. With the 

discontinuation of Federal funds which had previously supported construction 

of health care facilities, the State's role has become less clear and in need 

of further exploration and definition. Regardless of the extent of the 

State's role, the fact remains that many of Alaska's health care facilities, 

which are deemed to be needed facilities by virtue of access to the services 

they provide, are in need of renovation, modernization or replacement in 

order to continue to make quality health care reasonably accessible to Alaskans 

as well as to the many visitors to this State,

Health facility construction funding is presently limited to the aforementioned 

alternatives. The likelihood of Federal assistance for which Alaska facilities 

would be eligible any time in the :.ear future is remote. Healthjfacijity j 

construction need not be bound by current programs if it is determined that
-•*•••4 k. . .  * « • - * - ~  — —  *
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'the State has a role 1n assisting with systematic health facility"upgrad1ng 

and construction.



Two legislative proposals address the need for a statutorily established 

health facility construction program. House Bill 844 and the Identical 

Senate Bill 782 pose one possible format for a program adresslng health 

facility construction. These bills woulo create a fund within the Department 

of Health and Social Services for plant improvements and maintenance at 

rural health facilities. The bills provide that the Statewide Health Coordinating 

Council will make recommendations to the Commissioner of the Department of Health 

and Social Services as to the prioritization of projects. Under these 

bills the priorization of projects would be based upon:

1) The condition of the existing physical plant of a rural health

facility (as determined by an annual inventory prepared by the

Department of Health and Social Services);

2) The ability of the rural health facility to continue to provide

quality health services;

3) The need in the community for additional services; and

4) The ability of the rural health facility to meet current licensure ' 

standards.

Although the concept of providing state assistance to rural health facilities 

as outlined in these bills appears valid, the bills do have some shortcomings.

The bills apparently provide for total State funding of construction of ' ----
, »• 1   ................

rural health facilities. It can be argued that the State has a responsibility 

for ensuring access to quality health care facilities by its citizens by providing



grant funds when other sources of funding are non-existent or insufficient; 

however, the Department does not believe the State has a responsibility to 

totally fund health Vicility construction. Some level of local support'for 

health facility construction 1s essential.

The Department has historically supported the establishment of a formalized 

health facility construction program in Alaska to better guide the allocation ' 

of limited resources. The completed rural hospital and nursing home 

inventory and condition survey and the committee's review comments described 

in this report are viewed as the first step in the development of a systematic 

approach to state assistance for health facility construction. Such an 

approach should include the following components as well:

- a Statewide Medical Facilities Plan

- certificate of need review

- a funding mechanism

- construction progress assessments

A proposed format and discussion of these components follows:

Statewide MedicaT Facilities Plan

A hospital construction assistance program should be based upon a Statewide 

Medical Facilities Plan which sets out the future needs for medical facilities 

in the State. This plan may be included as a part of the State Health Plan
i

prepared on a regular basis by the Department of Health and Social Services and 

Statewide Health Coordinating Council. The purpose of the Statewide Medical



Facilities Plan would be to orderly set forth and prioritize the need for 

construction of health facilities. The format of such a plan should be 

determined by the Department of Health and Social Services; however, the 

development and approval of the plan would involve the individual hospital, 

the Statewide Health Coordinating Council, the Alaska State Hospital Association, 

the State Health Planning and Development Agency, and the health systems 

agencies or successor organizations. To provide a data base for the plan, 

each facility would be requested to submit, on a voluntary basis, a long-range 

plan. The long-range plan would, at a minimum, anticipate the facility's 

program needs and construction needs for the current year and the next five 

years. These institution-specific plans would be included and prioritized 

in the Statewide Medical Facilities Plan by the Division of State Health 

Planning and Development and approved by the Statewide Health Coordinating 

Council (SHCC). In its consideration for approval of the Statewide Medical 

Facility Plan the SHCC would consider public input, certification and licensure 

reports, the State Health Plan, and other pertinent information.

Funding Mechanism

i

the funding mechanism should allow sufficient flexibility to permit non-grant 

financing to be used in conjunction with grant funds. Planning and design of 

a hospital construction project should be completed to the degree necessary 

to establish reliable construction cost estimates before construction funding 

levels are determined. The mechanism might also serve to reduce the inaccuracy 

of funding levels by providing separate allocations for 1) planning and 

design, and 2) construction. Although some adjustments to cost estimates 

will occur during construction .chis method of determining funding levels



will reduce the excess funding and funding shortfalls which have resulted 

from current methods of funding hospital construction.

fhe first step in any building program is the perception that a need exists. 

Typically, the perception of the need for a building program results from 

observable facility Inadequacies: The facility is too small, too old, does

not provide sufficient space for a recently perceived need such as birthing 

room, long-term care rooms, ultra-sound services, for example. As such, the need 

' for a building program 1s generally perceived on a local level by physicians, 

facility staff, the community served by the facility and is subsequently brought 

before the facility's board of directors for approval. The State may point 

out the need for a building program as a result of licensure or architectural 

surveys; however, it is essential that the people who work in the facility

and are served by the facility be involved in the development of a solution

to an identified need If the solution is to be acceptable.

Once a need has been perceived, active planning begins with a need survey and

feasibility evaluation. The work required by the need sur/ey will depend upon

the specific points of the perceived need. If the perceived need is to meet ' 

a code requirement, the need survey may simply be a statement of the facts.

If the perceived need is for a new facility, the need survey would be more 

extensive, identifying what services the community desires, what services may 

reasonably be offered in the community, and workloads for those services.

The most important point to determine with the need survey is whether the
t

perceived need is an actual need.
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Certifica te  o f Need Review

The certificate of need review is essential to any process whereby State 

funds are provided for hospital and nursing home construction. It 1s this 

review which offers a safeguard against the proliferation of health care 

beds, avoids unnececessary duplication of facilities, and gives assurance 

that the size and cost of facilities are reasonable.

The above noted need survey and feasibility evaluation are the major 

components of a certificate of need application. A positive indication by 

the need survey and feasibility evaluation usually result in the issuance of a 

certificate of need approving the requested construction project. (When a 

negative indication results from the need survey or feasibility study the 

facility's board generally does not proceed with the submission of an applica­

tion for a certificate of need. As such, few certificate of need applications 

are disapproved.)

Where construction of a health facility is proposed the certificate of need 

review addresses considerations such as:

1. The relationship of the project to the State Health Plan;.

2. The relationship of the proposed project to the long-range 

plan of the facility;

3. The relationship of the proposed project to the Health Systems 

Plan and Annual Implementation Plan of the Health Systems Agencies;



4. The need of the population to be served served by the facility;

5. The availability of less costly or more effective alternative 

methods of meeting the needs of the area to be served by the facility;

6. The immediate and long-term financial feasibility of the 

proposed facility;

7. The relationship of the facility to other existing health 

care facilities in the area;

8. The availabiltiy of resources including health manpower, 

management personnel and the availability of funds needed 

for construction or those funds needed for operating costs;

9. The probable impact of the construction project on the cost 

of providing health services to the citizens to be served.

Level of State Assistance -

Assuming certificate of need approval, one major decision regarding a proposed

I
health facility project would remain: the appropriate level of state assistance

for the project. The appropiate level could be determined in a simple and 

straight forward manner by the provision of a ratio of State assistance to 

local assistance, such as 70ft State funding and 30ft local match. [Obviously 

several• varlat 1 oris 1 h''the^rSTp.'are possJbTet; An important consideration. . . .   ̂iA* ‘i *.' k A .J * i  ̂* *in'trie ratio, are poss_if',"1'M 

which this simple, formula would overlook is the capability of the community

served to provide the matching funds. The discontinued Federal Mil 1-Burton 

program for health facility construction worked on this basis: however, in 

Alaska the local match was provided by the State.



It may be more appropriate to establish an application process by which the 

facility would request an amount of State assistance with accompanying 

justification to support the request. Department of Health and Social Services 

staff or an advisory committee would review the application for State assistance 

and provide to the Commissioner a recommended level of State participation 

in the form of a grant, loan, loan guarantee or a combination. In this model 

a proceedure would be established to coordinate the expenditure of grant 

funds with lenders, the Alaska Medical Facility Authority, and other possible 

funding sources.

Once any level of State funding has been established, the recipient should be 

required to demonstrate the availability of total construction funds neccessary 

for the completion of the project before the expenditure of State funds. Such 

a demonstration will help avoid situations where funding is depleted before 

the project is completed or where the scope of a project is reduced to the 

point where the completed facility will be inadequate to fulfill needs and 

requirements for which it was originally planned.

I

Construction Progress Assessments

To give further assurance that funds will be sufficient to complete the 

project, 1t is advisable for the disbursement of funds to be made in phases 

according to the percentage of work completed. The Department of Health and 

Social Services currently reviews plans and specifications for hospital 

construction and intermittently visits construction sites to assure that the 

completed facility meets codes and it 1s acceptable for Medicare and Medicaid 

certification and State licensure. Linder this program the Department of



Health and Social Services representatives would have the added responsibilities 

of verifying the percentage of project completion and reporting that percentage 

to the disbursement officer in charge of State funds for each project.

I
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FIVE-YEAR CONSTRUCTION PLAN FOR STATE HEALTH PLAN LEVEL III 

HOSPITALS AND NURSING HOMES

APPENDIX



Notes to Five-Year Construction Plan for State Health Plan Level III

Bartlett Memorial Hospital

A long-range plan has recently been completed. Preparation of plans and 
specifications for the correction of deficiencies may begin once the facility's 
board has assessed the long-range plan. The five year plan indicates 12,000,000 
for design during FY 85 with construction costs determined thereby in FY 86.
The source of financing has not been Identified.

Central Peninsula General Hospital

Facility operations have recently expanded into a major addition for outpatient 
and administration departments. Another addition for needed beds and surgery 
department improvements is in the contracting phase. A borough bond issue has 
been approved for the purpose of financing the project and a certificate of need 

has been issued.

Cordova Community Hospital and LTC Facility

Has recently completed a certificate of need application for a new structure. 
A bill for funding of the design phase is currently before the legistature.
A decision regarding this application is expected in late March. The five- 
year plan indicates an estimated $1,000,000 for design during FY 83 and 
$13,000,000 toward construction in FY 84.

Faith Hospital

Has completed preliminary drawings for an addition and renovation project. 
Funding has not been arranged. This facility's board has in the past 
indicated reluctance to accept State funding. The five-year plan suggests a 

sum of $1,200,000 as needed for this project.

Ketchikan General Hospital and Island View Manor Nursing Home

Has recently completed an extensive addition and renovation project. Funds 
shown anticipate future needs of $50,000 in FY 84 for planning and $1,000,000 
in FY 85 for design. Construction costs as determined during these phases 

would follow in FY 86.

Kodiak Island Hospital and LTC Facility

Is currently completing long-range planning and program work and has submit­
ted a certificate of need application. $1,000,000 for design and $10,000,000 

for construction are estimated for FY 84 and FY 85.



Norton Sound Community Hospital
Recently occupied a new hospital wing and remodeled facility. $50,000 for 
formal long-range planning Is estimated for FY 85 with funds required for 
subsequent phases to follow in succeeding years. Long-range planning should 
consider both Pioneer and non-Pioneer long-term nursing care.

Petersburg General Hospital and LTC Facility

$10,000,000 is before the legislature. Planning and design has ben completed 
with funds provided from previous state grants.

Seward General Hospital and Wesleyan Nursing Home

Should be encouraged to join in cooperative planning at an early date in 
order to maintain quality standards consistent with recognized goals. Long- 
range planning funds of $40,000 for each facility are scheduled in-FY 84 
and design funds of $1,500,000 In FY 85. Approximate construction costs for 
joint usage are shown at $15,000,000 in FY 86. Long-range planning should 
consider both Pioneer and Non-Pioneer long-term nursing care.

Sitka Community Hospital

A new Facility is under construction.

South Peninsula Hospital

Has completed some preliminary planning and has been granted a certificate 
of need for an addition. A bill for funding has been introduced into the 
legislature to provide $4,000,000 for construction in FY 83.

St. Ann's Nursing Home

Occupies quarters which were remodeled and expanded in the late 1970s. 
Establishment of a Pioneer Home providing other nursing home services in 
Juneau would profoundly affect this facility. The five-year plan schedules 
long-range planning funds of $40,000 in FY 84 and design funds of $500,000
in FY 85. Construction funds as necessary would be designated in FY 86
following the design phase.

Valdez Community Hospital

Is deficient in certain respects and should be studied particulary in regard 
to overall Harborview Developmental Center relationship and future need. 
Long-range planning funds of $50,000 in FY 85 would establish probable costs
to be considered in FY 86 and 87.

Valley Hospital

Is currently completing construction drawings in accordance with the certificate 
of need issued. Construction is expected to begin in early summer of 1982

Wrangell General Hospital and LTC facility

Has expressed a need for additional space to satisfy current standards and 
goals. Design funds of 1,000,000 are indicated for FY 83 with construction 
funds of $8,000,000 in FY 84.



