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SB 83 AMENDMENTS

1) Have  sm all  b u s in e s s e s  come o n l in e  a t  same t im e  as state  & 3
MUNIS.

2) Req uir e  o u tly in g  areas  to be brought o n l in e  a t  a date c e r t a in
IN THE F U T U R E . ~

3) Pg 5 LN 31 CHANGE [ and]  to or .

4) Pg 9 ln 19 -  21 change to require  a p p r o v a l .

5) Pg 5 sec ( b ) (2) add a d d it io n a l  c r it e r ia  to rate and
UTILIZATION STANDARDS.

6) Pg 5 ln 12 delete  [ cost]  in s e r t  charges .



Page 5, alter line 14:
Insert new subsections to read:

"( ) Analyze the . iaska population that is uninsured or 
underinsured for health care."

"( ) Provide recommendations to the Legislature no later than 
February 15, 1992, for a systematic approach or plan with 
alternatives including liabilities and financing alternatives that 
may be considered to assure access to affordable quality health for 
all Alaskans, and report on annually on its progress."

"( ) Provide recommendations to the Legislature no later than 
February 15, 1993, for the design of a program with alternatives 
including liability and financing alterative to provide health care 
insurance to Alaska residents who:

(a) are not covered by health insurance, and
(b) have been refused health insurance coverage by two or

more health insurance carriers in the last twelve 
months, or

(c) have been deemed uninsurable for health coverage, or
(d) are unable to pay for basic health care protection and do

not qualify for any other health care protection program 
or plan.

Change "employer" in the definitions to "Public Employer" and write 
a definition for "Private Employer" as all other.
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AMENDMENT

CSSB-83 AMENDMENT SERIES ill

(placement from CSSB 83L&C)

PAGE 3 LINE 29

REPLACE

(b) THE AUTHORITY SHALL BY JULY 1, 1992, CREATE AND BEGIN 
A PHASED IMPLEMENTATION OF STATEWIDE GEOGRAPHIC SPECIFIC 
HEALTH CARE PROVIDER REIMBURSEMENT SYSTEMS.AND UTILIZATION 
STANDARDS.
NO LATER THAN DECEMBER 31,1993 THE AUTHORITY SHALL HAVE 
OPERATIONAL REIMBURSEMENT SYSTEMS AND UTILIZATION 
STANDARDS FOR HEALTH PROCEDURES PERFORMED WITHIN THE 
BOUNDARIES OF AN INCORPORATED MUNICIPALITY OR BOROUGH WITH 
A POPULATION BASE IN EXCESS OF 20,000 AS DETERMINED BY THE 
1990 US CENSUS REPORT.

Ali reimbursement schedules and utilization standards considered 
necessary by the authority shall be operational by June 30, 1995. 
THE AUTHORITY SHALL ESTABLISH THE REIMBURSEMENT 
SYSTEM AND UTILIZATION STANDARDS PROSPECTIVELY, UTILIZING 
THE THE MOST ACCURATE INFORMATION AVAILABLE TO THE 
AUTHORITY USING DEFINED RELIABLE COMPONENTS, THE DEFINED 
COMPONENTS FOR THE REIMBURSEMENT SYSTEM SHALL INCLUDE BUT 
ARE NOT LIMITED TO:
1 .EFFORT AND TIME BY PROVIDER(E&T),
2.FACILITIES AND PRACTICE EXPENSE(FPE),
3.PROFESSIONAL LIABILITY INSURANCE (PLI),
4.GEOGRAPHIC MODIFIER (GEO),
5.AVAILABILITY OF SERVICES MODIFIER (ASM),
6.UNCOMPENSATED CARE NET COST(UCNC).
7.ACTUAL PROVIDER COST AS OF JANUARY 1 1991(APC):

THE AUTHORITY SHALL FURTHER DEFINE THE COMPONENTS AND 
ASSIGN RELATIVE WEIGHTING TO EACH COMPONENT x  
THE AUTHORITY WILL PUBLISH NO LATER THAN JULY 1,199^AND 
UPDATE ANNUALLY A GUIDE FOR HEALTH CARE PROVIDERS, INSURERS 
AND PARTICIPANTS THAT DESCRIBES THE SCHEDULES AND 
STANDARDS SYSTEMS ALONG WITH AN EXPLANATION OF HOW TO 
UTILIZE THE SCHEDULES AND STANDARDS
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All Providers and claims payor shall use these health care provider 
reimbursement schedules and utilization standards when billing for 
services provided to public employers or public employees and private 
employers may elect to use these schedules and standards by application 
to the authority.

THE AUTHORITY AS SOON AS FEASIBLE, SHALL ESTABLISH HEALTH 
CARE QUALITY.UTILIZATION, PROVIDER COST/ BILLING INFORMATION 
AND DATA COLLECTION PARAMETERS INCLUDING REPORTING 
PROCEDURES, IN COOPERATION WITH REPRESENTATIVES OF THE 
HEALTH CARE PROVIDER AND INSURANCE COMMUNITY, ONCE 
ESTABLISHED ALL HEALTH CARE PROVIDERS AND INSURERS 
OPERATING IN THE STATE SHALL COMPLY WITH THE HEALTH CARE 
INFORMATION AND DATA REPORTING PROCEDURES.

REPLACETRO CURE OR PROVIDE" WITH:

REPLACE SEC44.87.060 PROCUREMENT OF INSURANCE

(a) THE AUTHORITY MAY AFTER JULY 1,1992 BEGIN THE 
PROCUREMENT OF A COMPREHENSIVE GROUP HEALTH INSURANCE 
PROGRAM FOR INDIVIDUALS, GROUPS OF INDIVIDUALS OR EMPLOYERS 
THAT THE AUTHORITY DETERMINES DO NOT HAVE HEALTH INSURANCE 
OR FOR WHOM HEALTH INSURANCE COULD BE MORE COST FFp f iT IVF IF 
PROCURED BY THE AUTHORITY. THE AUTHORITY MAY ALSCSffE/TTTr™1 
INSURANCE TO EM^LQYERS WHO ELECT TO PARTICIPATE IN THE GROUP 

' HEALTH IN S U R A N C E ^^H ffiB Y  THE AUTHORITY; EMPLOYER GROUP 
HEALTH INSURANCE MAY INCLUDE COVERAGE FOR ELIGIBLE EMPLOYEES 
AND DEPENDENTS;
THE AUTHORITY MAY NOT PROVIDE OR ACT AS A SELF INSURING 
ENTITY UNTIL THERE IS SUBMITED A REQUEST FOR PROPOSAL TO 
LICENSED HEALTH INSURANCE CARRIERS IN THE STATE THAT ARE 
DEEMED BY THE AUTHORITY QUALIFIED TO PROVIDE THE DESIRED 
BENEFITS AND MEET THE SPECIFICATIONS OUTLINED IN THE REQUEST 
FOR PROPOSAL



IF AFTER AND ONLY AFTER THIS REQUEST FOR PROPOSAL PROCESS 
HAS BEEN COMPLETED THE AUTHORITY DETERMINES THAT THE DESIRED 
COVERAGES OR BENEFITS ARE NOT REDLY AVAILABLE AND OR THE 
AUTHORITY CAN PROVIDE THE DESIRED COVERAGES AND BENEFITS AT 
A LOWER COST PER ELIGIBLE PERSON.CAN THE AUTHORITY SUBMIT ITS 
PLAN TO THE LEGISLATURE TO ACT AS A PROVIDER OF COVERAGE OR 
BENEFITS.



" THE AUTHORITY WHEN PROCURING OR PROVIDING 
INSURANCE MAY. CREATE POOLS OR SUB POOLS OF 
PARTICIPANTS TO ACCURATELY TRACK PREMIUM, EXPERIENCE 
AND EXPOSURE BY CATAGORY, THE AUTHORITY MAY ALSO 
EMPLOY RISK SHARING MECHANISIMS TO LIMIT THE 
AUTHORITIES OR PARTICIPANTS TOTAL EXPOSURE AND 
PREMIUM CLAIM VOLATILITY

” NOT LATER THANjm g jg f f l^ l 9 9 3  THE AUTHORITY SHALL 
DESIGN AND PROCURE OR PROVIDE A BASIC HEALTH 
INSURANCE PROGRAM FOR ALASKA EMPLOYERS WHO ELECT TO 
PARTICIPATE AND WHO:
a. HAVE FIFTY OR LESS EMPLOYEES and,
b. WHO HAVE BEEN REFUSED COVERAGE BY TWO OR MORE 
HEALTH INSURANCE CARRIERSJN THE LAST TWELVE MONTHS 
AND
c.EMPLOYERS WHO HAVE NOT PROVIDED HEALTH INSURANCE 
COVERAGE TO THEIR EMPLOYEES IN THE LAST TWELVE 
MONTHS.
d. THIS PLAN SHALL EMPHASIZE PREVENTATIVE AND 
PROTECTIVE HEALTH SERVICES
e. THIS PLAN WILL BE EXEMPT FROM MANDATED COVERAGE 
PROVISIONS OUTLINED IN SEC-— EXCEPT WHERE THE 
AUTHORITY' DEEMS IT .APPROPRIATE AND MORE COST 
EFFECTIVE TO OFFER CERTAIN COVERAGES..
f. THE AUTHORITY WILL SUBMIT RECOMMENDATIONS TO THE 
LEGISLATURE FOR CONSIDERATIONS WAY TO PROVIDE 
FINANCIAL INCENTIVES FOR EMPLOYERS TO PROVIDE HEALTH 
PROTECTION FOR THEIR EMPLOYEES .AND DEPENDENTS.
g. THE PLAN MUST HAVE PROVISIONS TO STREAMLINE 
MARKETENG.PAYMENT OF CLAIMS TO 
PROVIDERS/PARTICIPANTS. AND ADMINISTRATION
h. THE PLAN MUST INCLUDE HEALTH CARE COST 
MANAGEMENT PROVISIONS AND USE THE PROVIDER 
REIMBURSEMENT SYSTEM AND UTILIZATION UTILIZATION 
STANDARDS OUTLINED IN SEC.~
i. THE AUTHORITY MAY UTILIZE ALASKA LICENSED 
INSURANCE AGENTS/BROKERS TO ASSIST IN THE MARKETING 
AND SERVICING OF THIS PLAN



T-LSOjO^G.I '  
Ford 

02/28/91

A M E N D M E N T

OFFERED IN THE SENATE BY THE SENATE LABOR AND COMMERCE COMMITTEE 

TO: CSSB 83(L&C)

Page 6, after line 11:

Insert a new subsection to read:

"(c) If the authority elects to act as a self-insurer, the authority shall submit a plan of the 

intended insurance coverage and benefits to the legislature. The authority may not begin acting 

as a self-insurer until 60 days after the authority submits the intended plan of insurance to the 

legislature."
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7-LS0305\G.2

Ford

02/28/91

A M E N D M E N T

OFFERED IN THE SENATE 

TO: CSSB 83(L&C)

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Page 2, after line 31:

Insen a new bill section to read:

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

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Committee shall

(1) report to the legislature its recommendations relating to the confirmation of 

appointees to the Board of Trustees of the Alaska Permanent Fund Corporation;

(2) annually review the long-range operating plans of all agencies of the state 

which perform lending or investment functions;

(3) review periodic repons from all agencies of the state which perform lending 

or investment functions;

(4) present a complete report of investment programs, plans, performance, and 

policies of all agencies of the state which perform lending or investment functions to the 

legislature within 30 days after the convening of each regular session;

(5) present to the legislature within 30 days after the convening of each regular 

session a review of the report of the governor under AS 37.07.020(d) with recommendations for 

needed legislation;

(6) in conjunction with the Finance committee of each house recommend annually 

to the legislature the investment policy for the general fund surplus and for the income from the 

permanent fund;

(7) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska Permanent Fund Corporation investments and investment programs:

(8) provide for an annual operational and performance evaluation of the Alaska 

Housing Finance Corporation and the Alaska Industrial Development and Export Authority; the 

performance evaluation shall include, but is not limited to. a comparison of the effect on various 

sectors of the economy by public and private lending, the effect on resident and nonresident



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

budgets of the programs of the Alaska Housing Finance Corporation and the Alaska Industrial 

Development and Export Authority^

(9) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska State Health Resources Authority."

Renumber the following bill sections accordingly.



7-LS0305M3.3
Ford

03/01/91

OFFERED IN THE SENATE BY THE SENATE LABOR AND COMMERCE COMMITTEE 

TO: CSSB 8?{L&C)

Page 3, line 29:

Delete "implementation of a"

Insert "a phased implementation of a statewide geographic specific"

Page 3, line 30, after "standards.":

Insert "The authority shall establish the reimbursement system and utilization standards 

prospectively utilizing the most accurate information available to the authority regarding defined reliable 

components of the reimbursement system and utilization standards. By July 1, 1993, the authority shall 

establish and operate at least 50 percent of the reimbursement system and utilization standards. By 

June 30, 1994, the authority shall complete establishment and implementation of the reimbursement 

system and utilization standards."

Page 4, after line 13:

Insert a new subsection to read:

"(e) At least 60 days before implementing a phase of the reimbursement system and 

utilization standards, the authority shall provide public notice and accept public comments on that 

phase of the reimbursement system and utilization standards."

Page 5, line 23, after "(4)":

Insert "establish a grievance procedure to resolve disputes between the authority and participants;

(5)"

Page 6, line 3:

Delete "obtain”

Insert "procure or provide"

A M E N D M E N T





7-LS0305NG.4/
Ford

02/28/91

OFFERED IN THE SENATE BY THE SENATE LABOR AND COMMERCE COMMITTEE 

TO: CSSB 83(L&C)

Page 1, lines 6 -1 1 :

Delete all material and insert:

"(1) by July 1, 1992, create and begin a phased implementation of statewide geographic 

specific health care provider reimbursement systems and utilization standards;

(2) after July 1, 1992, begin the procurement or provision of a comprehensive group 

health insurance program for individuals, groups of individuals, or employers that the authority 

determines do not have health insurance or for whom health insurance could be more cost effective if 

offered by the authority to employers who elect to participate; the authority may also procure or provide 

health insurance to employers who elect to participate in the group health insurance offered by the 

authority; employer group health insurance may include coverage for eligible employees and dependents;

(3) assure financial protection for participants and beneficiaries, provide equitable 

payment to health care providers, and slow the increase in health care expenditures;"

Reletter the following paragraphs accordingly.

Page 2, line 11:

Delete "offered"

Insert "procured or provided"

Page 2, line 13:

Delete "evaluate the need for group health insurance for residents of the state who are"

Insert "continue to evaluate and where feasible offer a health insurance program for those sectors 

of the state that remain"

A M E N D M E N T



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

7-LS0305\J '  
Ford 

4/18/91

CS FOR SENATE BILL NO. 83 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY
Offered:
Referred:

Sponsor(s): SENATORS DUNCAN, Zharaff, Rodey

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to the Alaska State Health Resources Authority; relating to the delivery,

2 quality, and financing of health care for residents of the state, and to the issuance of

3 certificates of need; and providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. PURPOSE. The purpose of this Act is to

6 (1) by July I, 1992, create and begin a phased implementation of geographic specific

7 health care provider reimbursement systems and utilization standards;

8 (,2) after July 1. 1992, begin the procurement or provision of a comprehensive group

9 health insurance program for individuals, groups of individuals, or employers that the authority

10 determines do not have health insurance or for employers who elect to have the authority procure or

11 provide insurance on the employer's behalf; employer group health insurance may include coverage for

12 eligible employees and dependents;

13 (3) assure financial protection for participants and beneficiaries, provide equitable

14 payment to health care providers, and slow the increase in health care expenditures;

-1- CSSB 83( )



1 (4) expand the pool of subscribers and maximize the opportunities for health care cost

2 management and economies of scale when purchasing group health insurance;

3 (5) maintain efficient provider reimbursement systems to reduce the administrative cost

4 to providers who are serving employees of participants;

5 (6) maintain a statewide health care data base and utilization standards to control

6 inappropriate or improper utilization practices and to reduce the rate of inflation in the cost of health care

7 in the state;

8 (7) create the most comprehensive, cost-effective, and efficient method of providing a

9 variety of types of health care insurance necessary to meet the coverage requirements of a participant

10 resulting from negotiated employee contracts;

11 (8) realize the potential savings that will resuit if approximately 135,000 active and

12 retired state, municipal, and school district employees and their dependents participate in the

13 reimbursement systems and utilization standards offered by the authority; and

14 (9) continue to evaluate and where feasible offer i ?alth insurance program for those

15 sectors of the state that remain uninsured or underinsured.

16 * Sec. 2. AS 18.07.035 is amended to read:

17 Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall

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

19 information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each

20 application for a certificate of need must be accompanied by an application fee established by

21 the department by regulation. A copy of each application for a certificate of need, except an

22 application for a temporary or emergency certificate issued under AS 18.07.071, shall be

23 provided to the Alaska State Health Resources Authority.

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

25 See. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES

26 OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need

27 if the availability and quality of existing health care resources or the accessibility to those

28 resources is less than the current or projected requirement for health services required to maintain

29 the good health of Alaska citizens. A certificate of need mav not be issued, except for a

30 temporary or emergency certificate under AS 18.07.071. unless the office has received a

31 determination from the Alaska State Health Resources Authority regarding the effect of the

WORK DRAFT WORK DRAFT WORK DRAFT
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certificate of need on the cost of uroup health insurance.

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

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Committee shall

(1) report to the legislature its recommendations relating to the confirmation of 

appointees to the Board of Trustees of the Alaska Permanent Fund Corporation;

(2) annually review the long-range operating plans of all agencies of the state 

which perform lending or investment functions;

(3) review periodic reports ffom all agencies of the state which perform lending 

or investment functions;

(4) present a complete report of investment programs, plans, performance, and 

policies of all agencies of the state which perform lending or investment functions to the 

legislature within 30 days after the convening of each regular session;

(5) present to the legislature within 30 days after the convening of each regular 

session a review of the report of the governor under AS 37.07.020(d) with recommendations for 

needed legislation;

(6) in conjunction with the finance committee of each house recommend annually 

to the legislature the investment policy for the general fund surplus and for the income from the 

permanent fund;

(7) provide for an annual post auc'v and annual operational and performance 

evaluation of the Alaska Permanent Fund Corporation investments and investment programs;

(8) provide for an annual operational and performance evaluation of the Alaska 

Housing Finance Corporation and the Alaska Industrial Development and Export Authority; the 

performance evaluation shall include, but is not limited to, a comparison of the effect on various 

sectors of the economy by public and private lending, the effect on resident and nonresident 

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

budgets of the programs of the Alaska Housing Finance Corporation and the Alaska Industrial 

Development and Export Authority;

(9) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska State Health Resources Authority.

