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Objective:

Materials:

Introduction:

Vocabulary
Preparation:

S t u d e n t s  w i l l  v i e w  a  

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

e f f e c t i v e n e s s  o f  w a t e r  t r e a t m e n t ,  

a n d  v / i l x  e x p l a i n  a t  l e a s t  t h r e e  

o f  t h e  f o u r  s t e p s  i n  t h e  

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

a c c u r a c y .

T h r e e  g l a s s e s  

P a c k e t  o f  b a k e r ' s  y e a s t  

H o u s e h o l d  b l e a c h  

( D O  N O T  a l l o w  t h e  s t u d e n t s  t o  

s e e  t h e  b l e a c h  b o t t l e )

T w o  t a b l e s p o o n s  s y r u p  ( K a r o ,  

e t c . )

T e a s p o o n  

S t i r r i n g  r o d  

O n e  s t u d e n t  r e a d i n g  m a t e r i a l :  S o u t h e a s t  A l a s k a

E m p i r e  a r t i c l e  ( p p .  ) .

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

c o n t a i n e r  l a b e l e d  P O I S O N  b e f o r e  t h e  e x p e r i m e n t .  D o  

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

h o u s e h o l d  b l e a c h .

T h i s  l e s s o n  w i l l  s h o w  t h e  e f f e c t s  o f  c h l o r i n e  o n  

m i c r o - o r g a n i s m s .  I t  w i l l  t a k e  a p p r o x i m a t e l y  t w o  

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

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

m o r n i n g  a n d  t h e n  s e t  a s i d e  f o r  e x a m i n a t i o n  l a t e r  

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

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

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

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

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

o r g a n i s m s  i n  t o w n  w a t e r  s u p p l i e s  s i n c e  1 8 9 7 .  I t  

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

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

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

t a s t e  a n d  o d o r .

s a l m o n e l l a

c o n f i r m e d

r e q u i r e m e n t s

d i a r r h e a

d i s i n f e c t i o n

p r e v e n t a t i v e s

f e c e s

i n v e s t i g a t i o n

c h l o r i n a t i o n

h y g i e n e
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I n s t r u c t i o n a l
A c t i v i t i e s :  X .  E x p l a i n  t o  t h e  c l a s s  t h a t  t h e y  w i l l  s e e  a n

e x p e r i m e n t  i n  w h i c h  t h e  m i c r o - o r g a n i s m s  t h e y  h a v e  

s t u d i e d  w i l l  b e  e l i m i n a t e d  f r o m  w a t e r .  E x p l a i n  

t h i s  p r o c e s s  w i l l  b e  d o n e  i n  t w o  p e r i o d s  -  f i r s t  

i r o w i n g  t h e  o r g a n i s m s  a n d  l a t e r  d e s t r o y i n g  t h e m  

b y  u s i n g  a  c h e m i c a l  c a l l e d  c h l o r i n e .  C h l o r i n e  

k i l l s  d i s e a s e  c a u s i n g  m i c r o - o r g a n i s m s  a n d  m a k e s  

w a t e r  t a s t e  a n d  s m e l l  b e t t e r .

a .  T h e  e x p e r i m e n t  b e g i n s  b y  a d d i n g  1 / 2  t e a s p o o n  

o f  d r i e d  b a k e r s '  y e a s t  t o  1 / 2  g l a s s  o f  w a r m  

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

t o  t h e  p e r i o d  a n d  r e d o n e  f o r  d e m o n s t r a t i o n  

p u r p o s e s  f o r  t h e  s t u d e n t s .

b .  S e p a r a t e  t h e  m i x t u r e  i n t o  t w o  c l e a n  g l a s s e s .  

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

A d d  1 t e a s p o o n  o f  s y r u p  ( y e a s t  w i l l  f e r m e n t  t h e  

s u g a r  -  p r o d u c i n g  a l c o h o l  a n d  c a r b o n  d i o x i d e  

w h i c h  f e e d  t h e  m i c r o - o r g a n i s m s )  t o  e a c h  g l a s s  

a n d  s t i r  g e n t l y .  S e t  t h e  g l a s s e s  a s i d e  f o r  

l a t e r  e x a m i n a t i o n  m a r k i n g  t h e m  f o r  

i d e n t i f i c a t i o n .

c .  T o  b e g i n  t h e  a f t e r n o o n  L e r i o d  t e l l  t h e  s t u d e n t s  

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

f r o m  T h e  S o u t h e a s t  A l a s k a  E m p i r e  b y  I n e s  

E d i c o t t ,  w r i t t e n  s o m e t i m e  d u r i n g  t h e  s u m m e r  o f  

1 9 7 4 ,  w h i c h  r e p o r t s  o n  a  w a t e r - b o r n e  d i s e a s e  

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

d .  S a y  t h a t  w e  w i l l  n o w  l o o k  a t  w h a t  t h e  c h l o r i n e  

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

o r g a n i s m s .

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

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

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

y e a s t .  ( T h e  c h l o r i n e  k i l l e d  t h e  y e a s t  e x a c t l y  

l i k e  i t  k i l l s  t h e  b a c t e r i a ,  a l g a e ,  a n d  

p r o t o z o a n s  i n  t h e  w a t e r  w h i c h  m i g h t  c a u s e  

s i c k n e s s . )

2 .  D e v e l o p  a  l i s t  o f  p o l l u t i o n  s o u r c e s  o n  t h e  

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

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

S u g g e s t e d
S p e a k e r s



S o u t h e a s t  A l a s k a  E m p i r e  -  A r t i c l e  

b y  I n e s  E d i c o t t

T h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  y e s t e r d a y  i s s u e d  t o  

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

s e r v e d  b y  t h e  S w i t z e r  C r e e k  w a t e r  s u p p l y .

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

o f  a n  o u t b r e a k  o f  s a l m o n e l l a .

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

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

a u t h o r i t i e s .  O n  J u l y  2 3 r d  f r o m  5  p . m .  t o  6 : 3 0  p . m . ,  a n

i n v e s t i g a t i o n  b y  r e p r e s e n t a t i v e s  o f  t h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  

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

t h e  w a t e r  s y s t e m " .

A c c o r d i n g  t o  t h e  o r d e r ,  t h e  w a t e r  m u s t  k e e p  a n  a d e q u a t e  l e v e l  o f  

c h l o r i n e  t h r o u g h o u t  t h e  w a t e r  s u p p l y .  T h e  o r d e r  f u r t h e r  w o n ' t  

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

r e q u i r e m e n t s  a r e  m e t .

T w e n t y - t h r e e  c a s e s  o f  s a l m o n e l l a  i n f e c t i o n  w e r e  d i s c o v e r e d  h e r e  

l a s t  w e e k  b y  t h e  p u b l i c  h e a l t h  l a b .

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

s t o m a c h  a c h e ,  d i a r r h e a ,  n a u s e a ,  v o m i t i n g  a n d  f e v e r .  T h e  q r g a n i s m  

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

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

T o  b e  s a f e ,  t h e  D i v i s i o n  o f  P u b l i c  h e a l t h  r e c o m m e n d s :

«%

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

t o i l e t  f a c i l i t i e s .

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

o f  y o u n g  c h i l d r e n .

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

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

t h a n  2 1  h o u r s  s h o u l d  s e a  t h e i r  d o c t o r  o r  c o n t a c t  t h e  

P u b l i c  n e a l t h  O f f i c e .



L e s s o n  V  

O b j e c t i v e :

M a t e r i a l s :

I n t r o d u c t i o n :

F o l l o w i n g  a  v i s i t  t o  a  l o c a l  

w a t e r  t r e a t m e n t  f a c i l i t y ,  

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

f i n d i n g  w o r k s h e e t  w i t h  a n  

a c c u r a c y  o f  a t  l e a s t  s i x  o f  

t h e  t e n  i t e m s .

• V i s i t i n g  a r r a n g e m e n t s .

V i s u a l  a ^ :  W a t e r

d i s t r i b u t i o r f ^ s e c t i o n

( p g -  _______)
* S u g g e s t i o n s  s h e e t  f o r  F a c t  

F i n d i n g  W o r k s h e e t  f p q . Z g  )

' P o s t e r  o f  w a t e r  d i s t r i b u t i o n  

c r o s s  s e c t i o n  

‘ H o w  W a t e r  T r e a t  F a c i l i t i e s  

W o r k  ( p g .  53. )
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T h i s  l e s s o n  p r o v i d e s  a  

c o n c r e t e  r e f e r e n c e  f o r  t h e

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

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

p r e p a r e d  b e f o r e  t h e i r  v i s i t .  D e v e l o p  a  s e t  o f  

q u e s t i o n s  t o  a s k  d u r i n g  t h e  v i s i t .

H a v e  a d v a n c e d  c o n t a c t  w i t h  t h e  p e r s o n  w h o  w i l l  b e  

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

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

f i n d i n g  w o r k s h e e t .

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

v a r i e d  s o p h i s t i c a t i o n .  M a n y  A l a s k a n  f a c i l i t i e s  d o  

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

m a i n t a i n i n g  a  s o u r c e  a n d  d i s t r i b u t i o n  s y s t e m  f r e e  

o f  c o n t a m i n a t i o n .  L e a r n  f o r  y o u r s e l f  i n  a d v a n c e  o f  

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

y o u  c a n  e s t a b l i s h  a  f o c u s  f o r  t h e  s t u d e n t s 1 f i e l d  

e x p e r i e n c e .
s

S m a l l  v i l l a g e s  m a y  h a v e  a  s y s t e m  a s  s i m p l e  a s  a  

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

s t r e a m  w a t e r  t o  h o m e s .  I n  o t h e r s ,  t h e  s c h o o l  m a y  

h a v e  t h e  o n l y  w a t e r  s y s t e m .  H e r e ,  t h e  m a i n t e n a n c e  

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

a n d  h o w  c o n t a m i n a t i o n  o f  d r i n k i n g  w a t e r  i s  a v o i d e d .

I n c l u d e d  h e r e  i s  a  v i s u a l  " W a t e r  D i s t r i b u t i o n  C r o s s  

S e c t i o n "  w h i c h  p r o v i d e s  b a c k g r o u n d  i n f o r m a t i o n  f o r  

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

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

w a s  s e e n .

4
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Additional
Activities

Suggested
Speakers

C .  i s  c h l o r i n e  u s e d  i n  t r e a t m e n t ?  I s

a n y t h i n g  e l s e  a d d e d ?

D .  H a v e  t h e r e  e v e r  b e e n  a n y  o u t b r e a k s  o f

d i s e a s e  l o c a l l y  t h a t  m i g h t  h a v e  b e e n

c a u s e d  b y  w a t e r  p r o b l e m s ?

M a k e  a  l i s t  o f  t h e  c l a s s  q u e s t i o n s  t o  b e  

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

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

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

4 .  M a k e  t h e  v i s i t  t o  t h e  t r e a t m e n t  f a c i l i t y .  B e  

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

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

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

" W a t e r  D i s t r i b u t i o n  C r o s s  S e c t i o n " .

5 .  F o l l o w i n g  t h e  v i s i t ,  d u p l i c a t e  a n d  d i s t r i b u t e  

t h e  f a c t - f i n d i n g  w o r k s h e e t  f o r  ; h e  s t u d e n t s  t o  

c o m p l e t e  a n d  h a n d  i n .

1. W r i t e  a  s t o r y  a b o u t  a  h e r / h e r o i n e  w h o  s a v e  t h e  

d a y  f o r  a  t o w n  o r  g r o u p  o f  p e o p l e  w h o  h a v e  a  

d a n g e r  i n  t h e i r  d r i n k i n g  w a t e r .

2 .  M a k e  a  l i s t  o f  t h i n g s  w h i c h  a) i n d i v i d u a l  

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

s u r e  t h e i r  d r i n k i n g  w a t e r  i s  s a f e .

3 .  W r i t e  a  s t o r y  a b o u t  a  d r o p  o f  w a t e r  t r a v e l i n g  

f r o m  t h e  s o u r c e  ( w e l l ,  r i v e r ,  e t c . )  t h r o u g h  t h e  

t r e a t m e n t  p l a n t  a n d  i n t o  y o u r  h o m e .

P l a n t  o p e r a t o r

- : n
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EXPENDITURES/REVENUES: (THOUSANDS 0 F DOLLARS)
OPERATING FY 91 FY 92 FY93 FY 94 FY 95 FY 96
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants, Claims
Miscellaneous
TOTAL OPERATING

112.7 112. 7
40. 4 40 .4

14 5.3 1 4 . .
3 . 5 3.5

21.0 1.0

322.9 302.9 * VT

CAPITAL

REVENUE | 12 2 ,7 2 3 .3 1 8 , 5 7 3 .  6 4 2 , 6 7 7 . 1 , 6 1 4 , 9 5

FUNDING: (THOUSANDS OF DOL LARS)
General Fund 
Federal Fund 
Other 
TOTAL

322.9 302.9 r»
JU
r%

.... j z z . y 3UZ.9 * . U

POSITIONS:
Full-Time
Part-Time
Temporary

2 2

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY) See pages 2 and 3 f o r  b u d g e t d e t a i
* A f t e r  J u ly  1, 1992,  th e  A u th o r i t y  s h a l l  p ro v id e  th a t  s u f f i c i e n t  prem ium s 

a re  c o l l e c t e d  t o  p ro v id e  th e  re q u ire d  in s u ra n c e  cove rage  and to  pay the  
expenses o f  th e  A u th o r ^ t^ ,

Prepared By: D a le  S ta le y C fo r  S e n a to r J im  Duncan phone: A65-^*766
Division: ___________________________________________ Date: 3 - 1 - 0 1

Approved B y : _________________________________________________________________
Agency:  Date:_________________

DISTRIBUTION (BY PREPARER) REQUESTOR
LEGISLATIVE FINANCE OFFICE OF MANAGEMENT & BUDGET
LEGISLATIVE SPONSOR AGENCY(IES)
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CONTINUATION OF FISCAL NOTE:

Senate Bill 83 "An Act relating to the Alaska State Health Resources
Authority; relating to the delivery, quality, and financing 
of health care for residents of the state, and to the 
issuance of certificates of need; and providing for an 
effective date."

R e i s Q n a l  S e r v i c e s;

Executive Director Range 24A
$5084 x 12 months = $60,008
$60,008 x 37% benefits = $22,573
S u b to ta l $82,581

Clerk Typist III Range 8B $1830
$1830 x 12 months = $21,960
$21960 x 37% benefits = $8,125
S u b to ta l $30 ,085

Total Personal Services $112 ,666

I l M S h

It is anticipated there will be 6 meetings of the Health Care 
Resources authority.
6 meetings x 9 members = 54 airfares
54 airfares x $436 = $23,544
2 days per diem x 54 = 108
108 days x $95 = $10,260
S u b to ta l $30 ,804

Travel for Executive Director 
10 board meetings x $436 = $4,360 
2 meetings x 12 months x $436 = $5,232 
S ub to ta l $ 9,592

Total Travel $ 40 ,396
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SB 83
CONTINUATION OF FISCAL NOTE:

,C.Q.ntr,actual;

Office Space 500 sq. ft. x $1.75 = $875
$875 x 12 months $ 10,500
Telephone $200 x 12 months $ 2,400
Postage $200 x 12 months $ 2,400
Advertising and printing $ 5,000
Professional Services Contract(s) $1 25,000
which may include:

Rate Studies 
U tiliza tion Research 
Financial Systems Analysis

Total C ontractional

S u p p l i e s ;

$1,000 per employee $ 2,000
S o ftw a re  $ 1,500

Total Supplies

Equipment:

2 Desk top computers and a printer $ 11,000
Bookcases and file cabinets $ 1,200
Desk and chairs $ 4,000
Photocop ie r $ 2,000
Phone system $ 800
M isce llaneous $ 2,000

Total Equipment

TOTAL OPERATING

$145 ,300

$ 3,500

$  2 1 , 0 0 0

$322 ,862
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REVENUE ASSUMPTIONS FOR SB 83

The revenue assumptions are based on the estimated 20% per year increase in the 
costs of medical care.

Understanding that this 20% per year figure may not be constant over a long period of 
time it is the target that SB 83 is aiming to reduce. This figure has been used in the 
following table to demonstrate the costs savings in Alaska resulting from the phased 
implementation of SB 83. Savings achieved by this phased implementation are 
calculated by the application of the formula in column B.

A
Health Care 
Expenditure 
w/o ASHRA

B

FORMULA

c
Health Care 
Expenditure 
With ASHRA

ANNUAL 
SAVINGS .

FY 91 $1 ,929,000 .0 NO ASHRA 00.0

FY 92 $2 ,315,520 .0 NO ASHRA 00.0

FY 93 $2 ,778,624 .0 20%@CPI,80%@17% $2,655,901.0 $ 122,723.0

FY 94 $3 ,334,348 .0 30%@CPS, 70%@15% $3,015,775.0 $ 318,573.0

FY 95 $4 ,001 ,218 .0 40%@CPI,60%@15% $3,358,541.0 $ 642,677.0

FY 96 $4 ,801,462 .0 40%@CPI,60%@15% $3,729,137.0 $ 1,072,325.0

FY 97 $5 ,761,754.0 40%@CPI,60%@15% $4,146,800.0 $ 1,614,954.0

FY 98 $6 ,914,105 .0 50%@CPI, 50%@15% $4,571,847.0 $ 2,342,258.0

FY 99 $8 ,296,926 .0 50%@CPI,50%@15% $5,040,461.0 $ 3,256,465.0

FY 2000 $9 ,955,312 ,.0 50%@CPI,50%@15% $5,557,108.0 $ 4,398,204.0

NOTES:

A  = FULL 20% ANNUAL MEDICAL INFLATION

B  = EFFECTS OF ASHRA, CPI ESTIMATED AT 5% PER YEAR, REDUCED INFLATION AT 17% 
PER YEAR UNTIL 1994,15% THEREAFTER.

C = TOTAL HEALTH CARE EXPENDITURE IN ALASKA AFTER ASHRA.
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ST A T E  O F  A L A S K A
1992 L E G IS L A T IV E  S E S S IO N

F IS C A L  N O T E
D IL L  N O . C SSB  83

Fo rd  3 / 2 3 / 9 2

Ivision D ate:___________ M a rc h  27. 1992___________________D e p a rtm e n t A ffec ted :___________ A d m in is tra tio n
T i t le :  A n  A c t e s ta b l is h in g  th e  A la sk a  S ta te  H e a l th  BRU: R e tirem en t a n d  B enefi ts ________

R e so u rce s  A u th o r i ty

C om ponent: R e tirem en t a n d  b e n e fits

Sponsor:________ Duncan____________________________________
Requestor:______ S en a te  H ESS C o m m ittee   C O M P O N E N T 'S E R IA L  N O . M______

E x p e n d i tu re s /R e v e n u e s :  (T h o u s a n d s  o f  D o lla rs)

O P E R A T IN G EY 93 FY 94 EY95 FY 96 FY97 FY 98

PF.RSONAL SERVICES 138.4 1633 171.4 180.0 189.0 198.5

TRAVEL 633 49.7 49.7 49.7 49.7 49.7

CONTRACTUAL 1393 139.0 139.0 139.0 139.0 0139.0

SUPPLIES 3 3 33 3 3 3 3 3 3 3.3
EQUIPMENT 333 13 1.0 13 1.0 1.0
LAND & STRUCTURES 0 0 0 0 0 0

GRANTS. CLAIM S 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G 377.3 356.3 364.4 373.0 382 .0 391.5

C A P IT A L 0 0 0 0 0 0

1 R E V E N U E  
J f l f r N D  S O U R C E :

0 0 400.8 410.3 420.2 430.7

F U N D IN G : ( T h o u s a n d s  o f  d o lla r s )
GENERAL F U N D 3773 3563 0 0 0 0
FEDERAL FUN D S 0 0 0 0 0
O T H E R  
FUND SOURCE 0 0 364.4 373.0 382.0 391.5
T O TA L 377.3 356.3 364.4 373.0 382 .0 391.5

P O S IT IO N S
FULL-TIME 3 3 3 3 3 3
PART-TIME: 0 0 0 0 0 0
T E M PO R A R Y : 0 0 0 0 0 0

E stim ate  o f c u r re n t y e a r  im p a c t:.
A N A LY SIS: ( a t ta c h  a s e p a r a te  p a g e  if n e c e s sa ry .)  

