
ALASKA LEGISLATURE COMMITTEE FILES 1993-1994 8672
7777 HOUSE HEALTH EDUCATION & SOCIAL SERVICES





FISCAL NOTE
STA TE O F  A L A S K A  BILL N O . HB 22
1993 L E G ISLA TIV E S E S S IO N

Revision D a te :_________ M arch 19.1993_________________________ Dept. Affected:__________ A dm inistration________
T itle : An A ct e s tab lish in g  th e  A laska C h ild re n 's  H e a lth______ XU: C h ild ren 's  H ealth  C o rp o ra tio n
C o rp o ra tio n  a n d  the  A laska H ea lth y  S tart P ro g ram , re la tin e  C o m p o n e n t : ______________________________
to insurance_____________________________________________________
Sponsor:_______  Nordlund_______________________________  ______________________________
R equestor: ________________________________________________ C O M P O N E N T  SERIAL N O . ______________

E x p en d itu res /R ev en u es : (T h o u san d s o f D ollars)
OPERATING FY94 FY95 FY 96 FY97 FY 98 FY99

PERSONAL SERVICES 1513 2913 2943 294.8 2943 2943
TRAVEL 242 154 15.4 15.4 15.4 15.4
CONTRACTUAL 101.4 151.4 151.4 151.4 151.4 151.4
SUPPLIES 43 43 43 43 43 4.8
EQUIPMENT 79.7 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL O PER A TIN G 361.4 466.4 466.4 466.4 466.4 466.4

1 CAPITAL 0 0 0 0 0 0

REVENUE FU N D  SO U R C E : 0 0 0 0 0 0

FU N D IN G :
11X12 Federal Receipts 0 0 0 0 0 0
10(10 CF Match 0 0 0 0 • 0 0
1001GF 361.4 466.4 466.4 466.4 466.4 466.4
1005 G F/Progium  Receipts 0 0 0 0 0 0
10C6GF/MHTIA 0 0 0 0 0 0
Otlier 0 0 0 0 0 0
TOTAL 361.4 466.4 466.4 466.4 466.4 466.4

P O S IT IO N S
FULL-TIME 4 4 4 4 4 4
PART-TIME 0 0 0 0 0 0
TEM PORARY

Oo

0 0 0 0

Estim ate o f cu rren t y ea r (FY93) im p a c t $_______ zero

A N A LY SIS: (a ttach  a se p a ra te  p ag e  if necessary .) This analysis  on ly  exam in es the  o p e ra tin g  expenses of the 
co rpora tion . W e have in su ffic ien t d a ta  a t th is tim e to m ake a ssu m p tio n s  on  en ro llm en ts , re su ltin g  co p ay m en ts  and  
even tual S ta te  su b sid y .

P rep ared  By: Ro b e rt F. S ta lnaker ^  Phone: 465-4470
D iv is io n : R etirem ent and  Benefits_________________________________  Date: M arch 19.1993

A pproved by C om m ission e r  N ancy Bear Usera CLY<L^- ________  Date: / e? 2 '
Agency:  De p a rtm e n t o f A d m in is tra tio n  -— _____

PREPARER T O  P R O V ID E  ALL D IST R IB U T IO N  CO PIES T O  G O V E R N O R 'S  LEG ISLA TIV E OFFICE 
F or fu r th e r  d is tr ib u tio n  in fo rm a tio n  call the  G o v ern o r 's  L eg isla tive  O ffice  
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H o u se  Bill 22 
A n a ly s is  o f F in an c ia l Im p a c t 

P re p a re d  b y  th e  D iv is io n  o f R e tire m e n t a n d  B enefits  
D e p a r tm e n t o f  A d m in is tra t io n  

R ev ised  M arch  19, 1993

A n a ly s is : T h is  b ill c re a te s  th e  A la sk a  C h ild re n 's  H e a lth  C o rp o ra tio n  a n d  th e  A la sk a  H e a lth y
S ta rt P ro g ra m  in  th e  D e p a r tm e n t o f  A d m in is tra tio n . T h is  in d e p e n d e n t  a g e n c y , g o v e rn e d  b y  a  7 
m e m b e r b o a rd  o f d ire c to rs , w o u ld  p u rc h a s e  a n d  a d m in is te r  a  sp ec ific  h e a lth  p la n  fo r c e rta in  
ch ild ren  a n d  p re g n a n t w o m e n . T h e  c o rp o ra tio n  w o u ld  a lso  m a n a g e  a h e a lth  fu n d  th a t w o u ld  
co n sis t o f d o n a tio n s  a n d  a p p ro p r ia tio n s .