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

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

Sec. 37.07.030. RESPONSIBILITIES O F  T H E  L E G I S L A T U R E .  The legislature shall

-3- CSSIi S3( )



1 (1) provide for a budget review function;

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

3 financial plans recommended by the governor;

4 (3) adopt legislation to authorize implementation of the governor’s comprehensive

5 operating and capital improvements programs and financial plans or appropriate alternatives to

6 those plans;

7 (4) provide for a post-audit function to cover financial transactions, program

8 accomplishment, and compliance with legislative intent;

9 (5) adopt or revise the estimate of receipts required to balance the succeeding

10 fiscal year’s budget in order that proposed expenditures do not exceed estimated receipts for that

11 fiscal year,

12 (6) adopt, revise, or initiate revenue measures in order to balance the succeeding

13 fiscal year’s budget and the capital improvements section of the budget for the succeeding six

14 yearsj.

15 (7) appropriate funds for the operation of the Alaska State Health Resources

16 Authority.

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

18 (30) employees of the Alaska State Health Resources Authority.

19 * Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read:

20 (52) Alaska State Health Resources Authority (AS 44.87).

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

22 CHAPTER 87. STATE INSURANCE AUTHORITY.

23 Sec. 44.87.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEMS

24 AND UTILIZATION STANDARDS, (a) There is established within the Department of

25 Administration a nonprofit incorporated legal mtity known as the Alaska State Health Resources

26 Authority.

27 (b) The authority shall

28 (1) by July 1, 1992, create and begin a phased implementation of geographic

29 specific health care provider reimbursement systems and utilization standards (A) within the

30 boundaries of municipalities that have a population of 20,000 or more as reflected by the 1990

31 United States census and (B) for interested and eligible businesses that have 50 or fewer

WORK DRAFT WORK DRAFT WORK DRAFT
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1 employees; ihe health care provider reimbursement systems and utilization standards required

2 under this paragraph shall be in operation by December 31, 1993;

3 (2) create and begin a phased implementation of geographic specific health care

4 provider reimbursement systems and utilization standards within the boundaries of communities

5 that have a population of less than 20,000 as reflected by the 1990 United States census; the

6 health care provider reimbursement systems and utilization standards required under this

7 paragraph shall be in operation by July 1, 1995;

8 (3) establish the reimbursement systems and utilization standards prospectively

9 utilizing the most accurate information available to the authority regarding defined reliable

10 components of the reimbursement systems and utilization standards; components for the

11 reimbursement systems must include but are not limited to

12 '"'(A) effort and time by provider;

13 (B) technological advances resulting in new equipment, staff, or training;

14 ^(C ) facilities and practice expense;

15 (D) training as a specialist that expands or improves service;

16 E) professional liability insurance;

17 (F) resolution of rate disputes and associated expenses;

18 ^(G ) geographic modifier;

19 (FI) uncollectible debt expenses;

20 «^tl) availability of services modifier;

21 (J) charity caseload modifier;

22 t^ K ) uncompensated care net cost;

23 (L) long-term elder care expenses;

24 (M) employee expenses resulting from competition with state employee

25 salaries;

26 (N) specialist recruitment expenses;

27 (O) capital costs;

28 (P) Medicaid rates;

29 *^ \Q ) actual provider charges as of January 1, 1991;

30 (4) assign relative weight to each component specified in (3) of this subsection

31 and may further define each component;

WORK DRAFT WORK DRAFT WORK DRAFT
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1 (5) publish, not later than July 1, 1992, a guide for health care providers, insurers,

2 and participants that describes and explains how to use the reimbursement systems and utilization

3 standards;

4 (6) establish health care information and data reporting procedures; the procedures

5 shall be established in cooperation with health care providers and insurers.

6 (c) A health care provider and a person paying a claim shall use the health care provider

7 reimbursement systems and utilization standards established by the authority when billing for

8 services provided to a public employer or a public employee. Other employers rnay elec' to use

9 the reimbursement systems and utilization standards, if the use is approved by the authority.

10 (d) Upon application by an employer or an eligible state program, the authority may,

11 beginning July 1, 1992, allow the employer or the eligible state program to participate in a group

12 health insurance pool established by the authority.

13 (e) Not later than/February 15, \993j  the authority shall design and procure or provide

14 a basic health insurance program for employers who elect to participate and who have

15 (1) 50 or fewer full-time employees;

16 (2) been refused coverage by two or more health insurance carriers in the last 12

17 months; or

18 (3) not provided health insurance coverage to their employees in the last 12

19 months.

20 (0 A plan required under (e) of this section

21 (1) must emphasize preventative and protective health services;

22 (2) must include provisions to streamline marketing and payment of claims to

23 providers and participants;

24 (3) must include the reimbursement systems and utilization standards described

25 in (b) of this section;

26 (4) may utilize insurance agents or brokers licensed in this state to assist in the

27 marketing and servicing of the plan.

28 (g) The authority shall submit recommendations to the legislature for providing financial

29 incentives for employers to provide health protection for their employees and dependents.

30 (h) At least 60 days before implementing a phase of the reimbursement systems and

31 utilization standards, the authority shall provide public notice and accept public comments on that

WORK DRAFT WORK DRAFT WORK DRAFT
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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 phase of the reimbursement systems and utilization standards.

2 Sec. 44.87.015. REQUIRED COOPERATION BY STATE AGENCIES. An agency of

3 the state that provides health care or that provides funds to purchase health care shall, to the

4 maximum extent possible, cooperate in the development of the use of the health care provider

5 reimbursement systems and utilization standards established by the authority, including sharing

6 relevant informadon.

7 Sec. 44.87.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The authority shall

8 be managed by a board of directors composed of nine members appointed by the governor. The

9 governor shall appoint at least one but not more than two members as representatives from each

10 of the following:

11 (1) the executive branch;

12 (2) labor organizations;

13 (3) school districts;

14 (4) municipalities;

15 (5) private sector employers;

16 (6) health care providers.

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

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

19 without compensation but are entitled to receive per diem and travel expenses authorized for

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

21 Sec. 44.87.030. GENERAL POWERS. The authority may

22 (1) beginning July 1, 1992, exercise the powers granted to insurers under the laws

23 of the state; if the authority r cts as an insurer, the authority shall comply with the requirements

24 applicable to insurers under AS 21;

25 (2) sue or be sued;

26 (3) enter into contracts or agreements;

27 (4) establish administrative or accounting procedures:

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

29 (6) charge fees for providing administrative services;

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

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

-7- CSSB 8J< )



1 Sec. 44.87.040. DUTIES OF BOARD; ANNUAL REPORT. The board shall

2 (1) in providing group health insurance required under this chapter, provide

3 comprehensive coverage at the lowest possible cost per eligible employee;

4 (2) provide to the governor and to ihe legislature an annual report covering the

5 previous fiscal year’s activities of the authority;

6 (3) review each application for a certificate of need under AS 18.07.041 and

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

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

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

10 Health and Social Services;

11 (4) establish a grievance procedure to resolve disputes between the authority and

12 participants;

13 (5) every third Fiscal year, include in the annual report a cost and benefit analysis

14 of the activities of the authority;

15 (6) analyze the health care needs of the state population that is uninsured or

16 underinsured;

17 (7) provide recommendations to the legislature not later than February 15, 1992,

18 for a systematic approach or plan with alternatives including liabilities and financing alternatives

19 that may be considered to assure access to affordable quality health insurance for all state

20 residents; the recommendations must be updated each year;

21 (8) provide recommendations to the legislature not later than February 15, 1993,

22 for the design of a program with alternatives including liability and financing alternatives to

23 provide health care insurance to state residents who

24 (A) are not covered by health insurance;

25 (B) have been refused health insurance coverage by two or more health

26 insurance carriers in the last 12 months;

27 (C) have been considered uninsurabie for health coverage; or

28 (D) are unable to pay for basic health care protection and do not qualify

29 for any other health care protection program or plan;

30 (9) beginning January 1, 1994, periodically review and update the reimbursement

31 systems and utilization standards established by '.he authority, and evaluate the need for

WORK DRAFT WORK DRAFT WORK DRAFT
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reimbursement systems and utilization standards in other areas of the state.

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. Employees of the authority are in the exempt 

service under AS 39.25.110. 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. PROCUREMENT OF INSURANCE, (a) The authority may, after 

July 1, 1992, begin to procure a policy or policies of comprehensive group health insurance 

covering an individual or an employer that the authority determines does not have health 

insurance or for whom health insurance could be more cost effective if procured by the authority. 

The authority may procure or, if procurement of insurance is not economically feasible, provide 

group health insurance to employers who elect to participate. Group health insurance may 

include coverage for eligible employees and dependents. The authority shall procure the 

insurance from an insurer authorized to transact business in the state under AS 21.09, or the 

authority may elect to act as a self-insurer if the authority determines that self-insurance can 

provide the desired insurance coverage and benefits at a lower cost per eligible employee and the 

authority complies with (c) of this section.

(b) The authority, no earlier than July 1, 1992, may establish a group health insurance 

pool or pools of eligible employers that elect to participate in the group health insurance obtained 

by the authority. Coverage provided under this subsection must include eligible employees and 

dependents. Employers that elect to participate shall use the reimbursement systems and 

utilization standards established by the authority.

(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 the 

state and qualified to provide the desired benefits. The specifications shall be made available at 

least once every five years.

(d) Before the authority elects to act as a self-insurer, the authority shall solicit proposals
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1 for the required coverage from insurers licensed in this state to offer health insurance. If after

2 the proposal process has been completed, the authority determines that the desired coverage or

3 benefits are not available from insurers licensed in this state or the authority can provide the

4 desired coverage and benefits at a lower cost per eligible person, the authority may submit a plan

5 of the intended self-insurance coverage and benefits to the legislature. The authority may not

6 begin acting as a self-insurer until the legislature has approved the self-insurance plan submitted

7 by the authority.

8 (e) The authority, when procuring or providing insurance, may create pools or subpools

9 of participants to accurately track premium, experience, and exposure by category. The authority

10 may employ risk sharing mechanisms to limit the total exposure and premium claim volatility

11 of the authority or a participant.

12 Sec. 44.87.070. ALASKA STATE HEALTH RESOURCES FUND. The Alaska state

13 health resources fund is created in the general fund. The fund consists of money appropriated

14 by the legislature. The fund shall be managed and invested by the board. The board may expend

15 money from the fund to carry out the provisions of this chapter.

16 Sec. 44.87.080. INSURANCE PREMIUMS. The authority shall provide that sufficient

17 funds are collected to provide authorized benefits, reserves, and to pay the expenses of the

18 authority. Reserves remaining at the termination of an insurance contract shall be invested by

19 the authority in the same manner as retirement funds are invested under AS 14.25.180.

20 Sec. 44.87.090. PARTICIPATION; WAIVER, (a) The state, a municipality, a district,

21 or other employer in the state may participate in the group insurance coverage provided by the

22 authority. If the state, municipality, district, or other employer elects to participate, the state,

23 municipality, district, or other employer shall continue to participate unless a waiver is granted

24 by the board.

25 (b) In determining whether a waiver should be gi anted, the board shall establish

26 minimum benefit and financial standards for the desired group health insurance coverage. The

27 minimum benefit and financial standards and the proposed time schedule for responsive offers

28 shall be sent to all participants at the time the request for proposal for the desired group health

29 insurance coverage is issued. A participant seeking a waiver of coverage shall match the

30 minimum benefit and financial standards set out in the request for proposal for the desired group

31 health insurance coverage. Participants shall submit documentation of their insurance coverage

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
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matching the board’s minimum benefit and financial requirements before the deadline established 

by the board. The board may approve or disapprove a waiver of participation based on the 

documentation submitted by the participant regarding the benefit and financial standards 

established by the board.

(c) A participant may separately provide for health insurance coverage additional to that 

offered by 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) "district" has the meaning given in AS 14.17.250;

(4) "eligible employee" means an employee of a participant who qualifies for 

group health benefits as determined by the participant;

(5) "eligible state program" means a program in which an agency of the state 

provides health care or provides funds to purchase health care for persons who are not employees 

of the state;

(6) "employer" means the slate, 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;

(7) "full-time employee" means a person who works 30 or more hours in a week;

(8) "fund" means the Alaska state health resources fund;

(9) "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;

(10) "health care provider" has the meaning given in AS 21.88.900;

(11) "municipality" includes a public corporation established by a municipality;

(12) "participant" means a person who participates in the group health insurance 

procured or provided by the authority;

(13) "reimbursement systems" means systems or methods that streamline or result 

in cost efficient payments to health care providers, and includes schedules of maximum allowable 

reimbursement for health care related services based on geographic regions, actual provider costs,

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
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1 and availability of services;

2 (14) "state" means the executive, legislative, and judicial branches of state

3 government, and includes the University of Alaska and a public corporation of the state created

4 within a principal executive department;

5 (15) "utilization standards" means a system to monitor, track, and verify patterns

6 of treatment by health care providers that assures that cost efficient and cost effective care is

7 provided within accepted medical standards without reducing the quality of care.

8 * Sec. 9. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

9 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care

10 provider reimbursement systems and utilization standards.

11 * Sec, 10. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR SENATE BILL NO. 83 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY
Offered:
Referred:

Sponsors): SENATORS DUNCAN, Zharoff, Rodey

c T, A BILL
\

FOR AN ACT ENTITLED

1 "An Act relating to the Alaska State Health Resources Authority; relating to the delivery,

2 qjality, and financing of health care for residents of the state, and to the issuance of

3 certificates of need; and providing for an effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. PURPOSE. The purpose of this Act is to

6 (1) by July 1, 1992, create and begin a phased implementation of geographic specific

7 health care provider reimbursement systems and utilization standards;

8 (2) after July 1, 1992, begin the procurement or provision of a comprehensive group

9 health insurance program for individuals, groups of individuals, or employers that the authority

10 determines do not have health insurance or for employers who elect to have the authority procure or

11 provide insurance on the employer’s behalf; employer group health insurance may include coverage for

12 eligible employees and dependents; })i_p i S ' rfS u iS
13 (3) assure financial protection for participants and beneficiaries, provide equitable

14 payment to health care providers, and slow the increase in health care expenditures;
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1 (4) expand the pool of subscribers and maximize the opportunities for health care cost

2 management and economies of scale when purchasing group health insurance;

3 (5) maintain efficient provider reimbursement systems to reduce the administrative cost

4 to providers who are serving employees of participants;

5 (6) maintain a statewide health care data base and utilization standards to control

6 inappropriate or improper utilization practices and to reduce the rate of inflation in the cost of health care

7 in the state;

8 (7) create the most comprehensive, cost-effective, and efficient method of providing a

9 variety of types of health care insurance necessary to meet the coverage requirements of a participant

10 resulting from negotiated employee contracts;

11 (8) realize the potential savings that will result if approximately 135,000 active and

12 retired state, municipal, and school district employees and their dependents participate in the

13 reimbursement systems and utilization standards offered by the authority; and

14 (9) continue to evaluate and where feasible offer a health insurance program for those

15 sectors of the state that remain uninsured or underinsured.

16 * Sec. 2. AS 18.07.035 is amended to read:

17 Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall

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

19 information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each

20 application for a certificate of need must be accompanied by an application fee established by

21 the department by regulation. A conv of each application for a certificate of need, except an

22 application for a temporary or emenzencv certificate issued under AS 18.07.071. shall be

23 provided to the Alaska State Health Resources Authority.

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

25 Sec. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES

26 OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need

27 if the availability and quality of existing health care resources or the accessibility to those

28 resources is less than the current or projected requirement for health services required to maintain

29 the good health of Alaska citizens. A certificate of need mav not be issued, except for a

30 temporary emergency certificate tinder AS 18.07.071, unless the office has received a

31 determin, n from the Alaska State Health Resources Authority regarding the effect of the

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
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certificate of need on the cost of uroup health insurance.

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

Sec. 24.20.206. DUTIES. The Legislative Budget and Audit Committee shall

(1) report to the legislature its recommendations relating to the confirmation of 

appointees to the Board of Trustees of the Alaska Permanent Fund Coq)oration;

(2) annually review the long-range operating plans of all agencies of the state 

which perform lending or investment functions;

(3) review periodic repons from all agencies of the state which perform lending 

or investment functions;

(4) present a complete report of investment programs, plans, performance, and 

policies of all agencies of the state which perform lending or investment functions to the 

legislature within 30 days after the convening of each regular session;

(5) present to the legislature within 30 days after the convening of each regular 

session a review of the report of the governor under AS 37.07.020(d) with recommendations for 

needed legislation;

(6) in conjunction with the finance committee of each house recommend annually 

to the legislature the investment policy for the general fund surplus and for the income from the 

permanent fund;

(7) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska Permanent Fund Corporation investments and investment programs;

(8) provide for an annual operational and performance evaluation of the Alaska 

Housing Finance Corporation and the Alaska Industrial Development and Export Authority; the 

performance evaluation shall include, but is not limited to, a comparison of the effect on various 

sectors of the economy by public and private lending, the effect on resident and nonresident 

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

budgets of the programs of the Alaska Housing Finance Corporation and the Alaska Industrial 

Development and Export Authority^

(9) provide for an annual post audit and annual operational and performance 

evaluation of the Alaska State Health Resources Authority.

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

Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall

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

CSSB 83( )



1 (I) provide for a budget review function;

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

3 financial plans recommended by the governor,

4 (3) adopt legislation to authorize implementation of the governor’s comprehensive

5 operating and capital improvements programs and financial plans or appropriate alternatives to

6 those plans;

7 (4) provide for a post-audit function to cover financial transactions, program

8 accomplishment, and compliance with legislative intent;

9 (5) adopt or revise the estimate of receipts required to balance the succeeding

10 fiscal year’s budget in order that proposed expenditures do not exceed estimated receipts for that

11 fiscal year,

12 (6) adopt, revise, or initiate revenue measures in order to balance the succeeding

13 fiscal year’s budget and the capital improvements section of the budget for the succeeding six

14 yearsi

15 (7) appropriate funds for the operation of the Alaska State Health Resources

16 Authority.

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

18 (30) employees of the Alaska State Health Resources Authority.

19 * Sec. 7. AS 39.50.200(b) is amended by adding a new paragraph to read:

20 (52) Alaska State Health Resources Authority (AS 44.87).

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

22 CHAPTER 87. STATE INSURANCE AUTHORITY.

23 Sec. 44.87.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEMS

24 AND UTILIZATION STANDARDS, (a) There is established within the Department of

25 Administration a nonprofit incorporated legal entity known as the Alaska State Health Resources

26 Authority.

27 (b) The authority shall

28 (1) by July 1, 1992, create and begin a phased implementation of geographic

29 specific health care provider reimbursement systems antT-tt-ulization standards within the

30 boundaries of municipalities that have a population df 20,000 or more as reflected by the 1990

31 United States census; the health care provider reim^yjserrfent systems and utilization standards

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
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1 required under this paragraph shall be in operation by December 31, 1993;

2 (2) establish the reimbursement systems and utilization standards prospectively

3 utilizing the most accurate information available to the authority regarding defined reliable

4 components of the reimbursement systems and utilization standards; components for the

5 reimbursement systems must include but are not limited to

6 (A) effort and time by provider;

7 (B) facilities and practice expense;

8 (C) professional liability insurance;

9 (D) geographic modifier, ^
10 (E) availability of services modifier; V / / ^ ^

11 (F) uncompensated care net cost;

12 (2 I ^ J ' ZL ^  (G) actual provider pasi as o?January 1, 1991;

13 (3) assign relative weight to each component specified in (2) of this subsection

14 and may further define each component;

15 (4) publish, not later than July 1, 1992, a guide for health care providers, insurers,

16 and participants that describes and explains how to use the reimbursement systems and utilization

17 standards;

18 (5) establish health care information and data reporting procedures; the procedures

19 shall be established in cooperation with health care providers and insurers.