See a t ta c h e d

P re p a red  By: G a ry  B ad er A P hone: 465-4470
Division: R e tirem en t a n d  B enefits ate: M arch  27.1992

N a n c y  B ear UsenaA p p ro v e d  b y  C o m m iss io n e r :,
Agency':_________ D e p a r tm e n t  o f  A d m in is tra t io n

ŝtribution (by preparer): Legislative Finance,
v 10/90

D ate:

jgislative Sponsor, Requestor, OMB & Impacted Agency(ies).
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C S S B  83  
A n a ly s i s  o f  F in a n c ia l  Im p a c t  

P r e p a r e d  by  the D i v i s i o n  o f  R e t i r e m e n t  and B e n e f i t s  
D e p a r tm e n t  o f  A d m in i s t r a t i o n  

M a r c h  2 7 ,  1 9 9 1  
P ag e  2  o f  4

A n a l y s i s :  T h is  b i l l  c rea te s  the A la s k a  S ta te  H e a l th  R e s o u r c e s
A u t h o r i t y  in  the  D e p a r tm e n t  o f  A d m in i s t r a t i o n .  T h i s  in d e p e n d e n t  
a g e n c y  w o u ld  h a v e  s p e c i f ic  du t ie s  and  p ow e rs  as o u t l i n e d  in c lu d in g  
r e g u la t o r y  p o w e r s  and  a u th o r i t y  to  c h a rg e  fe e s  and  e s ta b l i s h  
re s e rv e s  to  c o v e r  the  e x p en se s  o f  the A u th o r i t y .  T h e  A u t h o r i t y  s h a l l  
be m an ag ed  b y  a n in e  m e m b e r  b o a rd  o f  d i r e c to r s  a p p o in te d  by  the 
G o v e r n o r .

E m p lo y i n g  an E x e c u t i v e  D i r e c t o r  and  a d d i t io n a l  s t a f f  as n e c e s s a ry ,  
the A u t h o r i t y  s h a l l :

** is su e  d e te rm in a t io n s  on  the  e f f e c t  o f  c e r t i f ic a te s  o f  n eed  on  the 
c o s t  o f  g r o u p  h e a l th  in su ra n c e  u n d e r  A S  1 8 . 0 7 . 0 7 1 ;

* *  b y  J u ly  1, 1 9 9 3 ,  c o l l e c t  a l l  da ta  to  d e v e lo p  the da ta  s y s tem  o f  
h e a l th  e x p e n d i tu r e s  d e s c r ib e d  in s e c t io n  A S  4 4 . 8 7 . 0 6 0 .

* *  b y  J u ly  1, 1 9 9 4 ,  c o m p le t e  d e v e lo p m e n t  o f  b udg e t  and  e x p e n d i tu re  
l im i t s  f o r  the s ta te .

* * b y  J u l y  1, 1 9 9 5 ,  im p le m e n t  e x p e n d i tu r e  l im i t s ,  m a n d a t o r y  
r e im b u r s e m e n t  s c h e d u le s  and  u t i l i z a t i o n  s ta n d a rd s .

T h e  b i l l  r e q u i r e s  r e p re s e n ta t iv e s  f r o m  d i f f e r e n t  c la s s e s  o f  h e a l t h y  
c a r e  p r o v i d e r s  to a n n u a l l y  n e g o t ia t e  the r e im b u r s e m e n t  s c e d u le s  to 
be  m an d a te d .  T h e  b i l l  w o u ld  a l l o w  p r o c u rem e n t  o f  g r o u p  h ea lth  
in s u r a n c e  f o r  e m p lo y e r s  o r  r e s id e n t s .

I t  is e xp e c te d  that th is b i l l  w o u ld  d e c re a s e  the c o s t  o f  h e a lth
in s u r a n c e  t h r o u g h  the  e x p e n d i t u r e  c ap .

F o r  p u rp o s e s  o f  th is  f i s c a l  a n a ly s i s ,  i t  is a s sum ed  that p a r t i c ip a t io n  in  
the p la n  w i l l  be a d equ a te  to a l l o w  the  A u th o r i t y  to  c h a rg e  s u f f i c i e n t  
a d m in i s t r a t i v e  fe e s  to  s u p p o r t  the e n t i r e  o p e ra t in g  c o s ts  o f  the
A u th o r i t y  b e g in n in g  in F Y  9 5 .  T h e se  fee s  a re  s h ow n  as r e v e n u e  on



the f i s c a l  no te  f o rm  and it is a s sum ed  that the am ou n t  c o l le c t e d  
be 1 0 %  h ig h e r  than the o p e ra t in g  cos ts  f o r  the f i r s t  f i v e  y e a rs  i 
o r d e r  to e s ta b l i s h  a r e s e r v e  to c o v e r  c on t in u in g  e xp en se s .  I t  is 
a s sum ed  that s t a f f  s a la r i e s  w i l l  in c re a se  5 %  a n n u a l ly .

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

E x e c u t iv e  D i r e c t o r  (R a n g e  2 6 A ,  1 2  m o s . )  8 7 . 1
A d m in i s t r a t i v e  A s s is t a n t  I I  ( 1 4 A ,  9 m o s . )  2 9 . 9
C le r k  T y p is t  I I I  ( 8 B ,  9 m o s . )  2 1 . 4

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

T r a v e l

A ssum e  1 2  B o a rd  M ee t in g s  f o r  F Y  9 2  
and 9 e ach  y e a r  t h e re a f t e r  at an a v e rag e  
c o s t  o f  $ 4 0 0  p e r  m em b e r  p e r  t r ip :

$ 4 7 5  X  9  m em be rs  X  12  tr ip s = 5 1 . 3

A d m in i s t r a t i v e  t r a v e l  f o r  D i r e c t o r :

B o a r d  M e e t in g s  $ 4 0 0  X  1 2  =  4 .8
O r g a n i z a t i o n a l  M e e t in g s  $ 6 0 0  X  1 2  = 7 . 2

T o t a l  T r a v e l

.C,Qntr.a.QJULai

O f f i c e  s p a c e - - 5 0 0  sq. ft . @  $ 2 . 0 0  X  12  m o s .=  1 2 . 0
T e le p h o n e —$ 3 0 0  X  12  m o s .=  3 .6
C o u r i e r  S e r v i c e s - - $ 2 2 0  X  12 m o s .=  2 .4
P o s t a g e —$ 5 0 0  X  1 2  m o s .=  6 .0
P r in t in g ,  b in d in g ,  t r a n s c r ip t i o n  s e r v i c e s =  1 5 . 0
P r o f e s s i o n a l  S e r v ic e s  C o n t ra c t  ( s )  w h ich  c o u ld  

in c lu d e  s e rv ic e s  such as:
c a r r i e r  s u r v e y s  and  a n a ly s i s ;  
p r o v i d e r  d a ta  c o l l e c t i o n ;  
p r o v i d e r  m e e t in g s ;  
f i n a n c i a l  and  in v e s tm e n t  c o n s u l t in g ;

w i l l
i

a ls o

1 3 8 . 4

6 3 . 3



s e l f  v s  f u l l y  in su re d  a n a ly s e s ;  a n d /o r
p la n  d e s ig n  and  d e v e lo p m e n t=  1 0 0 . 0

T o t a l  C o n t r a c tu a l

S u n . p l i . e s

$ 5 0 0  p e r  e m p lo y e e  
S o f t w a r e

T o t a l  S u p p l i e s

E q u i p m e n t

3 P C s  and p r in te r  
P h o n e  s y s t e m  
P h o t o c o p i e r  
F a x  m a c h in e  
O f f i c e  f u r n i t u r e :

1 m a n a g e m e n t  u n i t  4 . 0
2  s u p p o r t  w o r k s t a t i o n s  5 . 0
3 c h a i r s  1 . 2
3  s id e  c h a i r s  .8
2  f i l e  c ab in e ts  .9
b o o k c a s e  .1
s t o r a g e  c a b in e t  .6

139 . 0

1.5
1.8

1 5 . 0
2.6

1.3
1.8

T o t a l  E q u ip m e n t 3 3 . 3



ST A T E  O F  A L A S K A
1991 L E G IS L A T IV E  SE SS IO N

F IS C A L  N O T E
B IL L  N O . C S S B 8 3

R e v is io n  D a te : A p r i l 3 . 1 9 9 0 _________________________________ D e p a r tm e n t  A ffe c te d : A dm in is tra t io n
T i t le :  A n  Act r e la t in g  to  the  A la s k a  S ta te  H e a lth  B R U : H e a lth  R e so u rc e s  A u th o r i t y

R e s o u rc e s  A u th o r i t y
C om p on en t : H e a lth  R e so u rc e s  A u th o r ity

S p on so r__________Duncan_______________________________________
Requestor:_______________________________________________________ C O M P O N E N T  S E R IA L  N O . 6  4

E x p e n d itu re s /R e v e n u e s : (T h o u s a n d s  o f  D o l la r s )
s

O P E R A T IN G FY  92 FY  93 F Y 9 - ’ F Y  95 FY  96 FY  97
P E R S O N A L  SE R V IC E S 1555 16 3 3 171.4 180.0 189.0 198.5
TRAVEL 6 2 5 49 .7 49.7 49 .7 49 .7 49 .7
C O N T R A C T U A L 319.0 239.0 239.0 239.0 239.0 239 .0
SUPPLIES 3 3 3 3 3 3 3 3 3 3 3.3
EO U IPM EN T 3 3 3 1.0 1.0 1.0 1.0 1 0
L A N D  &  S T R U C T U R E S 0 0 0 0 0 0
G RA N TS . C LA IM S 0 0 0 0 0 0
M ISC ELLA N EO U S 0 0 0 0 0 0
T O T A L  O P E R A T IN G 5 7 3 .6 4 5 6 .3 4 6 4 .4 4 7 3 .0 4 8 2 .0 4 9 1 .5

C A P IT A L 0 0 0 0 0 0

R E V E N U E 0 5 4 7 .6 5 5 7 .3 5 6 7 .7 5 7 8 .4 5 8 9 .8

F U N D IN G : (T h o u s a n d s  o f  d o l la r s )
G E N E R A L  F U N D 573.6 0 0 0 0 0
FED ERA L  FU N D S 0 0 0 0 0 0
OTHER 0 4 5 6 3 464.4 473.0 482.0 491.5
T O T A L 0 0 0 0 0 0

P O S IT IO N S
FU LL -T IM E : 3 3 3 3 3 3
PART-T IM E: 0 0 0 0 0 0
T E M P O R A R Y : 0 0 0 0 0 0

E stim a te  o f  c u rre n t y e a r  im pact:.

A N A L Y S IS : (a t ta c h  a  s e p a ra te  p a g e  i f  n e c e s s a ry .) 

S ee  a tta c h e d  a n a lv s is

n  .< L
P re p a re d  B y : G a ry  B ad e r Ph on e :
D iv is io n :_________R e tirem en t an d  Bene fits__________  . \1 .. Date:

465-4460

A p p ro v e d  b y  C om m is s io n e r : M i l le t t  K e l le r  |  D<.te: /W - y g  ,
A gency:__________ D e p a r tm e n t  o f  A d m in i s t r a t io n 'm  i /A \  i V 4  |

D is t r ib u t io n  (b y  p r e p a r e r ) :  L e g is la t iv e  F in an ce , L e g is la t iv e  S p o n s o r , R e q u e s to r , O M B  & Im p a c te d  A g e n c y (ie s ) .

Rev 10/90 Page l_o f 4_____



CSSB 83 
Analysis of Financial Impact 

Prepared by the Division of Retirement and Benefits 
Department of Administration 

April 2, 1991 
Page 2 of 4

Analysis: This bill creates the Alaska Health Resources Authority in
the Department of Administration. This independent agency would 
have specific duties and powers as outlined including regulatory 
powers and authority to charge fees and establish reserves to cover 
the expenses of the Authority. The Authority shall be managed by a 
nine member board of directors appointed by the Governor.

Employing an Executive Director and additional staff as necessary, 
the Authority shall:

** issue recommendations on the effect of certificates of need under 
AS 18.07.071 effective immediately;

** by July 1, 1992, create provider reimbursement systems and 
utilization standards mandatory within the boundaries of 
municipalities with a population of 20,000 or more. Implementation 
must be complete by 12/31/93;

** after July 1, 1992, procure or provide through self insurance 
group heaith insurance pool for certain individuals, groups or 
employers; and

**after February 15, 1993, procure or provide through self insurance 
group health insurance for employers with 50 or fewer emplyees 
and who have been refused coverage by two carriers and have not 
provided insurance to its employees for a year.

The bill allows voluntary participation in the Authority's group plan 
that would be available after 7/1/92. It is assumed that the State 
would participate in this plan if the coverage could be provided less 
expensively than through the normal marketplace. It is expected 
that this bill will decrease the cost of health insurance since that is 
the charge to the Authority. Upon participation, a public entity or 
other employer wouid be required to continue participation unless 
granted a waiver by the Authority.



For purposes of this fiscal analysis, wc have assumed that 
participation in the plan will be adequate to allow the Authority to 
charge sufficient administrative fees to support the entire operating 
costs of the Authority beginning in FY 93. These fees are shown as 
revenue on the fiscal note form and it is assumed that the amount 
collected will be 2 0 %  higher than the operating costs for the first five 
years in order to establish a reserve to cover continuing expenses. It 
is also assumed that staff salaries will increase 5 %  annually.

At the same time the fees are taken from insurance premiums paid
by participating employers, it is assumed for purposes of this
analysis, that there is a decrease in the overall health care 
expenditure in the state due to the cost containing influences of the 
Health Resouice Authority. This decrease in expenditures resulting 
in annual savings has been estimated by other sources to be 
$132,723 in FY 93 and increasing to $1,066,318 by FY 96.

Personal Services

Executive Director (Range 26A, 12 mos.) 87.1
Administrative Assistant II (14A, 12 mos.) 39.9
Clerk Typist III (8B, 12 mos.) 28.5

Total Personal Services 155.5

T r a v e l

Assume 12 Board Meetings for FY 92 
and 9 each year thereafter at an average 
cost of $400 per member per trip:

$475 X 9 members X 12 trips = 51.3

Administrative travel for Director:

Board Meetings $400 X 12 = 4.8
Organizational Meetings $600 X 12 = 7.2

To ta l T rave l 63.3



( . 'o n  t r a c t  n; i l

Office space-500 sq. ft. @ $2.00 X 12 mos.= 
Telephone—$300 X 12 mos.=
Courier Services--$220 X 12 mos.=
Postage-$5()0 X 12 mos.=
Printing, binding, transcription services^ 
Professional Services Contract (s) which could 

include services such as:
carrier surveys and analysis;
provider data collection;
provider meetings;
financial and investment consulting;
self vs fully insured analyses; and/or
plan design and development̂

Total Contractual

$500 per employee 
Software

Total Supplies

E q u i p m e n t

3 PCs and printer 
Phone system 
Photocopier 
Fax machine 
Office furniture:

1 management unit 4.0
2 support workstations 5.0
3 chairs 1.2
3 side chairs .8
2 file cabinets .9
bookcase .1
storage cabinet .6

1 2 . 0

3.6
2.4
6.0

15.0

280.0

319.0

1.5
1.8

15.0
2.6

1.3
1.8

T o ta l Equ ipm en t 33 .3



B il l V e rs io n : C  S  15 $  £ 3  f r t  +  C ~)
(S) P ub lish  D a te : v / , ? « 3 / 9 /  *

No. 3

R evision  D ate: A n n l 3, 1990 ________________
T it le :  A n A ct re la t in g  to the A laska  S tate  H e a lth  
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F or purposes o f this fiscal analysis, we have assum ed that 
p a rtic ipa tion  in the plan w ill be adequate to a llow  the A uthority  to 
charge  su ffic ien t ad m in is tra tiv e  fees to su p p o rt the en tire  o pera ting  
costs o f  the A uthority  beginning  in FY 93. T hese fees are shown as 
revenue on the fiscal note form  and it is assum ed that the am ount 
co llec ted  w ill be 20%  h igher than the operating  costs for the first five 
years in order to estab lish  a reserve to cover con tinu ing  expenses. It 
is a lso  assum ed that s ta f f  salaries w ill increase  5%  annually .

"A t TKe “sa m e ' tim e the .fees are taken from  in su ran ce  prem ium s paid 
by p a rtic ipa ting  em ployers, it is assum ed for purposes o f  this 
analy sis , that there is a decrease  in the overall health  care 
ex p en d itu re  in the state  due to the cost con tain ing  influences o f the 
H ealth ' ’R esource A u tho rity . This decrease  in ex pend itu res resu lting  

.in annual savings has been  estim ated by o ther sources to be 
$132,723 in FY 93 and increasing  to $1,066,318 by FY 96.

Personal Services

E xecutive  D irec to r (R ange 26A, 12 m os.) 87 .1
A dm in is tra tiv e  A ss is tan t II (14A , 12 m os.) 3 9 .9
C le rk  T ypist III (8B , 12 m os.) 2 8 .5

T o ta l P ersonal Serv ices 1 5 5 .5

T ravel

A ssum e 12 Board M eetings for FY 92 
and 9 each year th e rea fte r at an average 
cost o f S400 per m em ber per trip:

5475 X 9 m em bers X 12 trips = 5 1 .3

A d m in is tra tiv e  travel for D irecto r:

B oard M eetings S400 X 12 = 4.8
O rg an iza tio n a l M eetings S600 X 12 = 7.2

T o ta l T ra v e l 63.3



THIS D O C U M E N T  
HAS BEEN REPH O TO G RA PH ED  

TO ASSURE LEGIBILITY



y
i

F ISC A L  N O TE

R ev is io n  D a te : A m i  3 .1 9 9 0 ________________ __ _________
T it le :  A n A ct re la tin g  to th e  A laska S tate  H e a lth

R esources A u th o r ity

STATE O F  A LA SK A
1991 LE G IS LA T IV E  SE SS IO N

Sp on so r___
R equesto r.