E m p lo y in g  an  E x ecu tiv e  D irec to r a n d  a d d itio n a l s ta ff  as n ece ssa ry , th e  c o rp o ra tio n  w o u ld :

A ccep t a p p lic a tio n s  fo r h e a lth  care  
a d o p t  re g u la t io n s  o u tl in in g  a d d it io n a l  c o v e ra g e  
e s ta b lish  co p ay i. i t  lev e ls  fo r a p p lic a n ts  
so lic it p r iv a te  d o n a tio n s  
p ro c u re  in s u ra n c e  c o v e ra g e

T he A la sk a  C h ild re n 's  H e a lth  F u n d  is a lso  c re a te d  in  th is  b ill a n d  p la c e d  w ith in  the  co rp o ra tio n . 
T he fu n d  w o u ld  c o n s is t o f  m o n e y  fro m  d o n a t io n s  a n d  a p p ro p r ia t io n s .  T h e  fu n d  w o u ld  a lso  be 
u sed  to p a y  p re m iu m s  a n d  b o a rd  ex p en ses . C o p a y m e n ts  w o u ld  be  d e p o s ite d  in  the g en e ra l fu n d  
a n d  a c c o u n te d  fo r s e p a ra te ly  b y  th e  D e p a r tm e n t o f A d m in is tra tio n .

D u rin g  FY 94 it is a s s u m e d  th a t o n ly  th e  ex ec u tiv e  d ire c to r  w ill be o n  b o a rd  fo r a full year. T he 
a d m in is tra t iv e  a s s is ta n t, c le rk  ty p is t  a n d  R&B te ch n ic ian  a re  a s s u m e d  to  w o rk  fo r six  m o n th s . 
T he a c c o u n tin g  te c h n ic ia n  a n d  a c c o u n tin g  c le rk  a re  a s s u m e d  to  b eg in  in  FY 95.

FY94 FY95
PE R SO N A L  SERV ICES

E x ecu tiv e  D ire c to r  (12 m o n th s)  
A d m in is tra t iv e  A ss is ta n t  II (6 m o n th s )  
C le rk  T y p is t III (6 m o n th s)
R e t ir e m e n t/B e n e f i t  T e c h n ic ia n  (6 m o n th s )  
A c c o u n tin g  T e c h n ic ia n  II (b eg in  FY95) 
A cco u n tin g  C le rk  III (beg in  FY95)

T o ta l P e rso n a l S e rv ice s .................

(fu ll y e a r  cost) 
$90.8

45.3 
33.6 
42.0
45.3 
3 /.8

$151.3 $294.8

T R A V E L
A ssu m e  4 b o a rd  m e e tin g s  fo r FY 94 a n d  

3 each  y e a r  th e re a f te r  
A d m in is tra t iv e  tra v e l fo r D irec to r: 

B oard  m e e tin g s  
O rg a n iz a tio n a l  m e e tin g s  

T o ta l T rav e l

19.6

2.8
1.8

$24.2 15.4
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H o u se  Bill 22 
A n a ly s is  o f  F in an c ia l Im p a c t 

P re p a re d  b y  th e  D iv is io n  o f R e tire m e n t a n d  B enefits 
D e p a r tm e n t  o f A d m in is tra tio n  

R ev ise d  M arch  19, 1993

C O N T R A C T U A L

O ffice sp ace  — 800 sq. ft. @ $2.25 X 12 m o n th s  
T e le p h o n e  -- $500 X 12 m o n th s  
C o p ie r  -- $400 X 12 m o n th s  
C o u r ie r  se rv ice s  -- $220 X 12 m o n th s  
P o s ta g e  -- $550 X 12 m o n th s  
P r in tin g , b in d in g  a n d  m a ilin g  se rv ic e s  
P ro fe ss io n a l se rv ice s  co n tra c t(s )  su c h  as : 

H e a lth  c o n s u lt in g  se rv es  (beg in  FY 95) 
m a rk e tin g  r e p re s e n ta t iv e

T o ta l C o n tra c tu a l

$21.6
6.0
4.8
2.4
6.6

10.0

50.0
50.0

$101.4 151.4

SUPPLIES

O ffice su p p lie s  
S o ftw a re

T o ta l S u p p lie s

1.8
3.0

$4.8 4.8

E Q U IPM E N T

6 P e rso n a l c o m p u te rs , se rv e r , p r in te r  
P h o n e s  (1 1 0 0 /u n it)
Fax m a c h in e  
O ffice  fu rn itu re :

1 m a n a g e m e n t  u n it
5 s u p p o r t  w o rk s ta tio n s
6 ch a irs
7 s id e  c h a irs
2 file c ab in e ts  
b o o k case  
s to ra g e  cab in e t

T o ta l E q u ip m e n t

T O T A L  p ro je c te d  o p e ra t in g  cost

$45.0
6.6
2.6

4.0 
15.0

2.4
2.1 

.9 

.5 

.6
$79.7

$361.4 $466.4

This fiscal n o te  o n ly  a d d re s s e s  p o te n tia l a d m in is tra t iv e  costs. It d o e s  n o t a t te m p t to a d d re s s  the  
a p p ro p r ia tio n s  th a t w o u ld  b e  n e e d e d  to co v e r th e  co s t o f p ro v id in g  th e  h e a lth  in su ra n c e  
p ro g ram . T h a t a p p ro p r ia t io n  w o u ld  d e p e n d  o n  the  co v e ra g e  to  b e  p ro v id e d , th e  cost o f th e  
p re m iu m  to b e  b o rn e  b y  p a r tic ip a n ts  a n d  th e  to ta l n u m b e r  o f p a r tic ip a n ts .
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Alaska State Legislature
3111 C Street 