20 (c) A health care provider and a person paying a claim shall use the health care provider

21 reimbursement systems and utilization standards established by the authority when billing for

22 services provided to a public employer or a public employee. Other employers may elect to use

23 the reimbursement systems and utilization standards, if the use is approved by the authority.

24 (d) Upon application by an employer or an eligible state program, the autho' “•ay

25 beginning July 1, 1992, allow the employer or the eligible state program to participate in

26 health insurance pool established by the authority.

27 (e) Not later than February 15, 1993, the authority shall design and procure or provide

28 a basic health insurance program for employers who elect to participate and who have

29 (1) 50 or fewer full-time employees;

30 (2) been refused coverage by two or more health insurance carriers in the last 12

31 months; and



1 (3) not provided health insurance coverage to their employees in the last 12

2 months.

3 (f) A plan required under (e) of this section

4 (1) must emphasize preventative and protective health services;

5 (2) must include provisions to streamline marketing and payment of claims to

6 providers and participants;

7 (3) must include the reimbursement systems and uulization standards described

8 in (b) of this section;

9 (4) may utilize insurance agents or brokers licensed in this state to assist in the

10 marketing and servicing of the plan.

11 (g) The authority shall submit recommendations to the legislature for providing financial

12 incentives for employers to provide health protection for their employees and dependents.

13 (h) At least 60 days before implementing a phase of the reimbursement systems and

14 utilization standards, the authority shall provide public notice and accept public comments on that

15 phase of the reimbursement systems and utilization standards.

16 Sec. 44.87.015. REQUIRED COOPERATION BY STATE AGENCIES. An agency of

17 the state that provides health care or that provides funds to purchase health care shall, to the

18 maximum extent possible, cooperate in the development of the use of the health care provider

19 reimbursement systems and utilization standards established by the authority, including sharing

20 relevant information.

21 Sec. 44.87.020. BOARD OF DIRECTORS; ORGANIZATION, (a) The authority shall

22 be managed by a beard of directors composed of nine members appointed by the governor. The

23 governor shall appoint at least one but not more than two members as representatives from each

24 of the following:

25 (1) the executive branch;

26 (2) labor organizations;

27 (3) school districts;

28 (4) municipalities;

29 (5) private sector employers;

30 (6) health care providers.

31 (b) Members of the board serve staggered terms of four years. The board sh 'll elect

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

CSSB 83( ) -6 -



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

without compensation but are entitled to receive per diem and travel expenses authorized for 

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

Sec. 44.87.030. GENERAL POWERS. The authority may

(1) beginning July 1, 1992, exercise the powers granted to insurers under the laws 

of the state; if the authority acts as an insurer, the authority shall comply with the requirements 

applicable to insurers under AS 21;

(2) sue or be sued;

(3) enter into contracts or agreements;

(4) establish administrative or accounting procedures;

(5) collect, invest, and disburse funds;

(6) charge fees for providing administrative services;

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

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

Sec. 44.87.040. DUTIES OF BOARD; ANNUAL REPORT. The board shall

(1) in providing group health insurance required under this chapter, provide 

comprehensive coverage at the lowest possible cost per eligible employee;

(2) provide to the governor and to the legislature an annual report covering the 

previous fiscal year’s activities of the authority;

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

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

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

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

Health and Social Services;

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

participants;

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

of the activities of the authority:

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

underinsured;

(7) provide recommendations to the legislature not later than February 15, 1992,

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
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1 for a systematic approach or plan with alternatives including liabilities and financing alternatives

2 that may be considered to assure access to affordable quality health insurance for all state

3 residents; the recommendations must be updated each year;

4 (8) provide recommendations to the legislature not later than February 15, 1993,

5 for the design of a program with alternatives including liability and financing alternatives to

6 provide health care insurance to state residents who ^  ^ ^  /
^  '

7 (A) are not covered by health insurance;

8 (B) have been refused health insurance coverage by two or more health

9 insurance carriers in the last 12 months;

10 (C) have been considered uninsurable for health coverage; or

11 (D) are unable to pay for basic health care protection and do not qualify

12 for any other health care protection program or plan;

13 (9) beginning January 1, 1994, periodically review and update the reimbursement

14 systems and utilization standards established by the authority, and evaluate the need for

15 reimbursement systems and utilization standards in other areas of the state.

16 Sec. 44.87.050. STAFF AND PROFESSIONAL SERVICES CONTRACTS. The

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

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

19 select and employ additional staff as necessary. Employees of the authority are in the exempt

20 service under AS 39.25.110. In addition to its staff of regular employees, the authority may

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

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

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

24 Sec. 44.87.060. PROCUREMENT OF INSURANCE, (a) The authority may, after

25 July 1, 1992, begin to procure a policy or policies of comprehensive group health insurance

26 covering an individual or an employer that the authority determines does not have health

27 insurance or for whom health insurance could be more cost effective if procured by the authority.

28 The authority may procure or, if procurement of insurance is not economically feasible, provide

29 group health insurance to employers who elect to participate. Group health insurance may

30 include coverage for eligible employees and dependents. The authority shall procure the

31 insurance from an insurer authorized to transact business in the state under AS 21.09, or the
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1 authority may elect to act as a self-insurer if the authority determines that self-insurance can

2 provide the desired insurance coverage and benefits at a lower cost per eligible employee and the

3 authority complies with (c) of this section.

4 (b) The authority, no earlier than July 1, 1992, may establish a group health insurance

5 pool or pools of eligible employers that elect to participate in the group health insurance obtained

6 by the authority. Coverage provided undei this subsection must include eligible employees and

7 dependents. Employers that elect to participate shall use the reimbursement systems and

8 utilization standards established by the authority.

9 (c) Except when acting as a self-insurer, the authority shall procure or provide group

10 health insurance in compliance with the provisions of AS 36.30 and shall make available bid

11 specifications for desired group health insurance benefits to all insurance carriers licensed in the

12 state and qualified to provide the desired benefits. The specifications shall be made available at

13 least once every five years.

14 (d) Before the authority elects to act as a self-insurer, the authority shall solicit proposals

15 for the required coverage from insurers licensed in this state to offer health insurance. If after

16 the proposal process has been completed, the authority determines that the desired coverage or

17 benefits are not available from insurers licensed in this state or the authority can provide the

18 desired coverage and benefits at a lower cost per eligible person, the authority may submit a plan

19 of the intended self-insurance coverage and benefits to the legislature. The authority may not

20 begin acting as a self-insurer under the plan until the legislature has been in regular session for

21 60 calendar days after the plan was submitted.

22 (e) The authority, when procuring or providing insurance, may create pools or subpools

23 of participants to accurately track premium, experience, and exposure by category. The authority

24 may employ risk sharing mechanisms to limit the total exposure and premium claim volatiii^'

25 of the authority or a participant.

26 Sec. 44.87.070. ALASKA STATE HEALTH RESOURCES FUND. The Alaska state

27 health resources fund is created in the general fund. The fund consists of money appropriated

28 by the legislature. The fund shall be managed and invested by the board. The board may expend

29 money from the fund to carry out the provisions of this chapter.

30 Sec. 44.87.080. INSURANCE PREMIUMS. The au.hcvitv shall provide that sufficient

31 funds are collected to provide authorized benefits, reserves, and to pay the expenses of the

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

-9- CSSB 83( )



1 authority. Reserves remaining at the termination of an insurance contract shall be invested by

2 the authority in the same manner as retirement funds are invested under AS 14.25.180.

3 Sec. 44.87.090. PART1C1PA1 ION; WAIVER, (a) The state, a municipality, a district,

4 or other employer in the stale may participate in the group insurance coverage provided by the

5 authority. If the state, municipality, district, or other employer elects to participate, the state,

6 municipality, district, or other employer shall cont'nue to participate unless a waiver is granted

7 by the board.

8 (b) In determining whether a waiver should be granted, the board shall establish

9 minimum benefit and financial standards for the desired group health insuiance coverage. The

10 minimum benefit and financial standards and the proposed time schedule for responsive offers

11 shall be sent to all participants at the time the request for proposal for the desired group health

12 insurance coverage is issued. A participant seeking a waiver of coverage shall match the

13 minimum benefit and financial standards set out in the request for proposal for the desired group

14 health insurance coverage. Participants shall submit documentation of their insurance coverage

15 matching the board’s minimum benefit and financial requirements before the deadline established

16 by the board. The board may approve or disapprove a waiver of participation based on the

17 documentation submitted by the participant regarding the benefit and financial standards

18 established by the board.

19 (c) A participant may separately provide for health insurance coverage additional to that

20 olfered by the authority.

21 Sec. 44.87.900. DEFINITIONS. In this chapter,

22 (1) "authority" means the Alaska State Health Resources Authority;

23 (2) "board" means the board of directors of the Alaska State Health Resources

24 Authority;

25 (3) "district" has the meaning given in AS 14.17.250;

26 (4) "eligible employee" means an employee of a participant who qualifies for

27 group health benefits as determined by the participant;

28 (5) "eligible state program" means a program in which an agency of the state

29 provides health care or provides funds to purchase health care for persons who are not employees

30 of the state;

31 (6) "employer" means the state, a municipality, a district, a collective bargaining

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
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1 unit, the board of a public corporation of the state created within a principal executive

2 department, a self-employed person, or a person employing one or more persons in a business

3 or industry;

4 (7) "full-time employee" means a person who works 30 or more hours in a week;

5 (8) "fund" means the Alaska state health resources fund;

6 (9) "group health insurance" means coverage that may include medical care and

7 treatment, dental care, eye care, and other group health coverage as determined by the authority;

8 (10) "health care provider" has the meaning given in AS 21.88.900;

9 (11) "municipality" includes a public corporation established by a municipality;

10 (12) "participant" means a person who participates in the group health insurance

11 procured or provided by the authority;

12 C£^»L,(13) "public employer" means the state, a municipality, a district, or a public

13 corporation of the state created within a principal executive department;

14 (14) "reimbursement systems" means systems or methods that streamline or result

15 in cost efficient payments to health care providers, and includes schedules of maximum allowable

16 reimbursement for health care related services based on geographic regions, actual provider costs,

17 and availability of services;

18 (15) "state" means the executive, legislative, and judicial branches of state

19 government, and includes the University of Alaska and a public corporation of the state created

20 within a principal executive department:

21 (16) "utilization standards" means a system to monitor, track, and verify patterns

22 of treatment by nealth care providers that assures that cost efficient and cost effective care is

23 provided within accepted medical standards without reducing the quality of care.

24 * Sec. 9. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

25 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care

26 provider reimbursement systems and utilization standards.

27 * Sec. 10. This Act takes effect immediately under AS 01.10.070(c).
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1 unit, the board of a public corporation of the state created within a principal executive

2 department, a self-employed person, or a person employing one or more persons in a business

3 or industry;

4 (7) "full-time employee" means a person who works 30 or more hours in a week;

5 (8) "fund" means the Alaska state health resources fund;

6 (9) "group health insurance" means coverage that may include medical care and

7 treatment, dental care, eye care, and other group health coverage as determined by the authority;

8 (10) "health care provider" has the meaning given in AS 21.88.900;

9 (11) "municipality" includes a public corporation established by a municipality;

10 (12) "participant" means a person who participates in the group health insurance

11 procured or provided by the authority;

12 (13) "reimbursement systems" means systems or methods that streamline or result

13 in cost efficient payments to health care providers, and includes schedules of maximum allowable

14 reimbursement for health care related services based on geographic regions, actual provider costs,

15 and availability of services;

16 (14) "state" means the executive, legislative, and judicial branches of state

17 government, and includes the University of Alaska and a public corporation of the state created

18 within a principal executive department;

19 (15) "utilization standards" means a system to monitor, track, and verify patterns

20 of treatment by health care providers that assures that cost efficient and cost effective care is

21 provided within accepted medical’standards without reducing the quality of care.

22 * Sec, 9. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

23 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care

24 provider reimbursement systems and utilization standards.

25 * Sec. 10. This Act takes effect immediately under AS 01.10.070(c).

4
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CS FOR SENATE BILL NO. 83 (L&C)

IN THE LEGISLATURE OF THE STA FE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE

Offered:
Referred:

Sponsors): SENATORS DUNCAN, Zharoff, Rodey

A BILL 

FOR AN ACT ENTITLED 

"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."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of this Act is to

(1) by July 1, 1992, create and begin implementation of a statewide health care provider 

reimbursement system and utilization standards;

(2) after July 1, 1992, provide comprehensive group health insurance for the state, 

municipalities, school districts, other employers in the state who elect to participate, and all eligible 

employees of the state, a municipality, a school district, or other employer in the state who elect to 

participate in the group insurance offered by the Alaska State Health Resources Authority;

(3) expand the pool ot subscribers and maximize the opportunities for health care cost 

management and economies of scale when purchasing group health insurance;

(4) maintain an efficient provider reimbursement system to reduce the administrative cost
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1 to providers who are serving employees of participants,

2 (5) maintain a statewide health care data base and utilization standards to control

3 inappropriate or improper utilization practices and to reduce the rate of inflation in the cost of health care

4 in the state;

5 (6) create the most comprehensive, cost-effective, and efficient method of providing a

6 variety of types of health care insurance necessary to meet the coverage requirements of a participant

7 resulting from negotiated employee contracts:

8 (7) realize the potential savings that will result if approximately 135,000 active and

9 retired state, municipal, and school district employees and their dependents participate in the group health

10 insurance program offered by the authority;

11 (8) evaluate the need for mandatory participation in the group health insurance offered

12 by the authority; and

13 (9) evaluate the need for group health insurance for residents of the state who are

14 uninsured or underinsured.

15 * Sec. 2. AS 18.07.035 is amended to read:

16 Sec. 18.07.035. APPLICATION AND FEES. Application for a certificate of need shall

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

18 information the department requires to reach a decision under AS 18.07.041 - 18.07.111. Each

19 application for a certificate of need must be accompanied by an application fee established by

20 the department by regulation. A copy of each application for a certificate of need, except an

21 application for a temporary or emergency certificate issued under AS 18.07.071. shall he

22 provided to the Alaska State Health Resources Authority.

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

24 Sec. 18.07.041. STANDARD OF REVIEW FOR APPLICATIONS FOR CERTIFICATES

25 OF NEED. The office shall grant a sponsor a certificate of need or modify a certificate of need

26 if the availability and quality of existing health care resources or the accessibility to those

27 resources is less than the current or projected requirement for health services required to maintain

28 the good health of Alaska citizens. A certificate of need may not he issued, except for a

29 temporary or emergency certificate under AS 18.07.071. unless the office has received a

30 determination from the Alaska Slate Health Resources Authority regarding the effect of the

31 certificate of need on the cost of group health insurance.

CSSB S3 (LAC)



(
1 * Sec. 4. AS 37.07.030 is amended to read:

2 Sec. 37.07.030. RESPONSIBILITIES OF THE LEGISLATURE. The legislature shall

3 (l) provide for a budget review function;

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

5 financial plans recommended by the governor,

6 (3) adopt legislation to authorize implementation of the governor’s comprehensive

7 operating and capital improvements programs and financial plans or appropriate alternatives to

8 those plans;

9 (4) provide for a post-audit function to cover financial transactions, program

10 accomplishment, and compliance with legislative intent;

11 (5) adopt or revise the estimate of receipts required to balance the succeeding

12 Fiscal year’s budget in order that proposed expenditures do not exceed estimated receipts for that

13 Fiscal year,

14 (6) adopt, revise, or initiate revenue measures in order to balance the succeeding

15 Fiscal year’s budget and the capital improvements secrion of the budget for the succeeding six

16 years.!

17 (7) appropriate funds for the operation of the Alaska State Health Resources

18 Authority.

19 * Sec. 5. AS 39.25.110 is amended by adding a new paragraph to read:

20' (30) employees of the Alaska State Health Resources Authority.

21 * Sec. 6. AS 39.50.200(b) is amended by adding a new paragraph to read:

22 (52) Alaska State Health Resources Authority (AS 44.87).

23 * Sec. 7. AS 44 is amended by adding a new chapter to read:

24 CHAPTER 87. STATE INSURANCE AUTHORITY.

25 Sec. 44.87.010. AUTHORITY CREATED; REQUIRED REIMBURSEMENT SYSTEM

26 AND UTILIZATION STANDARDS, (a) There is established within the Department of

27 Administration a nonprofit incorporated legal entity known as the Alaska Slate Health Resources

28 Authority.

29 (b) The authority shall, by July 1, 1992, establish and begin implementation of a health

30 care provider reimbursement system and utilization standards. The state, a municipality, or a

31 school district shall use the health care provider reimbursement system and utilization standards

WORK DRAFT WORK DRAFT WORK DRAFT
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1 established by the authority for eligible employees of the state, a municipality, or a school
2 district. With the approval of the authority, other employers in the state may use the health care
3 provider reimbursement system and utilization standards established by the authority.
4 (c) The authority shall, no earlier than July 1, 1992, establish a group health insurance
5 pool or pools of eligible employees of the state, a municipality, or a school district if the
6 employer has elected to participate in the group health insurance obtained by the authority and
7 may provide group health insurance to employees of other groups that elect to participate in the
8 group health insurance pool provided by the authority. Employees of other groups that elect to
9 participate shall use the reimbursement system and utilization standards established by the

10 authority.

11 (d) Upon application by an eligible state program, the authority may, beginning July 1,

12 1992, allow the eligible state program to participate in the group health insurance pool provided
13 by the authority.
14 Sec. 44.87.015. REQUIRED COOPERATION BY STATE AGENCIES. An agency of
15 the state that provides health care or that provides funds to purchase health care shall, to the
16 maximum extent possible, cooperate in the development of the use of the health care provider
17 reimbursement system and utilization standards established by the authority, including sharing
18 relevant information.
19 Sec. 44.87.020. BOARD OF DIRECTORS: ORGANIZATION, (a) The authority shall
20 be managed by a board of directors composed of nine members appointed by the governor. The
21 governor shall appoint at least one but not more than two members as representatives from each
22 of the following:
23 (1) the executive branch;
24 (2) labor organizations;
25 (3) school districts;
26 (4) municipalities:
27 (5) private sector employers:
28 (6) health care providers.
29 (b) Members of the board serve staggered terms of four years. The board shall elect
30 from its membership a president, vice-president, and secretary. Members of the board serve
31 without compensation but are entitled to receive per diem and travel expenses authorized for

CSSB 83IL&C) -4-



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

2 Sec. 44.87.030. GENERAL POWERS. The authority may

3 (1) beginning July 1, 1992, exercise the powers granted to insurers under the laws

4 of the state; if the authority acts as an insurer, the authority shall comply with the requirements

5 applicable to insurers under AS 21;

6 (2) sue or be sued;

7 (3) enter into contracts or agreements;

8 (4) establish administrative or accounting procedures;

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

10 (6) charge fees for providing administrative services;

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

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

13 Sec. 44.87.040. DUTIES OF BOARD; ANNUAL REPORT. The board shall

14 (1) in providing group health insurance required under this chapter, provide

15 comprehensive coverage at the lowest possible cost per eligible employee;

16 (2) provide to the governor and to the legislature an annual report covering the

17 previous fiscal year’s activities of the authority;

18 (3) review each application for a certificate of need under AS 18.07.041 and

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

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

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

22 Health and Social Services;

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

24 of the activities of the authority.