B ill V e rs io n : C S g f i  % 3  C ~)
(S ) P ub lish  D a t

No. 3

E x p e n d itu re s /R e v e n u e s : (T h o u sa n d s  or D olla rs)

D e p a rtm e n t A ltec ted : A dm inistration
E3RU: H ea lth  R esou rces A u th o rity

C om ponen t: H ealth  R esources A u tho rity

C O M P O N E N T  S E R IA L  N O . 6 4

O P E R A T IN G FY 92 FY 93 IN' 94 FY  95 FY 96 FY 97
PE R SO N A L  SE R V IC E S 1555 1633 171.4 1800 189.0 1985
TRAVEL 62 5 49.7 49.7 49.7 49.7 49.7
CO N TRA CTUA L 3190 239.0 239.0 239.0 239.0 2 3 9 0
SUPPLIES 3 3 3 3 3 3 3 3 3 3 3.3
EQU IPM ENT 33 3 10 1.0 1 0 1.0 1.0
L A N D  &  ST R U C T U R E S 0 0 0 0 0 0
G RA N TS . C LA IM S 0 0 0 0 0 0
M ISCELLA N EO US 0 0 0 0 0 0
T O T A L  O P E R A T IN G 57 3 .6 4 5 6 .3 4 6 4 .4 4 7 3 .0 48 2 .0 491 .5

C A P IT A L 0 0 0 0 0 0

R E V E N U E 0 5 4 7 .6 5 5 7 .3 5 6 7 .7 57 8 .4 589 .8

F U N D IN G : (T h o u s a n d s  o f  d o l la r s )
G EN ERA L FU N D 573.6 0 0 0 0 0
FEDERA L FU N D S 0 0 0 0 0 0
OTHER 0 4 5 6 3 464.4 473.0 482.0 4 9 1 5
T O T A L 0 0 0 0 0 0

P O S IT IO N S
FULL-T IM E- 3 3 3 3 3 3
PART-TIME: 0 0 0 0 0 0
T E M P O R A R Y : 0 0 0 0 0 0

E stim ate  o f c u rre n t y e a r  im p act:.

A N A LY SIS: la tta c n  a s e p a ra te  p a e e  if n ec essa ry .)  

See a t ta c h e d  a n a lv s is

________________________________ id .___________ q — .< L
P rep ared  Bv: C a r . 'B a d e r
D iv is ion : R etirem ent an d  Benefits

A p p ro v ed  b v  C om m issioner: M ille tt K eller 
Aqencv:_________ D e p a r tm e n t o f A d m in is tra tio n

Phone: 4n5-4460
D ate: H / l / f  {
D ate: ‘ ‘

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB Sc Impacted Agencv(ies).
Rev 10/90 Page 1 of 4____



t

CSSB 83
Ana lys is o f F inancia l Impact

~  P re p a re d  by the D iv is io n  o f  R e t i r em en t ,  ana B en e f i t s  
.. . . .  D e p a r tm e n t  o f  A d m in i s t r a t i o n

A p r i l  2 , 1 9 9 1  —
“  Page 2  o f  4

A n a l y s i s :  T h is  b i l l  c rea te s  the A la s k a  H ea lth  R e s o u rc e s  A u th o r i t y  in
---------------- ..the—D epa r tm en t ,  o f  Adm m istEatiou,— T h is—m d ^ p a n d e n t - a g c n c y -^ v o u ld
 ---------------h a v r . ^ e c i f i c - d m i e s an d -puw e r s- 'as u u t lm g d ~ in c l i rd in g ~ re% u la to r y  " "

^pcfwer's "and " a u th o r i t y  to cha rg e  T e e s  and  ' e s ta b F is i r  re s e rv e s  to  " c o v e r "  
.. the e xp en se s  o f  th e _A m h f l r i J&  Ih 6 _^ 4 i lh o r i ty ._ sJh idT  M .m a n n g e d  h y . a

'E m plo y in g  an h x e c u tiv e ~ D ire c to f  and" a d d lt io n a E 's ta f f 'a s  necessary , 
the ._Auth_Qrity_ .sh a ll:_____     .  .

 -  issue--recom m endations--on  -the e ffe c t-o f-  ce rtifica tes  o f -n e e d  under -
  — ^ S -4 8 - .0 7 - .G 7 1 -e ffe c tiv e —im m ed ia te ly ;------------------------------    - ......

by-'T iily  i r  199 2 7 ’c re a fe "p ro v id e r’ re im b u rsem en t system s ’ and 
__utiliza tjon  s tan d a rd s  m andatory , w ith in  the b o u n d arie s  o f 

m u n ic ip a l i t ie s - w ith -a  popu la tion  o f 2 0 ,0 0 0  o r m ore. Im p lem en ta tion  
m ust be~ c o m p le te - -b y  12 /31 /93 ; • - -

'  a f te r 'J u ly  ' 1, 1992, p r o c u r e ’or p ro v id e  th rough  self insurance 
..g roup_health  in su ran ce  pool .fo r  certa in  in d iv id u a ls , groups or 
e m p lo y e rs ; and- ~  -

* * afte r 'F eb ru a ry  1 5 ,' 1993. procure o r p ro v id e  th rough  se lf  in su rance  
g roup  health  in su ran ce  fo r em ployers w ith  50 o r few er em piyees 
and w ho have been  re fu sed  coverage by tw o carrie rs  and have not 
p ro v id ed  in su ran ce  to its em ployees for a year.

T he b ill a llow s v o lu n ta ry  pa rtic ip a tio n  in the A u th o rity 's  group plan 
th a t w ou ld  be av a ilab le  a fte r 7/1/92. It is assum ed  that the State 
w ould  p artic ip a te  in this plan if the cov erag e  co u ld  be p rov ided  less 
ex p en s iv e ly  than th rough  the norm al m ark e tp lace . It is expected  
that th is bill w ill d ecrease  the cost o f  health in su rance  since that is 
the ch a ig e  to the A u tho rity . Upon p a rtic ip a tio n , a public en tity  or 
o th e r e m p lo y e r w ou ld  be required  to co n tin u e  p a rtic ip a tio n  unless 
g ran ted  a w a iv er by the A uthority .

v e rn o r



For purposes of this fiscal analysis, we have assumed that 
participation in the plan will be adequate to allow the Authority to 
charge sufficient administrative fees to support the entire operating 
costs of the Authority beginning in FY 93. These fees are shown as 
revenue on the fiscal note form and it is assumed that the amount 
collected will be 20% higher than the operating costs for the first five 
years in order to establish a reserve to cover continuing expenses. It 
is also assumed that staff salaries will increase 5% annually.

' At TKe “same ‘ time the .fees are taken from insurance premiums paid 
by participating employers, it is assumed for purposes of this 
analysis, that there is a decrease in the overall health care 
expenditure in the state due to the cost containing influences of the 
Health "Resource Authority. This decrease in expenditures resulting 

.in annual savings has been estimated by other sources to be 
5132,723 in FY 93 and increasing to $1,066,318 by FY 96.

Persona! Services

Executive Director (Range 26A, 12 mos.) 87.1
Administrative Assistant II (14A, 12 mos.) 39.9
Clerk Typist III (8B, 12 mos.) 28.5

Total Personal Services 155.5

T r a .v .e l

Assume 12 Board Meetings for FY 92 
and 9 each year thereafter at an average 
cost of S400 per member per trip:

S475 X 9 members X 12 trips = 51.3

Administrative travel for Director:

Board Meetings $400 X 12 = 4.8
Organizational Meetings S600 X 12 = 7.2

T o ta l T ra v e l 63.3



C o n t r a c t u a l

O ffice  space~ 500  sq. ft. @ S2.00 X 12 m os.= 1 2 .0
T e le p h o n e -5 3 0 0  X 12 m os.=  3.6
C ourie r S e rv ic e s -S 2 2 0  X 12 m os.=  2.4
P o s ta g e -S 5 0 0  X 12 m os.=  6.0
P rin tin g , b ind ing , tran scrip tio n  serv ices=  1 5 .0
P rofessional S erv ices C ontract (s) w hich could  

include serv ices such  as:
ca rr ie r  .su rveys and analysis : '
p ro v id e r d a ta  co llec tion ;
p ro v id e r  "m ee tin g s ;
fin an c ia l and in vestm en t co n su ltin g ;
s e lf  vs fu lly  insured analyses; an d /o r
p lan  d e s ig n 'a n d  d ev elopm en t=  2 8 0 .0

T o ta l C o n trac tu a l 319.0

S u p p l i e s

S500 p e r em ployee  
S o f tw a r e

1.5
1.8

T o tal S u p p lies
3.3

Equipment

3 PC s and p rin ter 
P h o n e  system  
P h o to c o p ie r  
F ax  m achine 
O ffice  fu rn itu re :

1

2 su p p o rt w ork sta tio n s
3 chairs
3 side chairs 
2 file cabinets

m an ag em en t uni t

b o o k c a se
storage c ab in e t

4 .0
5 .0  
1 . 2

.8

.9

.1

.6

15.0
2.6

1.3
1.8

T o ta l Equ ipm ent
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Persona l Services 
T rave l 
Contractua l 
Supplies 
Equipment 
L and  &  Structures 
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M isce llaneous
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No fiscal impact will occur in the immediate future. At the time that the Authority requires services 
from Division of Public Health, the Division will assess the Authority for those services
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® la s i fe a  £§>tate l e g i s l a t u r e
COMMITTEES: 

Finance 
Vice Chair - 

Heaitii Education * Social Services 
Budget* Audit 

Banking a 
Economic 

Development

Senate Bill 83, legislation creating the Alaska State Health Resources Authority 
(ASHRA), introduced by Senator Jim Duncan and endorsed by the State of Alaska 
Health Care Cost Containment Task Force.

B A C K G R O U N D

Health care expenditures in Alaska have risen from $480 million in 1979 to over 
$1.5 billion in 1989, a per capita rise in expenditures from $1197.00 in 1979 to 
over $2524.00 in 1989.

These staggering increases and the substantial rise in the uninsured and 
underinsured population (estimated at over 90,000) prompted the Legislature to 
create the Alaska State Health Care Cost Containment Task Force in 1989.

Since early in 1989 the Task Force has been investigating the causes for these 
rampant rises in health care expenditures and costs. After twenty two months 
of hearings, surveys, investigations and critical reviews around the State and 
Nationally the Task Force will be issuing its findings, recommendations and 
report to tne Seventeenth Alaska Legislature in mid February 1991.

The Task Force report will show that there is no one culprit to blame for these 
rapidly rising costs, but that the only credible long term solution is a 
comprehensive approach that manages health care delivery at all levels to 
assure affordable, quality health care access for all Alaskans.

The comprehensive approach recommended by the Task Force is provided for in 
the legislation creating the Alaska State Health Resources Authority (ASHRA).

THE LEGISLATION

The legislation will create the Alaska State Health Resources Authority 
(ASHRA). ASHRA will be empowered to manage the delivery, quality and 
financing of health care in Alaska. The powers of the Authority will be 
implemented in two phases.

BHA.SE ONE

By July 1, 1992 the Authority will have created and will begin implementation 
of statewide health care provider reimbursement schedules and utilization 
standards, which shall be used bv public employers and available for

S e n a t o r  J im D u n c a n
P . O .  B o x  V  Juneau, A l a s k a  9 9 8 11-3ICO 

(907) 465-4766 

EXECUTIVE SUMMARY



ASHRA Page 2

use by all other Alaska employers by application to the Authority.

This provision requires the Authority  to create a system or method that
streamlines or results in cost effic ient payments to health care providers and
includes schedules of maximum a llow able  re im bursem ent for health care 
related services. These schedules will be based on geographic regions, actual 
provider costs, and ava ilab ility  of care. The Authority  w ili also create a 
statewide utilization standards system to monitor, track and verify patterns of 
treatm ent by health care providers to assure that cost e ffic ien t and cost 
e ffec tive  care is provided w ithou t reducing the qua lity  o f m edical care
available to participants in the Authority.

The Authority  w ill a lso be required to issue an im pact s ta tem ent on all
Certificate Of Need (CON) applications within 60 days of notice. This will allow 
the Authority to determ ine the cost implications of the proposed certificates or 
changes to certificates of need.

IMPACT
The goal of this phase is to reduce the rate of inflation in the cost of medical 
care for participants in the Authority to or near the C.P.I. from its current level 
of about 20% per year. Also to minimize the cost shift to other health care 
program s.

PHASE TWO (procurement of insurance)

Beg inn ing a fte r Ju ly  1, 1992 the A u th o rity  is au tho rized  to provide 
com prehensive group health insurance for Alaska public employers and other 
em ployers in the state who elect to partic ipate in the A laska State Health 
Resources Authority.

This w ill expand the pool of subscribers and maximize the opportunities for 
health care cost management and should realize significant savings for those 
participating in the Authority.

C reating the m ost com prehensive, cost e ffective , and e ffic ien t method of 
providing a varie ty of types of health care insurance necessary to meet the 
coverage requirem ents resulting from negotiated agreem ents. The Authority
will also be charged with reviewing, and where feasible, providing coverage to 
the uninsured and underinsured residents of Alaska. Additionally the Authority 
could also devise a health insurance protection plan fo r the sole proprietor or 
small Alaskan employer.

IMPACT
This phase w ill bring toge ther the p rov ider re im bursem ent and u tiliza tion 
management with the delivery and financing of health care in Alaska, which will 
enable the state through the Authority to provide quality, cost effective health 
care to all Alaska residents.
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P R O V ID IN G  A C C ESS TO A FFO R D A B LE H E A L T H  CARE 
F O R  ALL ALA SK A N S

F O S IT IO N  P A P E R  

fro m

SE N A T O R  J IM  D U N C A N

B a c k g r o u n d

T he r is in g  costs  o f h e a lth  care  a n d  h e a lth  in s u ra n c e  in  o u r s ta te  is  one o f th e  m o st 
c ritic a l p ro b lem s fac in g  a ll A la sk a n s . T o ta l h e a l th  ca re  e x p e n d itu re s  in  A la sk a  
d u rin g  1990 a re  e s tim a te d  a t  $1.5 B illion , u p  300% from  th e  $480 M illion  ex p en d ed  
in  1979 . I t  is  e s t im a te d  t h a t  9 0 ,0 0 0  A la s k a n s  a r e  e i t h e r  u n in s u r e d  o." 
u n d e r in s u re d .  I f  th e  c u r r e n t  in f la t io n a ry  t r e n d  c o n tin u e s  u n c h e c k e d , i t  is  
e s tim a te d  th a t  by  th e  y e a r  2000 h e a lth  c a re  e x p e n d itu re s  svill in c re a se  to  a t  le a s t  
$ : 0 B illion  w ith  over 25% of th e  s ta te 's  p o p u la tio n  u n in s u re d  o r u n d e r in s u re d .

In  a d d itio n  to  in f la tio n a ry  p re s s u re s  p u s h in g  th e  co st o f h e a l th  care  a n d  h e a l th  
p re m iu m s  u p w a rd  th e re  a re  a  n u m b e r  o f  o th e r  c o n tr ib u t in g  fa c to rs . T h e se  
in c lu d ed  o v e rb u ilt fa c ilitie s , n ew  techno logy , a  la ck  o f  p re v e n tio n  p ro g ra m s , th e  
n eed  fo r s ta te w id e  p la n n in g , th e  ab sen ce  o f a  h e a l th  ca re  f in a n c in g  sy s te m , a n d  
u n c o m p en sa ted  co sts  in c u rre d  b y  p ro v id e rs . As th e  co s t o f  h e a l th  ca re  in c re a se s  
th e  c o s t o f h e a l th  in s u ra n c e  p re m iu m s  a lso  go u p  fo rc in g  m o re  a n d  m o re  
A la sk a n s , b o th  em ployed  a n d  unem p lo y ed , to jo in  th e  r a n k s  o f th e  u n in s u re d  a n d  
u n d e r in s u r e d .

S ta te m e n t o f P ro b lem s

P ro v id in g  access  to  a ffo rdab le  h e a lth  care  m u s t b eg in  by  s low ing  dow n th e  r a te  of 
in c re a se  in  th e  co sts  o f h e a l th  care . B y s im p ly  sp e n d in g  m illio n s  o f  d o lla rs  to 
p ro v id e  h e a l th  c a re  fo r th o se  w ho a re  u n in s u re d  o r u n d e r in s u r e d  o r  to  p a y  
p ro v id e rs  for u n c o m p e n sa te d  ca re  can  on ly  offer te m p o ra ry  r e l ie f  to p a t ie n ts  and* 
p ro v id e rs . T h is  w ill u n d o u b ted ly  ad d  to th e  in f la tio n a ry  in c re a s e  in  h e a l th  care  
cost, a n d  r e s u l t  in  in c re a s in g  th e  n u m b e r o f u n in s u re d  A la sk a n s .

T he S o lu tion  ' • • *

T h e  e s ta b l is h m e n t  o f  fee sc h e d u le s  a n d  u t i l iz a t io n  s ta n d a r d s  to' be u se d  by 
p ro v id ers  fo r serv ices  de liv e red  to a ll-A la sk an s  is a n e ce ssa ry  s tep  to slow th e  ra te  
o f in c rease  in  th e  co st.o f h e a lth  care. T h is  ap p ro ach  w ill w ork !

: . ’ .-over- . .

   ; — — DisTRIt f  C  ’— :--------— --------------—   ------------

Alaska H>tate Urgt&lature
S e n a t o r  J i m  D u n c a n

P .O .  Bon  V J u n e a u , A la sk a  99811-3100  
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T h e  S t a t e  of M a r y l a n d  e s t a b l i s h e d  r e i m b u r s e m e n t  s c h e d u l e s  for h o s p i t a l s  i n  1 9 7 4 .  

H o s p i t a l  r a t e s  in  M a r y l a n d  h a v e  b e e n  r e d u c e d  f r o m  2 5 %  a b o v e  t h e  n a t i o n a l  

a v e r a g e  i n  1 9 7 4  to 8 %  b e l o w  t h e  n a t i o n a l  a v e r a g e  t o d a y .  T h e  N a t i o n a l  G o v e r n o r ' s  

A s s o c i a t i o n ,  i n  a  F e b r u a r y  2, 1 9 9 1  p r e s s  r e l e a s e ,  i n d i c a t e d  its T a s k  F o r c e  o n  

H e a l t h  will s u g g e s t  a  " S t a t e  L e v e l  A l l - P a y e r  S y s t e m "  in  w h i c h  a n  a s s o c i a t i o n  o f  

p u r c h a s e r s  c o m e  t o g e t h e r  to n e g o t i a t e  w i t h  a n  a s s o c i a t i o n  o f  p r o v i d e r s .  I n  

addition, t h e  F a m i l i e s  U S A  F o u n d a t i o n  i n  a  N o v e m b e r  1 9 9 0  r e p o r t  r e c o m m e n d s  a  

s i m i l a r  a p p r o a c h .