FIVC-YEAR CONSTRUCTION PLAN FOR STATE HEALTH PLAN LEVEL III 

HOSPITALS AHD HORSING HOHCS

FACILITY

Hart lett "HSw(TTlfospUal 
Juneau

A Central Peninsula General Hospital 
Soldotna

Cordova Comunlty Hospital & LTCF 
Cordova

Ty
1903

lonq-ranqe plan Is 
complete

FY
1984

FY
1983

12,000,noo
I for design

Addition It ronodeT 
design Is complete! 
and construction j 
to beqln In 1982 I 

I

II 19R6 
Iconst. cost to be 
(determined during 
Ides Inn phase

FY
19R7

JlTOTTWff'for T 
design of new I 
facility |

I

construction Is 
to be completed 
In FY 84 with |
borcjqh funds I
m.eao.ooo for r
construction j 
of now facility j

Add 11Ion I remodel| 
SI,200,000 for |
construction of j 
new facility I

I

Faith Hospital 
Glennalten

now addition I 
remodeling has 
been completed

I
I

TTSa.000 for long-1 $1,000715% for 
irange plannlnq j deslqn 
I I
I . I
I

Ketchikan General Hospital and 
Island Velw Hanor 
Ketchikan '

I JI.000.OO0 for | $10,060,000 for |
I design I construction j
I I I

_______I_______

1 construction 
j costs to be 
I determined 
j during deslqn 
I phase_____

Kodiak General Hospital I LTCF 
Kodiak

Norton Sound Hospital t LTCF 
Nome

J10;C50TOTOTr- “T
construction des- j 
sign to be comp. | 
w/state grant fundj

Ideslon costs to 
I $50,000 for ionojbe determined In 
I range plannlnq jpiannlnq phase 
I__________ I

construction 
costs to bo 
determined 
In planning

etersburg General Hospital & LTCF 
Petersburg

I 540,000 for lonql 
j range plannlnq |S1,500,000 for
1 IdesIgn |
1540,000 for long j j
I range planning (cooperative proqram)
I I I
I__________ I___________L

Seward General Hospital 
Seward

Weselyan Nursing Home 
Seward

1
1515,000,000 for 
I construction

Sitka Comnunlty Hospital 
Sitka '

A new facility Is I 
under construction! I I

H.MO.OOtTTor f  
construction

*  tieSouth Pen. General Hospital & LTCF 
Homer I

I $500,000 for 
j design 
I________

Construction 
I costs to be 
I determined In 
deslqn phase

/St. Ann's Nursing Home 
'  Juneau

1540,000 for 
jplannlng

/Valley Hospital I  LTCF 
*  Palmer

Addition I  remodel I 
design Is complete! 
to be under !
construction In I 
1982  I

T T

I

Valdez ConminUy Hospital 
Valdez

I $50,000 for 
I long-range 
I planning

I
I design costs 
| to be determined 
I In planning 
I phase______

Wrangell General Hospital I LTCF 
Wrangell

$1,000,000 for 
design

I 58,000,000 for 
j construction

onst. costs 
o be determined 
n deslqn 

phase____

OTHER
1

TOTAL 517,200.000 $22,170,000 $15,100,000

unknown

$15,000,000 
plus____

unknown

$15,000,000 
plus____

* LTCF • Long-Term Care Facility
APPR0T1KATE COSTS SHOWN ARE ESTIMATED 1982 VALUES WITHOUT PROJECTIONS FOR FUTURE INFLATION ANO 00 NOT INCll'CE OTHER 
PROJECT COSTS SUCH AS FEES. EQUIPMENT. SITE ACQUISITION, ETC. THE ESTIMATED COSTS SHOWN ARE PROVIDED AS A GUIDELINE IN 
DETERMINING THE OIKNSI0K5 CF A GIUEN COMMUNITY'S NEED. NO ESTIMATES HAYE BEEN MADE Ofl INDEED CAN RE MADE FROM THIS 
INYFN10RT AS TO THE LEYEL CF STATE ASSISTANCE APPROPRIATE TO ANY ONE CCHdJNin.



9V * -

/
/

/

H u m a n a  t r i e s  t o  M o c k  a c c e s s  t o  f u n d s^  4.
By PATRICIA SOLOVEICHIK
TIMES 6U5INESS WHfTER

Humana Hospital—Alaska
working hard in tin state Legisla­
ture this week trying to eliminate 
competing Providence hospital 
from eli^bilityJn--a~program dc- 
signed-to prioritize requests for mil­
lions of dollars in state aid dn hospi­
ta l consu'uctlon projects.
/ Senate Bill 67, sponsored by Sen. 
Lloyd Jones, tf-Juneau,i £  now In the 

\Senate Finance Committee, where 
lobbyists for Humana are tussling 
over howj^HSest "level the playing 
fieRT'Tor the two Anchorage hospi­
tals.

As the bill is written, Humana Is 
excluded from receiving state grant 
money for health caro facility con­

struction because It is a for-profit fa­
cility, while Providence is eligible 
for the aid as a non-profit organiza­
tion.

Charles P. Stokes, Humana’s ex­
ecutive director, said he backs 
amendments that would channel 
state aid to the smaller, rural hospi­
tals and keep the larger facilities 
from the grant money.

"Humana or other large faculties 
should not have access to that 
money. I support giving it to the hos­
pital!? that need it," he said Thurs­
day.

He said he is not convinced that 
the "basis of need” criteria set forth 
in the bill, would weed out Provi­
dence Hospital as a beneficiary of 
state monies.

"I Just want a level playing field," 
he said. "I Have no problem with 
anyone getting the money If they 
need it."

Sen. Jones said the bill was bom 
of a task force created to investigate 
the problems of rural hospitals in 
need of state aid for improvements. 
The small hospitals had little politi­
cal backing and so were unsuccess­
ful in getting state financial aid.

The proposal under discussion 
would create a board to prioritize re­
quests on the basis of objective cri­
teria, including need, and make 
recommendations to the Legisla­
ture, he said.

"Then we got into a problem with 
Humana. They didn’t want to be In 

See Humana, page C5

Humana
Continued from page Cl______

the process, but they wanted to 
hold Providence out," Jones 
said. He said the Humana lobby­
ist is pushing for an amendment 
sponsored by Sen. Albert Adams, 
D-Juneau, that would limit state 
aid to facilities with less than 200 
beds.-.

;'‘We decided to go back to the 
level playing field that they want 
by, allowing for-profits to apply 
for state aid. Humana doesn’t 
want it, but I can’t see limiting 
access to the funds by statute. 
Down the road, there may be a 
200-bed hospital that may really 
need the help/’ he said. 
i  Humana's Stokes said he does 
not believe, the state would allow

his facility to apply for funds be­
cause of its for-profit status.

Finance committee members 
were expected to submit at least 
two amendments for considera­
tion today to address the per­
ceived skewing of competition in 
favor of Providence, Jones said.

Janet Oates, spokeswoman 
for Providence, said the hospital

favors a bill that would open up 
the application process for all 
health care facilities, but added 
that Providence would not likely 
apply for the state money.

"We’re leaving it up to the 
state Hospital and Nursing Home 
Association to settle this. We’re 
trying to keep out of it,” Oates 
said.
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R S C A L  N O T E No.
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Title: Re l a t in g  to p o o l e d  h e a l t h  Insurance

(S) Publish Date: 4 " ( 7~?2
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bru: _ijiauran£fi________________
who ar e  uninsured or  deni ed ade quat e  c o v e r a g e  component: Operations
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Requestor: S ena t o r  K e r t t u l a C O M P O N E N T  SERIAL NO. 0 3 5 4
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O P S  RATING PY 83 FY 84 PY 88 FY W FY 97 FY 88
P ERS O N A L  SERVICES
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C O N T R A C T U A L r  7 5
SUPPLIES
EQUIPMENT

LAND & S T R U C T U R E S

GRANTS, CLAIMS

MISCELLANEOUS
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TTREVENUE FUN D  R ESO U R C E :
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FEDERAL F U N D S

O T H E R

F U N D  SOURCE:

TOTAL 9.4 . 6 . 6 . .J. . .Z__ , . .8
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FULL-TIME 0 0 0 0 0 0
PART-TIME

T E M P O R A R Y

Estimato of current year impact:

ANALYSES (Attach a separate peg© It neoeeem y.) Changes in
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F IS C A L  N O T E - S B  7 4

This legislation creates a health insurance pool for individuals who are 
uninsured or denied adequate coverage. It  creates an association in which all 
insurers writing health insurance must participate as a condition to doing 
business. This fiscal note assumes that the fu ll faith and credit will not be 
exposed by the association. It also assumes that the formation o f the association will require the director’s presence for three meetings. It also assumes that 
contractual assistance will be needed for the writing o f any necessary 
regulations and review o f plan o f operation. Subsequent activity by the division should be contained by one annually after formation.

A N A L Y S IS .:

9 0 5 2 D

P a g e  2  o f  2
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.Revision Date: 1 2/27/91
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Department Affected: .C.flMISff £_1.,ECQn.. DfiV,

BRU: Insurance__________________
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Requestor: S enat or_Ke r t t u l a___________

EXPENDITURE 8/RE VENUES: (Thousands of Dollars)

C O M P O N E N T  SERIAL NO.

CAPITAL ^Q=-

FUNDINQ: (Thousands of Doilers)

p o s i t i o n s :

Estimate of current year Impact:

ANALYSIS (Attach a separata page If necessary.)

SEE ATTACHED

-0-

OPERATING FY 93 FY 94 FY 98 FY 98 FY 07 FY 90
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EQUIPMENT
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MISCELLANEOUS
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FEDERAL FUNDS

O T H E R

F U N D  SOURCE:

TOTAL 9.4 . .  .,6 _ . -6 . . tJ .7 .8

FULL-TIME 0 0 0 0 0 0
PART-TIME

T E M P O R A R Y
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F IS C A L  N O T E - S B  7 4

This legislation creates a health insurance pool for individuals w h o  are 
u ninsured or denied adequate coverage. It creates a n  association in which all 
insurers writing health insurance m u s t  participate as a condition to doing 
business. This fiscal note a s s u m e s  that the full faith a n d  credit will not be 
exposed b y  the association. It also assumes that the formation of the association 
will require the director’s presence for three meetings. It also assumes that 
contractual assistance will bo needed for the writing of a n y  necessary 
regulations a n d  review of plan of operation. Subsequent activity by the division 
should be contained b y  one meeting annually after formation.

A N A L Y S IS :

9 0 5 2 D / 1 2 2 6 9 1 c
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STATE OF ALASKA 

1992 LEGISLATIVE SESSION

F IS C A L  N O T E
B IL L  N O . SB 74

Revision Date: ;____________

Title: A n  Act relating to pooled health insurance for 

individuals w h o  are uninsured;

Department Affected: All State

BRU:___ All State_______________

Sponsor, Kerttula

Component: All State

Requestor Senate Finance
Expenditures/Revenues: (Thousands of Dollars)

C O M P O N E N T  SERIAL NO.

O P E R A T I N G FY93 F Y  94 FY 95 FY96 FY97 FY98

P E R S O N A L  SERVICES 1166 2705 20312 20312 2031.2 20312

TRAVEL 0 0 0 0 0 0
C O N T R A C T U A L 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EOU I P M E N T 0 0 0 0 0 0
L A N D  &  S T R U C T U R E S 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
M I S C E L L A N E O U S 0 0 0 0 0 0
T O T A L  O P E R A T I N G 116.6 270.5 2031.2 2031.2 2031.2 2031.2

CAPITAL 0 0 • 0 0 0 0

REVENUE 
FUND SOURCE:

0 0 0 0 0 0

F U N D I N G :  (Thousands of dollars)

G E N E R A L  F U N D 1166 2705 20312 20312 20312 20312

F E D E R A L  F U N D S 0 0 0 0 0 0
O T H E R  
F U N D  S O U R C E 0 0 0 0 0 0
T O T A L 116.6 270.5 2031.2 2031.2 2031.2 2031.2

P O S I T I O N S

FULL-TIME: 0 0 0 0 0 0
PART-TIME: 0 0 0 0 0 0
T E M P O R A R Y : 0 0 0 0 0 0

Estimate of current year impact: none____________

AN ALYSIS: (attach a separate page if necessary.) Passage of this bill will also increase personal services cost to 

political subdivisions and school districts by approximately $1,640.1 in F Y  95 and each year thereafter. See attached 

analysis for details. ^

Prepared Bv: Gary Bader Phone:_________ 4654470________________

Division: Retirement and Benefit Date:__________ April 27,-1992___________

r A
Approved by Commissioner Nancy Bear Usera \ / Date:
Agency:. Department of Administration / i
Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB & Impacted Agency(ies).
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Senate B il l 74 
Analysis o f  F inancia l Impact 

P repared by the Division o f  Retirement and Benefits 
Depa rtm en t o f Adm in is tra tion  

A p r i l 27, 1992 
Page 2 o f 5

Passage ’ o f  this bill would require operating losses incurred by the' 
Comprehensive "Health Insurance: Association . to be shared by * 
members o f the' Association. '■> The Association may provide for 
assessments against individual members to meet these losses. This 
analysis is based on estimates o f operating losses and the resulting 
assessments to the State's plans. These estimates have been 
developed by the State's health insurance carrier, Aetna. •

For purposes o f this analysis it is assumed that annual losses in the 
tfirst^yeargof: operation.;of^the insurance, pool (FY. 93) would be 
$187,000? Thefsecond fandr:;thirdv-yearrlosses would be $432,120 and/ 
^S^b^ldjfrespectiveiy. It is assumed that losses would become level 
after the third year.

The costs on page 1 o f this fiscal note consist o f two components— 
active employees and retirement system contributions. These 
components are discussed seperately below:

State of Alaska Costs
Active Employees

These operating losses when allocated to the State’s plan for active 
employees would result in a $.72/employee/month increase in cost 
for health insurance in the first year, $1.67/employee/month in the 
second year and $3 .18/employee/month in the third and following 
years. The costs for active employees are calculated as follows:
F Y  9 3

1 3 . 5 0 0  e m p l o y e e s  X  1 2  m o n t h s  X  $ . 7 2  i n c r e a s e =  $ 1 1 6 . 6  

F Y  9 4

1 3 . 5 0 0  e m p l o y e e s  X  1 2  m o n t h s  X  $ 1 . 6 7  i n c r e a s e s  $ 2 7 0 . 5



F Y  9 5  ( a n d  f o l l o w i n g  f i s c a l  y e a r s )

13.500 employee X 12 months X S3.18 increasc= $515.2

Retirement System Contributions

The operating losses outlined above that are allocated to the State's 
retiree health plan will result in an increase to employer 
contributions to the Public Employees' (PERS) and Teachers' 
Retirement Systems (TRS). These increases will not become effective 
until FY  95. The increase in funding to both the Judicial Retirement 
System and the Elected Public Officers Retirement System is 
insignificant and not considered here.