25 Sec. 44.S7.050. STAFF AND PROFESSIONAL SERVICES CONTRACTS. The

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

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

28 select and employ additional staff as necessary. Employees of the authority are in the exempt

29 service under AS 39.25.110. In addition to its staff of regular employees, the authority may

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

31 authority considers necessary for the purpose of developing information, conducting hearines,

W O R K  D R A F T  V  W 0 R K  D R A F T  W O R K  DRA.FT
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1 studies, investigations, or other proceedings, or otherwise exercising its powers.

2 Sec. 44.87.060. PROCUREMENT OF INSURANCE, (a) The authority shall, after

3 July 1, 1992, obtain a policy or policies of group health insurance covering eligible employees

4 of an employer that has elected to participate, from an insurer authorized to transact business in

5 the state under AS 21.09, or act as a self-insurer if the authority determines that self-insurance

6 can provide the desired insurance coverage and benefits at a lower cost per eligible employee.

7 (b) Except when acting as a self-insurer, the authority shall obtain group health insurance

8 in compliance with the provisions of AS 36.30 and shall make available bid specifications for

9 desired group health insurance benefits to all insurance carriers licensed in the state and qualified

10 to provide the desired benefits. The specifications shall be made available at least once ever}' five

11 years.

12 Sec. 44.87.070. ALASKA STATE HEALTH RESOURCES FUND. The Alaska state

13 health resources fund is created in the general fund. The fund consists of money appropriated

14 by the legislature. The fund shall be managed and invested by the board. The board may expend

15 money from the fund to carry out the provisions of this chapter.

16 Sec. 44.87.080. LNSURANCE PREMIUMS. The authority shall provide that sufficient

17 funds are collected to provide authorized benefits, reserves, and to pay the expenses of the

18 authority. Reserves remaining at the termination of an insurance contract shall be invested by

19 the authority in the same manner as retirement funds are invested under AS 14.25.180.

20 Sec. 44.87.090. PARTICIPATION; WAIVER, (a) The state, a municipality, a district,

21 or other employer in the state may participate in the group insurance coverage provided by the

22 authority. If the state, municipality, district, or other employer elects to participate, the state,

23 municipality, district, or other employer shall continue to participate unless a waiver is granted

24 by the board.

25 (b) In determining whether a waiver should be granted, the board shall establish

26 minimum benefit and financial standards for the desired group health insurance coverage. Die

27 minimum benefit and financial standards and the proposed time schedule for responsive offers

28 shall be sent to all participants at the time the request for proposal for the desired group health

29 insurance coverage is issued. A participant seeking a waiver of coverage shall match the

30 minimum benefit and financial standards set out in the request for proposal for the desired group

31 health insurance coverage. Participants shall submit documentation of their insurance coverage
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1 matching the board’s minimum benefit and Financial requirements before the deadline established

2 by the board. The board may approve or disapprove a waiver of participation based on the

3 documentation submitted by the participant regarding the benefit and financial standards

4 established by the board.

5 (c) A participant may separately provide for health insurance coverage additional to that

6 offered by the authority.

7 Sec. 44.87.100. DEFINITIONS. In this chapter,

8 (1) "authority" means the Alaska State Health Resources Authority;

9 (2) "board" means the board of directors of the Alaska State Health Resources

10 Authority;

11 (3) "district" has the meaning given in AS 14.17.250;

12 (4) "eligible employee" means an employee of a participant who qualifies for

13 group health benefits as determined by the participant;

14 (5) "eligible state program" means a program in which an agency of the state

15 provides health care or provides funds to purchase health care for persons who are not employees

16 of the state;

17 (6) "employer" means the state, a municipality, a district, a collective bargaining

18 unit, the board of a public corporation of the state created within a principal executive

19 department, a self-employed person, or a person employing one or more persons in a business

20 or industry;

21 (7) "fund" means the Alaska state health resources fund;

22 (8) "group health insurance" means coverage that may include life insurance,

23 accidental death and dismemberment, medical care and treatment, dental care, eye care, and other

24 group health coverage as determined by the authority;

25 (9) "municipality" includes a public corporation established by a municipality;

26 (10) "participant" means the state, a municipality, a district, or other employer in

27 the state;

28 (11) "reimbursement system" means a system or method that streamlines or results

29 in cost efficient payments to health care providers, and includes schedules of maximum allowable

30 reimbursement for health care related services based on geographic region*, actual provider costs,

31 and availability of services;

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
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1 (12) "state" means the executive, legislative, and judicial branches of state

2 government, and includes the University of Alaska and a public corporation of the state created

3 within a principal executive department;

4 (13) "utilization standards" means a system to monitor, track, and verify patterns

5 of treatment by health care providers that assures that cost efficient and cost effective care is

6 provided within accepted medical standards without reducing the quality of care.

7 * Sec. 8. REPORT. The Alaska State Health Resources Authority shall report to the Alaska State

8 Legislature by March 1, 1992, on the progress made by the authority in establishing a health care

9 provider reimbursement system and utilization standards.

10 * Sec. 9. This Act takes effect immediately under AS 01.10.070(c).
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1991 L E G IS L A T IO N  
P O S IT IO N  P A P E R  

D E P A R T M E N T  O F  A D M IN IS T R A T IO N

D iv i s io n  L abor R elations B il l  N u m b e r  CSSB 83________________

B il l  T i t l e  _ Act re la tin g  to the A laska S ta te  H ealth  R esources A uthority_______________________________

P o s i t i o n  S t a t e m e n t :  E x p la in  b r ie f ly  w h a t  b ill d oes, i t s  im p a c ts  a n d  D e p a r tm e n t ’s 
p o s itio n , i.e ., a )  s u p p o r t,  b) do n o t  su p p o r t,  c) n e u t r a l  o r d ) oppose.

We oppose th is  legislation for b udgetary  reasons.

T h is bill w ould estab lish  th e  A laska S ta te  H ealth  R esources A u thority  as a  nonprofit inco rporated  legal 
en tity , w ith in  the  D ep artm en t of A dm inistration ; the au th o rity  is to be m anaged  by nine (9) 
uncom pensa ted  d irecto rs appoin ted  by th e  Governor.

T he A laska S ta te  H ealth  R esources A u thority  would be charged w ith  th ree  (3) p rim ary  responsib ilities:

1. Issu in g  recom m endations on th e  effect of certificates of need (AS 18.07.071) on g roup in su ran ce  
costs, effective im m ediately .

2. By Ju ly  1, 1992, im p lem en t a  h ea lth  care provider re im b u rsem en t system  an d  u tiliza tion  
s tan d a rd s ; these  a re  m andato ry  for all public em ployers an d  m ay be v o lu n ta rily  u tilized  by o th er 
em ployers.

3. By Ju ly  1, 1992, estab lish  a  vo lun tary  h ea lth  in su ran ce  pool designed  to p u rch ase  o r provide 
affordable h ea lth  in su rance.

S ta te  agencies involved in  h e a lth  ca re /hea lth  in su ran ce  a re  to  cooperate in  developing th e  re im b u rsem en t 
system  an d  u tiliza tion  s tan d a rd s , th ro u g h  th e  sh a rin g  of in form ation. T he au th o rity  is to re p o rt its  
p rogress to th e  leg is la tu re  by M arch 1, 1992, an d  an n u a lly  th e rea fte r .

W hile we su p p o rt th e  objectives proposed in th is  legislation , we m u s t oppose th e  b ill’s proposed  effective 
d a te s  because im m ediate  im p lem en tation  will increase our FY 92 o p era tin g  budget beyond th e  level we 
believe appropria te . T he bill is o therw ise meritoriou® We believe th e  bill should  be given b u d g e ta ry  su p ­
p o rt in FY 93, along w ith  a  cost reduction  justification  offset.

A P P R O V E D :

D i r e c t o r  B ruce C um m ings___________________________ D iv i s io n  Labor R elations____________________

S i g n a t   D a te ____ I////? /

C o m m i s s i o n e r  M ille tt Keller

S i g n a t u r e  [ / I / I 1 1Q/V \ 1 1 \ \  y - ' _____________ D a te .

(For more information, call Barbara Pritchett 465-2200) Rev. 01728/91
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1991 LEGISLATION 
POSITION PAPER 

DEPARTMENT OF ADMINISTRATION

D ivision Retirement and Benefits Bill N um ber SB 83

Bill Title An Act relating to the Alaska State Health Resources Authority...

Position Statement: Explain b riefly  w ha t b ill does, its im pacts and  D ep artm en ts ' position ,
i.e. a) support^ b) do n o t support, c) neutra l or d) oppose.

This bill creates an  A uthority  w ithin the D epartm ent of A dm inistration  m anaged  by  a Board 
of Directors. By July 1992, the A uthority  will create utilization standards an d  reim bursem ent 
system s that will be used by participating g roups on a statew ide basis. A fter July 1992, the 
A uthority  will p rov ide  g roup  health  insurance to various public em ployers th roughout the 
State should  they  choose to elect to participate.

The bill does no t requ ire  the State to participate in  the insurance pool. The State m ay elect to 
do  so. It is anticipated  the Division of Retirem ent and  Benefits w ould continue to perform  
sim ilar adm in istra tive  functions regard ing  the health  p lan , w hether the S tate decided  to 
partic ipate  in  the pool or not.

Since the bill has no clear adverse im pact on this division and could p rov ide  m ore accessible 
and  m ore affordable health  insurance coverage for em ployers, the D epartm ent supports this
b il l .

APPROVED:

/ /  r-  0
Signature ^  "—

Com m issioner Millett Keller

S ignatu re_

Director Gary M. Bader
/ '*

Division Retirement and Benefits

Date Februrary 12, 1991

(For m ore in fo rm ation , call B arbara P ritchett 465-2200) Rev. 1/91
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1 9 9 1  L E G I S L A T I O N  
P O S I T I O N  P A P E R  

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

Division  L a b o r R e la t io n s ______________________________________ Bill N um ber  S B  83______________________

Bill T itle _ A c t re la t in g  to  th e  A la s k a  S ta te  H e a lth  R esou rces A u th o r ity ___________________________________

P osition  S tatem ent: Explain briefly what bill does, its impacts and Department’s 
position, i.e., a) support, b) do not support, c) neutral or d) oppose.

T h is  b i l l w ou ld  e s tab lish  th e  A la s k a  S ta te  H e a lth  R esou rces A u th o r ity  a s  a  n o n p ro fit  in c o rp o ra te d  le g a l 
e n t ity , w ith in  th e  D e p a rtm e n t o f  A d m in is t ra t io n ; th e  a u th o r ity  is  to be m an aged  by  n in e  (9 ) 
u n com pen sa ted  d ire c to rs  app o in ted  by th e  G ove rn o r.

T h e  A la s k a  S ta te  H e a lth  R esou rces  A u th o r ity  w ou ld  be charged w ith  th re e  (3 )  p r im a ry  re sp on s ib i lit ie s :

1. Is s u in g  re com m enda tion s  on th e  e ffe c t o f  c e rtific a te s  o f  need (A S  1 8 .0 7 .0 7 1 ) on g ro u p  in su ra n c e  
costs, e ffec tive  im m ed ia te ly .

2 . B y  J u ly  1, 1 9 9 2 , im p lem en t a  h e a lth  care  p ro v id e r re im b u rs em en t sy stem  an d  u t i liz a t io n  
s ta n d a rd s ; th ese  a re  m an d a to ry  fo r  a l l  p u b lic  em p loye rs  a n d  m a y  be v o lu n t a r i ly  u t i liz e d  b y  o th e r 
em p loye rs .

3 . B y  J u ly  1, 1 9 9 2 , e s tab lish  a  v o lu n ta ry  h e a lth  in su ran ce  p o o l d e s igned  t's ptircJi&se o r  p ro v id e  
a ffo rd a b le  h e a lth  in su ran ce .

S ta te  agencies in v o lv e d  in  h e a lth  c a re /h ea lth  in su ra n c e  a re  to  coope ra te  in  d e v e lo p in g  the  re im b u rs em en t 
sy stem  and  u t i liz a t io n  s ta n d a rd s , th rou gh  th e  s h a r in g  o f  in fo rm a t io n . T h e  a u th o r i t y  is  to re p o r t  its  
p ro g re ss  to  th e  le g is la tu re  b y  M a rch  1, 1 9 9 2 , and a n n u a lly  th e re a fte r .

W e  su p p o rt th is  le g is la t io n  as a p o te n tia l v eh ic le  to cu rb  e sca la tin g  h e a lth  c a re /h e a lth  in su ra n c e  costs. 
H ow eve r, we recogn ize  th a t  th e  b i l l m ay  re q u ire  techn ica l am endm en ts  fo r  c la r i t y  o r  to  im p ro v e  
o rg a n iz a t io n a l e ffic iency  (e .g ., s ta tu to ry  p la c em en t o f  a u th o r ity , fre q u en cy  a n d  n a tu re  o f  re p o r t s  to 
le g is la tu re , e tc .). W e do n o t an tic ip a te  a n y  change in  p os ition  as a  re s u lt  o f  such am en dm en t , b u t  w ill 
m od ify  o u r  p o s it io n  as necessa ry  on b i ll su b s titu te s .

APPROVED:

D irector  B ru c e  C um m ing s  ; Division  L a b o r R e la t io n s .______________________

S ig n n tu r e ^ T T ^ :^   Date____ L ________________________
—  ( - s  '  *

Com m issioner  M ille t t  K e l le r

S ignatu re  / ' f t . A  ^  D ate Z - / /  $  _ _ _ _ _ _ _ _ _ _ _ _

(F o r  m o re  in fo rm a tio n , ca ll B a r b a r a  P r i t c h e t t  465-2200) Rev. ol'28/91
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M E M O R A N D U M S t a t e  o f  A l a s k a

TO : Senator Drue Pearce d a t e
Chairperson
Senate Labor & Commerce Committee f i l e  n o .
Alaska State Senate 

TH RU : T E LEPH O N E  NO .

SUBJECT

f r o m :  Dave Walsl 
D irector 
Division of Insurance 
D epartm ent of Commerce

and Economic Development

March 1, 1991

(907) 465-2515 

CSSB 83

We have reviewed the following docum ents and they appear to respond to the 
points and concerns noted in the February 22, 1991 Position Paper from the 
D epartm ent of Commerce and Economic Development attached. The reviewed 
docum ents are:

CS for Senate Bill No. 83 (L&C) Work Draft 
Amendment to CSSB 83 (L&C) Work Draft
Amendment to CSSB 83 (L&C) Work Draft
Amendment to CSSB 83 (L&C) Work Draft
Amendment to CSSB 83 (L&C) Work Draft
Amendment to CSSB 83 (L&C) Work Draft

7-LS0305\G, Ford, 2 /2 8 /9 1  
7-LS0305\G. 1. Ford, 2 /2 8 /9 1  
7-LS0305\G.2, Ford, 2 /2 8 /9 1  
7-LS0305\G.3, Ford. 2 /2 8 /9 1  
7-LS0305\G.4, Ford. 2 /2 8 /9 1  
Page 3 Line 29, Ford, no date
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DEPAKTMENT OF COMMERCE & 

ECONOMIC DEVELOPMENT
OFFICE OF THE COMMISSIONER

FEB 2  5.199'
WALTER J. HICKEL, G OVERNOR

P. 0. BOX D
JUNEAU, ALASK A 99811-0800 
PHONE: (907) 465-2500

F e b ru a ry  25,  1991

Honorab le  Drue Pearce 
A la s k a  S t a t e  Senate 
P.O.  Box V 
Juneau ,  AK 99811

Dear S e n a to r  Pea rce :

P lease  a c c e p t  t h i s  l e t t e r  as a fo rm a l  r e t r a c t i o n  o f  th e  p o s i t i o n  
paper  on SB 83 d a ted  2 / 1 9 / 9 1 .  The mos t  c u r r e n t  p o s i t i o n  pap e r ,  
d a ted  2 / 2 2 / 9 1 ,  i s  a t t a c h e d .

The o r i g i n a l  b i l l  a n a l y s i s  was n o t  a f f e c t e d .

P/lease excuse  o u r  i g n o r a n c e  on t h i s  p r o c e d u r e .  I f  the  D e p a r t ­
ment  o f  Commerce and Economic Deve lopment  can be o f  any a s s i s ­
tance  t o  you i n  t h e  f u t u r e ,  p le a s e  do n o t  h e s i t a t e  t o  ask .

\ r * z '
v>

SV

LG/wfd4188W-l 
•22591a 
E n c lo s u re
c c :  S e n a to r  J im  Duncan

<ry , - r

'  o f  

^ / / /

o i -h : l h

S i n c e r e l y ,

. a r r y  Ga l loway  
S p e c ia l  A s s i s t a n t
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SB 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."

This department is in favor of this legislation with the changes noted below.

SB 83 would create a Health Resources Authority in the Department of 
Administration which would become the purchasing entity or may 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 SB 83.

1. Move Section 4 of the bill from Title 21 to another title.

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 21 is administered and 
regulated within the Department of Commerce and Economic 
Development while Section 4 is an1 authority administered under 
the Department of Administration.

2 . Eliminate regulatory oversight of the authority by the Division of 
In su rance.

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 may control and 
prevail. This arises if the authority elects to become a direct 
provider of coverage. To a large extent, tha t should be part of 
the responsibility of the authority Board of Directors.

3. Provide for legislative oversight of any move to provider status.

If the authority elects to become a direct provider of coverage, it 
basically enters an area that has been a subject for private 
enterprise. Such a move must, therefore, be subject to a process 
tha t assures that conditions w arrant such a move. This should 
be done only after appropriate hearings on the specific move and 
the Legislature has bad an opportunity to review the proposal.



P O S IT IO N  P A P E R  - SB  83
P a g e  2

4. Expand the report required in page 4 to include complaints 
against the authority as an element for review.

The fiscal activities of the authority are a reasonable measure of 
the financial activities and rate activities of the authority. An 
equally important activity is one tha t deals -with how the 
authority treats those it serves. Complaints are one measure of 
a 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 the cost-benefit analysis to biannual, rather than 
triannual.

A greater frequency of cost-benefit analysis is desirable. A 
two-year period would assure tha t each Legislature has an 
opportunity to see and review such information. The three-year 
approach would skip every other Legislature.

Glenn A. Olds, Commissioner

D ate:_____________ .1 — ? / _________

GAO/DK/dgl8929D
022291b
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SB 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."