A nchorage, A laska  99503-3957 
561-7007

House of Representatives District 11: 
Sand Lake 

Spenard 
Taku-Campbei l

W h ile  in  S ession: 

A laska State  C a p h o l  

Juneau , A laska  99801-1182 
465-1968

Representative Jim Nordlund

HB 22 —  The Alaska Healthy Start Program 
Sponsor Statement

Alaska has been blessed with many resources.. The most 
precious of these is our children. House Bill 22 directly 
addresses the well-being of Alaska's children by providing 
an affordable health insurance program for all those who are 
uninsured, as well as for uninsured pregnant women. The 
target population consists of those citizens who are not 
"poor" enough to qualify for Medicaid, yet who do not have 
access to health insurance coverage.

There are two aspects of the health insurance program 
which are significant. First, the emphasis will be on "bang 
for the buck"— preventive and emergency services for 
children and prenatal care for pregnant women. Second, the 
yearly cost of the package of health services is proposed to 
be affordable to middle- and lower-income families. This 
affordable, effective insurance program will be offered 
through private insurance companies and will be administered 
by the Alaska Children's Health Corporation, a public 
corporation legally separate from the state which will be 
governed by a board of directors.

Except for first-vear scart-up costs, the program has 
been designed to require no state funding; all medical 
services as well as administrative costs will be paid for 
entirely by premiums which the board will establish.

In its final report to the governor and legislature in 
January of this year, the Health Resources and Access Task 
Force recommended that affordable health insurance be made 
available to uninsured low-income pregnant women and 
children. HB 22 does exactly that.



CSHB 22 —  The Alaska Healthy Start Program 
Sectional Analysis

SECTION 1.
Establishes the Healthy Start Program as a new Chapter 

55 under Title 21 (Insurance). The Healthy Start Program is 
administered by the Alaska Children's Health Corporation.

Article 1 of Chapter 55 establishes the Alaska 
Children's Health Corporation. The Corporation's purpose is 
to:

1) administer the Alaska Children's Health Care Plan,
2) purchase health insurance for eligible participants, 

and 3) manage the Alaska Children's Health Fund.
The Board of Directors for the Corporation is made up of 
seven members, including the Commissioners of the 
Departments of Commerce and Economic Development and Health 
and Social Services and five other individuals with 
experience in providing health care, managing large funds, 
providing health insurance, and promoting child welfare.
The Board is allowed to hire staff.

Article 2 creates the Alaska Children's Health Care
Plan.
Medical services for children which must be provided under 
the plan are:

routine examinations, 
diagnostic and screening services, 
immunizations and preventive services, 
laboratory and x-ray services, 
outpatient physician services, 
outpatient surgery, 
emergency room services, and 
prescription drugs.

Maternity care is also included for women during pregnancy 
and for a period immediately following childbirth.
The Beard is authorized to adopt regulations to determine 
the scope of these services and to add additional services. 
They are also authorized to set deductibles, limits, and 
other such mechanisms to control the utilization and cost of 
the plan. (Decisions on level and scope of services would 
be driven by the desired level of premiums.)

r  .An c j'i S ^  2 2 -



Eligible participants in the plan include:
1) children under the age of 19 or pregnant women
2) who have been Alaskan residents for at least one 

year and
3) who are not covered under another public or private 

health insurance plan, or by Medicaid.
Application for coverage under the plan can be made directly 
to the Corporation or by filling out a relevant section of 
the child's or woman's Permanent Fund dividend application.
Administration of the plan by the Board includes:

1) soliciting private funds to cover premiums,
2) purchasing insurance to cover eligible participants,
3) marketing the plan to encourage participation, and
4) determining premium requirements of participants.

Premiums may be reduced for lower-income children and 
pregnant women if private funds are sufficient, or if the 
Legislature specifically appropriates funds to do so.

Article 3 establishes the Alaska Children's Health Fund 
as part of the Corporation. Sources for the Fund are:

1) the premiums paid by the insured,
2) money donated from private sources, and
3) appropriations by the legislature.

The Fund is used to pay the insurance premiums for women and 
children covered by the plan and for expenses incurred by 
the Corporation.

SECTION 2.
Places any staff employed by the Corporation into 

exempt (from provisions of the State Personnel Act) service.

SECTION 3.
Requires any insurer bidding for the provision of 

coverage under the Alaska Employee Group Insurance Plan to 
also bid on the Alaska Children's Health Care Plan (the 
Healthy Start Program).