The bill is estimated to increase the State's contributions by .20% of 
the Public Employees' Retirement System (PERS) payroll, and .16% of 
the Teachers' Retirement System (TRS) payroll. The FY  95 State PERS 
payroll, including the University o f Alaska, is estimated to be 
$707,802,127 (State $626,535,254 and University o f Alaska 
$81,266,873). It is assumed payroll will remain level each year 
therea fter.

The FY  95 State TRS payroll, including the University o f Alaska, is 
estimated to be $482,697,507 (Department o f  Education/Legislature 
$5,857,379 and the University o f Alaska $56,901,980). TRS salaries 
are also assumed to remain level each year thereafter.

The estimated FY  95 increase in contributions for the State o f 
$1,516.0 is calculated as follows:
E s t i m a t e d  S t a t e  P E R S  F Y  9 5  p a y r o l l  $ 6 2 6 , 5 3 5 , 2 5 4

P E R S  c o n t r i b u t i o n  r a t e  i n c r e a s e  25_______________ 0 . 2 0 %

S t a t e  t o t a l  P E R S  c o s t  ............................................................................................  $ 1 , 2 5 3 . 1

E s t i m a t e d  U n i v e r s i t y  o f  A l a s k a  P E R S  

F Y  9 5  p a y r o l l  

P E R S  c o n t r i b u t i o n  r a t e  i n c r e a s e

U  o f  A  t o t a l  P E R S  c o s t  .,

E s t i m a t e d  D e p a r t m e n t  o f  E d u c a t i o n /

L e g i s l a t u r e  T R S  F Y  9 5  p a y r o l l  $ 5 , 8 5 7 , 3 7 9

T R S  c o n t r i b u t i o n  r a t e  i n c r e a s e  25___________0 . 1 6 %

D O E / L e g  t o t a l  T R S  c o s t ................................................................................... $  9 . 4

E s t i m a t e d  U  o f  A  T R S  F Y  9 5  p a y r o l l  $ 5 6 , 9 0 1 , 9 8 0

T R S  c o n t r i b u t i o n  r a t e  i n c r e a s e  25____________ 0 . 1 6 %

U  o f  A  t o t a l  T R S  c o s t ......................................................................................... $  9 1 . 0

$ 8 1 , 2 6 6 , 8 7 3  

x  0 . 2 0 %

162.5



F Y  95 in c re ased  re t irem e n t system  costs $ 1 ,5 1 6 . 0

TOTAL FY 95 STATE COSTS
INCLUDING ACTIVE HEALTH COSTS $2.031.2

Po lit ica l Subdivision and School D is t r ic t_ Costs
Political subdivisions throughout the state will also see their costs 
increase in the same manner as the State, that is in two components- 
active employees health costs and increased contributions to the 
retirement systems.
Political Subdivision/School District Active Employees 
FY 93
1200 employees X 12 months X $.72 incrcase= $10.4

FY 94
1200 employees X 12 months X $1.67 increase= $24.0

FY 95 (and following fiscal years)
1200 employee X 12 months X $3.18 increase= $45.8

Political Subdivision/School District Retirement System Contributions 

In addition to the State's costs above, political subdivision costs
would increase by $922.4 in FY  95 calculated as follows:

Estimated Political Subdivision
PERS FY 95 payroll $461,219,955

PERS contribution rate increase _X______ .20%
Political Subdivision PERS cost................................ $922.4

Estimated School District TRS
FY 95 payroll $419,938,149

TRS contribution rate increase _X_______ .16%
School District TRS cost............................................ $671.9

FY 95 increased retirement system costs for
political subdivisions...................................................................  $1594.3

TOTAL FY 95 POLITICAL SUBDIVISIONS COSTS 
INCLUDING ACTIVE EMPLOYEE HEALTH COSTS  Sl.640.1



Passage o f this bill would result in a .3% decrease in the PERS funding 
ratio and increase the present value of tKe^lifiTnd^diSliabilit^^f^the'

1 JPERSjkb.yJK$9J532;000! The TRS funding ratio would decrease by .2% 
and theCpfgSent&V&ue^of^itsS!^^ by
$3~605;000.    "  ---------



"^ 'T ja S ' l  I .. Iinj fl ir * ? I

Revision Date: 4/7/92___________________

Title: A n  Act relating to pooled health

STATE OF A L A S K A
1992 LEG ISLA T IVE  SESS IO N

FISCAL NOTE No- — I__
Bill Version: S 5  7^

BILL NO. 5 Publish Date: 4  ~ I I -  9 Z

D e p a r t m e n t  Affected: 

BRU: Medicaid

Health & Social Services

insurance. C o m p o n e n t :  Medicaid Non-Facility

Sponsor:

Requestor:

Kertulla

S e n a t e  H E S S C O M P O N E N T  SERIAL NO.

EXPENDITURES/REVENUES: (T h o u s a n d s  o f  D o l la r s )
OPERATING FY 9 3 FY 9 4 FY 9 5 FY 9 6 FY 9 7 FY 98

PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
CRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATINC 0 0 0 0 0 0

1 CAPITAL 0 0 0 0 0 0
. REVENUE 1 FUND SOURCE: 0 0 0 0 0 0

f u n d in g  ( T h o u s a n d s  o f  D o l l a r s )
GENERAL FUNDS 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHERFUND SOURCE: 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate o f  c u r r e n t  y e a r  Im pac t :
a n a l y s is : (A ttach a s e p a r a t e  page  I f  necessary . ) 

See a t t a c h e d  n o t e

:>Changes in < U

nave no fiscal impact. This 
fiscal note is itppropxiate.

date ‘Comte Aide (initial

p rep a red  by.- K im b e r ly  B. Busch
Division: Medica l Assistance

465 -3355P h o n e :  __________
Date : April 7. 1992

.p p ro v ed  b y  C om m is s io n e r :  T h e o d o re  a . Mala, md. mph / ^ f  f j i

Agency: H ea lth  a n d  soc ia l Serv ices________________________ /

cistnoutlon (by Preoarer: teg. Fin. Legislative Soonsor, Reauesror,
Rev 10/7/91

Date: Abri l 7, 1 992

LCov.Legis. Ofc., & imoactea Agencydes)
Page i__ of _L



t

F ISCA L  NOTE

Revision Date: 4/7/92___________________

Title: A n  Act relating to pooled health

STATE OF A LA SK A
J992 LEG ISLAT IVE  SESS ION BILL NO. SB NO. 74

D e p a r t m e n t  Affected: 

BRU: Medicaid

Health & Social Services

insurance. C o m p o n e n t :  Medicaid Non-Facility

KertullaSponsor:

Requestor:

EXPENDITURES/REVENUES: (T h o u s a n d s  o f  D o l la r s )
S e n a t e  M E S S C O M P O N E N T  SERIAL NO.

OPERATING FY 9 3 FY 9 4 FY 9 5 FY 9G FY 9 7 FY 9 8
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

X  CAPITAL 0 0 0 0 0 0
^REVENUE 
T FUND SOURCE: 0 0 0 0 0 0

FUNDING (T h o u s a n d s  o f  D o l la r s )
GENERAL FUNDS 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHERFUND SOURCE: 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TiME 0 0 0 0 0 0
TEMPORARY: 0 0 0 0 0 0
Estimate o f  c u r r e n t  y e a r  Impact :_________________
a n a l y s is : (A ttach a s e p a ra te  page  If necessary.)
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F ISC A L  NOTE ATTACHMENT

SB 7 4
4 / 7 / 9 2

W e  b e l i e v e  it is t h e  i n t e n t  of SB 74 in p r o p o s i n g  2 1 . 5 5 . 3 0 0 ( b )  t h a t  
c o v e r a g e  u n d e r  t h e  p l a n  p r e s e n t e d  in t h i s  b i l l  w o u l d  c e a s e  w h e n  
M e d i c a i d  e l i g i b i l i t y  w a s  f o u n d  t o  exist. We  r e c o m m e n d ,  if t h i s  is 
c o r r e c t ,  t h a t  t h i s  s e c t i o n  be a m e n d e d  t o  s p e c i f i c a l l y  e x c l u d e  
M e d i c a i d  r e c i p i e n t s  f r o m  c o v e r a g e  in o r d e r  t o  p r e v e n t  c o n f u s i o n  on 
t h i s  point. In o u r  view, it w o u l d  m a k e  l i t t l e  f i s c a l  s e n s e  n o t  to 
e x c l u d e  t h e  f e w  M e d i c a i d  r e c i p i e n t s  w h o  w o u l d  q u a l i f y  a s  " h i g h  
r i s k "  s t a t e  p l a n  e l i g i b l e s ,  as e a c h  p e r s o n  w h o  has, if e v e n  for a 
s h o r t  p e r i o d  of time, o v e r l a p p i n g  d u a l  c o v e r a g e  w o u l d  r e s u l t  in t h e  
s t a t e  p l a n  m a k i n g  s o m e  p a y m e n t s  in l i e u  o f  M e d i c a i d  p a y m e n t s .  T h i s  
w o u l d  p r o d u c e  s m a l l  M e d i c a i d  p r o g r a m  s a v i n g s ,  b u t  w o u l d  r e s u l t  in 
t h e  lo s s  of t h e  50% f e d e r a l  f u n d s  e m p l o y e d  in t h e  M e d i c a i d  p r o g r a m .

E v e n  if t h i s  a s s u m p t i o n  is c o r r e c t ,  t h e r e  m a y  be  a v e r y  s m a l l  
n u m b e r  of  p e r s o n s ,  p o s s i b l y  f e w e r  t h a n  2 0 0  p e r  year, f o r  w h o m  t h e  
p l a n  m a y  p a y  for m e d i c a l  e x p e n s e s  w h i c h  c o u l d  h a v e  b e e n  p a i d  for by 
M e d i c a i d .  M e d i c a i d  p r o v i d e s  for c o v e r a g e  of u n p a i d  m e d i c a l  b i l l s  
f o r  a p e r i o d  of up  t o  t h r e e  m o n t h s  p r i o r  t o  t h e  m o n t h  of 
a p p l i c a t i o n ,  p r o v i d e d  t h a t  the r e c i p i e n t  w o u l d  h a v e  b e e n  e l i g i b l e  
in a n y  of  t h o s e  m o n t h s  and t h a t  u n p a i d  b i l l s  e x i s t  f o r  c o v e r e d  
s e r v i c e s  p r o v i d e d  in t h a t  month. A n y o n e  w h o  h a d  b i l l s  p a i d  b y  t h e  
p l a n  d u r i n g  t h i s  r e t r o a c t i v e  M e d i c a i d  p e r i o d  w o u l d  n o t  h a v e  
M e d i c a i d  p a y m e n t  f o r  t h e s e  bills.

T h e  M e d i c a i d  a p p l i c a t i o n  p r o v i d e s  n o n e  o f  t h e  i n f o r m a t i o n  t h a t  is 
n e c e s s a r y  t o  d e t e r m i n e  w h e t h e r  a r e c i p i e n t  w o u l d  b e  a p l a n  
e l i g i b l e ,  a n d  e v e n  if it did, w e  w o u l d  b e  u n a b l e  to a c c u r a t e l y  
a s s e s s  t h e  a v e r a g e  c o s t s  s u c h  p o t e n t i a l  d u a l  e l i g i b l e s  m i g h t  s h i f t  
f r o m  M e d i c a i d  t o  t h e  plan. T h e r e f o r e ,  t h i s  f i s c a l  n o t e  p r e s e n t s  no 
c a l c u l a t i o n  o f  p o t e n t i a l  s a v i n g s  f r o m  t h i s  c o s t  shift.
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F IS C A L  NOTE ATTACHMENT

SB 7 4
2 - 2 5 - 9 1

W e  b e l i e v e  it is t h e  i n t e n t  of S B  74 a t  Sec. 2 1 . 5 5 . 3 0 0 ( b )  t h a t  
c o v e r a g e  u n d e r  t h e  p l a n  p r o p o s e d  b y  t h i s  b i l l  w o u l d  c e a s e  w h e n  
M e d i c a i d  e l i g i b i l i t y  w a s  f o u n d  to  e x i s t .  W e  r e c o m m e n d ,  if t h i s  is 
c o r r e c t ,  t h a t  t h i s  s e c t i o n  be  a m e n d e d  t o  s p e c i f i c a l l y  e x c l u d e  
M e d i c a i d  r e c i p i e n t s  f r o m  c o v e r a g e  in o r d e r  t o  p r e v e n t  c o n f u s i o n  on 
t h i s  p o i n t .  In o u r  view, it w o u l d  m a k e  l i t t l e  f i s c a l  s e n s e  n o t  t o  
e x c l u d e  t h e  f e w  M e d i c a i d  r e c i p i e n t s  w h o  w o u l d  q u a l i f y  a s  " h i g h  
r i s k "  s t a t e  p l a n  e l i g i b l e s ,  as  e a c h  p e r s o n  w h o  has, if e v e n  f o r  a 
s h o r t  p e r i o d  of  t ime, o v e r l a p p i n g  d u a l  c o v e r a g e  w o u l d  r e s u l t  in 
t h e  s t a t e  p l a n  m a k i n g  s o m e  p a y m e n t s  i n  l i e u  of M e d i c a i d  p a y m e n t s .  
T h i s  w o u l d  p r o d u c e  s m a l l  M e d i c a i d  p r o g r a m  s a v i n g s ,  b u t  w o u l d  r e s u l t  
in  t h e  l o s s  of t h e  50% f e d e r a l  f u n d s  e m p l o y e d  in t h e  M e d i c a i d  
p r o g r a m .