This department is not in favor of this legislation as presently written.

SB 83 would create a Health Resources Authority in the Department of 
Administration which would become the purchasing entity or may become the 
provider of health insurance coverage for state employees, municipal employees, 
school district employees and other groups electing to participate.

We believe tha t this legislation effectively puts the state in the insurance 
business as either an agent or as an insurer. I t will adversely impact 
competition, and tends to create a monopoly either way. If the authority further 
concentrates insurance coverage in a single insurer as an agent or elects to 
become an insurer itself, other private insurers will be unable to continue to 
provide coverage at a reasonable expense level, thus resulting in higher costs of 
coverage. The remaining market will be too small to support more than a very 
few insurers, thus limiting choice and competition. I t is unlikely they will be 
able to compete with the state.

The legislation will adversely impact insurance agents currently making a living 
at selling health insurance. No data is available to quantify this impact.

Move AS 21 provisions to another title.

Expand the report required in page 4 to include complaints as an 
element for review.

Change the cost-benefit analysis to biannual rather than 
triannuai.

Provide for legislative oversight of any move to provider status.

Eliminate regulatory oversight of the Authority by the Division of 
Insurance.

Glenn a . uids, uommissioner 

Date: ~~ f  ? /

GAO/D K/dgl8929D 
021591a
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SB 83: "An Act relating to the Alaska State Health Resources
Authority; relating to the delivery, quality, and financing 
of healtn care for residents of the state, and to the 
issuance of certificates of need; and providing for an 
effective date."

This department is not in favor of this legislation as presently written.

SB 83 would create a Health Resources Authority in the Department of 
Administration which would become the purchasing entity or may become the 
provider of health insurance coverage for state employees, municipal employees, 
school district employees and other groups electing to participate.

We believe that this legislation effectively puts the state in the insurance 
business as either an agent or as an insurer. I t will adversely impact 
competition, and tends to create a monopoly either way. If the authority further 
concentrates insurance coverage in a single insurer as an agent or elects to 
become an insurer itself, other private insurers will be unable to continue to 
provide coverage a t a reasonable expense level, thus resulting in higher costs of 
coverage. The remaining market will be too small to support more than a very 
few insurers, thus limiting choice and competition. I t is unlikely they will be 
able to compete with the state.

The legislation will adversely impact insurance agents currently making a living 
a t selling health insurance. No data is available to quantify this impact.

Move AS 21 provisions to another title.

Expand the report required in page 4 to include complaints as an 
element for review.

Change the cost-benefit analysis to biannual rather than 
triannual.

Provide for legislative oversight of any move to provider status.

Eliminate regulatory oversight of the Authority by the Division of 
Insurance.

mmissioner

GAO/DK/dgl8929D
021591a
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WEPT. OF BIEAR/ril ANO SOCIAL SERVICES

DIVISION OF ADMINISTRATIVE SERVICES

J u n e  27, 1 9 9 1

D e a r  H e a l t h  C a r e  I n t e r e s t ,

W A L T E R  J . H IC K E L , G O V E R N O R

P.O. Box H
Ju n e a u ,  A laska  99811-0650 
Phono: (907) <165-3082
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A s  y o u  m a y  k n o w ,  S e n a t e  C o n c u r r e n t  R e s o l u t i o n  10, c r e a t i n g  t h e  
H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e ,  r e c e n t l y  p a s s e d  t h e  
L e g i s l a t u r e .  T h i s  T a s k  F o r c e  c o m b i n e s  t h e  m i s s i o n s  o f  t h e  
U n i v e r s a l  H e a l t h  C a r e  T a s k  F o r c e  a n d  t h e  H e a l t h  C a r e  C o s t  
C o n t a i n m e n t  T a s k  F o r c e .  H o w e v e r ,  t h e  f u t u r e  o f  t h i s  p r o j e c t  
r e m a i n s  u n c e r t a i n  d u e  t o  r e c e n t  b u d g e t  c u t s .  T h e  e n t i r e  f i s c a l  
n o t e  f o r  S C R  10 w h i c h  i n c l u d e d  f u n d i n g  f o r  p r o j e c t  s t a f f ,  t r a v e l ,  

a n d  c o n t r a c t u a l  s e r v i c e s  w a s  z e r o e d  o u t .

T h e  p r i m a r y  p u r p o s e  o f  t h e  H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  
i s  t o  r e c o m m e n d  t o  t h e  G o v e r n o r  a n d  L e g i s l a t u r e  a h e a l t h  c a r e  
p r o g r a m  c o v e r i n g  a l l  A l a s k a n s  a n d  a s t r a t e g y  t o  c o n t a i n  h e a l t h  c a r e  
c o s t s .  T h e  T a s k  F o r c e  is m a d e  u p  o f  17 m e m b e r s ,  w i t h  t h r e e  e a c h  
f r o m  t h e  S e n a t e ,  t h e  H o u s e ,  a n d  t h e  E x e c u t i v e  B r a n c h .  T h e s e  n i n e  
m e m b e r s  s e l e c t  t h e  r e m a i n i n g  e i g h t  p u b l i c  m e m b e r s .  T h e  S e n a t e  
m e m b e r s  a r e  S e n a t o r s  D u n c a n ,  C o l l i n s  a n d  K e r t t u l a .  T h e  H o u s e  
m e m b e r s  a r e  - R e p r e s e n t a t i v e s  E l l i s ,  B o y e r ,  a n d  N a v a r r e .  T h e  
E x e c u t i v e  B r a n c h  m e m b e r s  a r e  C o m m i s s i o n e r  T h e o d o r e  M a l a  ( D e p a r t m e n t  
o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ) , C o m m i s s i o n e r  M i l l e t  K e l l e r  
( 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 ) , a n d  C o m m i s s i o n e r  G l e n n  O l d s  
( D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t )  . F o r  t h e
p u r p o s e s  o f  g e t t i n g  t h e  T a s k  F o r c e  s t a r t e d ,  S e n a t o r  D u n c a n  a n d
R e p r e s e n t a t i v e  E l l i s  h a v e  a g r e e d  t o  s e r v e  a s  t e m p o r a r y  c o - c h a i r s  
u n t i l ,  a s  a c c o r d i n g  t o  S C R  10, t h e  T a s k  F o r c e  m e m b e r s  c a n  c h o o s e  

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

T h e  H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  i s  s o l i c i t i n g

a p p l i c a t i o n s  f o r  t h e  e i g h t  p u b l i c  m e m b e r s . P l e a s e  r e v i e w  t h e
a n n o u n c e m e n t  o n  t h e  b a c k  o f  t h i s  l e t t e r  a n d  r e p l y  b y  J u l y  1 2  i f  y o u  

a r e  i n t e r e s t e d  i n  b e i n g  c o n s i d e r e d .

T h e  m a i l i n g  a d d r e s s  f o r  t h e  T a s k  F o r c e  is:

H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  

P . O .  B o x  Y  
J u n e a u ,  A l a s k a  9 9 8 1 1

I f  y o u  w o u l d  l i k e  f u r t h e r  i n f o r m a t i o n ,  p l e a s e  c a l l  e i t h e r  S e n a t o r  
J i m  D u n c a n  a t  4 6 5 - 4 7 6 6  o r  R e p r e s e n t a t i v e  J o h n n y  E l l i s  a t  5 6 1 - 7 6 2 8 .  

I t  h a s  b e e n  m y  p l e a s u r e  t o  w o r k  on' t h i s  p r o j e c t .

S i n c e r e l y ,  * •

N a n c y  C o r n w e l l
P r o j e c t  D i r e c t o r ,  U n i v e r s a l  H e a l t h  C a r e  T a s k  F o r c e

06-F t05LH
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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

April 12, 1991

Honorable Drue Pearce 
Alaska State Legislature 
P.O. Box V (MS 3100)
Juneau, Alaska 99811

RE: Senate Bill S3

Dear Senator Pearce:

The Alaska Hospitals &  Nursing Homes Association, the Alaska Hospital Council, and the Alaska 
Medical Association have joined together to address the issues of health care cost and access.

Part of our effort has been the analysis of Senate Bill S3, (enclosed)
But more important, we otter our Council as a resource to the legislature on these complex and 
serious issues.

The Council will continue to meet over the summer with experts and participants alike, in an 
attem pt to assist the legislature in solving these problems.

Smcerely,

Ray Schalow

A l a s k a  I l o s p i t a l  C o u n c i l  • A l a s k a  I l o s p i i a l s  X  N u r s i n e  I l o m e s  A s s o c i a t i o n  • A l a s k a  S t a l e  M e d i c a l  A s s o c i a t i o n
-J 1117 L a u r e l  S t r e e t ,  A n c h o r a s i c ,  A l a s k a  9950,S (*)U7) 502-2062 ■ F A X  (907) 561-2003
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J u n e  27, 1 9 9 1

D e a r  H e a l t h  C a r e  I n t e r e s t ,

W A L T E R  J. H IC K E L , G O V E R N O R

P.O. Box H
Ju n e a u ,  A laska  99811-0650 
Phone: (907) 465-3082
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A s  y o u  m a y  k n o w ,  S e n a t e  C o n c u r r e n t  R e s o l u t i o n  10, c r e a t i n g  t h e  
H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e ,  r e c e n t l y  p a s s e d  t h e  
L e g i s l a t u r e .  T h i s  T a s k  F o r c e  c o m b i n e s  t h e  m i s s i o n s  o f  t h e  
U n i v e r s a l  H e a l t h  C a r e  T a s k  F o r c e  a n d  t h e  H e a l t h  C a r e  C o s t  
C o n t a i n m e n t  T a s k  F o r c e .  H o w e v e r ,  t h e  f u t u r e  o f  t h i s  p r o j e c t  
r e m a i n s  u n c e r t a i n  d u e  t o  r e c e n t  b u d g e t  c u t s .  T h e  e n t i r e  f i s c a l  
n o t e  f o r  S C R  10 w h i c h  i n c l u d e d  f u n d i n g  f o r  p r o j e c t  s t a f f ,  t r a v e l ,  

a n d  c o n t r a c t u a l  s e r v i c e s  w a s  z e r o e d  o u t .

T h e  p r i m a r y  p u r p o s e  o f  t h e  H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  
i s  t o  r e c o m m e n d  t o  t h e  G o v e r n o r  a n d  L e g i s l a t u r e  a h e a l t h  c a r e  
p r o g r a m  c o v e r i n g  a l l  A l a s k a n s  a n d  a  s t r a t e g y  t o  c o n t a i n  h e a l t h  c a r e  
c o s t s .  T h e  T a s k  F o r c e  i s  m a d e  u p  o f  1 7  m e m b e r s ,  w i t h  t h r e e  e a c h  
f r o m  t h e  S e n a t e ,  t h e  H o u s e ,  a n d  t h e  E x e c u t i v e  B r a n c h .  T h e s e  n i n e  
m e m b e r s  s e l e c t  t h e  r e m a i n i n g  e i g h t  p u b l i c  m e m b e r s .  T h e  S e n a t e
m e m b e r s  a r e  S e n a t o r s  D u n c a n ,  C o l l i n s  a n d  K e r t t u l a .  T h e  H o u s e
m e m b e r s  a r e  - R e p r e s e n t a t i v e s  E l l i s ,  B o y e r ,  a n d  N a v a r r e .  T h e  
E x e c u t i v e  B r a n c h  m e m b e r s  a r e  C o m m i s s i o n e r  T h e o d o r e  M a l a  ( D e p a r t m e n t  

o f  H e a l t h  a n d  S o c i a l  S e r v i c e s ) , C o m m i s s i o n e r  M i l l e t  K e l l e r  
( 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 ) , a n d  C o m m i s s i o n e r  G l e n n  O l d s  
( D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ) . F o r  t h e
p u r p o s e s  o f  g e t t i n g  t h e  T a s k  F o r c e  s t a r t e d ,  S e n a t o r  D u n c a n  a n d
R e p r e s e n t a t i v e  E l l i s  h a v e  a g r e e d  t o  s e r v e  a s  t e m p o r a r y  c o - c h a i r s  

u n t i l ,  a s  a c c o r d i n g  t o  S C R  10, t h e  T a s k  F o r c e  m e m b e r s  c a n  c h o o s e  

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

T h e  H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  i s  s o l i c i t i n g  

a p p l i c a t i o n s  f o r  t h e  e i g h t  p u b l i c  m e m b e r s .  P l e a s e  r e v i e w  t h e  
a n n o u n c e m e n t  o n  t h e  b a c k  o f  t h i s  l e t t e r  a n d  r e p l y  b y  J u l y  12 i f  y o u  

a r e  i n t e r e s t e d  i n  b e i n g  c o n s i d e r e d .

T h e  m a i l i n g  a d d r e s s  f o r  t h e  T a s k  F o r c e  is:

H e a l t h  R e s o u r c e s  a n d  A c c e s s  T a s k  F o r c e  
P.O. B o x  Y  

J u n e a u ,  A l a s k a  9 9 8 1 1

I f  y o u  w o u l d  l i k e  f u r t h e r  i n f o r m a t i o n ,  p l e a s e  c a l l  e i t h e r  S e n a t o r  
J i m  D u n c a n  a t  4 6 5 - 4 7 6 6  o r  R e p r e s e n t a t i v e  J o h n n y  E l l i s  a t  5 6 1 - 7 6 2 8 .  

I t  h a s  b e e n  m y  p l e a s u r e  t o  w o r k  on' t h i s  p r o j e c t .

S i n c e r e l y ,

P r o j e c t  D i r e c t o r ,  U n i v e r s a l  H e a l t h  C a r e  T a s k  F o r c e



HEALTH RESOURCES AND 
ACCESS TASK FORCE

SOLICITS PUBLIC MEMBERS
T h e  H e a l t h  R e s o u r c e s  a n d  Access T a s k  F o r c e  was c r e a t e d  
b y  the L e g i s l a t u r e  t o  recommend to t h e  G overnor and 
L e g i s l a t u r e  a h e a l t h  care program c o v e r i n g  all A l a s k a n s  
a n d  a s t r a t e g y  to c o n t a i n  health ca r e  costs.

T h e  T a s k  'Force is soliciting a p p l i c a t i o n s  for e i g h t  
p u b l i c  m e m b e r s  r e p r e s e n t i n g  the f o l l o w i n g  interests:

(1) m e d i c a l l y  indigent
(1) p r i v a t e  e mployers (not h e a l t h  c a r e  providers)
(2) h e a l t h  ca r e  providers
(1) h e a l t h  i n s u r e r  that offers h e a l t h  insurance in 

A l a s k a
(1) n o n p r o f i t  organizations
(1) c o n s u m e r  of health services, n o t  an e m p l o y e r  

o r  p r o v i d e r  
(1) l a b o r  o r g a n izations

If y o u  a r e  i n t e r e s t e d  in being considered, se n d  a r e s u m e  
(MAXIMUM O F  2 PAGES) TO:

. H e a l t h  R e s o u r c e s  and A c c e s s  T a s k  F o r c e  
P.O. Bom Y 

J u neau; Alaska 998 1 1

R e s u m e  m u s t  b e  p o s t m a r k e d  b y  J u l y  12, 1991. Rote o n  t h e  
r e s u m e  w h i c h  of t h e  p u b l i c  m e m b e r  c a t e g o r i e s  listed a b o v e  
y o u  b e l i e v e  y o u  b e s t  represent. F o r  f u r t h e r  information, 
ca l l  465-2933.
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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

April 12, 1991

f

Honorable Drue Pearce 
Alaska State Legislature 
P.O. Box V (MS 3100) 
Juneau, Alaska 99811

RE: Senate Bill 83

Dear Senator Pearce:

The Alaska Hospitals & Nursing Homes Association, the Alaska Hospital Council, and the Alaska 
Medical Association have joined together to address the issues of health care cost and access.

Part of our effort has been the analysis of Senate Bill 83. (enclosed)
But more important, we offer our Council as a resource to the legislature on these complex and 
serious issues.

The Council will continue to meet over the summer with experts and participants alike, in an 
attempt to assist the legislature in solving these problems.

wjgSm i

Smcerely,

v l A A - - — -
Ray Schalow

0  Alaska 1 lospiial Council • Alaska Hospitals «S Nursuii! 1 lomcs Association • Alaska Slate Medical Association C 
4107 Liurcl Street, Anchoraitc. Alaska W50S |«KI7) 5b2-2M*2 • l-'AX (4>07) 5r>l-2»W»3 \



Health Access & Cost Containment Council

POSITION PAPER 
in re: SB 83 

by
Joint Health Access and Cost Containment Council 

Alaska Hospital & Nursing Home Association 
Alaska Hospital Council 

Alaska State Medical Association

We do not support Senate Bill S3, and would like to layout the reasons for our opposition in a joint I 
response by our three organizations, representing Alaska’s hospitals, nursing homes and physi- 

i cians. O ur comments concern both the Health Care Cost Containment Task Force Report (or, 
HCCC Report) to the 17th Legislature, and its outgrowth legislation. SB 83.I

We share a deep concern about the crisis of the uninsured and the increasing costs of health care. 
We 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. I n our 
judgment, SB 83 does not adequately address either of these broad commitments.

j Before we comment on Senate Bill S3, we must first review the Health Care Cost Containment Task 
1 Force Report of February 1991 on which SB S3 is based. The report’s major contentions are that 
! Alaska health care costs are skyrocketing, and will be almost ?1() billion by the year 2000; and that, 
i the cause of this inflation is provider charges. SB S3 consequently proposes a reduction of those 

charges as the primary method of controlling health care expenditures. It also proposes, without 
saving how, to establish utilization standards to reduce the volume of services.

The HCCC Report is so poorly done that it is difficult to critique without redoing all the work. 
Throughout tne 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 dam using unstated statistical methodology. S ince  'hese pro­
jec tio n s  arc central to  the H C C C  Report's conclusions, it is im perative tha t the  m ethodo logy used hv 
fu lly  revealed a n d  com pletely  justified .

A l a s k a  I l o s p i t a l  C o u n c i l  • A l a s k a  I l o s p i t a l s  A  N u r s i n g  I I o n i c s  A s s o c i a t i o n  • A l a s k a  S t a t e  M e d i c a l  A s s o c i a t o n

•1IU71 .turcl S i r iv i .  Amltiiias:i.\ .M.ivk.i w5 iw  l-'AX (,*d” ) 5*>) 2iu>\



The projections seem to have been made by taking the rate of increase from a single y e a r-1979- 
8 0 -  and projecting forward for 20 years of compounded increases. However, 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 fa c t, as the C P I sh o rn , A la ska 's  rates in the  recent past have  
increased m o re  slow ly than 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 healthcare community built coronary and 
intensive care units, developed an adequate emergency medical services and transport system, built 
newborn and pediatric intensive care units, acquired CT scanners and so on. Further the state 
greatly expanded tiie Pioneer Home system, nursing homes and schools, public health nursing and 
village aide programs; and thereby created increased expectations in rural and bush Alaska for high 
quality local services. These represented huge capital outlays and have clearly driven the costs of 
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. T he  m o n ey  was spent, a n d  it sh o u ld  have been  sp en t—A la ska  was a m edically  underdevel­
oped  territoiy. These expenditures severely skew  the A la sk a  cost increase cuive. 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 HCCC 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 very latest percentage change in rates, then project it 
linearly forward to 2000, we find predicted health care costs for 2000 low er than those of 1990! A n  
un like ly  event, b u t the  result o f  sim plistic  sta tistical m odeling.