Legislative Action

C o n t r o l l i n g  r a t e  i n c r e a s e s  a n d  utilization a s  d o n e  i n  M a r y l a n d ,  a n d  e s t a b l i s h i n g  

a n  "all p a y e r ' s  s y s t e m "  a s  r e f e r r e d  to i n  t h e  p r e s s  r e l e a s e  b y  t h e  N a t i o n a l  

G o v e r n o r ' s  A s s o c i a t i o n  a n d  t h e  F a m i l i e s  U S A  F o u n d a t i o n  is e x a c t l y  w h a t  t h e  

A l a s k a  S t a t e  H e a l t h  R e s o u r c e s  A u t h o r i t y  a s  c r e a t e d  b y  S e n a t e  Bill 8 3  is d e s i g n e d  

to do.

S e n a t e  Bill 8 3  is d e s i g n e d  to d e v e l o p  w a y s  to p r o v i d e  a f f o r d a b l e  q u a l i t y  h e a l t h  c a r e  

for all A l a s k a n s  b y  t h e  c r e a t i o n  o f  a  H e a l t h  R e s o u r c e s  A u t h o r i t y .  Initially t h e  

a u t h o r i t y  is r e q u i r e d  to c r e a t e  a n d  b e g i n  to  i m p l e m e n t  a  s y s t e m  t h a t  r e s u l t s  in  

cost efficient p a y m e n t s  to h e a l t h  c a r e  p r o v i d e r s .  T h i s  s y s t e m  i n c l u d e s  s c h e d u l e s  

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

a c t u a l  p r o v i d e r  costs, g e o g r a p h i c  r e g i o n s  a n d  availability o f  care. T h e  a u t h o r i t y  is 

a l s o  d i r e c t e d  to c r e a t e  a  s t a t e w i d e  utilization s t a n d a r d s  s y s t e m  to m o n i t o r ,  t r a c k  

a n d  v e r i f y  p a t t e r n s  o f  t r e a t m e n t  b y  h e a l t h  c a r e  p r o v i d e r s  to a s s u r e  t h a t  c ost 

efficient a n d  c o s t  effective c a r e  is d e l i v e r e d  w i t h o u t  r e d u c i n g  t h e  q u a l i t y  o f  m e d i c a l  

c a r e  a v a i l a b l e  to p a r t i c i p a n t s  o r  affecting t h e  d e s i g n  o f  their h e a l t h  c a r e  p l a n .  T h e  

fee s c h e d u l e s  a n d  uti l i z a t i o n  s t a n d a r d s  will b e  u s e d  b y  p r o v i d e r s  for s e r v i c e s  

d e l i v e r e d  to all p u b l i c  e m p l o y e e s  a n d  p r i v a t e  s e c t o r  e m p l o y e r s  m a y  elect to u s e  t h e  

s c h e d u l e s .  A l l o w i n g  all e m p l o y e r s  to u s e  t h e  s c h e d u l e s  will p r o h i b i t  c o s t  shifting. 

T h i s  d o e s  n o t  affect p l a n  d e s i g n  a n d  is a  positive s t e p  i n  c o n t rolling costs.

T h e  a u t h o r i t y  is d i r e c t e d  to d e s i g n  a n d  p r o c u r e  o r  p r o v i d e  a  b a s i c  h e a l t h  c a r e  p l a n  

for t h e  s m a l l  e m p l o y e r  w h o  elects to p a r t i cipate. T h i s  p l a n  will b e  d e s i g n e d  to 

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

h a v e  a c c e s s  to h e a l t h  care.

C - o n d y s i o n

W e  n e e d  a f f o r d a b l e ,  q u a l i t y  h e a l t h  c a r e  for all A l a s k a n s .  S e n a t e  Bill 8 3  is 

d e s i g n e d  to m a i n t a i n  q u a l i t y  care, s l o w  t h e  i n f l a t i o n a r y  rise i n  h e a l t h  c a r e  cost, 

a n d  r e d u c e  t h e  n u m b e r  o f  u n i n s u r e d  a n d  u n d e r i n s u r e d  A l a s k a n s .



HEALTH CARE COST CONTAINMENT INFORMATION PACKET
-Paper from Senator Duncan concerning access to affordable health care for all Alaskans.

-Minutes from Senate Labor & Commerce hearing on SB 83 on April 15, 1991.

-Press releases with background information from the State of Maryland's Health Services Cost 
Review Commission on the successful implementation of hospital rates which have cut costs 
dramatically. These figures are highlighted on the first page of the release.

-A press release from the National Governor’s Association announcing that a report on 
controlling health care costs will be issued later this year by its' Task Force on Health Care.
The report will include an approach similar to the approach in Senator Duncan’s legislation 
which is highlighted on the bottom of page 3.

-A report by the Families USA Foundation entitled, "To the Rescue: Toward Solving America's 
Health Cost Crisis" which outlines a goal of holding health care expenses to an inflation rate of
6.6% annually and recommends establishment of system wide rate controls for providers. This 
information is highlighted on pages 5 and 6 of the report.

-Another report by the Families USA Foundation entitled, "Emergency: Rising Health Costs in 
America", which outlines the dramatic increase in the ranks of the uninsured. Pertinent 
information is highlighted on pages 2 through 5. Table 4 in the back of the report estimates 
Alaska's uninsured population at about 86,000 in 1988.

-A report by AETNA which estimates a 20% increase to the State of Alaska in the cost of health 
care per year.

-An article in the March 1, 1991, edition of the Anchorage Times regarding the efforts by Blue 
Cross in Alaska to control health care costs through a participating provider agreement that 
limits physician's fees.

-Editorials by the Anchorage Daily News and the Alaska Journal of Commerce in support of 
Senator Duncan's legislation. Journal of Commerce article on issue is also attached.

-An editorial by the Anchorage Times in opposition to Senator Duncan's legislation and Senator 
Duncan's response. Printed with Senator Duncan's response were the views of Mr. Harlan 
Knudson, President of the Alaska State Hospital and Nursing Home Association and Dr. Raymond 
Schalow, Executive Director of the Alaska State Medical Association.

-A May 1991 SENIOR VOICE article concerning necessary changes in our health care system.

-A report on the uninsured population submitted to the American Association of Retired 
Persons.

-A report by Dr. Henry Simmons of the National Leadership Commission on Health Care.

-A column by Lou Cannon of the Washington Post on Hawaii's health care system.

-A series of articles in the Alaska press on SB 83.

-Copies of various endorsements of the concepts proposed in SB 83.

-The final report of the Alaska Health Care Cost Containment Task Force to the Legislature.



D IV IS IO N  O F  L E G A L  S E R V IC E S
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
(007) -165-3867 or 465-2450 
FAX (907) 465-2029 
Mail Slop 3101

M E M O R A N D U M  M arch 30, 1992

SUBJECT: Sectional analysis - (CSSB 83( ))

TO: Senator Jim Duncan

FROM : Michael F. Ford /  *
Legislative C o u n se l'

The following is a sectional analysis o f CSSB 83( ), dated M arch 27, 1992:

Section 1 - Purpose.

Section 2 - R equires a copy of certain certificate of need applications be provided to 
the Alaska H ealth Resources Authority.

Section 3 - Prohibits certain certificates of need from being issued until a cost 
determ ination is received from the Alaska H ealth Resources Authority.

Section 4 - R equires the Legislative Budget and A udit Com m ittee to provide for an 
annual audit and perform ance evaluation of the Alaska H ealth Resources Authority.

Section 5 - R equires the legislature to appropriate funds for the operation of the 
Alaska H ealth  Resources Authority.

Section 6 - Places the executive director of the authority in the exem pt service.

Section 7 - Subjects the employees o f the authority to the conflict o f interest chaDter 
AS 39.50.

Section 8 -

Sec. 44.87.010 - C reates the authority as a public corporation in the D epartm ent of 
Administration. Describes the purpose of the authority.

240 Main Street, Suite 500 
Juneau, Alaska 99801-2101



Sec. 44.87.020 - Establishes the board of directors and provides for organization of 
board.

Sec. 44.87.030 - Establishes the general powers of the authority.

Sec. 44.87.040 - Establishes the duties of the board, including requiring an annual 
report.

Sec. 44.87.050 - Provides for certain staff of the authority and for professional service 
contracts.

Sec. 44.87.060 - R equires the authority to develop and periodically update a statewide 
health care data system. Specifies the data system has a base year o f 1991 and 
requires certain  specific expenditures be included in the data system.

Sec. 44.87.070 - R equires the authority to develop statewide health care budget and 
expenditure limits. Establishes the base year as 1991 and requires that the limits be 
adjusted for inflation and for certain factor specified under subsection (c).

Sec. 44.87.080 - R equires the board to convene representatives from each class of 
health care provider to negotiate recom m endations for required reim bursem ent 
schedules. R equires the board to adopt a good faith negotiating process and specifies 
th a t each class have a three-person negotiating team. Allows the board to appoint 
a negotiating team  for a class of health care providers who fail to select a  negotiating 
team . Provides tha t if the negotiating process fails to result in a recom m ended 
reim bursem ent schedule, the board  shall establish the required schedule by 
regulation.

Sec. 44.87.090 - R equires th a t the authority establish reim bursem ent schedules, that 
the  schedules use a base year of 1991, and that the schedules be adjusted as provided 
under AS 44.87.070(b) and (c). R equires tha t the schedules incorporate certain 
specified criteria for hospitals, physicians and other health care services. R equires 
the  schedules include recom m endations resulting from health care provider 
negotiations under AS 44.87.080.

Sec. 44.87.100 - R equires that health  care providers must comply with the expendi­
tu re  limits and reim bursem ent schedules established by the board. Prohibits 
submission of a charge for health care services that fails to  comply with limits or 
schedules established by the authority and provides that a person receiving a charge 
tha t violates the limits or schedules established by the authority may not be required 
to pay the  charge.

Sec. 44.87.110. - R equires a  health care provider, insurer, or agency of the  state  to 
provide certain  inform ation if requested  by the authority.

Senator Jim Duncan
March 30, 1992
Page 2



Sec. 44.87.120 - Allows the authority to procure or offer group health insurance to 
a resident or an employer without coverage or for whom the authority can provide 
m ore cost effective insurance. Allows the authority to establish pools for purposes 
of group health insurance. Requires that insurance be obtained from licensed 
insurers, except when acting as a self-insurer. Requires the authority to solicit 
proposals for required coverage and obtain approval from the legislature, before 
acting as a self-insurer.

Sec. 44.87.130 - C reates a fund for the authority to expend to carry out duties 
imposed under AS 44.87.

Sec. 44.87.140 - Provides for the collection and investment of insurance prem ium s by 
the authority.

Sec. 44.87.150 - Provides that certain public records statutes apply to the authority, 
except for certain medical records. Provides that the authority is subject to  the 
Administrative Procedure Act.

Sec. 44.87.900 - Definitions.

Section 9 - R equired report from the authority to the legislature.

Section 10 - Establishes a phased transition period under which the provisions of 
A l 44.87 would be im plem ented.

Section 11 - Delayed effective date for health care provider negotiation process.

Section 12 - Delayed effective date for mandatory health care provider compliance 
with expenditure limits and reim bursem ent schedules.

Section 13 - Effective date.

Senator Jim Duncan
March 30, 1992
Page 3
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D IV IS IO N  O F  L E G A L  S E R V IC E S
LEGISLATIVE AFr AIRS AGENCY 

STATE OF ALASKA
P.O. Box Y, Juneau, Alaska 09811 
(907) ‘105-3867 or >165-2450 
I-AX (907) ■165-20

Deliveries to: 2-10 Main Street 
Court Plaza, Room 500 

Mail Stop 3101

M E M O R A N D U M May 7, 1991

SUBJECT: Sectional analysis - CSSB 83(L&C)

TO: Senator Jim Duncan

FROM: Michael F. Ford / / ^  '/-•
Legislative Counsel

The following is a section by section analysis of CSSB 83(L&C):

Section 1 - Purpose.

Section 2 - Requires certificate of need applications, except for temporary or 
emergency applications, to be provided to the authority.

Section 3 - Provides that certificates of need, except for temporary or emergency 
certificates, may not be issued until the authority makes a determination regarding 
the effect of the certificate on group health insurance.

Section 4 - Requires the Legislative Budget and Audit Committee to perform an 
annual audit of the authority.

Section 5 - Requires the legislature to appropriate funds for the operation of the 
authority.

Section 6 - This provision places employees of the authority in the exempt service.

Section 7 - This provision subjects the employees of the authority to the conflict of 
interest chapter AS 39.30.

Section 8 -

Sec. 44.87.010 - Creates the authority and requires the creation and phased 
implementation of reimbursement systems and utilization standards established by the 
authority, within municipalities that have a population of 20,000 or more by July 1,



Senator Jim Duncan
May 7, 1991
Page 2

1992, and in municipalities with less than 20,000 in population, by July 1, 1995. Also, 
all reimbursement systems and utilization standards created within a municipality that 
has a population of 20,000 or more must be operational by December 31, 1993 or by 
July 1, 1995, if the municipality has less than 20,000 in population. Also, a 
requirement is imposed under subsection (c), that all health care providers or persons 
submitting a claim for services provided to a public employer or public employee, 
must use the reimbursement systems or utilization standards if established by the 
authority. Other employers may elect to use the reimbursement systems and 
utilization standards, if the use is approved by the authority. Also establishes 
reimbursement components under (a)(3). Beginning July 1, 1992, the authority is 
required to design a new health insurance program for certain employers who elect 
to participate, under subsections (e), (f) and (g). The authority is required to provide 
pubiic notice and accept public comments under subsection (h).

Sec. 44.87.015 - Requires cooperation by state agencies.

Sec. 44.87.020 - Establishes the board and its organization.

Sec. 44.87.030 - Establishes the general powers of the authority.

Sec. 44.87.040 - Establishes the duties of the board, including requiring an annual 
report.

Sec. 44.87.050 - Provides for certain staff of the authority and for service contracts.

Sec. 44.87.060 - Allows the authority, after July 1, 1992, to procure insurance for an 
individual or employer without insurance or with insurance that is more costly than 
could be provided by the authority. Allows the authority to establish group insurance 
pools for employees who elect to participate, requires coverage for eligible employees 
and dependents, and requires employees who elect to participate to use the 
reimbursement systems and utilization standards established by the authority. This 
section also imposes restrictions on when the authority can act as a self-insurer, in 
subsection (c) and (d), and allows creation of pools or subpools to track insurance 
costs, in subsection (e).

Sec. 44.87.070 - Creates a fund for the authority to expend to carry out duties 
imposed by this chapter.

Sec. 44.87.080 - Provides for the collection and investment of insurance premiums.

Sec. 44.87.090 - Allows participation by the state, a municipality or a school district 
in the group insurance provided by the authority. Requires participation after initial 
entry into the system, unless a waiver is granted. Sets out criteria for granting a 
waiver.
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Senator Jim Duncan
May 7, 1991
Page 3

Sec. 44.87.100 - Definitions.

Section 9 - Report.

Section 10 - Effective date.

MFF:mi
91-087.mai
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DIVIS!ON OF LEGAL SERVICES
\

LEGISLATIVE AFFAIRS AGENCY 
t STATE OF ALASKA

P.O. liax Y, Jtuii'tm, Alaska WH11 ' Deliveries to: 240 Main Street
(007) 465-3807 or 465-2450 Court Plaza, Room 500
M X  (007) 465-2020 Mail Slop 3101

M i i l O  R A N D U M March 21, 1991

SUBJECT: Sectional analysis - CSSB 83(L&C) and
CSSB 83( )

TO: Senator Drue Pearce

FROM: Michael F. Ford
Legislative Counsel

. / •

The following is a section by section analysis of CSSB 83(L&C), with a comparison 
to CSSB 83( ) that reflects the changes made in the blank substitute:

Section 1 - Purpose.

The blank CS contains minor changes in paragraphs (1), (2) and (9), adds new 
paragraph (3), and deletes paragraph (8).

Section 2 - Requires certain certificate of need applications to be provided to the 
authority.

No change.

Section 3 - Provides that certain certificates of need may not be issued until the 
authority makes a determination regarding the effect of the certificate on group 
health insurance.

No change.

Section 4 - Requires the legislature to appropriate funds for the authority.

This section is now section 5 in the blank CS. Section 4 is a provision 
requiring an annual audit by the Legislative Budget and Audit Committee.

Section 5 - This provision places employees of the authority in the exempt service.

No change.



Senator Drue Pearce
March 21, 1991
Page 2

Section ft - This provision subject the employees of the authority to the conflict of 
interest chapter AS 39.30.

No change.

Section 7 -

Sec. 44.87.010 - Creates the authority and requires establishment of a reimbursement 
system and utilization standards. Requires the state, a municipality, or a school 
district to use the reimbursement system and utilization standards. Allows other 
employers to participate with approval of the authority. Limits the authority’s ability 
to establish group health insurance pools, to not earlier than July 1, 1992. Allows 
participation by an eligible state program.

The blank CS requires, by July 1, 1992, the creation and phased implementation of 
reimbursement systems and utilization standards established by the authority, within 
municipalities that have a population of 20,000 or more. Also, all reimbursement 
systems and utilization standards created within a municipality that has a population 
of 20,000 or more must be operational by December 31, 1993. Also, a requirement 
is imposed under subsection (c), that all health care providers or persons submitting 
a claim for services provided to a public employer or public employee, must use the 
reimbursement systems or utilization standards if established by the authority. Other 
employers may elect to use the reimbursement systems and utilization standards, if 
the use is approved by the authority. The blank CS also imposes new deadlines on 
the authority in (a)(1), requires new reimbursement components under (a)(2) and (3), 
and inserted paragraphs (a)(4) and (5). The blank CS also requires the authority to 
design a new health insurance program for certain employers who elect to participate, 
in subsections (e), (f) and (g). The authority is required to provide public notice and 
accept public comments under subsection (h).

Sec. 44.87.015 - Requires cooperation by state agencies.

No change.

Sec. 44.87.020 - Establishes the board and its organization.

No change.

Sec. 44.87.030 - Establishes the general powers of the authority.

No change.
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Sec. 44.87.040 - Establishes the duties of the board, including requiring an annual 
report.

The blank CS adds paragraphs (5) - (9), that impose new duties on the board. 

Sec. 44.87.050 - Provides for certain staff of the authority and for service contracts. 

No change.

Sec. 44.87.060 - Gives the authority the power to procure insurance or to act as a 
self-insurer. Imposes certain requirements on the insurance obtained by the 
authority.

The blank CS rewrites subsection (a) to limit the authority to providing 
insurance for an individual or employer without insurance or with insurance that is 
more costly than could be provided by the authority. This section also adds a new 
subsection (b) that allows the authority to establish group insurance pools for 
employees who elect to participate, requires coverage for eligible employees and 
dependents, and requires employees who elect to participate to use the reimburse­
ment systems and utilization standards established by the authority. This section also 
imposes new restrictions on when the authority can act as a self-insurer, in subsection 
(c) and (d), and allows creation of pools or subpools to track insurance costs, in 
subsection (e).

Sec. 44.87.070 - Creates a fund for the authority to expend to carry out duties 
imposed by this chapter.

No change.

Sec. 44.87.080 - Provides for the collection and investment of insurance premiums. 

No change.

Sec. 44.87.090 - Allows participation by the state, a municipality or a school district 
in the group insurance provided by the authority. Requires participation after initial 
entry into the system, unless a waiver is granted. Sets out criteria for granting a 
waiver.

No change.

Sec. 44.87.100 - Definitions.