SECTION 4.
Requires the Department of Revenue to include on the 

child's PFD application questions asking whether the child's 
parent or guardian wishes to apply for coverage under the 
Healthy Start Program. This section also requires the



Department to adopt regulations to determine how PFD 
deductions will be made and premium payments paid on behalf 
of the child.

SECTION 5.
Sets up staggered terms for the members of the Board of 

Directors of the Corporation.

SECTION 6.
Estctblishes an immediate effective date for Sections 1. 2, and 5.

SECTION 7.
Delays the effective date for Sections 3 and 4 until July l, 1994.



HOUSE BILL 22 
FREQUENTLY ASKED QUESTIONS

QUESTION: What does HB 22 do?
ANSWER: This bill provides health insurance for children
and pregnant women from families who have no other form of 
health coverage. This bill fits into a systematic, phase-in 
approach, endorsed by the Health Resources and Access. Task 
Force, to control costs and ensure that all Alaskans have 
access to health care.
QUESTION: Why is HB 22 necessary?
ANSWER: Children do not have the ability to provide for
their own health coverage. In many cases parents do not 
have a workplace plan that will cover their children and 
cannot afford the private plans that are available.
QUESTION: Will this bill save money in the long run?
ANSWER: Yes. Most of the time uncovered kids and pregnant
women receive only the medical care they absolutely need. 
These costs are passed onto everyone else in the form of 
higher insurance premiums. Under the program of preventive 
care in this bill, health problems can be prevented or 
detected early, saving money for everyone while helping many 
Alaskans avoid the misery of illness.
QUESTION: How many children would be covered under the
bill?
ANSWER: There are an estimated 21,000 Alaskan children
without health insurance or any other form of health 
coverage. It is difficult to determine at this time how 
many families will take advantage of the program.
QUESTION: What medical services are covered?
ANSWER: The plan includes preventive services, emergency
services, outpatient services, and prescription drugs for 
children, and maternal care for women.
QUESTION: Who pays for the coverage?
ANSWER: The families of eligible women and children will
pay the premiums. The Corporation may also receive 
contributions from private sources and special 
appropriations from the legislature to lessen the burden of 
premiums on low-income families.
QUESTION: How much would it cost to cover one child?
ANSWER: Based on the services listed in HB 22, and given
the advantages of pooling, a preliminary analysis shows the 
yearly premium for a child to be about $600. Children are 
the least costly group of uninsured to cover.



ALASKA STATE

H o s p it a l  &  N u r s i n g  H o m e

ASSOCIATION

March 1, 1993
Representative Cynthia Toohey 
Co-Chair
Committee on Health, Education 

and Social Services 
State House of Representatives
Capitol Building Re: HB 22, Healthy Start
Juneau, AK 99801 Program
Dear Representative Toohey:

ASHNHA, representing community hositals and 
nursing homes urges House Hess Committee support of 
HB 22, establishing the Alaska Children's Health 
Corporation and the Alaska Healthy Start Program.

We note this legislation is incorporated into SB 
114, the Health Resource & Access Task Force 
recommendations for health reform.

If the Legislature can move this year on an 
overall health reform program, we support the inclusion 
of HB 22, as it deals directly with making health 
insurance available for children.

If it is necessary to wait for 1994, then we would 
encourage serious consideration of HB 22 and HB 12, 
small employer health insurance this year as both bills 
improve! access to health care. This is not to forego 
the importance of the Legislature considering 
legislation to control health costs as well.

Sincerely,

\ Harlan R. Knudson 
President/CEO

cc: Representative Jim Nordlund

319 S ew ard  S treet  #11 • J u n ea u , AK 99801 • (907) 586-1790 • Fax,(907) 463-3573

'O  ^  S c A . p O O V +



A LA SK A  C H A PT E R  
N A T IO N A L A SSO C IA TIO N  OF 

SO C IA L WORKERS

8923 Tanis Drive 
Juneau, Alaska 99801 

(907) 789-7099 
FAX (907) 790-2209

Executive Director 
William Diebels. LCSW

BOARD OF OIRECTORS

PRESIDENT
Eileen Lally, LCSW 
Anchoraga

IMMEDIATE PAST PRESIDENT
Nina Kinney, LCSW
Junaeu

VICE-PRESIDENT
Colleen Patrlck-Rlley, LCSW
Ar-.Morage

SECRETARY
Melanie Modawell, MSW 
Ancnoraga

TREASURER
Susan LaBelle, ACBSW
A.ichoraga

NORTHERN REPRESENTATIVE 
John Waters, LCSW
Falroanka

SOUTHCENTRAL REGION
Patrick Cunningham, DSW
Ancnoraga

SOUTHCENTRAL REGION
Angela Salemo, MSW
Ancnoraga

SOUTHCENTRAL REGION
Jack Thomas, LCSW
Ketchikan

SVESTERN REGION
Lola Mallette, LCSW 
Betnai

AT LARGE REPRESENTATIVE
Cecelia Esparza, ACSW
Kodiak

March 23, 1993

Representative Jim Nordlund 
Alaska House of Representatives 
P.O. Box V 
Juneau, Alaska 99811