E v e n  if t h i s  a s s u m p t i o n  is c o r r e c t ,  t h e r e  m a y  b e  a v e r y  s m a l l  
n u m b e r  o f  p e r s o n s ,  p o s s i b l y  f e w e r  t h a n  2 0 0  p e r  y e a r ,  f o r  w h o m  t h e  /  
p l a n  m a y  p a y  f o r  m e d i c a l  e x p e n s e s  w h i c h  c o u l d  h a v e  b e e n  p a i d  for 
b y  M e d i c a i d .  M e d i c a i d  p r o v i d e s  f o r  c o v e r a g e  o f  u n p a i d  m e d i c a l  
b i l l s  f o r  a p e r i o d  of u p  t o  t h r e e  m o n t h s  p r i o r  t o  t h e  m o n t h  of 
a p p l i c a t i o n ,  p r o v i d e d  t h a t  t h e  r e c i p i e n t  w o u l d  h a v e  b e e n  e l i g i b l e  
in a n y  of  t h o s e  m o n t h s  a n d  t h a t  u n p a i d  b i l l s  e x i s t  f o r  c o v e r e d  
s e r v i c e s  p r o v i d e d  i n  t h a t  m o n t h .  A n y o n e  w h o  h a d  b i l l s  p a i d  b y  t h e  
p l a n  d u r i n g  t h i s  r e t r o a c t i v e  M e d i c a i d  p e r i o d  w o u l d  n o t  h a v e  
M e d i c a i d  p a y m e n t  f o r  t h e s e  bills.

T h e  M e d i c a i d  a p p l i c a t i o n  p r o v i d e s  n o n e  of t h e  i n f o r m a t i o n  t h a t  is 
n e c e s s a r y  t o  d e t e r m i n e  w h e t h e r  a r e c i p i e n t  w o u l d  b e  a p l a n  
e l i g i b l e ,  a n d  e v e n  if it  did, w e  w o u l d  b e  u n a b l e  t o  a c c u r a t e l y  
a s s e s s  t h e  a v e r a g e  c o s t s  s u c h  p o t e n t i a l  d u a l  e l i g i b l e s  m i g h t  s h i f t  
f r o m  M e d i c a i d  t o  t h e  p lan. T h e r e f o r e ,  t h i s  f i s c a l  n o t e  p r e s e n t s  
n o  c a l c u l a t i o n  of  p o t e n t i a l  s a v i n g s  f r o m  t h i s  c o s t  s h i f t .
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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  Bill 7 4 ,  r e l a t i n g  t o  h i g h -  
r i sk h e a l t h  i n s u r a n c e  p o o l s .

H i g h  r i sk p o o l s  a r e  p o o l s  o f  i n s u r e r s .  S t a t e s  will a s k  i n s u r a n c e  
c o m p a n i e s  t o  s h a r e  t h e  c o s t s  o f  m e d i c a l  c a r e  f o r  p e o p l e  w i t h  h i g h  
ri s k m e d i c a l  p r o b l e m s  - i nd i v i d u a l s  w h o m  i n s u r a n c e  c o m p a n i e s  h a v e  
r e j e c t e d .

T o  c r e a t e  a  h i g h  r i sk p o o l ,  a  s t a t e  g e n e r a l l y  f o r m s  a n  a s s o c i a t i o n  o f  
all h e a l t h  i n s u r a n c e  c o m p a n i e s  d o i n g  b u s i n e s s  in t h e  s t a t e .  T h e  
e n a b l i n g  l a n g u a g e  c r e a t e s  a  b o a r d  o f  d i r e c t o r s  a n d  t h e  b o a r d  is 
r e s p o n s i b l e  f o r  d e v e l o p i n g  t h e  a u t h o r i z i n g  l e g i s l a t i o n ' s  i n t e n t  a b o u t  
b e n e f i t s ,  e l i g i b i l i ty a n d  p r i c i n g .  T h e  l e g i s l a t u r e  s e t s  t h e  p r e m i u m  
r a t e  ( s o m e w h e r e  b e t w e e n  125 t o  150 p e r c e n t  o f  t h e  s t a n d a r d  
i nd i v i dua l  p r e m i u m  in t h e  s t a t e )

S e n a t e  Bill 7 4  is b a s e d  o n  m o d e l  l e g i s l a t i o n  w h i c h _ h a s  b e e n  
a p p r o v e d  b y  2 4  s t a t e s .  S e n a t e  Bill 7 4  w o u l d  r e q u i r e  all h e a l t h  
i n s u r a n c e  c o m p a n i e s T T i o s p i t a l s  a n d  m e d i c a l  s e r v i c e  c o r p o r a t i o n s  
( t h a t  o f f e r  s u b s c r i b e r  c o n t r a c t s  f o r  m a j o r  m e d i c a l  c o v e r a g e )  t o  join 
a  h i g h  ri sk p o o l .

All s t a t e  r e s i d e n t s  w h o  a r e  " h i g h  risk" w o u l d  b e  e l i g i b l e  f o r  
i n s u r a n c e  t h r o u g h  t h i s  p o o l  a t  a  " r e a s o n a b l e  ra t e . " In addi t i on ,  
S e n a t e  Bill 7 4  a l s o  p r o v i d e s  f o r  a  M e d i c a r e  s u p p l e m e n t  p l a n  f o r  
s t a t e  r e s i d e n t s  w h o  a r e  h i g h  r i s k s  a n d  6 5  y e a r s  o f  a g e  o r  o l d e r .

S e n a t e  B i l l  7 4  
H i g h  R i s k  H e a l t h

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
Ch a i r ,  S e n a t e  H E S S  C o m m i t t e e

S e n a t o r  J a y  K e r t t u l a

J a n u a r y  2 8 ,  1 9 9 2



Add i t i ona l l y ,  A l a s k a n s  w h o  h a v e  h a d  t h e i r  h e a l t h  i n s u r a n c e  
t e r m i n a t e d  o n c e  t h e y  h a v e  b e c o m e  " h i g h  risk", w o u l d  b e  e l i g i b l e  f o r  
t h i s  h e a l t h  i n s u r a n c e  p l a n .

A c c o r d i n g  t o  t h e  1988 G A O  r e p o r t ,  a p p r o x i m a t e l y  1 %  o r  t h e  
p o p u l a t i o n  w a s  e s t i m a t e d  t o  b e  m e d i c a l l y  u n i n s u r a b l e  in I 9 86 .
B a s e d  o n  t h e s e  " r o u g h"  f i g u r e s ,  5 , 0 0 0  p l u s  A l a s k a n s  w o u l d  qua l i f y  
f o r  h i g h  r i sk i n s u r a n c e .

S e n a t e  Bill 7 4  s e t s  a  c a p  o n  a  p r e m i u m  o f  1 2 5  p e r c e n t  o f  t h e  a v e r a g e  
o f  f i v e  i n s t a t e  r a t e  e s t i m a t e s .

In t h e o r y ,  p r e m i u m s  c o v e r  t h e  ma j o r i t y  o f  c l a i m s  p a i d  b y  t h e  p o o l .
In p r a c t i c e ,  h o w e v e r ,  p r e m i u m s  a r e  g e n e r a l l y  i n s u f f i c i e n t  b e c a u s e  o f  
a  p r e m i u m  c a p  a n d  b e c a u s e  t h e  h i g h  ri sk p a r t i c i p a n t s  in t h e  p o o l  a r e  
l i ke ly t o  c r e a t e  m o r e  c o s t s  t h a n  t h e  p r e m i u m  will c o v e r .

A  I 9 88  G A O  s t u d y  c o n c l u d e d  t h a t  f o r  e v e r y  $1 . 00 r e c e i v e d  in 
p r e m i u m s  b y  t h e  c u r r e n t  o p e r a t i n g  p o o l s ,  $ 1 . 60 is p a i d  o u t  in c l a i m s .  
S e n a t e  Bill 7 4  t a k e s  t h e  a p p r o a c h  t a k e n  in m o s t  s t a t e s  w i t h  p o o l s ;  it 
a s s e s s e s  t h e  p o o l  m e m b e r s  f o r  t h e  e x c e s s  c o s t s  .in p r o p o r t i o n  t o  
t h e i r  s h a r e  o f  t h e  s t a t e  h e a l t h  i n s u r a n c e  m a r k e t .

E x p e r i e n c e  in m o s t  s t a t e s  i n d i c a t e s  t h a t  p l a n s  l o s e  m o n e y  o v e r  t h e  
c o s t  o f  a  y e a r .  W h i l e  l o s s e s  c a n  a t  t i m e s  b e  l a r g e ,  t h e  c o s t  h a s  b e e n  
in t h e  r a n g e  o f  I p e r c e n t  o f  t h e  t o t a l  a m o u n t  o f  p r e m i u m s  c o l l e c t e d  
f r o m  all h e a l t h  i n s u r a n c e  p o l i c i e s  s o l d  in t h o s e  s t a t e s .

H i g h - r i s k  p o o l s  m a y  b e  t h e  o n l y  w a y  t h a t  i nd i v i d u a l s  w i t h  s e v e r e  o r  
c h r o n i c  h e a l t h  c o n d i t i o n s  c a n  o b t a i n  a d e q u a t e  m a j o r  m e d i c a l  
c o v e r a g e .  W h i l e  S e n a t e  Bill 7 4  in n o  w a y  s o l v e s  t h e  p r o b l e m  o f  
e n s u r i n g  t h a t  all A l a s k a n s  h a v e  a d e q u a t e  h e a l t h  c o v e r a g e ,  it is o n e  
p i e c e  o f  t h e  p u z z l e  a n d  a  m o s t  n e c e s s a r y  o n e .

J K : p t
a t t a c h m e n t s
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S B  7 4  i s  a  b i l l  t o  e s t a b l i s h  a  h i g h  r i s k  i n s u r a n c e  p o o l  f o r  

t h o s e  w h o  a r e  d e e m e d  m e d i c a l l y  u n i n s u r a b l e  d u e  t o  a  

p r e e x i s t i n g  c o n d i t i o n  w h i c h  m a k e s  it i m p o s s i b l e  f o r  t h e m  

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

Al l  s t a t e  r e s i d e n t s  w h o  a r e  d e e m e d  " h i g h  r i s k "  w o u l d  b e  

e l i g i b l e  f o r  i n s u r a n c e  t h r o u g h  t h i s  p o o l  a t  a  " r e a s o n a b l e  

r a t e " .  I n a d d i t i o n ,  S e n a t e  Bi l l  7 4  a l s o  p r o v i d e s  f o r  a  

M e d i c a r e  s u p p l e m e n t  p l a n  f o r  s t a t e  r e s i d e n t s  w h o  a r e  h i g h  

r i s k s  a n d  6 5  y e a r s  o f  a g e  o r  o l d e r .  A p p r o x i m a t e l y  5 , 0 0 0  

A l a s k a n  r e s i d e n t s  w o u l d  b e  e l i g i b l e  u n d e r  t h i s  p l a n .

S e n a t e  Bi l l  7 4  d o e s  n o t  r e q u i r e  a  s u b s i d y  f r o m  t h e  g e n e r a l  

f u n d .

M o r e  a n d  m o r e  A l a s k a n s  a r e  f i n d i n g  t h e y  c a n n o t  g e t  h e a l t h  

i n s u r a n c e  e v e n  if t h e y  c a n  p a y  f o r  it. I n s u r a n c e  c o m p a n y  

p r a c t i c e s ,  in A l a s k a ,  a n d  n a t i o n a l l y ,  s h i f t e d  a w a y  f r o m  

h e a l t h  i n s u r a n c e  p l a n s  t h a t  w e r e  o p e n  t o  al l ,  t o  a  p r a c t i c e



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

h a v e  r i s k s  o f  e x p e r i e n c i n g  c l a i m s .

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

t h e  l o w  r i s k  h e a l t h y  p o p u l a t i o n s  a n d  i n d i v i d u a l s  h a s  

r e c e n t l y  b e c o m e  s i g n i f i c a n t l y  m o r e  a g g r e s s i v e .

S m a l l  e m p l o y e r s  c a n n o t  g e t  h e a l t h  i n s u r a n c e  if o n e  

e m p l o y e e ,  o r  t h e  e m p l o y e e ' s  c h i l d  h a s  a s t h m a  o r  a n o t h e r  

p r e - e x i s t i n g  c o n d i t i o n .  N a t i o n a l l y ,  c o m m e r c i a l  c a r r i e r s  d o  

n o t  s e l l  p o l i c i e s  t o  i n d i v i d u a l s  t h a t  h a v e  h e a r t  d i s e a s e ,  

c a n c e r ,  d i a b e t e s ,  s t r o k e ,  a d r e n a l  d i s o r d e r s ,  e p i l e p s y  o r  

u l c e r a t i v e  c o l i t i s .  E v e n  a s t h m a  a n d  m i l d  h y p e r t e n s i o n  a r e  

n o w  l i k e l y  t o  c a u s e  a  r e j e c t i o n .  T r e a t m e n t  f o r  d e p r e s s i o n  

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

a l s o  l i k e l y  t o  t r i g g e r  a  r e j e c t i o n .

I f  y o u  a r e  r e j e c t e d  o r  d r o p p e d  f r o m  c o v e r a g e ,  t h a t  f a c t  i s  

r e c o r d e d  a t  t h e  M e d i c a l  I n f o r m a t i o n  B u r e a u  in B o s t o n ,  a n  

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

a p p l y  i s  l i k e l y  t o  c h e c k  y o u r  f i l e  w i t h  t h e  B u r e a u  a n d  a l s o  

d e n y  y o u  c o v e r a g e .

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

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

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



g l a u c o m a ,  r e c e n t  k n e e  o p e r a t i o n ,  m i g r a i n e  h e a d a c h e s ,  

v a r i c o s e  v e i n s ,  a r t h r i t i s ,  a  c a e s a r i a n  d e l i v e r y ,  o r  e v e n  a  

c h r o n i c  e a r  i n f e c t i o n  in a  c h i l d .