The IICCC 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 d e m a n d s -  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 born 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.



Purported to be a response to the problems identified in the HCCC 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 HCCC 
Report claims growth in this group from 40,000 to 90,000 in the last few years. And furthermore, 
publicity about SB S3 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.

Despite the 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. M edica id  a n d  M edicare  
re im bursem ent already is at or below  real cost. If the HRA lowers the rate it pays for care of its 
beneficiaries, the costs for taking care of the uninsured cannot be passed along to others, 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 HCCC R eport’s reference to the importance of controlling the costs of defensive medicine is 
ignored in SB S3. 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. And 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 ceilinc 
automatically becomes the new “ floor" which all providers will automatically charge, even those 
whose charges were originally lower than the ceiling. We 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 provide r'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.



What would the establishment and implementation of utilization standards really mean? First, 
there currently w e  no generally accepted standards -- medicine is not an 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 S3 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?

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.
How 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 CC 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. We 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 w ithout 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 FY 1990 and frozen them in place for FY 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 uninsurahle individuals, and state 
subsiilies of premiums for certain individuals.

•I



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 general public.

For all of the reasons cited in previous pages, the Joint I lea It h 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 S3. We stand willing and 
ready to assist in whatever way we can with a thouuhtful. careful analvsis of Alaska’s health needsJ J  w »

and its current health system. We 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 tire trying to
g°-

Respectfully submitted on behalf of the Joint Health Access and Cost Containment Council.

April 12,1991



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.

$10,001,000,000.00 
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$3,001,000,000.00 
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$1,000,000.00

1980 1985 1990 1995* 2000*

El 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



Health Access & Cost Containment Council

J a n u a r y  9, 19 9 2

T h e  H o n o r a b l e  J i m  D u n c a n  & J o h n n y  E l l i s  
C o - C h a i r

H e a l t h  R e s o u r c e s  & A c c e s s  T a s k  F o r c e  
P.O. B o x  Y

J u n e a u ,  A l a s k a  9 9 8 1 1  

G e n t l e m e n :

T h e  A l a s k a  P h y s i c i a n / H o s p i t a l  H e a l t h  A c c e s s  and C o s t  
C o n t a i n m e n t  C o u n c i l  ( A P H H A C C C )  l o o k s  f o r w a r d  to p r e s e n t i n g  a n d  
d i s c u s s i n g  w i t h  you on J a n u a r y  9, t h e  f o l l o w i n g :

A) A  p r o p o s e d  " C o m p r e h e n s i v e  H e a l t h  I n s u r a n c e  a n d  P a y m e n t  
R e f o r m  A c t  of 1 9 9 2 "  ( C H I P R A ) , a n d

B) T h e  A P H H A C C C  c o m p a r i s o n  o f  C H I P R A  w i t h  SB 83, t h e  
A l a s k 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  Act.

W e  s t r o n g l y  u r g e  y o u  t o  s u p p o r t  l e g i s l a t i o n  t h a t  r e f l e c t s  
t h e  T a s k  F o r c e ' s  c o m b i n e d  c o n c e r n s  in s i m u l t a n e o u s l y  a s s u r i n g  
a c c e s s  to c a r e  for all A l a s k a n s  a n d  f i s c a l  r e s p o n s i b i l i t y .

P l e a s e  k e e p  in m i n d  t h a t  t h e  c u r r e n t  C H I P R A  p r o p o s a l  is t h e  
w o r k  o f  t h e  c o u n c i l ' s  m e m b e r s  a n d  a d m i n i s t r a t o r s .  It n e e d s  y o u r  
r e v i e w  a n d  input, and it n e e d s  t h e  r e v i e w  a n d  input of h e a l t h  
p r o v i d e r s  a r o u n d  the s t a t e .  W o r k i n g  t o g e t h e r ,  we c a n  a c h i e v e  
m e a n i n g f u l  h e a l t h  c a r e  r e f o r m  in A l a s k a .

S i n c e r e l y ,

J e n n i f e r  C h r i s t i a n ,  M.D. 
C o - C h a i r ,  A P H H A C C C

Alaska Hospital Coundl • Alaska Hospitals Nursing Homes Association • Alaska State Medical Associaton
<107 Lionel Sircci, A/vtvnnije, AU>U 99M6 (V07)M2-2M2 • FAX (907; M l -2063



Health Access & Cost Containment Council
I

T h e  c o m p r e h e n s iv e  h e a l t h  i n s u r a n c e  a n d  p a y m e n t  R efo rm  a c t  o f  1992 
(CHIPRA): AN OUTLINE FOR MODEL H E A L T H  C A R E  REFORM LEGISLA TION

JANUARY 6, 1992
I

D R A F T
I

I :  IN T R O D U C T IO N : The C om prehensive  H ealth  Insurance  and  Paym ent Reform
Act of 1992 (CHIPRA) establishes access by the peop le  of Alaska to a program  of 
basic health care benefits that utilizes m arket forces to restrain spiralling costs.
CHIPRA creates an  insurance pool an d  a b road -based  preferred provider o rga­
nization th ro u g h  w hich  providers  agree to d isco u n t fees to pool members.
Creation of the PPO  is predicated upon  fu ndam en ta l tort reform, p rom pt pay ­
m ent of claims, un iform ity  of utilization rev iew  s tan d a rd s  and use of a s tan ­
d a rd  health claims form. I

I
CHIPRA does no t replace existing insurance program s, which remain free to 
compete w ith C H IPR A  policies in the m arketplace. CHIPRA can be utilized by 
the currently  in su red  as well as by the un insured  and  uninsurable. Small 
businesses m ay  also participate.

Participation in the insurance pool is open to ind iv idua ls  and groups of em ­
ployees on an elective basis. A single p rem ium  structure , based on sex and  
age, will be m an d a ted  regardless of g roup  size. F und ing  will be by a 
combination of ind iv idua l contributions, use  of the Perm anen t Fund 
d iv idend on a sliding-scale based on income, and by a sales tax on the purchase 
of products associated w ith  a high risk of disease or injury. A special tax on 
companies selling health  insurance in A laska but n o t  offering CHIPRA poli­
cies is inc luded  as an additional revenue enhancem en t option. Insurance 
policies will be sold by private  insurance agents or, in the case of large 
employee g roups , can be purchased  directly from the carrier. Any carrier m ay 
offer, and any  insurance  agent m arket CHIPRA policies, in much the sam e 
fashion that A laska  lending institutions m arke t hom e  m ortgages sponsored  by 
the Alaska H o u s in g  Finance C orpora tion  in com petition  w ith  traditional 
m ortgage in s tru m en ts .

CHIPRA's coverage provisions contain s trong  financial incentives for 
prom oting  p rev en tiv e  health  services.

A l a s k a  H o s p i t a l  C o u n c i l  • A l a s k a  H o s p i t a l s  &  N u r s i n g  H o m e s  A s s o c i a t i o n  A la s k a  S ta t e  M e d i c a l  A s s o c i a t o n
■1107 | .iurel Sireet, Anchorage. Al.ukj ‘795OS (907) 561-26o2 FAX (907) Sol -2063



C H I P R A :  A N  O U T L I N E  F O R  H E A L T H  C A R E  R E F O R M  L E G I S L A T I O N .  J A N U A R Y  6 . 1992. p .  2

A re im bursem ent and benefits rev iew  com m ission  is established in o rd e r  to 
negotiate fee discounts; reco m m en d  an d  pub lish  reasonable, v o lu n ta ry  reim ­
bursem ent schedules; publish a list of services or procedures tha t are  not 
covered by the program ; establish a set of un ifo rm  utilization rev iew  
standards; and set paym ent ceilings for p rov iders  w ho  increase charges in 
excess of the annual rate  of increase  of the C onsum er Price Index, un less  such 
increases can oe justified to the C om m ission . Publication of the 
re im bursem ent schedule, coupled  w ith  m a n d a to ry  disclosure of in d iv id u a l 
provider fee schedules upon  pa tien t  request, will exert potent m arke t 
pressures to eliminate "outlier" fees.

II: P R O V IS IO N S

A. C r e a t io n  o f  a  R e im b u r s e m e n t  a n d  b e n e f i t s  r e v i e w  C o m m i s s i o n :

An ind ep en d en t commission shall be established and shall, on a defined , regu­
lar basis: review and am end  the basic  health  benefits package; negotia te  the 
provider discount; establish and  p ub lish  a vo lun ta ry  fee schedule for p roce­
dures; rev iew  and  define non-covered  services; rev iew  and define ineffica­
cious services; establish a un iform  set of utilization review  s tandards ; an d  col­
lect, review  and evaluate data  on the  perform ance and effectiveness of the p ro ­
gram. The Com m ission shall be em p o w ered  (and funded) to hire  na tionally  
recognized expert consultants to assist it in these determinations. The results 
of these determ inations shall be p u b lish ed  an d  d istributed  to all P e rm anen t 
Fund d iv idend  recipients on an annual basis, a long with the P e rm an en t  Fund 
dividend application.

Should the rate of increase in som e p rov iders ' charges exceed the ra te  of 
increase of the C onsum er Price Index  for the m ost recent 12-month period , the 
Commission shall be au thorized  to invoke lim iting charge levels on  the 
providers  involved, unless the increases can be justified to the C om m ission . 
This provision applies equally  to ind iv idua l and  institutional p rov iders .

The Com m ission shall consist of tw o  represen ta tives  of each of the following 
interest groups: hospitals, physicians, em ployers, tne health insu rance  in d u s ­
try and the public. M ethod of selection, terms of appointm ent, salaries, su p ­
porting staff and means of enforcing its decisions are to be defined.

B . D e f i n i t i o n  o f  h e a l t h  b e n e f it s  p l a n :

A basic bu t com prehensive health p lan  w ou ld  be defined and ad op ted . The 
waiting period for pre-existing conditions shall not exceed one year. The plan 
shall be defined as the covered set vices currently  provided to State of Alaska 
retirees, modified as follows:
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1. Basic inpatient and outpatien t services are  covered according to the scope 
of coverage defined below. These inc lude indica ted  laboratory  and 
radiological studies.

2. The deductible and co-insurance shall be w aived  for a p p ro v ed  routine 
preventive services to adults and  for p rena tal,  w ell-babv and well-child 
care. Limits shall be im posed on the n u m b er  of "w aivered"  services per 
calendar year.

3. N on-covered  services:
a: Dental care other than em ergency  extractions and  repair of trauma, 
b: Corrective lenses other than after ocular su rg e ry  or for conditions 

other than myopia, hyperopia , p resbyop ia  and  regu la r  astigmatism, 
c: Cosmetic surgery other than  for m ajor congenital deformities, trauma, 

cancer and related conditions, 
d: Inpatient care for substance abuse, o ther than  for the imm ediate, life- 

threatening consequences thereof (lifetime benefit of one covered 
inpatient recreational d ru g  overdose  episode), 

e: Experimental treatm ents or p rocedures , 
f: Chiropractic services, 
g: Hom eopathic  and  na tu ropa th ic  services.
h: Treatments or procedures  defined by  the R eim bursem en t and  Benefits 

Review Commission as inefficacious or of doub tfu l value for the 
preservation of or im p ro v em en t in  the qua lity  of life.

C. SCOPE o f  COVERAGE: A deductible  of $1000 per  partic ipan t per year shall apply, 
w ith  a m axim um  out-of-pocket limit of $5,000 per family. The p lan  will pay 
80% of the balance after the deductible  has been met. The deductible and  co- 
insurance  shall be on sliding scale for those receiving o ther  low-income 
benefits and shall be waived for ap p ro v ed  rou tine  p reven tive  care for adults 
an d  for routine prenatal and well-baby a n d  well-child  care. An annual limit 
shall be established for these "w aivered"  services. Participants m ay  opt for 
low er deductibles and co-insurance, bu t the costs of such additional 
p rem ium s shall be borne by the pa rtic ipan t a n d / o r  the em ployer, and not by 
the pool. There will be a lifetime annual benefit lim it of S I ,000,000 per 
subscriber.

D . C r e a t io n  o f  i n s u r a n c e  p o o l  a n d  p r e f e r r e d  p r o v i d e r  O r g a n i z a t i o n : 
P a y m e n t  o f  P r e m iu m s : e l i g i b i l i t y :

1. An insurance pool is created to obtain coverage for its m em bers at an 
initial discount of 5% below p rov iders ' charges to the Alaska Medicaid 
program  for 1991. A participating p ro v id e r  m ay  not collect m ore than 95% 
of such charges from all sources. N e w  prov iders  will be re im bursed at 957o 
of the average 1991 Alaska M edicaid charges for their geographic areas.

2. Individuals, employees and  g roups of em ployees are eligible to participate.
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3. There shall be a w aiting period  of no m ore than one year for pre-existing 
conditions. Prem ium s will be based on age and sex, (no experience rating) 
although discounts shall be g ran ted  to non-smokers.

4. Premiums may be pa id  by a com bination  of em p lo y ee /em p lo y e r  con tribu­
tions, individual p aym en ts ,  or assignm ent of all or part of the Perm anent 
Fund dividend. A sales tax on the purchase of products  associated w ith  a 
high risk of disease or in jury  shall be levied if actuarial s tudies or 
experience with the p ro g ram  reveal a shortfall. A tax m ay  also be levied 
on companies selling health  insurance  in Alaska w ho do not offer policies 
under the CHIPRA program .

5. Any person wishing to partic ipa te  in the p rogram  must be eligible to re­
ceive a Permanent F und  d iv idend .

6. All insurance carriers m ust pay , deny or challenge in writing claims 
within 15 working days of receipt by the all-payor claims clearing house (cf. 
item M), with interest penalties  payable  thereafter, p rov ided  the claim 
form is fully completed.

E. PROVIDER CHARGES: Providers  shall maintain a single fee or charge schedule 
for services, except w hen  sepa ra te  schedules are a requ irem ent of law  or 
regulation, or when separa te  schedu les  are negotiated w ith an entity (not an 
individual or a family) p u rch as in g  or contracting for health services to a 
population group. This (these) schedule(s) shall be m ade  available u p o n  
request to members of the g roup(s)  to which they apply.

F. G e n e r a l  H e a l t h  I n s u r a n c e  P r o v i s i o n s  (for CHIPRA and non-CHlPRA 
policies). All health insurance  carriers  do ing  business in Alaska shall:

1. Accept the 1992 revised H C FA  1500 form as the s tandard  form for all 
claims.

2. Adopt the utilization rev iew  s tan d a rd s  as defined by the R eim bursem ent 
and Benefits Review C om m ission .

3. Adhere to the same s tan d a rd s  for claims paym ent as CHIPRA participants.

G : M E D IC A L  L IA B IL IT Y  R E F O R M : Based on the uniform  s tandards  for m edical 
malpractice cases outlined in the Health  Equity and  Access Im provem ent Act 
of 1991, central elements of m alpractice  reform  u n d er  CHIPRA shall be:

1. Expedited medical m alpractice  settlements
2. Alternative d ispu te  reso lu tion ,
3. Mandatory periodic pay m en ts  of aw ards,
4. Caps on non-economic dam ages ,
5. Limitation on attorney  fees.
6. Several liability for non-econom ic  dam ages
7. Uniform statute of lim itations.
8. Protection for certain high-risk  specialties (e.g., obstetrics).
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H: St a n d a r d iz e d  u t il iz a t io n  Review  M o n it o r in g  System : All hospitals 
w ith a bed capacity in excess of 100 w o u ld  be  requ ired  to establish a multidisci­
plinary team w hose  purpose  is to im p le m e n t  a utilization and ou tcom e ori­
ented approach  to hospitalization, based  on un ifo rm  guidelines established by 
the Commission. The hospital will p ro v id e  annual reporting data  to the 
Commission. The hospital will be at risk financially for prescribed s tandards  
of utilization and will be prohibited  from  billing any third party or patient for 
defined excess utilization. Third p a r ty  u tiliza tion  will be eliminated for large 
hospitals u n d e r  tins approach.

I: EMPLOYER PROVIDED COVERAGE: All em p loyers  hav ing  five or m ore  full­
time employees w ould  be required  to p ro v id e  basic health insurance coverage 
to employees and. their dependents  th ro u g h  the basic health plan pool if they 
are not a lready provid ing  other health  in su ran ce  w ith  the same basic benefits. 
Employers a lready provid ing  other insu rance  m ay  switch to a CHIPRA policy; 
differences in deductibles, co-insurance, etc. (if any) will then have  to be 
settled between employer and  em ployees on the  sam e basis as any  change in 
employee benefits.

J: C O M PL IA N C E  BY A LL  STATE A N D  FE D E RA L  A G E N C IE S : All federal and  state agen­
cies w ho are provid ing  health care in A laska shall com ply with the  same 
rules and regulations that apply  to the p r iv a te  sector. This includes licensure 
and certificates of need, as examples. The in ten t  of this provision is to begin 
the process of levelling the playing field as the Com m ission a ttem pts  to 
reduce rate of increase in health care spend ing .

K : C ERT IF ICA TE  j f N e e d  R E F O R M : The certificate of need  law will be am ended to 
require all institutional providers of health  services to be in compliance with 
it.

L : H O S P IT A L  PR IC E  R E V IE W : All hospitals will be requ ired  to  subm it annual rate 
information. The information will be in a p rescribed  form at and  will enable 
the Commission to m easure the actual increase  in rates proposed. Any 
hospital increasing its rates faster than the CPI m u st request a rate  review 
hearing before the Commission. The resu lts  of the review  will be m ade 
available to the public, in sufficient detail an d  clarity to justify the increase.
An appeal m echanism  shall be established.

M: ALL PAYOR CLAIMS CLEARING HOUSE: All claims for services p rov ided  under 
all insurance program s doing business in  the state  shall be subm itted 
[electronically] to a single claims pay ing  clearing house. The clearing house 
will process claims and remit paym ent w ith in  15 days  of entry into the sys­
tem. In addition, the clearing house shall abstrac t claims data for routine 
submission to the Commission. Insu rance  com pan ies  operating in the state 
will bear the cost of the clearing house and  will be prohibited  from  incorpo­
rating the costs into the group rating process.
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N: MEDICAID ELIGIBILITY TECHNICIANS: All hospitals w ith  m ere  than  100 beds 
will be required to employ eligibility technicians for the p u rp o se  of providing 
assistance to the population; the technicians shall be depu tized  by  the state to 
m ake  eligibility determ inations for M edicaid and GRM. The hospital will be 
requ ired  to adhere to all state requ irem ents  in the conduct of this activity.
The in tent of this provision is to p rov ide  greater access to the M edicaid and 
GRM programs, possibly increasing  the nu m b er of enrollees and  reducing the 
u n in su re d  population.