Dear Representative Nordlund,
The Alaska Chapter of the National Association of Social 
Workers (NASW) supports House Bill 22, an act 
establishing the Alaska Children's Health Corporation and 
the Alaska Healthy Start Program. The NASW recognizes 
the urgency of providing health coverage to the 20,000 or 
more Alaskan children who have no access to health care.
NASW is committed to meaningful health care reform 
efforts that increases access for traditionally 
underserved populations. Also, failure to provide 
coverage for screening and routine health care guarantees 
the need to pay for more expensive, avoidable emergency 
procedures.
No parent should have to choose between work and 
affordable health care for their children. The absence 
of an insurance program for low income working families 
forces this choice. The Healthy Start Program would 
eliminate this family crisis. There is no better 
investment our state can make than assuring access to 
health care for our children.

Respectfully,

T
Social Action Committee Chair

STUDENT REPRESENTATIVE 
Maesha Champion
Anchoraga



neaigiri c a r e
A top priority for the legislature

Legis la to rs  m a y  be  t e m p te d  to  not do  an y th in g  
a b o u t  h e a l th - c a r e  r e f o r m  t h i s  y e a r ,  w h o t  w i t h  
P res ident-e lec t BUI C l in to n  p ro m is in g  to unvei l a  p lan  
for nn t iono l  r e fo rm  In h is  f i r s t  100 days .  But it  w o u ld  
be a m i s t a k e  to w n i t .

Even  If Mr. C l in to n  is sues  h is  p ac k ag e  p ro m p t ly ,  it 
Is l ike ly  to be ti ed  u p  for m o n th s ,  If not y ea rs ,  in 
C o n g r e s s .  In  t h e  m e a n t i m e ,  m e d ic a l  c o s ts  w i l l  
co n t in ue  to so a r  as m o r e  a n d  m o re  people  w i l l  go 
w i th o u t  a d e q u a t e  h e a l th  ca re .

A ny  s t a t e  t h a t  is a b l e  t o  p u t  even  Increm enta l  
re fo rms  In pla ce  wil l be  a h e a d  of  t h e  gam e.  Sh ou ld  

_ —^ C o n g r e s s  dec ide  to su p p o r t  
p i l o t  p ro jec ts  — such a hill  

6 Over 76,000 'wos In t rod u ced  la s t sess ion
Alaskans have neither ~  “  5‘ a lf, w ' th ® (,lon
■ „ „  w o u ld  be  llie f irs t In Ine.insurance nor are . . ,
eligible h r  Medicaid. _  ^  iS w . " ™  S
They are not mke it  up.
deadbeats; almost 90 T h c  3 l a t c ' s  H e a l t h
perCOnl Of them hold  Resources  a n d  Access Tn sk
jobs or are the Force  Is Issuing Its ilnnl
dependents o f workers rep o rt this week, to be
whose jobs do not p r e s e n te d  fo rm a l ly  lo  Gov
provide insurance W o l ly  I l i e k e l  a n d  t h e
coverage. Over 21,COO le g i s la tu r e  du r in g  llie la s t
Alaska children are wo‘ k In January.
uninsured. Bu! n " ‘ - the Pro»> cm.

Ih  A n c h o r a g e ,  w h i l e
‘ c o n s u m e r  p r ic e s  f o r  al l

goods a n d  serv ic es  g r e w  28.9 p e rce n t  d u r in g  th e  1980s, 
m ed ic a l costs  g rew  b y  81 5 percen t.  A nd  A la s k a ' s  
p e r c a p i t a  h c a l t h - c a r e  s p e n d i n g  w a s  a l r e a d y  27 
p e rce n t  nboveTthe  a g e -a d ju s te d  n a t io n a l  average .

Yet d e sp i te  al l  tho  m o n e y  s p e n t  on  hen l th  ca re ,  not 
ev e ry o n e  has  coverage . O v e r  76,000 A la s k a n s  h ave  
n e i th e r  in su ranc e  n o r  a r c  e l ig ib le  for Medicaid . T h ey  
a r c  n o t  d ea db ea ts ;  a lm o s t  90 p e r c e n t  of  th e m  hold  Jobs 
o r  a r e  th e  d e p e n d e n ts  of  w o r k e r s  w ho se  Jobs do  not 
p r o v i d e  i n s u r a n c e  c o v e r a g e .  O v e r  21,000 A l a s k a  
c h i ld ren  a r e  u n in s u red .

Peop le  w i th o u t  In s u ran ce  t e n d  to d e lay  medica l  
ca re . T h e i r  h e a l th  is o f te n  p o o r e r  as a resu l t ,  and  
w h en  th e y  do  a s k  for  help , th e  c a re  Is l ik e l ie r  to  be 
m o re  in t en s iv e  a n d  m o r e  ex pe n s ive .