B e t w e e n  1/4 a n d  1/2 o f  all p o l i c i e s  c a r r y  t h e s e  e x c l u s i o n  

r i d e r s  E v e n  if y o u r  h e a l t h  i s  p e r f e c t ,  y o u  m a y  b e  d e n i e d  

c o v e r a g e  b e c a u s e  y o u  a r e  in a  p r o f e s s i o n  t h a t  i s  m o r e  

l i k e l y  t o  f i l e  c l a i m s ,  s w i t c h  j o b s  f r e q u e n t l y ,  o r  b e c a u s e  

y o u  d o  h a z a r d o u s  w o r k .  T h o s e  w h o  f al l  i n t o  t h i s  c a t e g o r y  

a r e  b a r b e r s ,  f l o r i s t s ,  m e d i c a l  p r a c t i t i o n e r s ,  m i n e r s ,  

c o m m e r c i a l  f i s h e r m e n ,  w a i t e r s ,  m a i d s ,  r a i l r o a d  w o r k e r s ,  

l a w y e r s ,  f r y  c o o k s ,  h o u s e  p a i n t e r s ,  c a r  w a s h  o p e r a t o r s ,  

l o g g e r s ,  p i l o t s  -  t o  n a m e  j u s t  a  f e w .

B l u e  C r o s s  a n d  B l u e  S h i e l d  u s e d  t o  o f f e r  p o l i c i e s  t h a t  

a n y o n e  c o u l d  b u y .  T o d a y ,  b e c a u s e  o f  t h e  s k i m m i n g  

p r a c t i c e s  o f  o t h e r  c a r r i e r s ,  e v e n  t h e  B l u e s  d e c l i n e  

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

h i g h e r  p r e m i u m s .

2 6  o t h e r  s t a t e s  h a v e  c r e a t e d  r i s k  p o o l s  k n o w n  a s  

c o m p r e h e n s i v e  h e a l t h  i n s u r a n c e  a s s o c i a t i o n s .  M a n y  o t h e r  

s t a t e s  a r e  c o n s i d e r i n g  s u c h  l e g i s l a t i o n .

S e n a t e  Bi l l  7 4  r e f l e c t s  t h e  m o d e l  l e g i s l a t i o n  c r e a t e d  b y  

t h e  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 .



I n b r i e f ,  S B  7 4  c r e a t e s  a  n o n p r o f i t  h e a l t h  i n s u r a n c e

a s s o c i a t i o n  m a d e  u p  o f  all h e a l t h  i n s u r a n c e  c a r r i e r s  w h o

w r i t e  m a j o r  h e a l t h  i n s u r a n c e  in t h e  s t a t e .  T h e  A s s o c i a t i o n  

a l s o  i n c l u d e s  h o s p i t a l  a n d  m e d i c a l  s e r v i c e s  c o r p o r a t i o n s  

t h a t  o f f e r  s u b s c r i b e r  c o n t r a c t s .  M e m b e r s  m u s t  p a r t i c i p a t e  

a s  a  c o n d i t i o n  o f  d o i n g  b u s i n e s s  in t h e  s t a t e .

S u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  

I n s u r a n c e ,  D C E D ,  t h e  A s s o c i a t i o n  o r g a n i z e s  i t s e l f ,  u s e s  i t s  

B o a r d  o f  D i r e c t o r s  a n d  o f f e r s  m a j o r  m e d i c a l  i n s u r a n c e  t o  

t h o s e  w h o  h a v e  b e e n  r e j e c t e d  b y  t w o  c a r r i e r s  in t h e  

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

p l a c e d  o n  a  s u b s c r i b e r  c o n t r a c t .  T h e  a s s o c i a t i o n  wi l l  

c o n t r a c t  w i t h  o n e  o f  i t s  m e m b e r s  t o  a d m i n i s t e r  t h e  p l a n .

T h e  p r e m i u m s  a r e  c a p p e d  a t  1 2 5 %  o f  t h e  r a t e  c h a r g e d  f o r  

s t a n d a r d  c o v e r a g e  f o r  a  s i m i l a r  p l a n  in t h e  s t a t e .  F o r  

e x a m p l e ,  if  t h e  s t a n d a r d  c o v e r a g e  f o r  a  s i m i l a r  p l a n  w e r e

$ 100 ,  t h e  p r e m i u m  u n d e r  t h i s  p l a n  w o u l d  b e  $ 1 2 5 .

S e n a t e  Bi l l  7 4  c o m p l e m e n t s  o t h e r  r e m e d i e s  a n d  h e a l t h  c a r e  

o p t i o n s  w h i c h  h a v e  b e e n  r e v i e w e d  a n d  r e c o m m e n d e d  b y  t h e  

H e a l t h  C o s t  C o n t a i n m e n t  T a s k  F o r c e .  I t i s  o n e  p i e c e  o f  t h e  

h e a l t h  i n s u r a n c e  p u z z l e  t h a t  t h e  l e g i s l a t u r e  i s  l o o k i n g  t o  

r e s o l v e .  It c a n  s t a n d  a l o n e  a n d  c a n  b e  m o v e d  f o r w a r d



w i t h o u t  w a i t i n g  f o r  o t h e r  l e g i s l a t i o n .  It w o u l d  p r o v i d e  

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

p r e s e n t l y  u n a b l e  t o  g e t  i n s u r a n c e .

" f ,  ,  l . v J t i  /
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SB  7 4

A H IGH  R IS K  POOL FOR THE UN IN SURABLE

S B  74 C r e a t e s  a m e c h a n i s m  to m a k e  h e a l t h  i n s u r a n c e  a v a i l a b l e  to 
t h o s e  w h o  a r e  u n a b l e  t o  o b t a i n  h e a l t h  i n s u r a n c e  o n  t h e  o p e n  market.

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

T h e  b i l l  c r e a t e s  a C o m p r e h e n s i v e  H e a l t h  I n s u r a n c e  
A s s o c i a t i o n  w h i c h  is a n o n - p r o f i t  i n c o r p o r a t e d  legal 
e n t i t y

M E M B E R S H I P

M e m b e r s h i p  in t h i s  a s s o c i a t i o n  is m a n d a t o r y  for all 
h e a l t h  i n s u r e r s  as a c o n d i t i o n  of d o i n g  b u s i n e s s  in 
A l a s k a .

B O A R D  O F  D I R E C T O R S

A  b o a r d  of 7 d i r e c t o r s  is c h o s e n  b y  t h e  m e m b e r s  f r o m  the 
m e m b e r s h i p  s u b j e c t  t o  t h e  a p p r o v a l  of t h e  D i r e c t o r  of t h e  
D i v i s i o n  o f  I n s u r a n c e .  T h e  D i r e c t o r  o f  t h e  D i v i s i o n  of 
I n s u r a n c e  w i l l  s e r v e  as a n o n - v o t i n g  e x - o f f i c i o  m e m b e r  
o f  t h e  b o a r d .  (To be  a m ended)

P O W E R S  A N D  P R O C E D U R E S

T h e  a s s o c i a t i o n ,  e x e r c i s i n g  t h e  p o w e r s  g r a n t e d  co an 
i n s u r e r ,  e s t a b l i s h e s  a d m i n i s t r a t i v e  a n d  a c c o u n t i n g  
p r o c e d u r e s  t o  a d m i n i s t e r  t h e  s t a t e  h i g h  r i s k  h e a l t h  
i n s u r a n c e  plan. T h e s e  p r o c e d u r e s  w i l l  b e  u s e d  t o  c o n t r a c t  
w i t h  a  c a r r i e r  to a d m i n i s t e r  t h e  s t a t e  p lan. T h e  
a s s o c i a t i o n  m a y  sue o r  b e  sued.

P L A N  O F  O P E R A T I O N

T h e  p l a n  of  o p e r a t i o n  is a p p r o v e d  a n d  m a y  b e  m o d i f i e d  b y  
t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e .

T h e  a s s o c i a t i o n  i s  e x e m p t  f r o m  t h e  A d m i n i s t r a t i v e

1



P r o c e d u r e  A c t  a n d  e x e m p t  f r o m  s t a t e  taxes.

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

T w o  t y p e s  of p l a n s  m u s t  b e  o f f e r e d ;

1. a n  i n d i v i d u a l  s t a t e  p l a n  of  h e a l t h  i n s u r a n c e  
c o v e r i n g  m a j o r  m e d i c a l  for h i g h  r i s k  i n d i v i d u a l s ,  
o r

2. m e d i c a r e  s u p p l e m e n t  p o l i c y  for t h o s e  o v e r  65 
y e a r s  o f  a g e  w h o  a r e  h i g h  r i s k

E L I G I B I L I T Y

T O  Q U A L I F Y  F O R  H I G H  R I S K  C O V E R A G E  o n e  m u s t  b e  a b l e  t o  
s h o w  t h a t  t h e  i n d i v i d u a l s  h a v e  b e e n  s t a t e  r e s i d e n t s  f o r  
s i x  m o n t h s  w h o ;

1. h a v e  b e e n  r e j e c t e d  b y  t w o  h e a l t h  i n s u r a n c e  
c a r r i e r s  in t h e  p r e v i o u s  6 m o n t h s  f o r  m e d i c a l  
r e a s o n s ,  or

2. h a v e  a p o l i c y  b u t  an e x c l u s i o n  r i d e r  h a s  b e e n  
p l a c e d  o n  a m e d i c a l  c o n d i t i o n .

B E N E F I T S

T h e  h i g h  r i s k  p o l i c y  c o v e r s  m a j o r  m e d i c a l  s e r v i c e s  l i k e  
t h a t  a v a i l a b l e  t o  g r o u p s  t h a t  a r e  n o t  h i g h  risk. T h e r e  
is a l i f e t i m e  m a x i m u m  o f  $ 1 , 0 0 0 , 0 0 0  f o r  u s u a l ,  c u s t o m a r y  
a n d  p r e v a i l i n g  c h a r g e s .  T h e  c o v e r e d  s e r v i c e s  a r e  d e t a i l e d  
in S B  74. C o v e r a g e  i n c l u d e s  h o s p i t a l  s e r v i c e s ,  
p r o f e s s i o n a l  s e r v i c e s ,  l a b o r a t o r y  a n d  X - r a y  s e r v i c e s ,  a n d  
p r e s c r i p t i o n  m e d i c a t i o n s  a m o n g  o t h e r s .  P l e a s e  s e e  S B  74 
f o r  d e t a i l s .

C O P A Y M E N T  A N D  D E D U C T I B L E

T h e  h i g h  r i s k  p l a n  o t h e r  t h a n  t h e  M e d i c a r e  s u p p l e m e n t  
p l a n  m a y  r e q u i r e  d e d u c t i b l e s  o f  $200, $500, a n d  $ 1 0 0 0  a n d  
c o p a y m e n t s  o f  2 0 %  to a l i m i t  of $ 2 0 0 0  a f t e r  w h i c h  p a y m e n t  
is at  100%. M e n t a l  H e a l t h  s e r v i c e s  r e q u i r e  a 50% 
c o p a y m e n t  t o  a l i m i t  o f  $ 4 0 0 0  p e r  y e ar.

P R E E X I S T I N G  C O N D I T I O N S



P r e e x i s t i n g  c o n d i t i o n s  c a n  b e  e x c l u d e d  f r o m  c o v e r a g e  for 
a p e r i o d  o f  6 m o n t h s  if t h e  c o n d i t i o n  b e c a m e  e v i d e n t  
w i t h i n  t h e  p r e v i o u s  t h r e e  m o n t h s .

H o w e v e r ,  t h e r e  is a w a i v e r  o f  t h e  p r e e x i s t i n g  c o n d i t i o n  
w a i t i n g  p e r i o d  if t h e  p r e e x i s t i n g  c o n d i t i o n  w a i t i n g  
p e r i o d  h a s  b e e n  s a t i s f i e d  w h i l e  t h e  p e r s o n  w a s  c o v e r e d  
b y  a p o l i c y  f r o m  w h i c h  t h e y  h a v e  b e e n  i n v o l u n t a r i l y  
t e r m i n a t e d .

PREMIUMS

T h e  p r e m i u m  c h a r g e d  t h e  i n d i v i d u a l  is c a p p e d  a t  125% of 
t h e  a v e r a g e  p r e m i u m  p a i d  b y  t h o s e  of s t a n d a r d  risk. T h e  
p r e m i u m  w i l l  v a r y  o n l y  o n  t h e  b a s i s  of  a g e  a n d  t h e  
g e o g r a p h i c a l  l o c a t i o n  o f  t h e  insured.

ADMINISTRATION OF THE PLAN

T h e  s e l e c t i o n  of t h e  w r i t i n g  c a r r i e r  to  a d m i n i s t e r  t h e  
s t a t e  p l a n  w i l l  b e  b a s e d  o n  t h e  c a r r i e r ' s  e f f i c i e n c y ,  
a b i l i t y  a n d  e s t i m a t e  of  t o t a l  c h a r g e s .

M e m b e r s  a r e  a s s e s s e d  f o r  l o s s e s  i n  e x c e s s  o f  p r e m i u m s  in 
p r o p o r t i o n  to  t h e  p r o p o r t i o n  of t h e  p r e m i u m s  w r i t t e n  in 
t h e  state.

E a c h  m e m b e r  i n s u r e r  of t h e  a s s o c i a t i o n  s h a l l  s h a r e  t h e  
l o s s e s  d u e  t o  c l a i m s  a n d  a d m i n i s t r a t i v e  c o s t s  a n d  t h e  
c o s t s  o f  t h e  a d m i n i s t r a t i o n  of t h e  a s s o c i a t i o n  t h a t  a r e  
in  e x c e s s  of t h e  i n c o m e  f r o m  p r e m i u m s .  T h e  l o s s  is s h a r e d  
a m o n g  a l l  i n s u r e r s  in p r o p o r t i o n  t o  t h e  p r o p o r t i o n  o f  
p r e m i u m s  w r i t t e n  i n  t h e  s t a t e  b y  t h a t  i n surer. ( E x p e r i e n c e  
in  o t h e r  s t a t e s  is t h a t  t h e  a s s e s s m e n t  t o  i n s u r e r s  d o e s  
n o t  e x c e e d  1% of  t h e  t o t a l  p r e m i u m s  w r i t t e n .  T h u s  
p r e m i u m s  s t a t e - w i d e  s h o u l d  n o t  i n c r e a s e  m o r e  t h a n  1% as 
a r e s u l t  o f  t h i s  a s s e s s m e n t . )

N e t  g a i n s  s h a l l  b e  h e l d  a t  i n t e r e s t  a n d  u s e d  b y  t h e  
a s s o c i a t i o n  t o  o f f s e t  f u t u r e  losses.