O: LICENSURE: All institutional health  care p roviders  de term ined  by  the au thor­
ity to be essential to the cost efficiency of the health care svstem will be re­
quired  to obtain a state license. The state will establish m in im um  licensure 
s tan d a rd s  for each type of institu tional health  care provider, and  will require 
evidence that the provider, p rio r  to being granted a new  or renew al license, 
has conformed to the applicable certificate of need laws.
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H e a l t h  a c c e s s  a n d  c o s t  C o n t a in m e n t  C o u n c i l  (HACCC)
January  4,1992

COMPARISON OF HACCC'S COMPREHENSIVE HEALTH INSURANCE AND PAYMENT
Reform  a c t  (CHIPRA) w ith  SB83

O V E R V IE W : Health  care reform  is rap id ly  becom ing the lead ing  political issue in the 
U.S. Costs are g row ing  rapidly . M any  Americans are afra id  to change jobs for fear 
of losing their coverage. Still o thers , as m any  as 37 m illion, are un insu red , and  fear 
financial ru in  in  the even t of a ser ious  illness or injury. In Alaska, however, 
accord ing  to recent opinion polls, health  care does not yet occupy first place. The 
p u rp o se  of H A CCC's p roposal, k n o w n  as the C om prehensive  H ealth  Insurance and 
P ay m en t Reform Act of 1992 (or CHIPRA) is to em bark  on com prehensive  health 
care reform  now , ra ther than w h en  health care has reached  true crisis proportions 
in Alaska as it a lready has e lsew here  in the country. C H IPR A  is based partly on 
p rev ious  legislative initiatives a n d  on the reco m m en d a tio n s  of various w ork  
g roups  an d  task forces. CHIPRA assumes that all the partic ipan ts  in the health care 
debate  will be willing to add ress  objectively the m u lt i tu d e  of prob lem s that exist 
a n d  be willing to achieve a w orkab le  compromise.

The H A CC C 's proposal is tru ly  com prehensive, w hereas  SB83 represents a 
f ragm en ted  approach  that deals  only  w ith prov ider price  control and  utilization 
rev iew  s tandards , m andated  for a single segm ent of the a lready-insured: State 
em ployees. SB83 addresses real insurance reform, as well as the issue of coverage 
for all A laskans other than State and  other public  em ployees on a "m ight do" basis. 
In o ther w o rd s, SB83 m andates lim ited  reform s o n ly  fo r  serv ices to public  
em p lo yees , w h ile  reform  for se rv ices  to everyone else, even  lim ite d  reform , is 
c o n tin g e n t upon unspecified  co n d itio n s . The likelihood is that none of SB83's 
p rov is ions  will ever be app lied  to o ther Alaskans.

SB83 has been vigorously p ro m o ted  as dealing w ith the un insu red , yet a careful 
read ing  of the bill reveals that this unfortunate  part of o u r  popu la tion  is, in fact, left 
in the political never-never land of "maybe." To use the un in su red  as a banner be­
h in d  w hich  to rally su p p o r t  for SB83, while in fact g iv ing  them  little more than a 
political prom ise to pe rhaps  do som ething  in the fu tu re  is less than forthright.

C H IP R A , on the o ther  ha n d , m akes the u n in su re d , u n d c r in su re d  and  u n in su ra b le  
its  first p rw r ity . The Council believes that their needs take priority  over the needs 
of State em ployees w ho  a lready  have  m ore-than-adequate  coverage. State 
em ployees  are neither at risk of losing their health benefits  nor of being financially 
ru in ed  by  illness or injury.

C H IPRA  also provides insurance  relief to small business as an integral part of its 
p rog ram , w hereas SB83 addresses  the needs of small business, like those of the 
u n in su red ,  as a lower priority, to be accomplished only on a conditional basis.

W hat follows is a com parison  of the two proposals detail by detail in  tabular form.



CHIPRA S B 8 3

C om prehensive  health  care reform 
affecting all Alaskans, universal access, 
market-based price controls. CHIPRA 
advocates system -w ide reform, with 
ind iv idualized  price controls and 
utilization review  s tan d a rd s  being only 
two facets of a solution to a very 
com plex problem.

WHAT IS PROPOSED:

CHIPRA proposes com prehensive 
health  care, health  insurance, utiliza­
tion review, p rov ider p aym en t and tort 
reform  affecting all Alaskans. In so 
do ing  it assures universal access to a 
basic health benefits package.

The second major difference between 
CHIPRA and SB83 is that CHIPRA 
prov ides  coverage for the uninsured, 
underin su red  and  un insurable  as an 
essential element, no t as a contingency 
to be addressed after the costs of 
insurance for State employees is 
controlled. State employees already 
have excellent health  insurance, for 
w hich they pay no part of the 
p re m iu m .

A third difference is that CHIPRA 
prov ides  relief for small businesses as 
ano ther  essential elem ent, not as a 
contingency

Basic  P rinciples o f  H ealth  C are 
REFORM:

CHIPRA defines a set of basic principles 
as an essential elem ent in health care 
reform, as follows:

U n d e r l y i n g  p u r p o s e :

Im p lem e n ta t io n  of gov e rn m en t price 
contro ls  an d  u tilization review  
s tan d a rd s  for health services to public 
em ployees. SB83 advocates price 
controls as a precursor to system -w ide 
reform , w h ich  the bill does no t address

SB83 p ro p o ses  control of provider re ­
im b u rse m e n ts ,  insurance  reform an d  
im posit ion  of an add itional utilization 
rev iew  sys tem  only for State of Alaska 
and o th e r  public  employees. Extension 
of re fo rm s to others is pure ly  discre­
tionary. It does  no t assure universal 
access. In fact, the "m ust do" sections of 
the bill deal only w ith  "public 
em p loyees"  and  their dependents . 
E very th ing  else is a "maybe." (Sec. 8, 
fc-e).

SB83 offers no  d e a r  definition of princi­
ples. This is a critic?1 omission in any 
plan to re fo rm  the health care system.
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ACCESS: Each Alaskan should  have ac­
cess to high quality basic health care, d e ­
fined later in the proposal.

CHOICE: C onsum ers  should  have free 
choice of providers

RESPONSIBILITY: C onsum ers  m u s t  take 
responsibility  for their lifestyle choices 
a n d  be aware of the costs of these 
choices. A ny health care reform  m ust 
p ro v id e  incentives to avoid abusive life 
styles and to obtain preventive care.

COST SHARING: Consum ers should  
share  in meeting som e of the costs of 
health  care.

M arket  En v ir o n m e n t : A free m arket 
env ironm ent,  w ith  app rop ria te  re ­
stra in ts  on cost increases, allows alter­
native  approaches an d  stim ulates in­
novation , research an d  competition.

CAPITALIZATION: Adequate  capitaliza­
tion of the health  care delivery system 
m u s t  be assured

STANDARDS: Covered services m ust be 
based  on scientifically based, nationally 
recognized s tandards  of acceptability 
a n d  efficacy.

PREVENTION: Successful reform m ust 
p ro v id e  tangible financial incentives 
for seeking an d  obtaining preventive 
care

D efinition  o f  benefits p a c k a g e :

CHIPRA defines a basic health care ben- No definition of a basic health  care ben­
efits package. It says up  front w ha t is efits package is p rov ided ,
a n d  is not covered.
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All Alaskans w ho quali/v  for the 
Perm anen t Fund d iv idend .

E l i g i b i l i t y :

T H E  U N IN S U R E D  &  SM A L L  BU S IN E SSE S :

CHIPRA provides coverage for the 
u n in su red , u n d e r in su red  and u n insu r-  
able as a first step. This provides true 
universal access.

CHIPRA provides affordable insurance 
to small businesses as an essential 
ingred ien t of true health  system 
reform .

MEDICAL LIABILITY REFORM:

CHIPRA m andates  com prehensive  tort 
reform  as an essential element of 
health  care delivery reform.

F U N D IN G :

CHIPRA has a specific funding  m echa­
nism, utiliz ing a com bination of the 
P erm anen t Fund D ividend p rogram , 
em ployer and  indiv idual contributions, 
and  a new  sales tax on the purchase of 
p roducts  associated w ith a high risk of 
disease or injury.

Only "pub lic  employees" and their de ­
pendents . ' O ther employers m ay elect 
to use  the re im bursem en t system and 
u tiliza tion  rev iew  standards, if the use 
is a p p ro v e d  by the authority."

The H ealth  A uthority  " m a y  begin to 
procure"  insurance  after July, 1, 1992 
for the u n in s u re d  and  for those not 
falling into the category of public em ­
ployees. This provision leaves every ­
one o u ts id e  the public sec to r- inc lud ing  
the u n in s u re d  and small b u s inesses- to  
the v ic iss itudes  of political and 
b u d g e ta ry  contingencies.

In o ther w o rd s ,  SB83's first priority' is to 
takes care of the needs of those who 
a lready  h av e  excellent health 
in su ran ce .

SB83 no t on ly  does nothing to reform 
m edical liability, it actually reinforces  
the cu rren t liability system by factoring 
the costs of m alpractice insurance into 
the n ew  re im b u rsem en t system.

SB83 has  no  specific funding provision. 
It m en tio n s  "potential savings if 
approx im ate ly  135,000 [public 
em ployees a n d  dependents] participate" 
in the p ro g ram . Monies for supporting  
the n ew  State bureaucracy, the Alaska 
State H ea lth  Resources Authority, will 
be a p p ro p r ia te d  by the legislature.

C H I P R A - S B 8 3  C O M P A R I S O N  D O C U M E N T ,  p .  4



CH IPR A

CHIPRA creates a R eim bursem ent and  
Benefits Review Commission. Its 
m em bership  will be from the public, 
insurance  industry , p rov iders  and  
em ployers. O n  a regular basis it shall 
pub lish  a volun tary  fee schedule  which 
shall be readily  available to consum ers; 
negotiate  and  renegotiate p rov ider  
discounts; rev iew  and redefine, if 
necessary, covered and  non-covered 
services and establish a un ita ry  
utilization rev iew  program  for all 
health  insurance program s in the state. 
The C om m ission  will be au thorized  to 
fix fees should  they rise faster than the 
C o n su m er Price Index. Even including 
staff, the Com m ission 's  size will be lim ­
ited.

P r o v i d e r  p a y m e n t  r e f o r m :

U n d er  CHIPRA each provider w ould  be 
requ ired  to m ain tain  a single, uniform  
fee schedule for all patients, initially 
defined as that provider's  fees charged 
to the Alaska M edicaid p rogram  in 
1991. The fee schedule w ould  be 
available to patients upon  request. 
R eim bursem ents  under the CHIPRA 
insurance program  w ould  be at a 
negotia ted  d iscount from this fee 
schedule, initially set at 5%, b u t 
r e n e g o t i a t e  annually.

Shou ld  the rate  of increase in some 
prov iders ' charges exceed the rate of 
increase of the Consum er Price Index 
(CPI) for the m ost recent 12-month 
period , limiting charge levels will be 
im posed  on the providers involved 
unless the rate of increase can be 
justified .

C r e a t i o n  o f  a  n e w  s t a t e  b u r e a u c r a c y :

SB83 creates the Alaska State Health 
A uthority  (ASHRA) w ith in  the 
D epartm ent of A dm inistra tion. It will 
develop and im plem en t a fee schedule 
and utilization review  s tan d a rd s  that 
apply only to its beneficiaries. It has the 
au thority  to act as self-insurer, which 
gives it the potential for becom ing a 
truly enorm ous bureaucracy. SB83's 
approach  adheres to tire philosophy 
that governm ent can fix any  problem, 
and that more and bigger governm ent 
is better.

No provision is m ade  for pub lish ing  
and d issem inating the ASHRA fee 
schedule.

The insurance pool created by SB83 
would set a s tandard  fee schedule for all 
providers, by geographic area. There is 
no provision for negotia tion  or appeal 
of ASHRA's decisions. SB83, while cit­
ing economy of scale in purchasing  
g roup  health insurance--a m arke t 
m e ch a n ism -m a n d a te s  com plete  gov­
ernm ent setting of p rov ide r  re im ­
bursem ents , with not even a token in­
volvem ent of providers. A 60 day  
public com m ent period is p rov ided  
initially, but there is no provision for 
fu ture  com m ents, m uch  less 
negotiations. Even na tional health 
program s, such as C anada 's ,  provide for 
regular negotiations w ith  providers.
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The rate of increase in charges by 
institu tional p ro v id e rs  will be subject 
to a similar m ech an ism  if the rate 
exceeds the increase :n the CPI.

P r o v i d e r  d a t a  R e p o r t i n g :

CHIPRA and  SB 83 are in agreement 
on the need  for m ore  information. 
CHIPRA w an ts  data  to judge efficacy of 
services an d  to res tra in  increases in 
costs.

U TILIZATION REVIEW:

CHIPRA m an d a te s  a single utilization 
review  p ro g ram  for all health insurers 
doing business in  Alaska. This w ould  
replace the cu rre n t  m ultitude  of differ­
ent, and  som etim es contradictory u ti­
lization rev iew  p rogram s.

B r o a d  I n s u r a n c e  R e f o r m :

CHIPRA m a n d a te s  com m unity  rating 
and  ends exclusions for pre-existing 
conditions u n d e r  its insurance pro ­
grams; m an d a tes  fhe use of a single 
claim form for all insurers in the state; 
and  speeds u p  processing of claims by 
im posing  penalt ies  for late paym ent on 
nil insurers.

SB83 contains no provision for a u n i­
form charge schedule  nor for m a n d a ­
tory availability of the schedule u p o n  
patient request.

CHIPRA and SB 83 are in agreem ent 
on the need  for m ore  information. But 
SB83's language suggests that ASHRA 
will utilize data  as a sanctioning 
m echan ism  ra ther than as an equitable 
evalua tion  tool.

SB83 in troduces  a new  set of utilization 
review  s tan d a rd s ,  in addition to all 
those a lready  in place in the state.

SB83's reform s apply  only to public sec­
tor em ployees an d  their dependents .
N o m ention  is m ade  of com m unity  ra t­
ing, exclusion of pre-exisiting cond i­
tions, or a s tan d a rd  claims form.

C H I P R A - S B 8 3  C O M P A R I S O N  D O C U M E N T ,  p .  6



ALASKA STATE

H o s p i t a l  &  N u r s i n g  H o m e

ASSOCIATION

F O R  I M M E D I A T E  R E L E A S E :  C o n t a c t :  H a r l a n  K n u d s o n

J a n u a r y  9, 1 9 9 2  Junea u 586-1790

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

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

c o v e r a g e  in t h e  state.

T h e  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 ,  w h i c h  i n c l u d e s  

r e p r e s e n t a t i v e s  of th e  A l a s k a  S t a t e  M e d i c a l  A s s o c i a t i o n  a n d  t h e  

A l a s k a  S t a t e  H o s p i t a l  & N u r s i n g  H o m e  A s s o c i a t i o n ,  h a s  b e e n  w o r k i n g  

on  the r e f o r m  p a c k a g e  fo r  a l m o s t  a year. Its p r o p o s a l  w a s  u n v e i l e d  

t o d a y  b e f o r e  t h e  s t a t e ' s  H e a l t h  R e s o u r c e s  an d  A c c e s s  T a s k  F o r c e  

m e e t i n g  in J u n e a u .

"We f e e l  t h i s  p l a n  o f f e r s  A l a s k a n s  w h a t  t h e y  n e e d  m o s t  —  

a c c e s s i b l e ,  a f f o r d a b l e ,  b a s i c  h e a l t h  i n s u r a n c e  c o v e r a g e , "  s a i d  Dr. 

J e n n i f e r  C h r i s t i a n ,  A n c h o r a g e ,  c o - c h a i r  o f  t h e  c o u n c i l .

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

u n i n s u r a b l e  i ts  f ir s t  p r i o r i t y ;  o t h e r  p r o p o s a l s  h a v e  n o  c o n c r e t e  

p r o v i s i o n  f o r  u n i n s u r e d  A l a s k a n s , "  s a i d  Dr. C h r i s t i a n .

K e y  p a r t s  o f  t h e  C o m p r e h e n s i v e  H e a l t h  I n s u r a n c e  a n d  P a y m e n t  

R e f o r m  A c t  o f 19 92  (or C H I P R A )  a r e  f o r m a t i o n  o f  a r e i m b u r s e m e n t  a n d  

b e n e f i t s  r e v i e w  c o m m i s s i o n  to  r e v i e w  fe es  c h a r g e d  b y  p h y s i c i a n s ,  

h o s p i t a l s  a n d  o t h e r  h e a l t h  p r o v i d e r s .

T h e  p h y s i c i a n s '  p l a n  w o u l d  be o p e n  to  A l a s k a n s  w i t h  p r e ­

e x i s t i n g  c o n d i t i o n s ,  and for all b u s i n e s s e s  e m p l o y i n g  t h r e e  o r  m o r e  

pe opl e. C H I P R A  p r o v i d e s  a b a s i c  p l a n  f o r  all A l a s k a n s ,  e n a b l i n g

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

( M o r e )
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c o v e r a g e  if t h e y  are h i g h e r  t h a n  t h e  b a s i c  plan. C H I P R A  p r o v i d e s  

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

o f  t r u e  h e a l t h  s y s t e m  r e f o r m .  E l i g i b i l i t y  w o u l d  b e  b a s e d  on 

q u a l i f i c a t i o n s  for the P e r m a n e n t  F u n d  D i v i d e n d .

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

c o n t r i b u t i o n s ,  a p o r t i o n  of t h e  P e r m a n e n t  Fund D i v i d e n d  b a s e d  on 

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

d i s e a s e  o r  injury, and c o n t r i b u t i o n s  f r o m  i n s u r a n c e  c o m p a n i e s  and  

o t h e r  p r o v i d e r s .

C H I P R A  p r o m o t e s  p r e v e n t i v e  c a r e  b y  f u l l y  c o v e r i n g  r o u t i n e  

p r e v e n t i v e  care, such as w e l l  b a b y  c h e c k - u p s .

T h e  b i l l  w o u l d  r e q u i r e  h o s p i t a l s  t o  h a v e  a s i n g l e  p r i c e  or 

c h a r g e  s c h e d u l e  for all p a t i e n t s ,  C H I P R A  a n d  o t h e r w i s e .