The blank CS contains two new definitions, of "full-time employee" and "public 
employer" and made minor changes in the definition of "reimbursement system".

Senator Drue Pearce
March 21, 1991
Page 3
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CS FOR SENATE BILL NO. 83 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

O ffe re d :
R e fe rre d :

S p o n so r (s ) : S E N A T O R S  D U N C A N , Z h a ro f f , R odey

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to Alaska State Health Resources Authority; and  providing for an

2 effective date."

3 BE IT  ENACTED BY THE LEGISLATURE OF TH E STATE OF ALASKA:

4 * Section 1. PURPOSE AND INTENT, (a) The puipose of this Act is to collect data necessary for
5 the
6 U) development of recommended statewide health care expenditure limits, and access
7  a n d  q u a l i t y  g o a ls ;

8 (2) development of recommended reimbursement schedules, utilization standards, and
9 other measures that may include increased utilization of managed care, increased utilization of

10 alternatives to institutionalization, and procedures for the allocation and limitation of capital investment
11 necessary to achieve health care budget goals, while maintaining quality, and improving accessibility to
12 health care;
13 (3) performance of studies, issuance of repons, and gathering of data to contribute to the
14 objective of providing access to high quality affordable health care; and

-1-

r I'rnori (DELETED TEXT 3RACKETED]
CSSB 83( )



1 (4) performance of any other activities determined to be necessary to further the goal of
2 making available affordable, accessible, high quality health care in the state.
3 (b) It is the intent of this Act to require the legislature to amend this Act before the Alaska State
4 Health Resources Authority implements statewide health care expenditure limits, reimbursement
5 schedules, or utilization standards,
6 * Sec. 2. AS 24.20.206 is amended to read:
7 Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Committee shall
8 (1) report to the legislature its recommendations relating to the confirmation of
9 appointees to the Board of Trustees of the Alaska Permanent Fund Corporation;

10 (2) annually review the long-range operating plans of all agencies of the state
11 which perform lending or investment functions;
12 (3) review periodic reports from all agencies of the state which perform lending
13 or investment functions;
14 (4) present a complete report of investment programs, plans, performance, and
15 policies of all agencies of the state which perform lending or investment functions to the
16 legislature within 30 days after the convening of each regular session;
17 (5) present to the legislature within 30 days after the convening of each regular
18 session a review of the report of the governor under AS 37.07.020(d) with recommendations for
19 needed legislation;
20 (6) in conjunction with the finance committee of each house recommend annually
21 to the legislature the investment policy for the general fund surplus and for the income from the
22 permanent fund;
23 (7) provide for an annual post audit and annual operational and performance
24 evaluation of the Alaska Permanent Fund Corporation investments and investment programs;
25 (8) provide for an annual operational and performance evaluation of the Alaska
26 Housing Finance Corporation and the Alaska Industrial Development and Export Authority; the
27 performance evaluation shall include, but is not limited to, a comparison of the effect on various
28 sectors of the economy by public and private lending, the effect on resident and nonresident
29 employment, the effect on real wages, and the effect on state and local operating and capital
30 budgets of the programs of the Alaska Housing Finance Corporation and the Alaska Industrial
31 Development and Export Authoritŷ
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(9) provide for an annual post audit and annual operational and perform ance 

evaluation of the Alaska State Health Resources A uthority .

* See. 3. AS 37.07.030 is amended to read:

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall
(1) provide for a budget review function;
(2) analyze the comprehensive operating and capital improvements programs and 

financial plans recommended by the governor;
(3) adopt legislation to authorize implementation of the governor’s comprehensive 

operating and capital improvements programs and financial plans or appropriate alternatives to 
those plans;

(4) provide for a post-audit function to cover financial transactions, program 
accomplishment, and compliance with legislative intent;

(5) adopt or revise the estimate of receipts required to balance the succeeding 
fiscal year’s budget in order that proposed expenditures do not exceed estimated receipts for that 
fiscal year,

(6) adopt, revise, or initiate revenue measures in order to balance the succeeding
fiscal year’s budget and the capital improvements section of the budget for the succeeding six
yearsq

(7) appropria te  funds for the operation of the Alaska State H ealth Resources

A uthority .

* Sec. 4. AS 39.25.110 is amended by adding a new paragraph to read:
(30) the executive director of the Alaska State Health Resources Authority.

*  S e c .  5 .  AS 39.50.200(b) is amended by adding a new paragraph to read:
(54) Alaska State Health Resources Authority (AS 44.87).

* Sec. 6. AS 44 is amended by adding a new chapter to read:
CHAPTER 87. ALASKA STATE HEALTH RESOURCES AUTHORITY.

Sec. 44.87.010. AUTHORITY CREATED; PURPOSE, (a) The Alaska State Health 
Resources Authority is established. The authority is a public corporation and an instrumentality 
of the state within the Department of Administration but has a legal existence independent of and 
separate from the state.

(b) The purpose of the authority is to collect data necessary to recommend
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1 (1) statewide health care expenditure limits, and access and quality goals;
2 (2) reimbursement schedules, and utilization standards;
.3 (3) a program to provide access to health care insurance or services for all
4 residents o f  the state; and
5 (4) where possible, coordination of the delivery, quality, access, and financing of
6 health care in the state.
7 (c) The authority may not implement statewide health care expenditure limits,
8 reimbursement schedules, or utilization standards until authorized by the legislature after
9 January 31, 1994.

10 Sec. 44.87.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The authority shall
11 be managed by a board of directors composed of five members appointed by the governor. In
12 appointing members to the board, the governor shall ensure that
13 (1) the interests of health care providers and purchasers are fairly represented; and
14 (2) a majority of the board are experts in health care issues and fairly represent
15 the interests of the general public in having access to quality and affordable health care.
16 (b) Members of the board serve staggered terms of four years. The board shall elect
17 from its membership a president, vice-president, and secretary. Members of the board serve
18 without compensation but are entided to receive per diem and travel expenses audiorized for
19 boards and commissions under AS 39.20.180. Members of the board are subject to AS 39.50.
20 Sec. 44.87.030. GENERAL POWERS. The authority may
21 (1) sue or be sued;
22 (2) enter into contracts or agreements; ,
23 (3) establish administrative or accounting procedures;
24 (4) collect, invest, and disburse funds;
25 (5) charge fees for providing administrative services;
26 (6) adopt necessary regulations and procedures for implementation of this chapter.
27 Sec. 44.87.040. DUTIES OF BOARD; ANNUAL REPORT. The board shall
28 (1) provide to the governor and to the legislature an annual report covering the
29 previous fiscal year’s activities of the authority;
30 (2) analyze the health care needs of the state population that is uninsured or
31 underinsured;
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(3) provide recommendations to the legislature for a systematic approach or plan 
with alternatives including financing alternatives that may be considered to assure access to 
affordable quality health care for all state residents; the recommendations must be updated each 
year.

Sec. 44.87.050. STAFF AND PROFESSIONAL SERVICES CONTRACTS. The 
authority shall employ an executive director who serves at the pleasure of the authority as its 
chief administrative officer. The executive director may, with the approval of the authority, 
select and employ additional staff as necessary. The executive director is in the exempt service 
under AS 39.25.110. Employees of the authority other than the executive director are in the 
classified service under AS 39.25.100. In addition to its staff of regular employees, the authority 
may contract for the services of consultants and professional, technical, and financial advisors 
the authority considers necessary for the purpose of developing information, conducting hearings, 
studies, investigations, or other proceedings, or otherwise exercising its powers.

Sec. 44.87.060. STATEWIDE HEALTH CARE DATA SYSTEM, (a) The authority 
shall develop and periodically update a data system that indicates the total amount expended on 
health care for residents of the state. To the extent practicable, the data system base year for 
health care expenditures shall be 1991 and must contain a separate expenditure breakdown for

(1) hospital services;
(2) physician services;
(3) laboratory services;
(4) pharmaceutical products;
(5) durable medical equipment; and
(6) other health services that the authority determines appropriate.

(b) In addition to the data collected under (a) of this section, the authority shall collect 
data on the following:

(1) the aging of the population and other factors that may affect the demand for 
health care in the future;

(2) general inflation factors and the costs related to inflation in labor and other 
inputs used to produce health services;

(3) technological advances that may increase or decrease health care costs;
(4) appropriate improvements in health care productivity;
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1 (5) feasible reductions in unnecessary health care;
2 (6) the need to assure that all sectors of the population have adequate access to
3 health care services;
4 (7) the effect and availability of statewide expenditure goals on the quality of
5 health care; and
6 (8) other factors that the authority determines appropriate.
7 Sec. 44.87.070. STATEWIDE HEALTH CARE EXPENDITURE LIMITS, (a) The
8 authority shall recommend a statewide health care budget and expenditure limits, based on the
9 data obtained under AS 44.87.060. To the extent practicable, the base year for the statewide

10 health care budget and expenditure limits shall be 1991.
11 (b) The authority shall annually adjust the recommended health care expenditure limits
12 developed under this section to reflect changes in the Consumer Price Index for all urban
13 consumers for all items complied by the Bureau of Labor Statistics, United States Department
14 . of Labor, for the preceding calendar year. The annual index for 1991 is the reference base index.
15 (c) In developing recommended expenditure limits applicable in a current year the
16 authority shall adjust the expenditure limits for the following factors if these factors would affect
17 the expenditure limits;
18 (1) changes in the size or demographic characteristics of the population of the

19 state;
20 (2) changes in technology and health care delivery that may increase or decrease
21 health care costs;
22 (3) reduction in unnecessary health care;
23 (4) access to adequate health care services;
24 (5) costs of medical malpractice insurance;
25 (6) administrative cost reduction; and
26 (7) other factors determined appropriate by the authority.
27 (d) Health care expenditure limits recommended under this section must, to the extent
28 practicable,
29 (1) include a separate expenditure limit for each health care service described
30 under AS 44.87.060(a) and may include limits for other subcategories of health care services that
31 the authority determines appropriate;
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(2) be based on the fo llow ing crite ria as adjusted under (b) and (c) o f this section:

(A ) fo r hospitals and health care fac ilities , the lim it must be based on 

actual costs in the base year,

(B ) fo r health care providers other than hospitals and healdr care fac ilities , 

the lim it must be based on the actual expenditures or payments in the base year,

(C ) fo r other health care services not described in (A ) o r (B ) o f this 

paragraph, lim its shall be developed as determ ined by the authority.

Sec. 44.87.080. ES TABL ISHM EN T OF RE IM BURSEM ENT SCHEDULES . 

Reimbursement schedules recommended by the authority shall use a base year o f 1991 to the 

extent practicable, and incorporate the fo llow in g criteria as adjusted by factors described in 

AS 44.87.070(b) and (c):

(1) fo r hospitals, the schedule shall be established to a llow payment on a per 

discharge basis and utilize diagnosis related groups as the classification system; the schedule must

. re flec t uncompensated care o r payments received from public programs that are not su ffic ien t to 

cover costs;

(2) fo r health care fac ilities other than hospitals, the schedule shall be based on 

the actual cost o f the service in the base year,

(3) fo r physician services, the schedule must include a resource based re la tive

value scale;

(4) fo r other health care services not described in (1) - (3) o f this subsection, 

schedules shall be developed as determ ined by the authority.

Sec. 44.87.090. REQU IRED COOPERAT ION IN  EXPEND ITURE L IM IT  A N D  G O A L 

D EVE LO PM ENT . When requested by the authority , a health care provider, insurer, o r an agency 

o f the state shall co llect and provide in fo rm ation possessed by the health care provider, insurer, 

o r agency, necessary to the development and revision o f the health care expenditure, access, and 

qua lity goals established by the authority.

Sec. 44.87.100. PUBL IC  RECORDS; PROCEDURES. The provisions o f AS 09.25.110 -

09.25.120 apply to records o f the authority , except fo r medical records that iden tify an ind iv idua l. 

The Adm in is tra tive Procedure A c t (AS 44.62) applies to the authority.

Sec. 44.87.900. DEF IN IT IO NS . In this chapter,

(1) "au tho rity" means the Alaska State Health Resources Au tho rity ;

WORK DRAFT WORK DRAFT * WORK DRAFT
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1 (2) "board" means the board o f directors o f the Alaska State Health Resources

2 Au tho rity ;

3 (3) "health care provider" means an acupuncturist licensed under AS 08.06; a

4 ch iroprac to r licensed under AS 08.20; a dental hygienist licensed under AS 08.32; a dentist

5 licensed under AS 08.36; a nurse licensed under AS 08.68; a dispensing optician licensed under

6 AS 08.71; an optometrist licensed under AS 08.72; a pharmacist licensed under AS 08.80; a

7 physical therapist or occupational therapist licensed under AS 08.84; a physician licensed under

8 AS 08.64; a podiatrist; a psychologist and a psychological associate licensed under AS 08.86; and

9 a hospita l as defined in AS 18.20.130, includ ing a govemmenta lly owned or operated hospita l;

10 and an employee o f a health care provider acting w ith in the course and scope o f employment;

1 1 (4) "health care services" means services fo r medical o r dental care o r

12 hospita liza tion, furnished fo r the purpose o f allevia ting, curing, o r healing human illness, in ju ry ,

13 or physical d isab ility ;

14 (5) "hospita l" has the meaning given in AS 18.20.130;

15 (6) "insurer" has the meaning given in AS 21.90.900;

16 (7) "reimbursement schedules" means a schedule o r system that stream lines o r

17 results in cost e ffic ien t payments to health care providers, and includes a schedule o f m axim um

18 allowable reimbursement fo r health care services;

19 (8) "resident" means a person who is e lig ib le fo r a permanent fund d iv idend under

20 AS 43.23.005;

21 (9) "state" means the executive, leg islative, and ju d ic ia l branches o f state

22 government, and includes the Un ive rs ity o f Alaska and a public corporation o f the state created

23 w ith in a princ ipa l executive department;

24 (10) "u tiliza tion standards" means a system to mon ito r, track, and ve rify patterns

25 o f treatment by health care providers and to develop u tiliza tion rev iew criteria , that assures that

26 cost e ffic ie n t and cost effective care is provided w ith in accepted medical standards w ith ou t

27 reducing the qua lity o f care.

28 * Sec. 7. REPORT. The Alaska State Health Resources A u tho rity shall report to the A laska State

29 Legislature by

30 (1) March 1, 1993, on the progress made by the authority in establishing recommended

31 health care p rov ide r reimbursement systems and utiliza tion standards; and
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1 (2) January 31, 1994, w ith fina l recommendations fo r statew ide health care expenditure

2 lim its , reimbursement systems, and utiliza tion standards.

3 * Sec. cS. Th is A c t takes effect immediate ly under AS 01.10.070(c).
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CS FOR SENATE B IL L  NO . 83 ( )

IN THE LEG ISLATURE OF THE STATE OF A LA S K A  

SEVENTEENTH LEG ISLATURE - SECOND SESSION

BY

Offered:

Referred:

Sponsor(s): S E N A T O R S  D U N C A N ,  Zharoff, Rodey

A B IL L  

FOR AN AC T E N T IT LE D

1 "A n  Act estab lish ing the A laska State Hea lth Resources A u th o r ity ; re la tin g to the de live ry ,

2 q ua lity , access, and financ ing o f hea lth care ; re q u ir in g the estab lishm en t o f hea lth care

3 expend itu re lim its ; re la tin g to the issuance o f certifica tes o f need; and p ro v id in g fo r an

4 effective da te ."

5 BE IT  EN AC TED  BY TH E  L E G IS L A T U R E  OF T H E  STA TE O F A L A S K A :

6 * Section 1. PURPOSE. The purpose o f this A c t is to provide fo r the

7 (1) development o f statewide health care expenditure lim its , and access and qua lity goals;

8 (2) development o f reimbursement schedules, u tiliza tion standards, and performance o f

9 other activ ities necessary to achieve expenditure lim ns developed under (1) o f this section;

10 (3) establishment o f reimbursement schedules, u tiliza tion standards, and other measures

11 that may include increased utiliza tion o f managed care, increased u tiliza tion o f alternatives to

12 institu tiona liza tion , and procedures fo r the allocation and lim ita tion o f cap ita l invesunent necessary to

13 achieve the health care budget goals, wh ile main ta in ing quality , and im prov ing accessib ility to health

14 care;
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1 (4) preparation and submission to the legislature, and to the general public , o f an annual

2 report concerning the success in achieving the lim its and goals established under (1) o f this section,

3 together w ith recommendations the authority considers appropriate to further the objectives o f prov id ing

4 access to affordable, qua lity health care fo r a ll Alaskans;

5 (5) establishment o f un ifo rm b illin g and cla im forms and mandatory reporting

6 requirements to

7 (A ) measure the success in meeting the lim its and goals established under (1) o f

8 this section;

9 (B ) perm it the authority, to the extent practicable, to analyze data acquired under

10 reporting requirements to assist purchasers and consumers in evaluating the qua lity and cost o f

11 care offered by d iffe ren t providers; and

12 (C) reduce the adm inistrative cost o f the health care system;

13 (6) recommendation o f reimbursement schedules, and other measures as appropriate and

14 consistent w ith expenditure lim its developed by the authority to ensure access to qua lity affordable health

15 care under health insurance programs and programs under which the state provides or enters in to

16 contracts fo r the de live ry o f health care and to m in im ize cost-shifting;

17 (7) performance o f studies, issuance o f reports, and gathering o f data to contribu te to the

18 objective o f p rov id ing access to high quality affordable health care; and

19 (8) performance o f any other activ ities determined to be necessary to fu rthe r the goal o f

20 making available affordable, accessible, high quality health care in the state.

21 * Sec. 2. AS 18.07.035 i-s amended to read:

22 Sec ,8.07.035. APPL IC AT IO N AND FEES. App lica tion fo r a certifica te o f need shall

23 be made to the department upon a form provided by the department and must contain the

24 in fo rm a tion the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each

25 application fo r a certifica te o f need must be accompanied by an application fee established by

26 the department by regulation. A copy o f each app lica tion fo r a ce rtif ica te o f need, except an

27 app lic a tio n fo r a tem po ra ry o r emergency ce rtifica te issued unde r AS 18.07.071, sha ll be

28 p ro v ided to the A laska State Hea lth Resources A u th o r ity .