ENROLLMENT

P r o v i d e s  t h a t  a s t a t e  r e s i d e n t  a t  h i g h  r i s k  is 
e l i g i b l e  t o  e n r o l l  in t h e  s t a t e  i n s u r a n c e  plan. It 
p r o h i b i t s  e n r o l l m e n t  if  o t h e r  c o v e r a g e  e x i s t s .



W R IT IN G  C A R R IE R 'S  RESPONSE

R e q u i r e s  t h e  p l a n  t o  a c c e p t  o r  r e j e c t  a n  a p p l i c a t i o n  for 
e n r o l l m e n t  w i t h i n  30 days.

EFFECTIVE DATE OF POLICIES

T h e  p o l i c y  is e f f e c t i v e  f r o m  t h e  d a t e  o f  t h e  a p p l i c a t i o n  if 
t h e  f i r s t  q u a r t e r l y  p r e m i u m  h a s  b e e n  r e c e i v e d  a n d  the 
a p p l i c a n t  q u a l i f i e s  f o r  t h e  p o l i c y .

TRANSITION FROM PREVIOUS POLICY

I f  a p e r s o n  is i n v o l u n t a r i l y  d r o p p e d  f r o m  c o v e r a g e ,  is d e n i e d  
c o v e r a g e  b y  o n e  o t h e r  car r i e r ,  a n d  if t h e  p e r s o n  a p p l i e s  to 
t h e  p l a n  w i t h i n  60 d a y s  of t e r m i n a t i o n  a n d  p a y s  t h e  pr e m i u m ,  
t h e i r  c o v e r a g e  a p p l i e s  r e t r o a c t i v e l y  t o  t h e  d a t e  t h e y  w e r e  
t e r m i n a t e d  f r o m  c o v e r a g e .

SOLICITATION OF ELIGIBLE PERSONS

R e q u i r e s  t h e  a s s o c i a t i o n  t o  s o l i c i t  e l i g i b l e  p e r s o n s  for 
e n r o l l m e n t  t h r o u g h  u s e  o f  t h e  pr e s s ,  ra d i o ,  a n d  t e l e v i s i o n .  
I n s u r e r s  a n d  H M O s  t h a t  r e j e c t  a p e r s o n  f r o m  c o v e r a g e ,  o r  a p p l y  
u n d e r w r i t i n g  r e s t r i c t i o n s  s h a l l  n o t i f y  t h e  a p p l i c a n t  o f  the 
e x i s t e n c e  of  t h e  s t a t e  plans, t h e  r e q u i r e m e n t s  f o r  b e i n g  
a c c e p t e d ,  a n d  t h e  p r o c e d u r e  f o r  a p p l y i n g .

DUTIES OF THE DIRECTOR

T h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  I n s u r a n c e  m u s t  a p p r o v e  the 
a s s o c i a t i o n ' s  plan, t h e  a s s o c i a t i o n ' s  c o n t r a c t  w i t h  the 
w r i t i n g  c a r r i e r  i n c l u d i n g  t h e  c o v e r a g e  a n d  p r e m i u m s  t o  be 
c h a r g e d ,  a n d  p a s s  r e g u l a t i o n s  t o  a d m i n i s t e r  t h e  c h a p t e r .

STATE NOT LIABLE

P r o v i d e s  t h a t  t h e  s t a t e  is n o t  l i a b l e  for a c t s  o f  the 
a s s o c i a t i o n .
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P R O P O S A L  B Y  S E N A T O R  K E R T T U L A  

F O R  E X P A N D E D  AVAILABILITY O F  

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

HIGH RISK PQQL EXISTING S B  73/74 PROJECTED PROJECTED EflOJECJED
SENATE. BILL_Z4 ELAN PLAN STATE...CQST EBEM1.UM3 INSiJND. COSI
(M o n ta n a 's  p la n $1,000 Deductible $200, $500 $30,000 Admin. { M o n ta n a 's  p r e m . No more than 1 %

la  u s e d  to  g iv e n  a n & $ 1,000 start-up costs s c h e d u l e  * 3 5  % of total health Ins.

I d e e  o f  p o to n t la l deductibles. a d d e d  c o s t s ) premiums sold.

Im p a c t  In A la s k a . Premium Cap

M o n ta n a 's  p la n  Is of 125%. $1 <17: 100.60

m o r e  r e s t r i c t i v e million lifetime <24: 150.05

th a n  p r o p o s e d  In benefit. <29: 161.87

S B  74. M o n ta n a 's <34: 179.46

1 9 9 0  p o p u la t i o n  w a s <39: 202.18

8 0 3 ,6 5 5  c o m p a r e d  to <44: 229.51
A l a s k a 's  1990  p o p u la t i o n <49: 255.67

o f  5 5 1 ,9 4 7 . <54: 284.27

S E N A T E  BILL 73

{ T h e  S C O P E  p la n $250 Deductible (or Emphasize . $ 2 0 0 ,0 0 0 ( P r e m i u m s  b a s e d 0
o f f e r e d  In D e n v e r hospital care. 0 prev. care/ S C O P E  p r e m i u m s
Is  u s e d  to  g iv e  a n deductible for preventa- nominal copay,. * 3 5 p e r c e n t )
Id e a  o f  th e  p o t e n ­ tative care. 5 0 %  copay. deemphasize hosp.

t ia l  I m p a c t  In A la s k a . of first $5,000 for hospital care with a <30: 44.31

T h e  S C O P E  p la n  d o e s care, 100% thereafter. $15 large deductible & <34: 55.37

n o t  h a v e  a  p u b l ic copayment for Dr. visit, not copayment. <39: 65.58

s u b s i d y ,  t h e  p r o p o s a l a preventative visit. 0 copay. <44: 78.66

In S B  73 w o u ld  In c lu d e for Dr. preventative visit. <49: 94.58

a s l i d in g  s c a l e  fo r  th e Unlimited lifetime benefit <54: 114.47

lo w  In c o m e . T he for under 70, $50,000 lifetime <59: 139.39

c o s t  p r o j e c t i o n s  a re benefit for over 70. <64: 171.95

b a s e d  o n  a p i lo t  p r o je c t  
In a c o m m u n i t y  o f  2 ,1 1 0  
w ith  3 0 %  u n ln s u r e d ; a n  
a v e r a g e  p r e m iu m  c o a t  o f  
$ 6 5  p e r  m o n th ,  a n  a v e r a g e  
a ta te  s u b s i d y  o f  $ 2 0  p e r  
m o n th ,  p e r  p a r t i c ip a n t .

EflQ.iL
HQ.SE/DfLo

20 %  discount
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M E M O R A N D U M  January 24, 1991

SUBJECT: Pooled Health insurance - SB 74
TO: Senator Jay Kerttula
FROM: Michael F. Ford

Legislative Counsel

The following is a sectional analysis of SB 74:
Section 1 - Purpose.
Section 2
Sec. 21.55.010 - Establishes the comprehensive health insurance association and 
provides that membership in the association consists of certain insurers.
Sec. 21.55.020 - Establishes the board of directors of the health insurance association 
and provides for voting rights of members.
Sec. 21.55.030 - Establishes the general powers of the association.
Sec. 21.55.040 - Requires the association to submit a plan of operation. Establishes 
specific items that the plan of operation must include.
Sec. 21.55.050 - Exempts the association from the Administrative Procedure Act.
Sec. 21.55.060 - Provides that the association is exempt from taxation, except for taxes 
on real or personal property.
Sec. 21.55.100 - Requires the association to make insurance available to residents who 
are high risks. Specifies the type of deductible to be offered and requires that a 
medicare supplement plan also be provided to certain residents.



Senator Jay Kerttula

January 24, 1991

Section 3 - Requires the association to make insurance available to eligible residents 
by January 1, 1992.
Section 4 - Effective date.
MFF:pl
91-024.plm



A l a s k a  S t a t e  L e g i s l a t u r e

Legislative Research Agency
130 Seward Street, Suite 218 
Juneau, Alaska 99801-2196

Phone: (907) 465-3991 
Fax: (907) 463-3351

March 19, 1992

MEMORANDUM

TO: S enator  Jay Ke rtUi la

FROM: Paul Eng e lmanS^C/
L e g i s l a t i v e  Analyst

RE: Financial Impact o f  S ena t e  Bill 74:  High Risk Insurance  Pool
Re s e a r c h  Re que s t  92.179

As r e q u e s t e d  in your memorandum o f  Fe bruary 14, 1992 we hav e  e s t imat ed t h e  
f inancial impact o f  t h e  h i g h  r i sk  h e a l t h  insurance  pool c r e a t e d  by S enat e  Bill 
74 (SB 74).  In t h i s  memorandum we di s cus s  t h e  assumptions ne eded to  make t h e  
e s t imat e s ,  e s t imat e  t h e  impact o f  t h e  l e g i s l a t i on  on bad d e b t s  incurred by 
medical p r o v i d e r s ,  and e s t imat e  t h e  e f f e c t  t h e  b i l l  will hav e  on Medicaid 
payments.

T h e  approach taken in t h i s  analysis was to  b e  as ac tuarialy c ons e r v a t i v e  as 
p o s s i b l e .  As a r e s u l t ,  t h e  c o s t  e s t imat e s  may b e  h i g h e r  than t h o s e  d e v e l o p e d  
p r e v i ous ly .  T h e  a l t e rna t i v e  t ha t  would g e n e r a t e  t h e  h i g h e s t  r a t e  was used 
wh e r e v e r  a c h o i c e  was p r e s e n t e d .  T h e  only e x c e p t i on to t h i s  was choos ing  
b e twe en Alaska information and information from o t h e r  r e g i ons .  In t h e s e  c a s e s  
t h e  Alaska data was used.

T h e  analysis yi e l d e d  a monthly r a t e  o f  $181 p e r  insured f o r  t h e  "high risk"  ̂
pool ,  a monthly r a t e  incr e as e  o f  $3.30 f o r  t h e  "main" pool members,  and a I 
maximum pot ent i a l  monthly saving s  o f  $1.12 f o r  t h e  "main--pool members b e c a u s e J  
o f  bad d e b t  r educ t ion.  T h e  at t ach ed t a b l e  shows how computations we r e  made.''

3 3  * 
, . i y >

Assumptions 1

Rat e s :  T h e  Alaska r a t e s  ar e  b a s e d  on t h e  e x p e r i e n c e  o f  nine s t a t e s  with h i g h  
r i sk  pool s  t ha t  hav e  b e en in e x i s t e n c e  f o r  t h r e e  or more y e a r s .  S inc e  all 
but one o f  t h e s e  s t a t e s  has a cap on par t i c i pant  premiums t hat  is  g r e a t e r  than 
t h e  25 p e r c e n t  cap propos ed in SB 74, t h e  premiums in e ach  s t a t e  ar e  adjust ed 
down to r e f l e c t  t h e  income th ey would earn with a 25 p e r c e n t  cap on premiums.

health Benefits Letter, Scandlen Pub l i shing ,  Inc.  Al exandria,  Oc t o b e r  23, 
1991. T h e  ori g inal  s ourc e  is Communicating for Agriculture.
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Pool Part i c i pant s :  Two insurance pools  a r e  a s s o c i a t e d  with SB 74.  A "pain"
pool c ons i s t s  o f  Alaskans who hav e  p r i v a t e  h e a l t h  insurance and are  not in 
"ERISA" programs.2 T h i s  pool is bas ed on Alaska enrol lments  in Aetna (86,200 
s u b s c r i b e r s )  and Blue Cross o f  Washington and Alaska (71,900 s u b s c r i b e r s ) ,  who 
underwrit e  t h e  bulk o f  t h i s  bus ine s s  (75 p e r c e nt )  according  t o  Chris Ulmann o f  
t h e  Division o f  Insurance .  T h e  number qua l i f i e d  f o r  t h e  pool is adjust ed to 
include  o t h e r  commercial h e a l t h  insurers in Alaska.  T h e  final e s t imat e  is 
209,500.

T h e  s i z e  o f  t h e  s econd or "high risk" pool is  bas ed on t h e  Minnesota e x p e r i e n c e  
and is e s t imat ed to hav e  3,180 par t i c i pant s  in Alaska.  T h e  n in e - s t a t e  a v e r a g e  
could b e  used and would r e s u l t  in a lower e s t imat e  o f  703 par t i c i pant s ;  howev e r  
t h e  h i g h e r  number is used b e c au s e  i t  is  t h e  one t hat  yi e l d s  t h e  maximum 
pot ent ial  l i a b i l i t y  f o r  t h e  program.

Two e s t imat e s  ident i fying  t h e  c o s t  o f  t h e  hi gh r i sk  insurance premiums we r e  
conside r e d .  T h e  f i r s t  e s t imat e  us e s  t h e  premium r e v enue  and enrollment from 
t h e  n in e - s t a t e  "high risk" pool .  T h e  premiums ar e  adjust ed to r e f l e c t  a 25 
p e r c e nt  cap in each s t a t e  then t h e  a v e r a g e  r a t e  bas e d on total  enrollment is 
de t e rmined.  T hi s  r a t e  r e f l e c t s  co s t s  in t h e  "lower f o r t y - e i g h t" and was 
adjust ed to  r e f l e c t  Alaska medical c o s t s .  T h i s  r e s u l t e d  in a capp ed r a t e  o f  
$192.

T h e  second approach us e s  an a v e r a g e  ra t e  f o r  t h e  "main" pool as i d en t i f i e d  by 
t h e  Division o f  I nsuranc e /  T h i s  rat e ,  $145, was incr e as ed by 25 p e r c e nt  to 
r e f l e c t  t h e  cap on t h e  hi gh r i sk pool .  T h i s  r e s u l t e d  in a r a t e  o f  $181 f o r  t h e  
"high risk" pool .  T h e  lower r a t e  o f  $181 is used s inc e  i t  d i r e c t l y  r e f l e c t s  
t h e  Alaska insurance  e x p e r i e n c e .