O t h e r  p a r t s  of t h e  p r o p o s a l  i n c l u d e  an a n n u a l  h o s p i t a l  p r i c e  

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

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

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

n a t i o n a l  r e f o r m  p r o p o s a l s .  It s t r e a m l i n e s  c l a i m s  p r o c e s s i n g  by 

c r e a t i o n  of b o t h  a s i n g l e  c l a i m  f o r m  to b e  u s e d  s t a t e w i d e ,  a n d  a 

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

" I t ' s  i m p o r t a n t  to r e a l i z e  t h a t ,  in o r d e r  to a r r i v e  at t h i s  

p r o p o s a l ,  all of t h o s e  in t h e  a r e n a  of h e a l t h  c a r e  h a d  to g i v e  up 

s o m e t h i n g , "  sa i d  Dr. C h r i s t i a n .  " H o s p i t a l s  and p h y s i c i a n s  wi l l  

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

i n c r e a s e s  t o  c o n s u m e r  p r i c e  i n d e x  l e v e l s  or f a c e  p e n a l t i e s ;  

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

e m p l o y e e  g r o u p - r a t i n g  w i l l  b e  r e q u i r e d  o f  i n s u r a n c e  c o m p a n i e s . "

" B u t  t h e  e n d  r e s u l t  is w e l l  w o r t h  it, and w e  h o p e  t h a t  by 

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

w i l l  b e  a p p r o v e d  by the L e g i s l a t u r e . "
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S t a t e  C a p i t o l

J u n e a u ,  A l a s k a  9 9 8 1 1

■ ^ - X a g s l m j l g

D e a r  S e n a t o r  P e a r c e :

G o r d o n  E v a n s  h a s  r e l a y e d  t o  me y o u r  r e q u e s t  f o r  H I A A  i n p u t  
o n  t h e  i m p a c t  o f  s e v e r a l  p r o p o s e d  a m e n d m e n t s  t:o S B  83. H I A A  is 
o p p o s e d  t o  S B  83 a n d  w e  d o  n o t  b e l i e v e  t h e  p r o p o s e d  a m e n d m e n t s  

i m p r o v e  t h e  b i l l ,  in f a c t  s e v e r a l  of t h e  p r o p o s e d  a m e n d m e n t s  
i n t e n s i f i e s  o u r  o p p o s i t i o n  t o w a r d  t h e  b i l l .  T h e  f o l l o w i n g  is o u r  
i n t e r p r e t a t i o n  of t h e  i m p a c t  of t h e  p r o p o s e d  a m e n d m e n t s .  T h e  

w o r k i n g  d r a f t  d a t e d  M a r c h  19 w a s  u s e d  as t h e  b a s i s  o f  t h e  a r e a s  

t o  b e  d i s c u s s e d .

1 . P a g e  1. l i n e s  6-7 P h a s e d - i n  g e o g r a p h i c  s p e c i f i c  h e a l t h  c a r e  

p r o v i d e r  r e i m b u r s e m e n t  s y s t e m s  a n d  u t i l i z a t i o n  s t a n d a r d s .

H I A A  is u n a b l e  t o  g i v e  y o u  t h e  s p e c i f i c  d a t e s  f o r  e a c h  of 

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

A l a s k a n  r e g i o n s .  T h e  i m p a c t  o n  t h e  p r o v i d e r  c o m m u n i t i e s  w o u l d  b e  
b e s t  o b t a i n e d  f r o m  t h e  p r o v i d e r  o r g a n i z a t i o n s  t h e m s e l v e s .
H o w e v e r ,  t h e  i m p a c t  o n  t h e  i n s u r a n c e  c o m p a n i e s  w h i c h  w o u l d  be 
r e g u - U e d  t o  u e «  t h e s e  s y s t e m s  f o r  t h e i r  A l a s k a n  p o l i c y h o l d e r s  
w o u l d  too w n h s t a n t i a l .  E a c h  i n s u r a n c e  c o m p a n y  h a o  i n v e s t e d  
m i l l i o n s  o f  d o l l a r s  in t h e i r  o w n  b y a t e m o .  u o q u i v i n a  a n  A l a s k a n -  
u n i q u e  r e i m b u r s e m e n t  a n d  u t i l i z a t i o n  s y s t e m s  t o  b e  i m p l e m e n t e d  
w i l l  r e q u i r e  m a j o r  m o d i f i c a t i o n s  t o  t h e  v a r i o u s  s y s t e m s  r e s u l t i n g  

in s u b s t a n t i a l  f i n a n c i a l  i n v e s t m e n t s .

2. P a g e  5 l i n e s  6 - 1 2  C o m p o n e n t s  t h a t  t h e  r e i m b u r s e m e n t  

s y s t e m s  m u s t  i n c l u d e  as a m i n i m u m .

S u b s e c t i o n s  (A), ( B ) , ( C ) , (D) a n d  (G) a r e  a l l  p a r t  o f  t h e
p r o p o s e d  M e d i c a r e  R e s o u r c e - b a s e d  R e l a t i v e  V a l u e  S y s t e m  ( R B R V S ) .

T o  t h e  b e s t  o f  o u r  k n o w l e d g e  s u b s e c t i o n s  ( E ) — a v a i l a b i l i t y  o f  t h e  
s e r v i c e s  m o d i f i e r — a n d  (F) u n c o m p e n s a t e d  c a r e  n e t  c o s t  a r e  n o t  

i n c l u d e d  in t h e  p r o g r a m  b e i n g  d e v e l o p e d  b y  H C F A .  T h e  c r e a t i o n  of 

a n  A l a s k a n - u n i q u e  s y s t e m ,  i.e. v a r i a t i o n  f r o m  t h e  M e d i c a r e  R B R V S  

w i l l  f u r t h e r  d e l a y  t ^ e  i m p l e m e n t a t i o n  tim e ,  n o t  o n l y  f o r  t h e  
A u t h o r i t y  b u t  a l s o  ..or i n s u r a n c e  c o m p a n i e s  w h i c h  w i l l  b e  r e q u i r e d  

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

m i n i m u m  o f  12 m o n t h s  w i l l  b e  r e q u i r e d  f o r  t h e  m o d i f i c a t i o n s  o n c e
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S e n a t o r  D r u e  F e a r c e
A p r i l  9, 1 9 9 1
P a g e  2

t h e  Auu.uuiJ.ujf a d ^ p c r  t-hr> s v 3 t e m  a n d  d i s s e m i n a t e s  t h e  
. i n f ormation. T h i s  t i m e  f r a m e  m a y  w e l l  oe u i a u e ^ u t c .  e©*- ^ a n y  

s m a l l  a n d  m e d i u m  s i z e d  c o m p a n i e s .  T h e  R B R V S  h a s  7 , 0 0 0  d i f f e r e n t  

p r o c e d u r e s  f o r  w h i c h  v a l u e s  m u s t  be a s s e s s e d .  If t h e s e  a r e  t o  

v a r y  b y  g e o g r a p h i c  r e g i o n s  t h i s  w i l l  r e q u i r e  m u l t i p l y i n g  t h e
7 , 0 0 0  p r o c e d u r e s  b y  t h e  n u m b e r  of d i f f e r e n t  r e g i o n s .  W e  a r e  s t i l l  
u n i n f o r m e d  a s  t o  t h e  n u m b e r  o f  g e o g r a p h i c  r e g i o n s  M e d i c a r e  p l a n s  
t o  h a v e  n a t i o n w i d e ,  l e t  a l o n e  t h e  n u m b e r  o f  r e g i o n s  p l a n n e d  f o r  

A l a s k a ,  e i t h e r  b y  H C F A  o r  b y  t h e  A u t h o r i t y .

I b e l i e v e  t h e  i n t e n t  of S B  83 is t o  s e t  r a t e s  a n d
u t i l i s a t i o n  s t a n d a r d s  f o r  a l l  h e a l t h  c a r e  p r o v i d e r s ,  n o t  j u s t  
p h y s i c i a n s  a n d  h o s p i t a l s ,  m e  r b r v o  d o o c  not o o v e r  p r o v i d e r s
o t h e r  t h a n  p h y s i c i a n s .  If t h e  A u t h o r i t y  is t o  s e t  r a t e s  f o r

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

p o d i a t r i s t s ,  p s y c h o l o g i s t s ,  etc. t h i s  w i l l  take, a d d i t i o n a l  t i m e  

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

T h e  R B R V S  is s u p p o s e d  t o  b e g i n  p h a s e d - i n  i m p l e m e n t a t i o n  a s  
o f  J a n u a r y  1, 1 9 9 2 .  T h e  f i v e - y e a r  p h a s e d - i n  a p p r o a c h  is b a s e d  o n  

p h a s i n g  in t h e  M e d i c a r e  f e e  s c h e d u l e  f r o m  t h e  c u r r e n t  p a y m e n t  
s y s t e m  o v e r  a p e r i o d  of t i m e  t o  s o f t e n  t h e  i m p a c t  of t h e  
d i f f e r e n t  r e i m b u r s e m e n t  a p p r o a c h .  T h e  p h a s e - i n  is n o t  b a s e d  o n  

g e o g r a p h y ,  i.e. u r b a n  a r e a s  b e f o r e  r u r a l  a r e a s .  T h e  f i n a l  
r e g u l a t i o n s  w e r e  e x p e c t e d  t o  be p u b l i s h e d  in t h e  F e d e r a l  R e g i s t e r  
o n  A p r i l  1. A s  o f  t h e  d a t e  o f  t h i s  l e t t e r  t h e  r e g u l a t i o n s  were 
n o t  p u b l i s h e d .  In a d d i t i o n ,  t h e  P h y s i c i a n  P a y m e n t  R e v i e w  

C o m m i s s i o n  a n n u a l  r e p o r t  t o  C o n g r e s s  w a s  a l s o  s u p p o s e d  t o  be 

a v a i l a b l e  b y  A p r i l  1 a s  it is t o ^ b a s e d  on t h e  f i n a l  r e g u l a t i o n s .  
T h i s  r e p o r t  h a s  a l s o  n o t  b e e n  r e l e a s e d .  F o r  a d d i t i o n a l  
i n f o r m a t i o n  o n  t h e  R B R V S  a n d  P h y s i c i a n  P a y m e n t  R e v i e w  C o m m i s s i o n  
I h a v e  a t t a c h e d  a c o p y  of a n  H I A A  1 9 9 0  d e s c r i p t i v e  b u l l e t i n  t o  

o u r  m e m b e r s .

3. P a g e  5, l i n e  31 T h e  A u t h o r i t y ' s  a u t h o r i t y  t o  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  i n s u r a n c e  p r o g r a m .

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

A u t h o r i t y ' s  a u t h o r i t y  a d d i t i v e  by a l l o w i n g  it t o  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  i n s u r a n c e  p r o g r a m  f o r  e m p l o y e r s  

w h o  e l e c t  t o  p a r t i c i p a t e  a n d  (1) w h o  h a v e  50 o r  f e w e r  f u l l - t i m e  
e m p l o y e e s ;  (2) h a v e  b e e n  r e f u s e d  c o v e r a g e  by t w o  or m o r e  h e a l t h  
i n s u r a n c e  c a r r i e r s  withift t h e  p a s t  12 m o n t h s ;  a n d  ( c h a n g i n g  t o  
or) (3) h a v e  n o t  p r o v i d e d  h e a l t h  i n s u r a n c e  c o v e r a g e  t o  t h e i r  

e m p l o y e e s  in t h e  p a s t  12 m o n t h s .  T h e  a d d i t i v e  e f f e c t  m a k e s  t h e  

A u t h o r i t y ' s  a r e a  o f  r e s p o n s i b i l i t y  a l l  t h a t  m o r e  e n c o m p a s s i n g  as 
a n y  o n e  o f  t h e  t h r e e  c o n d i t i o n s  n e e d  to be m e t  r a t h e r  t h a n  a l l  

t h r e e  a s  o r i g i n a l l y  p r o p o s e d .  T h i s  p u t s  t h e  A u t h o r i t y  in d i r e c t  

c o m p e t i t i o n  w i t h  t h e  p r i v a t e  i n s u r a n c e  m a r k e t .

T h e  p u r p o s e  o f  SB 242, H l A A ' s  s m a l l  g r o u p  m a r k e t  r e f o r m  

p r o p o s a l  is t o  a s s u r e  t h a t  s m a l l  e m p l o y e r s  w i l l  n o  l o n g e r  b e  
d e n i e d  a c c e s s  t o  c o v e r a g e .  W i t h  S B  242 n o  e m p l o y e r ,  e v e n  t h o s e
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w i t h  h i g h  r i s k  e m p l o y e e s  w o u l d  b e  d e n i e d  a c c e s s  t o  t h e  p r i v a t e  
i n s u r a n c e  m a r k e t .  U n d e r  S e c t i o n  2 1 . 5 5 . 1 2 0  g u a r a n t e e d  i s s u e  
c a r r i e r s  w o u l d  i n s u r e  t h e s e  h i g h e r  r i s k  g r o u p s  a n d  w o u l d  h a v e  a 

p r i v a t e  n o t - f o r - p r o f i t  r e i n s u r a n c e  m e c h a n i s m  s t a n d i n g  b e h i n d  it. 

A n y  s m a l l  e m p l o y e r  g r o u p  w h o  w e n t  t o  a n o n - g u a r a n t e e d  i s s u e  
c a r r i e r ,  a n d  it d i d  n o t  w a n t  t o  i n s u r e  t h e  g r o u p ,  t h e y  a r e  
r e q u i r e d  t o  p r o v i d e  t h e  e m p l o y e r  w i t h  t h e  l ^ s t  o f  t h e  g u a r a n t e e d -  
i s s u e  c a r r i e r s ,  p r o d u c e d  b y  t h e  b o a r d  o f  tb , S m a l l  E m p l o y e r  
H e a l t h  R e i n s u r a n c e  A s s o c i a t i o n  ( s e c t i o n  2 1 . 5 5 . 0 3 0 ) .  N a t i o n a l l y ,  
t w o - t h i r d ' s  of t h e  u n i n s u r e d  a r e  e m p l o y e d  b y  o r  a r e  a d e p e n d e n t  
o f  s o m e o n e  e m p l o y e d  by a n  e m p l o y e r  w i t h  25 o r  f e w e r  f u l l - t i m e  

e m p l o y e e s .  W e  w o u l d  a s s u m e  t h i s  w o u l d  b e  t h e  s a m e  o r  g r e a t e r  f o r  
A l a s k a .  S B  2 4 2  is s t r u c t u r e d  f o r  e m p l o y e r s  w i t h  25 o r  f e w e r  
e m p l o y e e s .  T o  k e e p  t h e  c o s t  of t h e s e  s m a l l  e m p l o y e r  p l a n s  
affor«J3 b?e- SS 242. i n c l u d e s  v a r i o u s  p r o v i s i o n s  f o r  r a t e  b a n d s  
a l l o w i n g  f o r  s p e c i f i c  m a x i m u m  v a r i a n c e  r r o m  c u e  i n a i v i u u « i
i n s u r a n c e  c o m p a n y ' s  m i d p o i n t  as w e l l  a s  v a r i a n c e s  b e t w e e n  

i n d u s t r i e s  a n d  y e a r - t o - y e a r  i n c r e a s e s  ( s e c t i o n  2 1 . 5 5 . 0 5 0 ) ,  T o  

f u r t h e r  m a k e  t h e  h e a l t h  p l a n s  a f f o r d a b l e  S B  2 4 2  a l s o  i n c l u d e s  
v a r i o u s  c o s t  c o n t a i n m e n t  p r o v i s i o n s ,  i n c l u d i n g  a p r o v i s i o n  
a l l o w i n g  t h e  p l a n s  n o t  i i n c l u d e  a n y  s t a t e  i m p o s e d  m a n d a t e d  
c o v e r a g e s  o r  p r o v i d e i  , \ o e D t  f o r  t h o s e  i n c l u d e d  in t h e  A c t ;  a n d  
p r e v e n t s  a n y  i m p e d i m e n  ^ to m a n a g e d  c a r e  c o m p o n e n t s  w i t h i n  t h e  
s m a l l  e m p l o y e r  h e a l t h  p l a n .

4. P a g e  9 l i n e s  1 9 - 2 1 .  L e g i s l a t i v e  a f f i r m a t i o n  p r i o r  t o  t h e  

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

W e  a r e  e n c o u r a g e d  b y  t h e  a m e n d m e n t  r e q u i r i n g  t h e  l e g i s l a t u r e  to 
t t f f i r m a t i v e l y  a p p r o v e  a n y  p r o p o s a l  b y  t h e  A u t h o r i t y  p r i o r  t o  i t s  
b e c o m i n g  t h e  p r o v i d e r  O f  I n s u r a n c e .  H o w o v a r ,  t h e  c o n c e p t  o f  t h e  
s t a t e  b e c o m i n g  t h e  i n s u r e r  is o n e  w e  s t r o n g l y  o p p o s e  w h e t h e r  o r  
n o t  t h e  l e g i s l a t u r e  g i v e s  p r i o r  a p p r o v a l .  W e  s t r o n g l y  b e l i e v e  t h e  
p r i v a t e  i n s u r a n c e  s e c t o r  c a n  d o  a b e t t e r  j o b  t h a n  a n o t h e r  s t a t e  

b u r e a u c r a c y  t o  p r o v i d e  a c c e s s i b l 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 o v e r a g e  t o  t h e  p e o p l e  o f  A l a s k a .  S B  242 is t h e  b e t t e r  v e h i c l e  

t o  a c h i e v e  t h a t  o b j e c t i v e .

I h o p e  t h o e o  coimripnrn  <ar*s u f  a s a i a t a n o o  t o  y o u  Tf T m a y  b e  
of a n y  fnvt-hor a s s i s t a n c e  p l e a s e  d o  n o t  h e s i t a t e  t o  c o n t a c t  me.

J A M / b h s

cc: G o r d o n  E v a n s

a t t a c h m e n t



')• riiji >ct.o niArt •*—-» vj ov/\n»,v VI vyrj

HcaJtii insurance Association of America

INSURANCE, MANAGED CARE AND  
PROVIDER RELATIONS BULLETIN
# 2 - 9 0  - M a r c h  23, 19 9 0  M E D I C A L  R E L A T I O N S

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

SUM M ARY

A s  p a r t  o f  t h e  O m n i b u s  B u d g e t  R e c o n c i l i a t i o n  A c t  o f  1 9 6 9  

(P.L. 1 0 1 - 2 3 9 ) ,  C o n g r e s s  e n a c t e d  c o m p r e h e n s i v e  r e f o r m  of
M e d i c a r e  p h y s i c i a n  p a y m e n t .  T h e  r e f o r m  i n c l u d e s  f o u r  
c o m p o n e n t s  t h a t  a r e  i n t e r r e l a t e d  b o t h  p o l i t i c a l l y  a n d  

s u b s t a n t i v e l y .

o M e d i c a r e ' s  r e a s o n a b l e  c h a r g e  m e t h o d  o f  d e t e r m i n i n g  

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

s c h e d u l e  in 199 2 .

O T o  p r o v i d e  f i n a n c i a l  p r o t e c t i o n  t o  b e n e f i c i a r i e s ,  t h e  

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

c h a r g e  (MAAC) l i m i t s  w i l l  b e  r e p l a c e d  b y  a u n i f o r m  c h a r g e  

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

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

a m o u n t s  t o  r e l a t i v e  v a l u e s ,  w i l l  b e  u p d a t e d  o n  t h e  b a s i s  
o f  M e d i c a r e  V o l u m e  P e r f o r m a n c e s  S t a n d a r d s  ( M V P S ) .

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

d i s s e m i n a t i o n  o f  p r a c t i c e  g u i d e l i n e s  a n d  a n e w  A g e n c y  f o r  
H e a l t h  C a r e  P o l i c y  a n d  R e s e a r c h  (AHCPR) t o  a d m i n i s t e r  it.
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