29 * Sec. 3. AS 18.07.041 is amended to read:

30 Sec. 18.07.041. STANDARD OF REV IEW  FOR APPL ICAT IONS FOR CERTIF ICATES

31 OF NEED, lh e ofOce shall gran! a sponsor a certificate o f need or m od ify a certifica te o f need

WORK DRAFT WORK DRAFT WORK DRAFT

CSSB 83i ) -2-



i

I

}

1 i f  the ava ila b ility and qua lity o f existing health care resources or the accessib ility to those

2 resources is less than the current or projected requirement fo r health services required to mainta in

3 the good health o f citizens o f this state. A ce rtifica te o f need may no t be issued, except fo r

4 a tem po ra ry o r emergency ce rtif ic a te unde r AS 18.07.071. unless the o ffice has received a

5 de te rm ina tio n from  the A laska Sta te H ea lth Resources A u th o r ity  rega rd in g the effect o f the Z

6 ce rtif ic a te o f need on the cost o f g roup health insurance . '

7 * Sec. 4. AS 24.20.206 is amended to read:

8 Sec. 24.20.206. DUTIES . The Legisla tive Budget and A ud it Committee shall

9 (1) report to the legislature its recommendations re la ting to the con firm ation o f

10 appointees to the Board o f Trustees o f the Alaska Permanent Fund Corporation;

11 (2) annually review the long-range operating plans o f a ll agencies o f the state

12 which perform lending or investment functions;

13 (3) review periodic repons from a ll agencies o f the state which perform lending

14 o r investment functions;

15 (4) present a complete repon o f investment programs, plans, performance, and

H i  16 polic ies o f a ll agencies o f the state which perform lending o r investment functions to the

17 legislature w ith in 30 days after the convening o f each regular session;

18 (5) present to the legislature w ith in 30 days afte r the convening o f each regular

19 session a review o f the report o f the governor under AS 37.07.020(d) w ith recommendations fo r

20 needed legisla tion;

21 (6) in con junction w ith the finance committee o f each house recommend annually

22 to the legislature the investment po licy fo r the general fund surplus and fo r the income from  the

23 permanent fund;

24 (7) provide fo r an annual post audit and annual operational and performance

25 evaluation c f the Alaska Permanent Fund Corporation investments and investment programs;

26 (8) provide fo r an annual operational and performance evaluation o f the Alaska

27 Housing Finance Corporation and the Alaska Industria l Development and Export Au tho rity ; the

28 performance evaluation shall include, but is not lim ited to, a comparison o f the effect on various

29 sectors o f the economy by public and private lending, the effect on resident and nonresident

30 employment, the effect on real wages, and the effect on state and local operating and capital

31 budgets o f the programs o f the Alaska Housing Finance Corporation and the Alaska Industria l
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1 Development and Expo it Authority^

2 (9) p ro v ide fo r an annua l post aud it and annua l ope ra tiona l and pe rfo rm ance

3 eva lua tion o f the A laska State Hea lth Resources A u th o r ity .

4 * Sec. 5. AS 37.07.030 is amended to read:

5 Sec. 37.07.030. RESPONSIB IL IT IES OF THE LEG IS LATURE . The legislature shall

6 (1) provide fo r a budget review function;

7 (2) analyze the comprehensive operating and capital improvements programs and

8 financia l plans recommended by the governor;

9 (3) adopt legislation to authorize implementation o f the governor’ s comprehensive

10 operating and capita l improvements programs and financia l plans or appropriate alternatives to

11 those plans;

12 (4) provide fo r a post-audit function to cover financia l transactions, program

13 accomplishment, and compliance w ith legislative intent;

14 (5) adopt o r revise the estimate o f receipts required to balance the succeeding

15 fisca l year’ s budget in order that proposed expenditures do not exceed estimated receipts fo r that

16 fisca l year,

17 (6) adopt, revise, or in itia te revenue measures in order to balance the succeeding
-

V  f
18 fisca l year’ s budget and the capital improvements section o f the budget fo r the succeeding six A

19 years i ( W /

20 (7) app rop ria te funds fo r the opera tion o f the A laska State H ea lth Resources y

21 A u th o r ity . " j  /

22 * Sec. 6. AS 39.25.110 is amended by adding a new paragraph to read:

23 (30) the executive direc to r o f the Alaska State Health Resources Au tho rity .

24 * Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read: Ju\ x

25 (54) A laska State Health Resources Au tho rity (AS 44.87). ViJfc ‘

26 * Sec. 8. AS 44 is amended by adding a new chapter to read:

27 CHAPTER 87. A LA S K A  STATE H EA LTH  RESOURCES AU THO R ITY .

28 Sec. 44.87.010. AU THO R ITY CREATED ; PURPOSE, (a) The Alaska State Health

29 Resources A u th o r ity is established. The authority is a public corporation and an instrum enta lity

30 o f the state w ith in the Department o f Adm in is tra tion but has a legal existence independent o f and

VSp? 31 separate from the state.
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1 (b) The purpose of the authority is to

2 (I) develop statewide heal'h care expenditure limits, and access and quality goals; ^

3 (2) implement statewide health care expenditure limits through reimbursement

4 schedules and utilization standards; !

5 (3) develop a program to provide access to health care insurance or services for (/

6 all residents of the state; and

7 (4) where possible, coordinate the delivery, quality, access, and financing of health l/

8 care in the state.

9 Sec. 44.87.020. B O A R D  O F  DIRECTORS; ORGANIZATION, (a) The authority shall

10 be managed by a board of directors composed of nine members appointed by the governor. In

11 appointing members to the board, the governor shall ensure that
.Jt/

12 . n>’/' // (1) the interests of health care providers and purchasers are fairly represented; and

13 \ \ ! \ \ / / (2) a majority of the board are expens in health care issues and fairly represent

14 the interests of the general public in having access to quality and affordable health care.

15 (b) Members of the board serve staggered terms of four years. The board shall elect

16 from its membership a president, vice-president, and secretary. Members of the board serve

17 without compensation but are entided to receive per diem and travel expenses authorized, for

18 boards and commissions under AS 39.20.180. Members of the board are subject to AS 39.50.

19 Sec. 44.87.030. G E N E R A L  POWERS. The authority may

2r (1) exercise the powers granted to insurers under the laws of the state; if the

21 authority acts as an insurer, the authority shall comply with the requirements applicable to

22 insurers under AS 21;

23 (2) sue or be sued;

24 (3) enter into contracts or agreements;

25 (4) establish administrative or accounting procedures;

26 (5) collect, invest, and disburse funds;

27 (6) charge fees for providing administrative services;

28 (7) establish appropriate levels of reserves to cover the expenses of the authority;

29 (8) adopt necessary regulations and procedures for implementation of this chapter.

30 Sec. 44.87.040. DUTIES O F  BOAR D; A N N U A L  REPORT. The board shall

31 (1) establish reimbursement schedules and utilization standards necessary to

- 5 -'lew Toxr ’Jnder lined I DELETED TEST BRACKETED! CSSB 83( )



W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

1 implement this chapter;

2 (2) develop uniform billing and common claims forms for health care providers '

3 and patients;

4 (3) in procuring ur providing group health insurance allowed under this chapter, v

5 procure or provide comprehensive coverage at the lowest possible cost per participant;

6 (4) provide to the governor and to the legislature an annual report covering the /

7 previous fiscal year’s activities of the authority;

8 (5) review each application for a certificate of need under AS 18.07.041 and

9 within 60 days after receiving a copy of the application determine the effect of issuing the

10 certificate on the cost of the group health insurance required under this chapter; a copy of the

11 determination shall be provided to the office of planning and research in the Department of

12 Health and Social Services;

13 (6) establish a grievance procedure to resolve disputes between the authority and

14 health care providers or participants;

15 (7) every third fiscal year, include in the annual report a cost and benefit analysis

16 of the activities of the authority;

17 (8) analyze the health care needs of the state population that is uninsured or

18 underinsured;

19 (9) provide recommendations to the legislature for a systematic approach or plan

20 with alternatives including liabilities and financing alternatives that may be considered to assure

21 access to affordable quality health care for all state residents; the recommendations must be

22 updated each year.

23 Sec. 44.87.050. STAFF A N D  PR OF ESSI ON AL SERVICES CO NT RA CT S. The

24 authority shall employ an executive director who serves at the pleasure of the authority as its

25 chief administrative officer. The executive director may, with the approval of the authority,

26 select and employ additional staff as necessary. The executive director is in the exempt service

27 under AS 39.25.110. Employees of the authority other than the executive director are in the

28 classified service under AS 39.25.100. In addition to its staff of regular employees, the authority

29 may contract for the services of consultants and professional, technical, and financial advisors

30 the authority considers necessary for the purpose of developing information, conducting hearings,

31 studies, investigations, or other proceedings, or otherwise exercising its powers.

CSSB 83( ) -6 -'■'aw Texr '.'r.'iarl •r.Hd (DELETED TEXT BRACKETED]



1 Sec. 44.87.060. S T A T E W I D E  H E A L T H  C A R E  D A T A  SYSTEM, (a) The authority

2 shall develop and periodically update a data system that indicates the total amount expended on

3 health care for residents of the state. To the extent practicable, the data system base year for

4 health care expenditures shall be 1991 and must contain a separate expenditure breakdown for

5 (1) hospital services; V

6 (2) physician services; v

7 (3) laboratory services; ^

8 (4) pharmaceutical products;

9 (5) durable medical equipment; and 7

10 (6) other health services that the authority determines appropriate. /

11 (b) In addition to the data collected under (a) of this section, the authority shall collect

12 data on the following:

13 (1) the aging of the population and other factors that may affect the demand for ^

14 health care in the future;

15 (2) general inflation factors and the costs related to inflation in labor and other /

16 inputs used to produce health services;

17 (3) technological advances that may increase or decrease health care costs; v

18 (4) appropriate improvements in health care productivity^

19 (5) feasible reductions in unnecessary health care; j

20 (6) the need to assure that all sectors of the population have adequate access to ̂

21 healtli care services;

22 (7) the effect and availability of statewide expenditure goals on the quality of ^
X.

23 £ health care; and
**/■

24 X2 1 (8) other factors that the authority determines appropriate. >1 

Sec. 44.87.070. S T A T E W I D E  H E A L T H  C A R E  E X P E N D I T U R E  LIMITS, (a) The

authority shall develop statewide health care budget and expenditure limits, based on the data 

obtained under AS 44.87.060. To the extent practicable, the base year for the statewide health 

care budget and expenditure limits shall be 1991.

(b) The authority shall annually adjust the health care expenditure limits developed under 

this section to reflect changes in the Consumer Price Index for all urban consumers for all items 

complied by the Bureau of Labor Statistics, United States Department of Labor, for the preceding

WORK DRAFT WORK DRAFT WORK DRAFT
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A
1 calendar year. The annual index for 1991 is the reference base index,

2 (c) In developing expenditure limits applicable in a current year the authority shall adjust

3 the expenditure limits for the following factors if these factors would affect the expenditure

4 limits:

5 (1) changes in the size or demographic characteristics of the population of the /

6 state;

7 (2) changes in technology and health care delivery that may increase or decrease S

8 health care costs;

9 (3) reduction in unnecessary health care;

10 (4) access to adequate health care services; /

11 (5) costs of medical malpractice insurance;"

12 (6) administrative cost reduction; and y

13 (7) other factors determined appropriate by the authority. ■/

14 (d) Health care expenditure limits developed under this section must, to the extent

15 practicable,

16 (1) include a separate expenditure limit for each health care service described

17 under A S  44.87.060(a) and may include limits for other subcategories of health care services that

18 the authority determines appropriate;

19 (2) be based on the following criteria as adjusted under (b) and (c) of this section:

20 (A) for hospitals and health care facilities, the limit must be based on

21 actual costs in the base year,

22 (B) for health care providers other than hospitals and health care facilities,

23 the limit must be based on the actual expenditures or payments in the base year;

24 (C) for other health care services not described in (A) or (B) of this

25 Ji paragraph, limits shall be developed as determined by the authority.

26 /  / /  Sec. 44.87.080. R E Q U I R E D  H E A L T H  C A R E  P R O V I D E R  NEGOTIATION, (a) The
'V i V

27 A  \! board shall convene representatives from each class of health care providers to negotiate
\\*

28 ' recommendations for the reimbursement schedules required under A S  44.87.090. A

29 recommendation may not be submitted to the board unless it meets the expenditure limits

30 established under AS 44.87.070. The board shall adopt regulations to establish a good faith

31 negotiating process.
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(b) Negotiations required under (a) of this section

(1) shall be conducted annually, shall commence on or before January 1, and shall 

be completed on or before March 31 unless the board extends the rime for completing the 

negotiation process;

(2) must include an attempt to agree on recommendations to be submitted to the 

board for reimbursement schedules required under AS 44.87.090;

(3) shall endeavor to recommend reimbursement schedules that, if implemented, 

will result in the achievement of the expenditure limits established under A3 44.87.070.

(c) Each health care provider class shall be responsible for providing a three-person 

negotiating team to represent that class in negotiations required under this section. A  negotiating 

team may not represent a class of health care providers unless the team presents a petition to the 

authority indicating that at least 50 percent of the health care providers in that class have 

consented to representation by that negotiating team. A  petition required under this subsection 

shall be submitted annually on or before January 1.

(d) If a class of health care providers fails to select a negotiating team as required by this 

section, the board shall appoint a three-person negotiating team to represent health care providers 

in that class.

(e) A  reimbursement schedule to which a majority of the negotiators agree shall be 

adopted by the board as provided under AS 44.87.090(b). If a majority of the negotiators fail 

to agree on a recommended reimbursement schedule, the board shall adopt regulations 

establishing reimbursement schedules required under AS 44.87.090.

Sec. 44.87.090. E S T A B L I S H M E N T  OF R E I M B U R S E M E N T  SCHEDULES, (a) 

Reimbursement schedules established by the authority shall use a base year of 1991 to the extent 

practicable, and incorporate the following criteria as adjusted by factors described in 

AS 44.87.070(b) and (c):

(1) for hospitals, the schedule shall be established to allow payment on a per 

discharge basis and utilize diagnosis related groups as the classification system; the schedule must 

reflect uncompensated care or payments received from public programs that are not sufficient to 

cover costs;

(2) for health care facilities other than hospitals, the schedule shall be based on 

the actual cost of the service in the base year;

-9-
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1 (3) for physician services, the schedule must include a resource based relative

2 value scale;

3 (4) for other health care services not described in (1) - (3) of this subsection,

4 schedules shall be developed as determined by the authority.

5 (b) A reimbursement schedule established by the board must include the

6 recommendations resulting from the negotiation process under AS 44.87.080, unless the

7 negotiation process fails to result in recommendations or die authority determines that the

8 recommendations would result in the violation of an expenditure limit established under

9 AS 44.87.070.

10 Sec. 44.87.100. M A N D A T O R Y  H E A L T H  C A R E  P R O V I D E R  COMP LI AN CE , (a) All /

11 health care providers in the state shall comply with the expenditure limits established by die

12 authority under AS 44.87.070 and the reimbursement schedules established by the board.

13 (b) A  health care provider may not submit a charge for health care services that fails to

14 comply with this section. A  person receiving a charge that does not comply with (a) of this

15 section may not be required to pay that portion of the charge that exceeds the reimbursement

16 schedules established under AS 44.87.090.

17 Sec. 44.87.110. R E Q U I R E D  C O O P E R A T I O N  IN E X P E N D I T U R E  LIMIT A N D  G O A L

18 D E V E L O P M E N T .  When requested by the authority, a health care provider, insurer, or an agency

19 of the state shall collect and provide information possessed by the health care provider, insurer,

\v ;
20 or agency, necessary to the development and revision of the health care expenditure, access, and ' •

WORK DRAFT WORK DRAFT WORK DRAFT

21 quality goals established by the authority.

22 Sec. 44.87.120. P R O C U R E M E N T  O F  INSURANCE, (a) The authority may procure
w

23 and offer a policy or policies of comprehensive group health insurance to a resident or an

24 employer that the authority determines does not have health insurance or for wh om health

25 insurance could be more cost effective if procured by the authority. Group health insurance may

26 include coverage for eligible employees and dependents. The authority shall procure the

27 insurance from an insurer authorized to transact business in the state under AS  21.09, or the

28 authority may elect to act as a self-insurer if approved by the legislature and the authority

29 complies with (d) of this section.

30 (b) The authority may establish a group health insurance pool or pools of eligible

31 residents or employers that elect to participate in the group health insurance procured or provided
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by the authority. Coverage provided under this subsection must include eligible dependents of 

residents and employees.

(c) Except when acting as a self-insurer, the authority shall procure or provide group 

health insurance in compliance with the provisions of AS 36.30 and shall make available bid 

specifications for desired group health insurance benefits to all insurance carriers licensed in die 

state and qualified to provide the desired benefits. The specifications shrill be made available at 

least once every five years.

(d) Before the authority elects to act as a self-insurer, the authority shall solicit propos 

for the required coverage from insurers licensed in this state to offer health insurance. If after 

the proposal process has been completed, the authority determines that the desired coverage or 

benefits are not available from insurers licensed in this state or the authority can provide the 

desired coverage and benefits at a lower cost per eligible person, the authority may submit a plan 

of the intended self-insurance coverage and benefits to the legislature. The authority may not 

begin acting as a self-insurer until the legislature has approved the self-insurance plan submitted 

by the authority.

Sec. 44.87.130. A L A S K A  ST AT E H E A L T H  R E S O U R C E S  FUND. The Alaska state 

health resources fund is created in the general fund. The fund consists of money appropriated 

by the legislature. The fund shall be managed and invested by the board. The board may expend 

money from the fund to carry out the provisions of this chapter.

Sec. 44.87.140. I N S U R A N C E  PREMIUMS. The authority shall provide that sufficient 

funds are collected to provide authorized benefits, reserves, and to pay the expenses of the 

authority. Reserves remaining at the termination of an insurance contract shall be invested by 

the authority in the same manner as retirement funds are invested under AS 14.25.180.

Sec. 44.87.150. PUBLIC RECORDS; PROCEDURES. The provisions of AS 09.25.110 -

09.25.120 apply to records of the authority, except for medical records that identify an individual. 

The Administrative Procedure Act (AS 44.62) applies to the authority.

Sec. 44.87.900. DEFINITIONS. In this chapter,

(1) "authority" means the Alaska State Health Resources Authority;

(2) "board" means the board of directors of the Alaska State Health Resources

Authority;

(3) "class" means a group of health care providers who are practicing the same

-II->i9w Urdnr I ir?d (DELETED TEXT BRACKETED]
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occupation or profession;

(4) "eligible employee" means an employee of a participant who qualifies for 

group health benefits as determined by the participant;

(5) "employer" means the state, a municipality, a district, a collective bargaining 

unit, the board of a public corporation of the state created within a principal executive 

department, a self-employed person, or a person employing one or more persons in a business 

or industry;

(6) "fund" means the Alaska state health resources fund;

(7) "group health insurance" means coverage that may include medical care and 

treatment, dental care, eye care, and other group health coverage as determined by the authority;

(8) "health care provider" means an acupuncturist licensed under AS 08.06; a 

chiropractor licensed under AS 08.20; a dental hygienist licensed under AS 08.32; a dentist 

licensed under AS 08.36; a nurse licensed under AS 08.68; a dispensing optician licensed under 

A S  08.71; an optometrist licensed under AS 08.72; a pharmacist licensed under AS 08.80; a 

physical therapist or occupational therapist licensed under AS  08.84; a physician licensed under 

AS 08.64; a podiatrist; a psychologist and a psychological associate licensed under AS 08.86; and 

a hospital as defined in AS  18.20.130, including a govemmentally owned or operated hospital; 

and an employee of a health care provider acting within the course and scope of employment;

(9) "health care services" means services for medical or dental care or 

hospitalization, furnished for the purpose of alleviating, curing, or healing human illness, injury, 

or physical disability;

(10) "hospital" has the meaning given in AS 18.20.130;

(11) "insurer" has the meaning given in AS 21.90.900;

(12) "participant" means a person who participates in the group health insurance 

procured or provided by the authority;

(13) "reimbursement schedules" means a schedule or system that streamlines or 

results in cost efficient payments to health care providers, and includes a schedule of maximum 

allowable reimbursement for health care services;

(14) "resident" means a person who is eligible for a permanent fund dividend 

under AS 43.23.005;

(15) "state" means the executive, legislative, and judicial branches of state

CSSB 83( ) -12-
*.V»w 7V?xr Underlined [DELETED TEXT BRACKETED 1



WORK DRAFT WORK DRAFT

1 government, and includes the University of Alaska and a public corporation of the state created

2 within a principal executive department;

3 (16) "utilization standards" means a system to monitor, track, and verify patterns

4 of treatment by health care providers and to develop utilization review criteria, that assures that

5 cost efficient and cost effective care is provided within accepted medical standards without

6 reducing the quality of care.