Claims/Expenses :  Be cause  t h e  claims f i g u r e s  ar e  p rov ided on a paid r a t h e r  than 
an incurred b as i s  r e s u l t ing  in an understat ement o f  total  l i a b i l i t y ,  3 p e r c ent

2"S e l f - insur ed firms ar e  exempt under t h e  Employee  Re t i r ement  Income 
S e cur i t y  Act  (ERISA)." Sourc e  :Focus On, O f f i c e  o f  int ergovernmental  A f f a i r s ,  
Heal th Care  Financing Administration.  DHHS, February,  1988

3Costs  we r e  adjust ed using t h e  ACCRA c o s t  o f  l i v ing  index f o r  h e a l t h
e xp endi tur e s  produced by t h e  American Chamber o f  Commerce R e s e a r c h e r s  
As soc iat ion.

^Pe rson a l communication w ith  C h ris  Ulmann.
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is added t o  t h e  paid claims to adjust to an incurred claim amount. Anothe r 
5 p e r c e nt  is  added t o  t h e  l o s s  rat i o  to c o v e r  t h e  incremental administrat i v e  
c o s t s  o f  claims payments.  With t h e s e  two adjustments,  t h e  "fully funded" l os s  
ra t i o  ( t h e  ra t i o  o f  t h e  sum o f  claims and adminis trat i v e  c o s t s  to premiums) is 
e s t imat ed to b e  220 p e r c e n t .  T ha t  is ,  c o s t s  ar e  e s t imat ed t o  b e  120 p e r c e nt  
h i g h e r  than t h e  premiums i f  t h e  r a t e  cap is 25 p e r c e n t .

Estimating t h e  Impact

Estimating t h e  e f f e c t s  o f  SB "4 using t h i s  information is uncomplicat ed.  T h e  
annual h i g h  r i sk  premium is e qj al  to t h e  monthly premium mul t i p l i e d by t h e  
number o f  h i g h  r i sk  pool par t i c i pant s  t imes 12 months. T h i s  y i e l d s  premium 
income o f  $6,916,500. Mult iplying  t h e  premium income by t h e  l o s s  ra t i o  o f  220 
p e r c ent  y i e l d s  claims anc, o p e r a t ing  e xp ens e s  o f  $15,216,300.  Sub t ra c t ing  t h e  
claims and op e r a t ing  e x p ens e  from t h e  premium income yi e l d s  a l o s s  o f  
$8,299,800. T h i s  is t h e  amount t ha t  must b e  d i s t r i b u t e d  among t h e  "main" pool .  
Based on t h e s e  c a l cul a t i ons ,  e a c h  member o f  t h e  MmainMpool will b e  a s s e s s e d  an 
additional premium o f  $3.30 p e r  month or 1.82 p e r c e n t  o f  t h e  b a s e  premium 
amount.

One o f  t h e  e f f e c t s  o f  t h e  pool is t h e  r educt ion o f  bad d e b t s  incurred by 
doc t ors ,  h o s p i t a l s ,  and o t h e r  h e a l t h  car e  p r o v i d e r s .  T h e  e f f e c t  o f  t h e  pool 
on bad d e b t s  is also uncomplicat ed once  an amount o f  t h e  h i g h  r i s k  claims t hat  
would hav e  b e en bad d e b t s  has b e e n  de t e rmined.  Based on di s cus s ions  with Larry 
Ba r t l e t t  o f  Heal th Systems Re s e ar ch ,  Inc.  o f  Washington,  D.C. ,  bad d e b t s  ar e  
assumed t o  b e  equal t o  50 p e r c e n t  o f  t h e  t o tal  h i g h  r i s k  claims.  S inc e  t h e  
"main" pool o f  209,500 c ons t i t u t e s  38 p e r c e nt  o f  t h e  curr ent  populat ion and 
assuming t ha t  t h e  h e a l t h  c a r e  u t i l i za t i on r a t e  by t h e  "main" pool is t h e  same 
as t h e  t o tal  populat ion,  i f  all o f  t h e  b e n e f i t s  o f  t h e  bad d e b t  r educt ion 
e x p e r i e nc e d  by t h e  p r o v i d e r s  we r e  pass ed along to t h e  pool members,  t h e  maximum 
b e n e f i t  t h a t  t h e  "main" pool could r e c e i v e  would b e  $1„12 or 0.62 p e r c e n t  o f  
t h e  b a s e  premium. T h e  b alanc e  o f  t h e  b e n e f i t s  ar e  d i s t r i b u t e d  to o t h e r

5Paid claims usually unde r s tat e  t h e  l i a b i l i t y  t ha t  corr e sponds  to t h e  
premiums e arned f o r  two r e asons .  1) t h e r e  is a l ag  in t h e  payment o f  claims:  
t h e  claims paid at t h e  b e g inning  o f  t h e  curr ent  p e r i od r e f l e c t  claims incurred 
in t h e  p r e v i ou s  p e r i od (as much as 90 p e r c e n t  o f  t h e  claims paid in January 
we r e  incurred in De c embe r)  and t h e  claims paid at  t h e  end o f  t h e  p e r i od do not 
r e f l e c t  t h e  f ul l  amount o f  claims incurred ( t h e s e  claims will b e  paid in t h e  
next  p e r i od ) .  S inc e  c o s t s  ar e  g en e r a l l y  incr e as ing  t h e  claims incurred at t h e  
end o f  t h e  p e r i od will b e  more c o s t l y  than t h o s e  t ha t  ar e  paid at t h e  end.  By 
e s t imat ing  t h e  amount o f  payment l a g ,  an adjustment t o  t h e  paid claims to 
r e f l e c t  t h e  d i f f e r e n c e  in c o s t s  at t h e  b e g inning  o f  t h e  p e r i od and t h e  end o f  
t h e  p e r i od can b e  made. 2) I f  t h e  insured g roup  in incr e as ing  or d e c r e a s in g  in 
s i z e  t h e  number o f  claims will incr e as e  or d e c r e a s e ,  r e s p e c t i v e l y .  Adjust ing  
to an Incurr ed amount o f  claims will also r e f l e c t  t h e  chang e  in claims due  to  
chang e s  i s  g roup s i z e .



Attachment

fyos t  o f  t h e  information was supp l i e d  by Chris As ch enbr enne r ,  Gordon 
'  Landes and Curt Lomas.

# -

Senator  Ke r t t ul a  
March 19, 1992 
Page  4

Alaskans not in t h e  pool .  I f  e i t h e r  t h e  h o s p i t a l s  or  insurance  companies do 
not pass  t h e  full  amount o f  t h e  b e n e f i t  to t h e  p u b l i c  or members o f  t h e  pool 
t h e  b e n e f i t  will b e  l e s s .

T h e  e s t imat e  o f  t h e  e f f e c t  o f  d i s t r i b u t ing  t h e  l o s s e s  o f  t h e  "high risk" pool 
to t h e  "main" pool can chang e  s i gni f i c ant ly J e p ending  on t h e  s i z e  o f  t h e  poo l s .  
For example ,  a d e c r e a s e  o f  10 p e r c e nt  in t h e  number o f  p e o p l e  in t h e  "main" 
pool will r e s u l t  in a c o s t  inc r e a s e  o f  $0.37 p e r  individual when t h e  l o s s e s  
from t h e  h i g h  r i sk  pool ar e  c har g e d  back.

T h e  E f f e c t  on Medicaid Payments

A f t e r  contac t ing  s e v e r a l  individuals in t h e  ag ency t hat  de t e rmine s  which 
individuals qual i fy f o r  Medicaid,  we we r e  unabl e  to d e v e l o p  an e s t ima t e  o f  t in 
impact o f  t h e  h i g h  r i sk  pool on Medicaid,  al t hough i t  is l i k e l y  to b e  q u i t e  
small.  T h o s e  individuals c ontac t ed f e l t  t h e  number o f  p e o p l e  who "spend down" 
in o rde r  to qual i fy f o r  t h e s e  programs is  v e ry small (1 p e r c ent  or l e s s ) . 6 In 
addition,  i t  is h i g h ly unl ike ly anyone with s u f f i c i e n t  d i s c r e t i onary cash 
income to b e  a b l e  to a f f ord t h e  premiums f o r  t h i s  program would qual i f y f o r  
Medicaid b e n e f i t s  (a young mother l i v ing  with someone was t h e  only s p e c i f i c  
instance  mentioned) .  I f  t h i s  is  t h e  c a s e ,  t h e  impact o f  t h e  h i g h  r i s k  pool 
on Medicaid r e c i p i e n t s  would b e  v e ry small.  Unfortunat e ly none o f  t h e  
individuals who we r e  contac t e d could do more than t a l k  in broad 
g e n e r a l i z a t i ons ;  as a r e s u l t ,  we did not f e e l  c omf or ta b l e  d e v e l o p i n g  a r a t e .  
None o f  t h e  individuals contac t ed knew o f  any study o f  individuals "spending 
down" to qual i fy f o r  Medicaid.

We hop e  t h i s  information is us e ful  to you. I f  you hav e  any qu e s t i ons  or would 
l i k e  additional information, p l e a s e  contact  t h i s  ag ency.

T h e  ag ency s t a f f  indicat ed an i n t e r e s t  in t h e  pool as a way to insure  some o f  
t h e i r  low income hi g h  r i sk individuals (Medicaid would pay t h e  premiums).  My 
understanding is Medicaid q ua l i f i e d  individuals would not b e  e l i g i b l e  f o r  t h e  
"high risk" pool t h e  way i t  is now s t ruc tur ed .  Howeve r i f  t h ey w e r e  de t e rmined 
to b e  e l i g i b l e ,  t h e s e  individuals would r e duc e  t h e  b e n e f i t s  t o  t h e  S t a t e  by 
s h i f t i n g  money away from f e d e ra l  Medicaid do l l ar s  to Alaska insurance  do l l a r s .



Impact and Rating Information for SB 74

High Risk Health Insurance Pool Experience 
S e lec ted  S tates - 1390 .Frorn neailh  Benents Letter)

Premium -remiums Claims wOSS 1990 Enrollment

alate Enrollment .QilO Paid Paid Ratio Poouiatton % of Pop.

Connecticut 2.200 150% 34.496 310.438 232% 3.295 0.07%

Floriaa 5.934 300% 312.444 317.425 140% 15.003 C.05%

Indiana 3.080 150% 58.377 516.978 203% 5.564 0,06%

Iowa 1 971 150% 54.574 55.054 110% 2.787 0.07%

Minnesota 25.272 125% 525.735 $49,470 192% 4.387 0.58%

Montana 304 400% S629 $570 9 1 % 804 0.04%

Nebraska 2.904 165% 54.423 56.760 153% 1.585 0.18%

North Dakota 1.303 135% 32.571 54.312 168% 541 0.20%
Tennessee 4.121 150% 310.775 517.121 159% 4.897 0.08%

Total/Average 47.089 158% S74.024 SI 28.128 173% 36.964 0.13%

Experience Adjusted to a 125 percent cap = $60,366 5128.128 2 1 2%

1) Average Monthly Premium Paid 

Adjusted to a 125 percent Cap 

Adjusted to Alaska Costs Using 

A C C U R A  Cost Index

$131

$107

$192

2) Average Monthly Premium Based 

on Division of Insurance Data 

Adjusted to 125 percent Cap

51*15

$181

Alaska Enrollment in High Risk Pool

1) Based on Nine State Average 703

2 ) Based on Minnesota Experience 3180
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Estimating the E ffects ot SB  7 4

AssumDiians.
Number of insurea's in Main Pool' 209 .500
Number of Insured's in High Risk Pool 3 180
Premium with a 125 Percent Cap 3181
Paid l oss Ratio 212%
Factor to Ad|ust Paid Claims to incurred 3%
Incremental Claims Payment Cost 5%

Fully Funded Loss Ratio 220%

Annual Income (Premium x pool x 12 months) S6.916.500

Annual Claims Expense (Income x Loss Ratio) $15,216,300

Losses to De Coverea oy M a m  Pool S8.299.800

Annual Cost per Main Pool Member S39.62

Monthly Cost per Main Pool Member 53.30

Effect on Bad Debts

Assume 50 percent of the estimated claims amount would have ended up as bad debt (probably would 

be less)
Estimated bad debt reduction S7.435.238

Savings to insurance pool members (assumes that the insurance pool covers 38 percent of the 

population). $2,825,390

Maximum possible reduction of pemiums (insurance companies transfer full savings)

S1.12 0 .62%

’Based on 86.200 Aetna +71900 Blue Cross = 7 5 %  Main Pool 
Source: Division of Insurance (Chris Ulmann)

Prepared by Legislative Research, March 1992 (92.179)
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M E M O R A N D U M 1 4  A p r i l  1 9 9 2

TO: Senate HESS Committee Members
FROM: Senator Arliss Sturgulewski, Chair

Following are recommendations regarding the amendments 
proposed by the division of insurance and others.
DO NOT RECOMMEND ADOPTION:
Pages 1-6 of amendments offered by div of insurance.
These amendments combine the associations of SB 74 & SB 242
RECOMMEND ADOPTION:
Page 7 of amendments offered by div of insurance.
Provides additional options for deductibles. Clarifies Medigap 
coverage available only to high risk residents covered by Medicare. 
Clarifies state plan coverage must be made available to eligible high 
risk residents.
DO NOT RECOMMEND ADOPTION:
Page 8-12 of amendment offered by division of insurance. 
Establishes a benefit committee to decide benefits offered by pool 
rather than outlining benefits to be covered in statute.
DO NOT RECOMMEND ADOPTION:
Page 13 of amendments offered by division of insurance.
This amendment is a clarifying amendment following adoption of 
amendments on pages 8-13.
RECOMMEND ADOPTION:



Page 14 o'.'amendments offered by division of insurance, 
prohibits coverage where workers' compensation policy is available.
DO NOT RECOMMEND ADOPTION:
Page 15 of amendments offered by division of insurance.
This amendment is a clarifying amendment following adoption of 
amendments on pages 8-13.
RECOMMEND ADOPTION
Pages 16 & 17 of amendments offered by division of insurance, 
clarifies that persons eligible for other health benefits are ineligible 
for this program.
Page 18 is a duplicate.
RECOMMEND ADOPTION
Page 19 of amendments offered by division of insurance.
Clarifying amendment regarding licensed persons.
RECOMMEND ADOPTION
Page 20 of amendments offered by division of insurance.
Clarifying amendment.
RECOMMEND ADOPTION
Page 21 of amendments offered by division of insurance 
Provides guidance as to what may constitute a medical condition.
RECOMMEND ADOPTION
Page 22 of amendments offered by division of insurance.
Sets out requirements for legislative review of plan.
OTHER SUGGESTIONS:
RECOMMEND ADOPTION:
Page 2, Line 5.

after "division of Insurance, add: "at least two board members 
shall be consumers appointed by the director of the division of 
insurance"
(offered by Kerttula)
RECOMMEND ADOPTION:
Page 2, line 17 through 23:



The association should have the power to receive funds from 
other sources.
RECOMMEND ADOPTION 
Page 8, Line 17:

HIAA, Aetna, and the division of insurance all agree that the 
percentage amount that can be charged for premiums should be 
higher than 125% and probably should be 150%. (I-IIAA - 200%)



M E M O R A N D U M 1©  A p r i l  1 9 9 2

TO: Senator Arliss Sturgulewski
FROM: S taff

Following is a list of suggested changes or amendments to Senate 
Bill 74:
Page 2, Line 5.