Who pays?  H o sp i ta l s  and  d o c to r s  s w a l lo w  s o m e  of  
th e  losses.  O th e r  co r t s  a r e  s h i f t e d  to  peop le  w h o  do  
h av e  insurance .  So  p r e m iu m s  go up. E m p loy e rs  a s k  
th e i r  em p lo yees  to  p a y  a  l a r g e r  s h a r e  of  the  p r e m iu m s  
o r  d ro p  cov e rage  a l to g e th e r .  T h e n  m o r e  peop le  a rc  
w i th o u t  Insurance , a n d  m o re  cos ts  o re  sh if te d .

U nless  y ou  a r e  a m i l l i o n a i r e ,  y o u  a r c  o ne  s tep  
aw a y  f ro m  a medica l d i s a s te r .  Y ou  cou ld  lose y o u r  job  
o r  even  Just ch a n g e  Jobs, a n d  lo se  y o u r  insurance .  You 
could  get  s ick o r  h a v e  an  ac c id en t  and  sec y o u r  
cove rage  cance led  o r  y o u r  p r e m iu m s  sk y ro cke t .

Moreover , the  t ig h t  l i n k  b e tw e e n  he a l th  ca re  and  
Jobs Is p a . :  of  thc  p r o b le m  w i th  the economy 
Businesses  Lre b u r d e n e d  w i th  h ig h  p rem iu m s ,  a n d  th e  
le g en d a ry  m ob i l i t y  of th e  A m er i can  w ork  force is 
h am p e r e d  because  w o r k e r s  d o n ' t  d a r e  le ave  th e i r  jobs  
and  s t r i k e  ou t  to  be e n t r e p r e n e u r s .

So  w h a t ' s  th e  so lu t ion?
The t a s k  force  r e p o r t  ca ll s  for  f u n d a m e n ta l  change.  

Its  m os t r ad ica l  r e c o m m e n d a t io n  is for  A la s k a  to 
es ta b l ish  a s in g le -p ay e r  sy s t e m ,  s im i l a r  to  w h a t  
C an a d a  h as , w h e re  h e a l th  ca re  w ou ld  be  av a i lab l e  to 
oil A la sk an s .

B ut  th e  t a s k  force  k n o w s  th i s  is going to be n to ugh  
sell.  So it  a l so  has  com e up  w i th  a se r ie s  o f  in t e r im  
s teps  t h a t  con be  t o k e n  im m e d ia te ly  to  hold  d ow n  
costs  a n d  inc rease  access.

T h e  t a s k  f o r c e  r e c o m m e n d s  e s t a b l i s h i n g  a 
hea l th -ca re  a u t h o r i t y  to  se t  a s t a t e w id e  hca l 'h -c a re  
b u d g e t ,  w o r k  w i t h  p r o v i d e r s  to  s e t  m u t u a l l y  
accep tab le  r e i m b u r s e m e n t  r a t e s  a n d  dev e lo p  u n ifo rm  
b il ling  a n d  co m m o n  c l a im  fo rms.

I t r e c o m m e n d s  in s u r a n c e  r e f o r m  m e a s u r e s  lo 
g u a r a n t e e  ro n ew ab l l l t y ,  e l im i n a t e  m u l t ip l e  w a i t in g  
per iods  fo r  p re -ex i s t in g  c o nd i t io n s ,  r es t r i c t  p re m iu m  
ra tes  a n d  re q u i re  in s u re r s  to  di sc lose  ra t in g  prac tice s.

It r e co m m end s  e s ta b l i s h in g  poo ling  a r r a n g e m e n t s  
fo r  in d iv id u a l s  ond bu s inesses  to  p u r c h a s e  h ea lth -ca re  
coverage .  A n d  It r eco m m en d s  s t a l e  subsid ies  to  cov u r  
h ig h -p r io r i ty  p o p u la t io n s ,  s t a r t i n g  w i th  low-income 
p r e g n a n t  w o m e n  and  ch i ld ren .

What w i l l  th i s  cost?  T h e  s t a t e  w il l need  a t a x  — a 
payro l l ta x ,  a n  income tax .  B u t  th e  t a x  is a m a t t e r  of 
r e d i s t r i b u t i n g ,  r a t h e r  t h a n  i n c r e a s i n g ,  s p e n d in g .  
R em em ber, w e  a r e  p a y i n g  no w ,  th r o u g h  cost sh if ti ng , 
a d m in i s t r a t i v e  w as te ,  h ig h  p r e m iu m s ,  d e l ay ed  ca re .