7 * Sec. 9. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

8 Legislature by March 1, 1993, on the progress made by the authority in establishing a health care

9 provider reimbursement systems and utilization standards.

10 * Sec. 10. P H A S E D  TRANSITION PERIOD. Notwithstanding the provisions of AS 44.87, the

1.1 Alaska State Health Resources Authority shall implement the provisions of AS  44.87 on an orderly and

12 gradual basis as follows:

13 (1) by July 1, 1993, the authority shall finish collecting data required under

14 AS 44.87.060;

15 (2) by July 1, 1994, the authority shall complete the statewide health care expenditure

16 budget and reimbursement schedules described in AS 44.87.070 and 44.87.090;

17 (3) by January 1, 1995, the authority shall implement the expenditure limits established

18 under AS 44.87.070, and the reimbursement schedules and utilization standards required under

19 AS 44.87.040(1) and the uniform billing and common claims forms required under AS 44.87.040(2) shall/

20 be in operation.

21 * Sec. II. AS 44.87.080, enacted in sec. 8 of this Act, takes effect January 1, 1994.

22 * Sec. 12. AS 44.87.100, enacted in sec. 8 of this Act, takes effect January 1, 1995.

23 * Sec. 13. Except as provided in secs. 11 and 12 of this Act, this Act takes effect immediately under

24 AS 01.10.070(c).

WORK DRAFT
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1991 LEGISLATION 
POSITION PAPER 

DEPARTMENT OF ADMINISTRATION

Division Labor Relations_________________________________ Bill N u m b e r C S S B  83________________

Bill Title. Act relating to the Alaska State Health Resources Authority_______________________________

Position Statement: Explain briefly what bill di-es, its impacts and Department’s 
position, i.e., a) support, b) do not support, c) neutral or d) oppose.

W e  oppose this legislation for budgetary reasons.

This bill would establish the Alaska State Health Resources Authority as a nonprofit incorporated legal 

entity, within the Department of Administration; the authority is to be managed by nine (9) 

uncompensated directors appointed by the Governor.

The Alaska State Health Resources Authority would be charged with three (3) primary responsibilities:

1. Issuing recommendations on the effect of certificates of need (AS 18.07.071) on group insurance 

costs, effective immediately.

2. B y  July 1, 1992, implement a health care provider reimbursement system and utilization 

standard^; these are mandatory for all public employers and m a y  be voluntarily utilized by other 

employers.

3. B y  July 1, 1992, establish a voluntary health insurance pool designed to purchase or provide 

affordable health insurance.

State agencies involved in health care/health insurance are to cooperate in developing the reimbursement 

system and utilization standards, through the sharing of information. T he authority is to report its 

progress to the legislature by March 1, 1992, and annually thereafter.

While w e  support the objectives proposed in this legislation, we must oppose the bill’s proposed effective 

dates because immediate implementation will increase our F Y  92 operating budget beyond the level w e  

believe appropriate. The bill is otherwise meritorious. W e  believe the bill should be given budgetaiy sup­

port in F Y  93, along with a cost reduction justification offset.

APPROVED:

Director Bruce C u m m i n g s ___________________________ Division Labor Relations

(For more information, call Barbara Pritchett 465-2200) Rev. 01/28/91

LE G PP .F R M
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MEMORANDUM State of Alaska
TO: Senator Drue Pearce 

Chairperson

Senate Labor &  C o m m e r c e  Committee 
Alaska State Senate

THRU:

FROM: Dave WalshL—
Director

Division of Insurance 
Department of C o m m e r c e

and Economic Development

DATE: M a r c h  I. 1 9 9 1  

FILE NO.:

T E L E P H O N E  NO.: (907) 4 6 5 - 2 5 1 5  

SUBJECT: C S S B  83

W e  have reviewed the following do cume nt s and they appear to respond to the 

points and concerns noted in the February 22, 1991 Position Paper from the 
Department of C o m m e r c e  and Economic Development attached. T h e  reviewed 

documents are:

C S  for Senate Bill No. 83 (L&C) W o r k  Draft 
A m e n d m e n t  to C S S B  83 (L&C) W o r k  Draft

A m e n d m e n t  to C S S B  83 (L&C) W o r k  Draft

A m e n d m e n t  to C S S B  83 (L&C) W o r k  Draft
A m e n d m e n t  to C S S B  83 (L&C) W o r k  Draft

A m e n d m e n t  to C S S B  83 (L&C) W o r k  Draft

7-LS0305XG, Ford. 2/28/91 
7-LS0305NG. 1, Ford, 2/28/91 
7-LS0305\G.2, Ford. 2/28/91 

7-LS0305\G.3, Ford. 2/28/91 
7 LS°305\G.4. Ford. 2/28/91 

Page o Line 29. Ford, no date
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SI) 83: "An Act relating to tlio Alaska Stute Health Resources
Authority; relating to the delivery, quality, and financing 
of health care for residents of the state, and to tho 
issuance of certificates of need; and providing for an 
effective date."

This department is in favor of this legislation with the changes noted below.

S B  83 would create a Health Resources Authority in the Department of 
Administration which would become the purchasing entity or m a y  become the 
provider of health insurance coverage for state employees, municipal employees, 
school district employees and other groups electing to participate.

The department recommends the following changes to S B  83.

1. MomS.ection ji_QfiheJ;illJfiiyjî n.lJle.21î ji;xy.thfii_titlQ.

This would avoid conflict with the content and purpose of 
Title 21. Title 21 is designed for the regulation of the business of 
insurance. .Section 4, on the other hand, is designed for the 
purchase or provision of coverage. These two roles tend to be in 
conflict with each other. Further, Title 2.1 is administered and 
regulated within the Department of Co mmerce and Economic 
Development while Section 4 is an authority administered under 
the Department of Administration,

2. Eliniinate_reguluiyi7-U^«jKlL^dlUio^.U^jilyJ^yJ'JLoJQlviiio.i.L.of 
Insurance.

The regulation of one agency in the executive branch by another 
agency in the executive branch is not workable. The potential for 
interagency squabbles is substantially increased and other 
conditions beyond the regulatory scheme m a y  control and 
prevail. This arises if the authority elects to become a direct 
provider of coverage. To a large extent, that should be part of 
the responsibility of the authority Board of Directors.

3. Prpv.idoTorJ^giakUYejyiersightji>Lany_moieAo4n^m£r

If the authority elects to become n direct provider of coverage, it 
basical’y enters an area that has been a subject for private 
enterprise. Such a move must, therefore, be subject to a process 
that assures that conditions warrant such a move. This should 
he done only after appropriate hearings on the specific move and 
the legislature has luul an opportunity to review the proposal.



POSITION PAPER - SH Htf
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/i. Expand..the repyr.t..jtc.uiniunLiiL-Uo^_4JIuJududiLjmiplfluita 
againwl the. aulhority. «s_anjjlymewy yovyie-W..

Tho fiscal activities of the authority aro a reasonable measure of 
Ihe financial activities and rate activities of the authority. A n  
equally important activity is one that denis with ho w the 
authority treats those it serves. Complaints are one measure of 
n firm's success in its relations with the public. It should also 
serve to let the authority and the Legislature know how the 
public perceives the authority and the coverage it provides.

5. Change_.tbe_c.o3.fibyAie.Ut_aiudysis_i.y_Jn0jJiiiifiLj^ilJiyjii_JLk£»JJi 
triannuul

A  greater frequency of cost-benefil onulysis is desirable. A  
two-yerr period would assure that each Legislature has an 
opportunity to see and review such information. The three-year 
approach would skip every other Legislature.

Date:______ ^2 J. 3- ? /

GAO/DK/dgl8929D
022291b
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»EPARTM E1VT OF COM M ERCE &  

ECONOM IC D EV ELOPM ENT
OFFICE OF THE COMMISSIONER

FEB 2 5.1991
WALTER J. HICKEL, GOVERNOR

P. 0 .  B O X  D
J U N E A U , A L A S K A  9 9 8 1 1 - 0 8 0 0  
P H O N E :  ( 9 0 7 )  4 0 5 - 2 5 0 0

February 25, 1991

Honorable Drue Pearce 
Alaska State Senate 
P.O. Box V 
Juneau, AK 99811

Dear Senator Pearce:

Please accept this letter as a formal retraction of the position 
paper on SB 83 dated 2/19/91. The most current position paper, 
dated 2/22/91, is attached.

The original bill analysis was not affected.

Please excuse our ignorance on this procedure. If the Depart­
ment of Commerce and Economic Development can be of any assis­
tance to you in the future, please do not hesitate to ask.

Sincerely,

Special Assistant

LG/wfd4188W-l
•22591a
Enclosure
cc: Senator Jim Duncan
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S B  8 3 : " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  S t a t e  H e a l t h  R e s o u r c e s  
A u t h o r i t y ;  r e l a t i n g  t o  t h e  d e l i v e r y ,  q u a l i t y ,  a n d  f i n a n c i n g  
o f  h e a l t h  c a r e  f o r  r e s i d e n t s  o f  t h e  s t a t e ,  a n d  t o  t h e  
i s s u a n c e  o f  c e r t i f i c a t e s  o f  n e e d ;  a n d  p r o v i d i n g  f o r  
e f f e c t i v e  d a t e . "

a n

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

S B  8 3  w o u l d  c r e a t e  a  H e a l t h  R e s o u r c e s  A u t h o r i t y  i n  t h e  D e p a r t m e n t  o f  
A d m i n i s t r a t i o n  w h i c h  w o u l d  b e c o m e  t h e  p u r c h a s i n g  e n t i t y  o r  m a y  b e c o m e  t h e  
p r o v i d e r  o f  h e a l t h  i n s u r a n c e  c o v e r a g e  f o r  s t a t e  e m p l o y e e s ,  m u n i c i p a l  e m p l o y e e s ,  
s c h o o l  d i s t r i c t  e m p l o y e e s  a n d  o t h e r  g r o u p s  e l e c t i n g  t o  p a r t i c i p a t e .

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

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

M o v e  A S  2 1  p r o v i s i o n s  t o  a n o t h e r  t i t l e .

E x p a n d  t h e  r e p o r t  r e q u i r e d  i n  p a g e  4  t o  i n c l u d e  c o m p l a i n t s  a s  a n  
e l e m e n t  f o r  r e v i e w .

C h a n g e  t h e  c o s t - b e n e f i t  a n a l y s i s  t o  b i a n n u a l  r a t h e r  t h a n  
t r i a n n u a l .

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

E l i m i n a t e  r e g u l a t o r y  o v e r s i g h t  o f  t h e  A u t h o r i t y  b y  t h e  D i v i s i o n  o f  
I n s u r a n c e .

G l e q n  A .  O l d s ,  C o m m i s s i o n e r  

D a t e :  /  f — f /
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H e a l t h  A c c e s s  &  C o s t  C o n t a i n m e n t  C o u n c i l

POSITION P A P E R  

in re: SB 83 

by

Joint Health Access and Cost Containment Council 

Alaska Hospital &  Nursing H o m e  Association 

Alaska Hospital Council 

Alaska State Medical Association

W e  do not support Senate Bill 83, and would like to layout the reasons for our opposition in a joint 

response by our three organizations, representing Alaska’s hospitals, nursing homes and physi­

cians. Our comments concern both the Health Care Cost Containment Task Force Report (or, 

H C C C  Report) to the 17th Legislature, and its outgrowth legislation, SB 83.

W e  share a deep concern about the crisis of the uninsured and the increasing costs of health care. 

W e  have formed a working group to deal with the issues, the Joint Health Access and Cost 

Containment Council. Health care providers represented by this Council are committed to help 

solve the problem of ensuring access to health care for all Alaskans; we are equally committed to 

help find ways to contain health care costs and maximize effectiveness of health care dollars. In our 

judgment, SB 83 does not adequately address either of these bioad commitments.

Before we comment on Senate Bill 83, we must first review the Health Care Cost Containment Task 

Force Report of February 1991 on which SB 83 is based. The report’s major contentions are that 

Alaska health care costs are skyrocketing, and will be almost $10 billion by the year 2000; and that, 

the cause of this inflation is provider charges. SB 83 consequently proposes a reduction of those 

charges as the primary method of controlling health care expenditures. It also proposes, without 

saying how, to establish utilization standards to reduce the volume of services.

I The H C C C  Report is so poorly done that it is difficult to critique without redoing all the work. 

Throughout the report, statements are made without adequate data, sources are not referenced, 

the method selected for multiple data “adjustments” is not specified, the questionnaires used and 

the response rates are not shown. The report has an obvious slant, driven by alarmist costs for the 

year 2000, extrapolated from scanty data using unstated statistical methodology. Since these pro­

jections are central to the H C C C  Report's conclusions, it is imperative that the methodology used by 

fully revealed a n d  completely justified.

Alaska Hospital Council • Alaska Hospitals & Nursing Homes Association • Alaska Stale Medical Associaton 
4107 Laurel S lrce l, Anchorage, A laska 99508 (907)562-2662  ■ F A X  (907) 561-2063



The projections seem to h;ive been made by taking the rate ol increase from a single year — 1979- 

8 0 - and projecting forward for 20 years of compounded increases. I lowever, the rate of increase 

on which the projections are based is in marked disagreement with the health care cost inflation rate 

given by the U.S. Bureau of Labor Statistics in the Consumer Price Index (CPI) for 1985-89. (See 

attached). These CPI figures actually show that the rate of increase in Anchorage is approximately 

one-half that shown in the Task Force’s Report. It also shows that Alaska’s rate is in line with the 

rate of medical inflation nationwide. In fact, as the C P I  shows, Alaska's rates in the recent past have 

increased m o r e  slowly Ilian U.S. rates.

The report fails to address other Alaska-specific factors impinging on cost increases. For example, 

during the 1970’s and 1980’s Alaska medicine was intent on catching up with the rest of the country 

in order to create the medical and technological infrastructure already in place elsewhere in the 

United States. In response to strong public demand, the health care community built coronary and 

in tensive care units, developed an adequate emergency medical.services and transport system, built 

newborn and pediatric intensive care units, acquired C T  scanners and so on. Further the state 

greatly expanded the Pioneer H o m e  system, nursing homes and schools, public health nursing and 

village aide programs; and thereby created increased expectations in rural and bush Alaska for high | 

j quality local services. These represented huge capital outlays and have clearly driven the costs of j 

medical care upwards in Alaska.

Had these expenditures not been made, Alaskans would now be complaining loudly that our 

medical system is backward and inadequate, and that we need to spend the money immediately to 

improve it. The m o n e y  was spent, a n d  it should have been spent-Alaska w a s  a medically underdevel­

oped territory. These expenditures severely ske w  the Alaska cost increase curve. The skewing is not 

automatically bad-it’s just a reality of what it costs to cease being a medical backwater of Seattle. 

As the CPI figures show, now that we have made our initial investment, our rate of cost increases 

has slowed to keep step with the rest of the nation.

One of the most significant developments in health care insurance costs in Alaska is almost 

completely ignored by the H C C C  Report; namely, that $20 million was saved in 1990-91 for state 

employee health insurance expenditures without any legislation at all and without the development 

of a huge state bureaucracy. During this period, some common modes of controlling costs were 

instituted: pre-admission review, effective case management and some increase in employee 

financial participation. Yet the report fails to take this decrease into account in making its alarmist 

extrapolations about state employee health costs in the year 2000. In fact, if we use the report’s 

simplistic projection model, and take the veiy latest percentage change in rates, then project it 

linearly forward to 2000, we find predicted health care costs for 2 0 0 0 lower than those of 1990! A n  

unlikely event, but the result of simplistic statistical modeling.

The H C C C  Report only gives lip service to other factors impinging on health care cost increases, 

even though these overshadow by far the effect of provider charges. Some of these other factors 

include: ever-growing social expectations -- and patient demands - for the full use of every resource 

on every problem, coupled with capital-intensive technological breakthroughs; professional liabil­

ity and defensive medicine issues; the huge resources spent to preserve life b o m  too soon and to put 

off death for the mortally ill; and the unanticipated and massive health care expenditures resulting 

from the AIDS, violence and cocaine epidemics. These are all given only perfunctory attention, 

even though we providers see these as the real drivers of health care costs increases.
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Purported to he a response to the problems identified in the H C C C  Report, SB 83 does not 

meaningfully address the problem the Task Force identified as highest priority: the paramount 

question of access to care for the uninsured and underinsured. This is surprising, since the IICCC 

Report claims growth in this group from 40,000 to 90,000 in the last few years. And furthermore, 

publicity about SB 83 implies that the bill addresses this problem. In fact, SB 83 specifies neither 

how nor when this group will have health insurance, only that the problem will be addressed after 

July 1,1992.

Despitthe report’s stated interest in reducing cost shifting, SB 83 will actually exacerbate the 

problem. It will further erode access and quality of care by further jeopardizing the economic 

viability of Alaska’s rural hospitals. Already, many of these hospitals are serving a small number 

of patients, and barely make ends meet. Rural physicians depend on the existence of rural hospitals 

and nursing homes for a substantial part of their practice activity. Every patient without insurance 

generates costs for the hospitals and physicians, which are either included in charges to other 

patients who can pay, or are taken as losses by the hospitals and physicians.

The pool of employees covered under SB 83’s Health Resources Authority (HRA) would be the 

last major group which can help bear the costs of care for the uninsured. Medicaid a n d  Medicare 

reimbursement already is at or below real cost. If the H R A  lowers the rate it pays for care of its 

beneficiaries, the costs for taking care of the uninsured cannot \e passed along toothers, nor made 

to vanish. The costs will be there, and will increase the losses taken by the hospitals, and by the 

physicians. The losses will reduce the margin of free care which health care providers will be able 

to provide to those with no resources, or even tip the fragile balance of financial viability of small 

hospitals and their physicians. These obviously make the problem of access even worse.

The H C C C  Report’s reference to the importance of controlling the costs of defensive medicine is 

ignored in SB 83. There is nothing in the way of tort reform, or any other solution. Some individual 

physicians are paying more than $100,000 a year for professional liability insurance. A  family 

practitioner who agrees to deliver babies may pay more than $1000 per baby delivered for the 

obstetrical portion of his/her malpractice insurance. Some authorities estimate that the cost of 

medical care is inflated by as much as one-third by defensive medicine, which is further encouraged 

with each huge judgement or settlement. A n d  the spiral of medical costs continues upwards.