/  \
after "division of Insurance, add: "at least two board members 

shall be consumers appointed by the director of the division of 
insurance" amendment by Kerttula

S ta f f  r e c o m m e n d s  that it b e  t he c o m m i s s i o n e r  o f  the 

d e p a r t m e n t  o f  c o m m e r c e  w h o  a p p o i n t s  m e m b e r s .

Page 2, line 17 through 23:
the division of insurance feels that the association shoulc 

the power to receive funds from other sources
have

v

S t a f f  c o n c u r s

Page 2, line 28:

L-

ion provides that if the association fails to act on a 
plan of operation, the director may adopt regulations. This 
provision was in the original SB 24-2 and it was felt that it was not



S ta ff  recom m ends that the a ssocia tion  b e  respon sib le  f o r  the 
plan o f  operations.

Page 3. lines 4 through 17:
the division of insurance recommends that language be added 

to provide that the association establish standards for cost 
containment.\  y

S ta ff  concurs.

Page 3, lines 27 through 29:
the division of insurance and the HIAA both recommended 

removed of this section, division of insurance says it is redundant, 
and probably ok to leave in.

S ta ff  recom m ends it be  left in.

Page 4, line 5:
HIAA recommends reduction of lifetime maximum  from 

$1,000,000 to $500,000.
S ta ff  recom m ends it be  left a t $ 1 ,0 0 0 ,0 0 0

Page 4, Line 12:

) this section excludes dental services from the sendees offered
under this plan.

I S ta ff  recom m ends dental serv ices b e  included.

v4Page 5, Line 25 through 31:

HIAA recommends that the amount of the deductible be raised 
from the current amount in the bill of $200,$500,&$1000 to $1000 
and $5000.

S ta ff  h a s  no recom m endation , a lthough  $ 1 0 0 0  a n d  $ 5 0 0 0  
seem s high.

t h e  d u t y  o f  t h e  d i r e c t o r  t o  a c t  i f  t h e  a s s o c i a t i o n  d r o p p e d  t h e  b a l l .

i.



HIAA and the division of insurance both feel that the 6 month 
preexisting condition exclusion is too short and recommend it be 
lengthened.
Page 8, line 15:

the division of insurance feels that the estimate of rates should 
be submitted annually

S ta ff  con cu rs  

Page 8, Line 17:
HIAA, Aetna, and the division of insurance all agree that the 

percentage amount that can be charged for premiums should be 
higher than  125% and probably should be 150%. (HIAA - 200%)
Page 9, line 26:

HIAA & Aetna both feel there should be a prohibition against 
employers taking an employee out of the regular insurance policy 
and putting that employee into this insurance pool ("dumping"). ■

the insu rance com pan ies sa y  that SB 2 4 2  will take care o f  the 
p rob lem  o f  h igh  risk  em ployees - this bill, how ever, is a  m uch better 
d e a l f o r  h igh  risk  p erson s, w hether or not the em ployer is pay in g  
the prem ium s. The p olicy  question  is i f  the legislature fe e ls  that 
h igh  risk  p e rso n s  sh ou ld  b e  su bsid ized , or run the risk o f  getting 
the boot fr o m  their em ployers b eca u se  o f  the high insurance 
prem ium s a n  em ployer h a s  to p a y  (SB 2 4 2  a llow s f o r  5 x  the 
prem ium  b a s e  rate to be  ch a rged  f o r  high risk em ployees).

Page 10, Line 28 through 31:
the division of insurance believes that there should be an 

exclusion in  this section for persons who are able to ootain 
insurance through COBRA or conversion policies

P a g e  6 ,  L i n e s  1 7  t h r o u g h  3 1 ;

P a g e  1 1 ,  L i n e  1 &  2 :



the division of insurance suggests that the director, by 
regulation, be able to add eligibility requirements.!
Page 12, Lines 6 through 14-

here again, the director is responsible for duties that may be 
more appropriately assigned to the association itself.
Page 14, Ohe 5\

Sen. Kerttula offered amendment deleting "for medicsd 
^ T e a s o n s^ f rem - th is  line. Both HIAA and Aetna object to tlpfis deletion 

on the grounds that the purpose of this legislation is to ensure that 
unhealthy individuals can get insurance. Sen. Kerttula's position is 
that persons are often denied insurance because of the class of 
persons they belong to.

S t a f f  h a s  n o  r e c o m m e n d a t i o n .

Page 14, Line 10:
add: (c) have been refused by two insurers to issue insurance 

except at a rate exceeding the state high risk plan rate (offered by 
Kerttula } HIAA objects to adoption of this amendment.

S t a f f  h a s  n o  r e c o m m e n d a t i o n .

i N O T E :  t h e  a s s o c i a t i o n  i t s e l f  is e x e m p t  f r o m  t h e  a d m i n i s t r a t i v e  
p r o c e d u r e s  a c t ,  b u t  t h e r e  a r e  s e v e r a l  r e f e r e n c e s  in t h e  l e g i s l a t i o n  t o  t h e  
a b i l i ty o f  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  i n s u r a n c e  t o  p r o m u l g a t e  
r e g u l a t i o n s  a f f e c t i n g  t h e  o p e r a t i o n  o f  t h e  a s s o c i a t i o n .  T h e r e  s h o u l d  b e  a  
p o l i c y  d e c i s i o n  m a d e  a s  t o  h o w  m u c h  c o n t r o l  t h e  d i r e c t o r  h a s  o v e r  t h e  
a s s o c i a t i o n .



Recommends the premium be 150 percent (rather than 125 
/  percent) of average premium. Goes on further to suggest that it be 

175-200 percent. *
y  ^  ̂  ' ’L' Recommends allowance of a credit against premium taxes (2.7%)

Recommends increase in deductibles (current bill = $200, $500, and 
$1000)(recommendation=$1000 & $5000.)

/  Recommends removal of medicare eligible persons so that this will 
not act as medicaid supplement coverage.
Recommends reduction of lifetime maximum from $1,000,000 to 
$500,000.
Recommends extension of pre-existing condition exclusion from 
three months to 10 months.

, Recommends barring employers from paying prem iums for that 
/ person so as to avoid "dumping" (goes on to say that SB 242 will 

elim inate the need)
Recommends listing in the legislation of persons ineligible for 
coverage.
Recommends deletion of section allowing persons to purchase 
insurance retroactively w ithin 60 days of term ination of previous 
coverage after making application.

/ Recommends no adoption of amendment proposed by sponsor 
// which deletes "for medical reasons" w ithin the definition of high risk 

resident.

j  Recommends no adoption of amendment that would allow persons 
N who have been refused by two insurers to issue insurance except at 

a rate exceeding the state high risk plan rate.

S U M M A R Y  O F  C O M M E N T S  B Y  M E I S E L S  R E :  S B  7 4



Recpmniends the premium be 150 percent (ratner than 125 
/y<LrcentAof average premium. Goes on further to suggest that it be 

^  (175- 20Q^ercent. %

- Recommends cllowance o fa e j^ d it against premium taxes (2.7%)
Recommends increase in deductibles (current bill = $200, $500, and 
l$1000)(recommendation=$1000 & $5000.)
Recommends removal of medicare eligible persons so that this will 

^not act as medicaid supplement coverage.
U < / )tU u x a i0 fL ,
Recommends reduction of lifetime maximum  from $1,000,000 to 

*$500,000.
Recommends extension of pre-existing condition exclusion from 

vthree months to 10 months.
( j  m O M l' t *  ID  3  

Recommends barring employers from paying prem iums for that 
rx person so as to avoid "dumping" (goes on to say that SB 242 will 

. eliminate the need)/
JJ> Recommends listing in the legislation of persons ineligible for 

coverage.

Recommends deletion of section allowing persons to purchase 
insurance retroactively w ith in 60 days of term ination of previous 
coverage after making appUcation .T^ f^g; - d e & x /g y  ** d & /)fj/)u J z Z

Recommends no adoption of amendment proposed by sponsor 
which deletes "for medical reasons" w ithin the definition of high risk

S U M M A R Y  O F  C O M M E N T S  B Y  M F I S E L S  R E :  S B  7 4

Recommends no adoption of amendment that would allow persons 
who have been refused by two insurers to issue insurance except at 
a rate exceeding the state high risk plan rate.
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f y  PROPOSED AMENDMENTS TO SB  7 4

/
S\

I?
r  ' j*

j  h <’ <■

P a g e  2 l i n e  5 a f t e r  " d i v i s i o n  o f  i n s u r a n c e . "  Add: - /

"In a d d i t i o n  a t  l e a s t  2 b o a r d  m e m b e r s  s h a l l  be  
c o n s u m e r s  a p p o i n t e d  b v  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  
o f  I n s u r a n c e " .

/ /f / ^  /
?age 14 l i n e  ^ d e l e t e  " [ f o r  m e d i c a l  r e a s o n s ] "

P a g e  14 b e t w e e n  l i n e  10 a n d  l i n e  11 Add:

11 (CM h a v e  b e e n  r e f u s e d  b v  t w o  i n s u r e r s  to  issup> 
i n s u r a n c e  e x c e p t  a t  a r a t e  e x c e e d i n g  t h e  s t a t e  h i g h  
r i s k  p l a n  rate".



CARVE-OUTS PROM EMPLOYER GROUPS

T lila  amendment add resses  the p o t e n t i a l  problem o f  i n s u r e r s '  
cu rv in g  ou t unhea lthy  employee* and dependents from employer 
groups and "dumping" such In d iv id u a ls  in to  the h ig h - r i s k  p o o l .  I t  
i s  taken from the Connec t icu t s t a t u t e  govern ing th a t  s t a t e ' s  
in d iv id u a l  h i g h - r i s k  p la n  (Conn. Gen. Sca t . Ann. § 3 8 a -5 5 6 (c )  (Wear. 
Supp. 1 9 9 2 ) .
Page 1.0, 11 ne 27 - Insert after the period:

"No m ember {of th* Association] shall be 

perm i t t e d  to select out. individual lives from an 

empl o y e r  group to be insured by or through the 

association."

Puge 9, lin^o 26-27 - Delete the entire subsection and re-letter 

the r e maining subsectiono accordingly. This section contemplates 

employers' c a r v i n g  out unh e a l t h y  employees from the employer group 

and sending those risks to the h i g h - r i s k  plan. Such carve-outs by 

employers, as well as by insurers, are contrary to the purpose of 

the h i g h - r i s k  pool, will produce an excessively large pool, and 

should be illegal.

E L I G I B I L I T Y  FOR T HE HIGH-RISK PLAN

This a mondment clarifies that persons possessing or eligible -far. 

s u b s t a n t i a l l y  similar coverage under other h e a l t h  plans are not 

eligible for the h i g h - r i s k  plan. If is taken from the NAIC's 

M O D E L  H EALTH INSURANCE POOLING M E C H A N I S M  ACT.

Peg.'; 10, lines 28-29 - Delete everything up to the period. Insert 

the following:

"A p a r s o n  shall n ot ba eligible for coverage 

u n d e r  the plan if the person has or obtain* 

health insurance coverage substantially similar 
to or more comprehensive than a plan policy, or 

would be eligible to have coverage if the person 

e l e cted to o b t a i n  it. Persons otherwise eligible 

for p l a n  coverage may, however, solely for the 

p u r pose of havlnp coverage for a preexisting 

condition, m a i n t a i n  other coverage only while 

s a t i sfying any pr e e x i s t i n g  condition waiting 
p e riod under a p l a n  policy."



PREMIUM LEVEL

Page 8, lino 17 - Deloco "X Z 5," ancl Insure " } 5 0 " . S e t t i n g  the 

p r e m i u m s  as lew as Minnesota's wil l  puah Alaska's pool into the 

Dome deficit situation as Minn e s o t a  is now facing (§28 million).

A lo w  p r e m i u m  will unduly raise a s s e ssment levels for insurers and 

cause severe cost-shifting from the h i g h - r i s k  p o p ulation to ocher 

insureds in Alaska.

REJECTION FOR MEDICAL REASONS

Page 14, line 4 - Reject the p r o p o s e d  amendment to delete "for 

me d ical r e a s o n s " . The whole purpose of a h i g h - r i s k  plan is to 

enable unhealthy indiviJualo who cannot get coverage to obtain it. 

Thus, the only rational basis for a c cepting otherwise rejected 

individuals under this plan is that they were rejected for medical 

r e a s o n s .