The heart of SB 83 is fixing provider charges and establishing “utilization standards.” Careful 

historical analysis of the establishment of fee schedules reveals almost nothing but failures. The 

establishment of fee ceilings invariably results in further inflationary pressures, as the ceiling 

automatically becomes the new “floor” which all providers will automatically charge, even those 

whose charges were originally lower than the ceiling. W e  have cited source articles in our 

bibliography. The establishment, maintenance and periodic revision of a fee schedule is a complex 

and costly undertaking, requiring a sizeable bureaucracy.

Our experience with fee schedules has been unpleasant. Fee schedules under other programs, 

which at first appeared fair, and based on fair market rates, increasingly have become provider’s- 

cost-based, and then payor’s-budget-based, and so paper-laden, complicated and slow that no 

payment is sometimes better than the costs of collection. Fee schedules exacerbate access to care 

because some providers choose not to participate.
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Wiiat would the establishment and implementation of utilization standards really mean? First, 

there currently arc no generally accepted standards -- medicine is not art exact science. Some work 

has begun in this area, but it is early and largely untested. Second, assuming that such standards 

can be developed, then a bureaucracy must be established and hired to implement and enforce 

them. Due process for beneficiaries and providers must be developed and maintained. A  large 

professional and paralegal bureaucracy will have to be established, which will likely cost more to 

sustain than whatever minimal savings may be realized

Finally, SB 83 creates a government-run insurance bureau, whether or not the state actually gets 

into the direct insurance business of receiving premiums, reviewing claims, and making payments.

In short, SB 83 certainly will create a large bureaucracy and in our opinion is unlikely to reduce the 

cost of medical care in Alaska at all.

Health care providers in Alaska oppose SB 83. So what do we support?

f First, and foremost, we support and pledge to continue our participation in the 

establishment of a coherent health policy for Alaska. This must address access 

to health care as one of the basics. It must set goals for health status and spell 

out the skeleton of a health care system to which federal, state, and local 

government programs, as well as private health care providers can contribute.

H o w  can we know whether we have succeeded if we don’t know where we are 

trying to go?

* Secondly, we support a high quality analysis of the Alaska health care system, 

using standardized methodology and uniform medical data. The discrepancies 

between the H C C C  Task Force Report and our analysis must be resolved prior 

to the adoption of any legislation enacting changes.

* Third, we support watchful analysis and thoughtful observation of other state 

and federal proposed solutions to the problem of providing health care to all 

Americans at reasonable cost. W e  are a small state and can ill-afford to be out 

“on point” when larger states with more resources have been unable as yet to 

demonstrate a successful solution.

* Fourth, we support continued implementation of those cost-saving measures 

which have been demonstrated to reduce cost without increased regulation or 

the creation of state bureaucracies - measures such as those which have already 

reduced the increase in health care insurance costs for state employees by $20 

million in F Y  1990 and frozen them in place for F Y  1991.

* Fifth, we support immediate and concrete measures to deal with Alaska’s 

uninsured that could include the establishment of basic medical benefits pack­

ages, mandated risk pooling for currently uninsurable individuals, and state 

subsidies of premiums for certain individuals.

4



And finally, we support a mechanism that provides a forum for cooperation, 

dialogue and consensus among all levels of government, business, the uninsured, 

providers, Natives, and the generai public.

For all of the reasons cited in previous pages, the Joint Health Access and Cost Containment 

Council and its constituent organizations representing Alaska’s hospitals, nursing homes and 

physicians, respectfully request that the legislature not pass Senate Bill 83. W e  stand willing and 

ready to assist in whatever way we can with a thoughtful, careful analysis of Alaska’s health needs 

and its current health system. W e  believe that the broadest base of agreement possible is the place 

to start, and that sound public policy will more certainly follow if we agree where we are trying to 

80-

Respectfully submitted on behalf of the Joint Health Access and Cost Containment Council, 

April 12,1991
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Health Cost Containment Task Force Exhibit

Source - Noble Lowndes

This exhibit demonstrates the rise in health care spending in Alaska from 1980 through the year 

2000.

Total Alaska Health Care Exp.

510,001,000,000.00 

$9,001,000,000.00 

$8,001,000,000.00 

$7,001,000,000.00 

$6,001,000,000.00 

$5,001,000,000.00 

$4,001,000,000.00 

$3,001,000,000.00 

$2,001,000,000.00 

$1,001,000,000.00 

$1,000,000.00

B  Illustrates total health care expenditures in Alaska

1980 =  $576. million, 1985 = $852. million. 1990 = $1,608 billion 

1995 =  $4.0 billion*, 2000 =  $10.0 billion*

□ Illustrates health care spending by the State

1980 = $75. million, 1985 =  $175. million. 1990 = $350 million 

1995 = $1,068 billion*, 2000 = $3.26 billion*

o Revised to reflect corrected rate of increase

* estimate
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T e s t i m o n y  o n  SB83 
O l i v e r  M. I C o r s h i n ,  M .D .  

A p r i l  i o ,  1992

Senator Sturgelewski a n d  committee m e m b e r s ,  thank y o u  very m u c h  

for the opportunity to testify on S1383 o n  behaif of the Alaska State Medical 

Association. M y  n a m e  is Oliver Korshin. I a m  board certified in both pre­

ventive medicine a n d  ophthalmology. I spent a career in the federal g o v ­

ernment administering various health p r o g r a m s  before entering private 

practice here in A n c h o r a g e  in 1985. I a m  a m e m b e r  of the doctors' and 

hospitals' joint council that has developed C H I P R A ,  a truly c o m p r e h e n ­

sive health care reform bill, o n  w h i c h  y o u  have already heard testimony.

It is m y  organization's firm position that the e n o r m o u s  complexity of 

the health care crisis d e m a n d s  swee pi ng reform, such as C H I P R A ,  a n d  not 

quick fixes, like SB83. S B 8 3  caters to the resentment a n d  frustration 

everyone feels about the costs of health care, but it contains radical, on e ­

dimensional solutions w h i c h  are untested. If it is enacted, it will only exac­

erbate the problem.

Senator D u n c a n  persists in referring to S B 83 as comprehensive, but it 

is n o  such tiling. Purely a n d  simply, it is a price control bill that w o u l d  fix 

prices for an  entire free-market s e g m e n t  of Alaska's e c o n o m y  without a d ­

dressing other, crucial aspects of the health care crisis. R e a d  SB83 

carefully a n d  note: nothing in SB83 is m a n d a t e d  except price controls, data 

collection a n d  the establishment of expenditure limits. These portions of 

the bill are to be i m p l e m e n t e d  according to a timetable, but the pro­

curement of insurance for those 90,000 Alaskans outside the health care 

system is optional, a n d  will very likely never c o m e  to pass. Controlling



the health care crisis by addressing only reimbursements to providers is 

like solving a housing crisis by  legislating that n e w  h o m e s  shall sell for 

only I /3 of their current prices. F e w  h o m e s  w o u l d  be built after 

enactment of such a law. T h e  housing crisis w o u l d  n o  d o u b t  deepen.

Senator D u n c a n  represents S B 8 3  as the e m b o d i m e n t  of the legislative 

Ta sk Force's "final recommendations/' but this is not true. A l th o u g h  I 

think the task force failed to grapple with several critical health care issues, 

[personal responsibility, preventive care] its report w a s  thorough. Its rec­

o m m e n d a t i o n s  indeed included the concepts of global budgeting and 

establishment of provider re im bu rs em en t schedules, a n d  these are duti­

fully written into SB83, but it also h a d  strong r e c o m m e n d a t i o n s  in the 

areas of general health insurance reform, small g r o u p  health insurance 

market reform, malpractice reform, a n d  access. Thes e are all basic 

elements in an y meaningful health care reform. But w h e r e  are these 

concepts in SB83? T h e y  are either absent or optional.

A n d ,  incidentally, I a m  puzzled b y  use of the w o r d  "final" as in 

"final recommendations." I'm u n d e r  the impression that the T a s k  Force 

has not yet finished its w o r k  a n d  will be meeting again in June.

N o t  only does this bill fail to address the real causes of increasing 

health care costs, but its centerpiece, global budgeting, is seriously flawed 

in its proposed implementation.

First, let m e  talk about global budgeting in the abstract. If y o u  enact 

SB83, Alaska will be the first to try it in this country. N o  other state has 

global budgeting of health care or has set expenditure limits for the totality

SB 83 Testimony, O. Korshin, April 10,1992, p. 2



of health services delivered within its borders, nor is an y state contemplat­

ing it. There are several g o o d  reasons for this.

Global budgeting is a meaningful concept only w h e r e  the authority 

m a k i n g  the budget a n d  setting the limits also pays all the costs. Thus, a 

single program, such as Medicare, can set a global budget (it hasn't yet).

So can a socialized medical system, such as the Ca nadi an one, w h e r e  the 

g o v e r n m e n t  is the sole payor.

In a pluralistic system like ours, even just identifying the totality of 

expenditures in the health sector is almost impossible. A n d ,  if you've re­

ally identified it, h o w  d o  y o u  pick a limit? 5 %  m o r e  than last year? 2 0 %  

less? W h o  m a k e s  that decision? After all, w h a t  gets paid for a n d  h o w  

m u c h  is paid will have prof ou nd effects o n  the practice of medicine in the 

state, o n  the availability of providers a n d  technology, etc.

U n d e r  S B 8 3  the health resources authority decides, a n d  so m u s t  bear 

all responsibility for the consequences, since the future success or failure, 

or g r o w t h  or shrinkage, of health care services a n d  costs will n o  longer be 

a m a rk et p h e n o m e n o n ,  but a result of the authority's central planning a n d  

control of the entire health care system. W e  all k n o w  the fate of centrally 

planned economies... T h e  greatest experiment in centralized planning in 

the history of the planent collapsed u n d e r  its o w n  weight last year, a n d  the 

republics of the former Soviet U n i o n  are struggling to reintroduce market 

forces a n d  privatization into their society, including into their sclerotic, 

l o w  quality, inefficient (but inexpensive) health care system even as the 

Alaska legislature debates doing just the opposite.

SB 83 Testimony, O. Korshin, April 10,1992, p. 3



Besides, global budgeting cannot w o r k  fairly w h e n  the entity m a k i n g  

the b u d g et  does not p a y  all the costs of the system, or pays only a small 

portion. S B 8 3  calls for control of all health expenditures in the state of 

Alaska. I T o w  can it control the costs of the substantial federal health p r o ­

g r a m s  in the state, such as Medicare, the V A ,  the military, a n d  Native 

Health Service, over w h i c h  it has n o  jurisdiction? It cannot. It does not 

even propose seeking waivers f r o m  the fedewral g o v e r n m e n t  to d o  so. 

H o w  can it control the costs of out-of-state care delivered to, a n d  paid for 

b y  Alaskans? It cannot. These sources of care cumulatively account for at 

least a quarter of total annual health expenditures in Alaska.

A n d  S B 8 3  m u s t  receive a failing grade for its global accounting be­

cause it ignores substantial expenditures in a d d i n g  u p  the state's total 

health care tab. T h e  Authority confines itself principally to Senator 

Du nc an's real targets: hospitals a n d  physicians. Just for starters, the bill 

omits the following important categories of health expenditures:

• First a n d  foremost, the costs of the gargantuan Alaska State Health 

Resources Authority, but y o u  will be obligated to appropriate funds 

for it every year.

« T h e  profits a n d  overhead expenses of health insurance companies.

• All public health programs.

• L a n d  acquisition, facilities construction a n d  mortgage costs or their 

equivalent for federal a n d  state facilities. For example, the $120 

million that will be spent for a n e w  Native Medical Center will not
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appear in their annual operating budget, ever. But private sector 

cost figures d o  include these big-ticket items.

• R e i m b u r s e m e n t s  (at the outset) to dentists, dental hygienists, chi­

ropractors, naturopaths, physical therapists, occupational therapists, 

psychologists, private-duty nurses, nurse practitioners, nurse m i d ­

wives, physicians assistants, podiatrists, optometrists, opticians, 

acupuncturists, naturopaths, homeopaths, etc. If y o u  don't include 

t h e m  at the outset, it's not global; if y o u  d o  include them, it's a 

bureaucratic nightmare to i m p l e m e n t  w h a t  the bill d e m a n d s .

N o w  for the m o m e n t ,  let's a s s u m e  that the health resources author­

ity by  s o m e  miracle identifies these costs a n d  sets expenditure limits in 

each category. It still treats the private sector unfairly c o m p a r e d  to the 

public sector. S B 8 3  w o u l d  regulate the in co me s of only those providers in 

the private sector, a n d  w o u l d  d o  nothing to regulate the cost of the public 

sector doctors or hospitals. For global budgeting to h a v e  a n y  meaning, all 

providers m u s t  h a v e  their reimbursements subject to the s a m e  degree of 

control, whether b y  restricting fees, reducing salaries or eliminating posi­

tions. T o  single out only reimbursements for fee-based private-sector 

providers a n d  ignore the public sector is not only de ny in g the former 

equal protection of the law, but effectively scuttles the w h o l e  global b u d ­

geting concept. T h e  private sector w o u l d  be held hostage to the ineffi­

ciencies a n d  spending habits of the public sector, since the target expendi­

ture limits are bar^d o n  the total of both sectors.

H o w  about the rate-setting portion of SB83? W h a t  has been the ex­

perience with rate-setting elsewhere in the country, or within pr og ra ms
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such as Medicare? W h a t  ha ve been its effects o n  the availability of 

providers a n d  access to care? I m e a n  m u c h  simpler rate-setting, not tied to 

a global expenditure ceiling as in SB83.

In N e w  York, the physical plants a n d  capital e q u i p m e n t  of hospitals 

have been eroded; the level of care they provide is being jeopardized. In 

Massachusetts, while costs ha ve been kept d o w n ,  access has b e c o m e  a 

p r o b l e m  as physicians h a v e  left the state or have retired early rather than 

deal with the constraints placed o n  medical practice b y  the state. M a n y  

say they can n o  longer afford to practice because of unrealistic reimburse­

m e n t  levels a n d  a physician shortage n o w  exists. In Connecticut, proposed 

rate setting precipitated a vigorous hospital lobbying c a m p a i g n  that 

resulted in a hefty rate increase. Wisconsin tried hospital rate setting 

starting in 1983, but abolished its commission in 1987, because it w a s  inef­

fective a n d  because individual legislators w e r e  constantly introducing ex­

ceptions for hospitals in their o w n  districts! A n d  W a s h i n g t o n  state, having 

experimented with hospital rate-setting in the early 1980's, abolished its 

rate-setting co m m i s s i o n  in 1987, also because it w a s  ineffective.

In Alaska, w h i c h  already has difficulty attracting a n d  retaining 

physicians, rate-setting will probably cause m a n y  early retirements a n d  

discourage the recruitment of n e w  physicians. This will be  particularly 

crippling outside of A n c h o r a g e  a n d  Fairbanks. C o m m u n i t y  hospitals n o w  

o n  the brink will h a v e  to close their doors

W h y  are physicians so vigorously o p p o s e d  to Alaska's government, 

or a n y  government, for that matter, b e c o m i ng  involved in setting our fees? 

Well, it has to d o  with a shared experience w e  all ha ve h a d  with Medicare,



the ultimate health care Big Brother in this country. It h a d  m a d e  us pr o ­

foundly distrustful of an y government's ability or willingness or promise 

to regulate fees equitably. W e  h a v e  seen h o w  a p r o g r a m  driven only b y  

budgetary considerations has adversely affected the practice of medicine.

This is a very hot topic in our profession right n o w ,  a n d  I'd like to 

give y o u  s o m e  history so y o u  can understand w h e r e  physicians are 

c o m i n g  fr o m  on  this issue a n d  w h y .  Beginning in 1986, H a r v a r d  Medical 

School, un de r a grant fr om Medicare, developed a n e w  m e t h o d o l o g y  for 

reimbursing physicians for their services, called the resource based relative 

value system or R B R V S ,  w h i c h  also h a p p e n s  to be the m e t h o d o l o g y  SB 83 

proposes. For the last 40 years physicians w e r e  paid o n  the so-called 

usual, customary a n d  reasonable system, or U C R ,  based o n  historical 

charges in geographic localities. T h e  U C R  system favored procedure- 

based, surgically-oriented practices. U n d e r  U C R  Medicare w a s  paying, o n  

the average, about 40tf o n  the dollar through 1991.

R B R V S  seeks to m a k e  p a y m e n t  for services m o r e  fair b y  considering 

the work, overhead a n d  malpractice c o m p o n e n t s  that g o  into producing 

each service. T h e  various c o m p o n e n t s  a d d  u p  to a total relative value unit 

figure for a service, w h i c h  is multiplied b y  a standard dollar value per 

unit. So, for example, if a service a d d s  u p  to 1.5 R V U ' s  a n d  the conversion 

unit for the system is $80.00, the charge w o r k s  out to 1.5 x $80.00, or 

$120.00.

A t  a n y  rate, R B R V S  held out the promise of m o r e  equitable re im­

bursements for physicians, b y  paying m o r e  for services that u s e d  "brains," 

(so-called "cognitive" services) a n d  b y  paying less for those that u s e d
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" b r a w n "  (i.e., surgical procedures). R B R V S  split the profession along a 

medicine-surgery fault line, since R B R V S  w o u l d  a u g m e n t  the earnings of 

family practitioners, internists a n d  other non-surgical specialties, while 

surgeons w o u l d  be economically hurt. Nonetheless, after Ha rv ar d d e ­

veloped R B R V S ,  the A M A  formally endorsed a n d  supported it along with 

a n u m b e r  of physician specialty groups. T h e y  w o r k e d  closely with 

Medicare in developing n e w  procedure codes for the system.

But in June, 1991, six m o n t h s  before R B R V S  w a s  to go into effec*-, 

Medicare published its rules in the Federal Register. It h a d  a d d e d  so m a n y  

n e w  variables, caveats, exemptions, disclaimers a n d  exceptions that w e r e  

not part of the H a r v a r d  study, a n d  h a d  not e v en been discussed, a n d  h a d  

also set the dollar conversion factor so low, that those w h o  h a d  predicted 

they w o u l d  be  paid a little less w e r e  paid m u c h  less, a n d  those w h o  

thought they'd be paid more, a n d  w h o  h a d  ardently supported R B R V S ,  

w e r e  also paid less. Everyone lost. Physician specialties w h i c h  h a d  be en 

previously split united in a firestorm of protest over w h a t  they all s a w  as a 

betrayal, generating 95,000 letters to Congress in a 60-day period.

Me dicare backed d o w n  a bit, but w h e n  R B R V S  took effect o n  

January 1 of this year, physicians f o u n d  reimbursement levels for s o m e  

Medicare services w e r e  set so l o w  u n d e r  R B R V S  that they literally d o  not 

m e e t  the costs of providing the service. That m i g h t  be O K ,  if Medicare 

w e r e  a p r o g r a m  for the indigent, but it is not: it covers the poor a n d  mil­

lionaires alike, a n d  physicians cannot charge m o r e  than the Medicare rates 

to a n y  beneficiary— b y  law. A n d  n o w  Medicare reimbursement rates 

average only about 3 4 0  o n  the dollar. That is w h a t  providers m e a n  w h e n  

they say that Medicare is not payi ng its share.
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