T h e  t a s k  f o r c e  h a s  c o m e  u p  w i t h  c o n c r e t e  
r eco m m en d a t io n s  for ch a n g e  Wc w i l l  be  e x a m in in g  
th e se  re c o m m e n d a t io n s  f u r th e r  as  the  le g is la tu re  
convenes.  I f  you  w o u ld  l i k e  a copy  of  lire ' a s k  force 's  
repor t ,  ca ll  the  H ea l th  Resources  a n d  /,c*ess T a sk  
Force  a t  463-2933.

i
P d J r C ' ; v C 'S
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ESTIMATES OF ENRQLLEES AND COSTS UNDER 
SUBSIDIZED INSURANCE PROGRAM FOR LOWER INCOME 

ADULTS AND CHILDREN NOT ELIGIBLE FOR MEDICAID OR IHS COVERAGE

Income

Number of -
Eligible
Uninsureds

Under Poverty ‘
Adults 9,290
Children 426
Total 9,716

100- 200% Poverty
Adults 11,935
Children 3,631
Total 15,566

2 00 - 250% Poverty
Adults 5,857
Children 3,469
Total 9,326

All Incomes Adults 27,082
Children 7,526

TOTAL 34,608

SOURCE: Health Systems Research, Inc.
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Blue Cross
crlAteshcnsson and Alaska

P. 0. Box 327March. 25, 1993 Seattle. Wasni'ngieo 981T1-0327

The Honorable Jim Nordlund 
Alaska State Representative 
Alaska state Capitol 
Juneau, Alaska 99801-1182
Subject: HB 22 - Healthy Start Program

Alaska children's Health Corporation
Dear Representative Nordlund:
In our fax to you March 9, 1993 we 1 is tad the 1994 annual 
expected claims costs for each of the covered services 
itemized in the above referenced bill. With the exception 
of vision hardware, the services were reimbursable at ioo% 
of allowed charges. Allowed charges are those determined 
reasonable and custome.ry by the insurer.
The targeted premium looked at was $900 or less per year. 
This target amount was to cover not only the claims costs 
but also the administrative costs to pay the claims.
Each covered service was detailed so one could determine 
which services were the most expensive and also which could 
be viewed as elective and less emergent in nature. It 
should be emphasized these costs represent expected claim 
payments only; expenses for claims processing and customer 
service would need to be added to these costs and then 
compared to the target. Lower premiums could be achieved by 
placing co-pays, coinsurances and annual maximums on these 
services.
It is our belief this program will, in the long run, help 
lower overall health care costs in the State of Alaska 
provided residents purchase the coverage for their children. 
It accomplishes this by covering preventive type services 
where the obvious benefit is early detection of serious 
medical conditions and the resulting corrective treatments, 
Undetected these conditions could result in higher medical 
treatment costs down the line. From this position Blue 
Cross of Washington and Alaska supports your legislation on 
children’s health.
Sincerely,

q[yhn Gabriel 
Assistant Actuary
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HB 22 EXPECTED CLAIMS COSTS FOB 1994 

COVERAGE FOR CHILDREN UNDER AGE 19

PHYSICIAN SERVICES, Rx, & VISION

PHYSICIAN OFFICE - DIAGNOSTIC 
SCREENING & MISCELLANEOUS SERVIC 

' PHYSICIAN O-P ER VISITS 
RADIOLOGY { PROF &TECH IN OFFICE ONLY)
PATHOLOGY (PROF & TECH IN OFFICE ONLY)

■PHYSICIAN O-P SURGERY 
PRESCRIPTION DRUGS - O-P PHARMACY 

: VISION HARDWARE ( LENSES/ FRAMES )

PREVENTIVE SERVICES:
WELL bABY 
HEARING EXAM 
PHYSICAL EXAMS 
VISION EXAMS 
SPEECH EXAMS 
IMMUNIZATIONS

DENTAL

ADULT FEMALE *
PHYSICIAN PRENATAL VISITS ONLY 
PHYSICIAN DELIVERY 

( INCLUDES PRE & POST NATAL VISITS)

TOTAL

EXPECTED 
ANNUAL 

CLAIM COST 
PER CHILD 

$299.08

$32.16
$19.26
$20.72
$65.17
$68.35
$17.41

$27.48
$3.45

$13.09
$12.54

$0.18
$27.63

$366.02
$972.54

$723.79
$3,424.51

* only pregnant women or women expecting maternity care wiil purchase this benefit. 
+ Per page 4, HB 22, LINE 24 & 25 . Premium portion to be determined by the board.

rn
Page 1
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PHYSICIAN SERVICES. Rx & VISION SUPPLIES

PHYSICIAN O-P ER VISITS

RADIOLOGY { PROF &TECH IN OFFICE ONLY)

PATHOLOGY (PROF & TEC H IN OFFICE ONLY) 

PHYSICIAN 'O-P SURGERY

PRESCRIPTION DRUGS - O-P PHARMACY 
VISION HARDWARE ( LENSES/ FRAMES )

PHYSICIAN OFFICE - DIAGNOSTIC 
SCREENING & MISCELLANEOUS SERVICES

AK93KIDS.XLS

DESCRIPTION:

VISITS TO EMERGENCY AREA IN O-P HOSP BY PRIMARY PHYSICIAN OR 
HOSP STAFF PHYSICIAN (CPT4: 90500-90590,99062-99065) 
PROFESSIONAL & TECHNICAL COMPONENT OF RADIOLOGY SERVICES 
BILLED TOGETHER WHEN X-RAY PERFORMED IN CLINIC OR OFFICE 
SETTING (CPT4: 70010-79999)

PROFESSIONAL & TECHNICAL COMPONENT OF PATHOLOGY SERVICES 
WHEN BILLED TOGETHER & PERFORMED IN CLINIC OR OFFICE 
SETTING (CPT4 : 80002-89399)
PHYSICIAN SURGERY IN O-P HOSP ,OR FREE STANDING SURG FACILITY, 
OFFICE ’& ANESTHESIA. INCLUDES PRE & POST SURGICAL ENCOUNTERS 
W/'SURGEON ‘{CPT4: 10000-58999,59525,60000-69979,00100-01999) 
EXCLUDES [00842„00855.,00946.99100-99140 OR OTHER OB PROCE­
DURES] OR 10000-58999,60000-69979 'WITH ANESTHESIA MODIFIER)

INCLUDES DISPENSING FEE. DRUGS ORDER BY ATTENDING PHYSICIAN 
LENSES & CONTACTS BUT NOT BOTH ,1 /YEAR @ $200 MAX. FRAMES . 
@ $75 '(CPT4: 92390-92396)

PHYSICAN OFFICE & HOME VISITS, INCLUDES THERAPEUTIC INJECTIONS, 
ALLERGY TESTING & ALLERGY IMMUNOTHERAPY, DIAGNOSTIC TESTING , 
& OTHER MISC PROF SERVICES AS I BIOFEEDBACK, PI “ MONARY, NEUR- 
OLOGY„,CHEMOTHERAPY.DERMATOLOGY.NON-INVASIVE VASCULAR 
DIAGNOSTIC STUDIES.’VESTIBULAR FUNCTION TESTS, GASTRO­
ENTEROLOGY & OTORHINGOLOGY SERVICES.
INCLUDED BECAUSE THEY ARE RELATED TO DIAGNOSTIC TESTING. 

(CPT4: 90000-90080,90699,90900-98922,99000-99958,99070,90100- 
90400-90470,'90780-90790170,99,95000-95105,95115-95190,90900- 
90915,’95805-95999,'96400-96594010-94799,49,96900-96999,93850- 
93960,92531-92547,91000-91299, 92502-92504,9251 I -92520

Page 1
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WELL BABY

HEARING EXAM 
PHYSICAL EXAMS

VISION EXAMS

SPEECH EXAMS 
IMMUNIZATIONS

AK93KIDS.XLS

NORMAL PERIODIC EXAMS OF WELL KIDS UNDER AGE 2 (CPT4 90753- 
90757,90763-90764,90778)
HEARING EXAMS I CPT4 92506-92508,92551-9259S)
ROUTINE EXAMS FOR CHILDREN OVER 2 YRS . INCLUDES ASSOCIATED 
X-RAYS & LAB (CPT4 90750-90753,90760-90763.90774)
1 EYE EXAM /YEAR FOR OPTHTHALMOLOGIST OR OPTOMETRIST ( CPT4 
92002,92371,92499)
SPEECH EXAMS ( CPT4 92506-92508)
PROF SVCS & MATERIALS WITH ADMIN IMMUIZATIONS 
{CPT4: 90701-90749}
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2/20/93 4:19 PM

ALASKA CHILDREN PROGRAM: 

PER 2-19-93 MEMO FROM :

AK93KIDS

M&R HGC ADJUSTED TO ALASKA PER CHILD
MONTHLY ALASKA ANNUAL

SERVICES CLAIM COST ADJUSTMENT CLAIM COST (
WELL BABY $1.20 $1.69 $19.06
HEARING EXAM $0.21 $0.22 $2.65
PHYSICAL EXAMS $1.42 $1.49 $17.89
VISION EXAMS $0.74 $0.78 $9.32
SPEECH EXAMS $0.02 $0.02 $0.26
IMMUNIZATIONS $1.63 $1.61 $19.28

TOTAL $5.18 $6.70 $68.44
SELECTION LOAD $10.27
CALENDAR YEAR 1994: $78.71

WELL BABY 
HEARING EXAM 
PHYSICAL EXAMS

VISION EXAMS 
SPEECH EXAMS 
IMMUNIZATIONS

DESCRIPTION OF SERVICES
NORMAL PERIODIC EXAMS OF WELL KIDS UNDER AGE 2 (CPT4 90763-90757,90763-90704,907781 
HEARING EXAMS { CPT4 92606-92508,92657-92599}
ROUTINE EXAMS FOR CHILDREN AGE 2 & OVEWR. INCLUDES ASSOCIATED 
X-RAYS & LAB (CPT4 90750-90753,90760-90763,90774)
1 EYE EXAM /YEAR FOR OPTHTHALMOLOGiST OR OPTOMETRIST I CPT4 92002-92371,92499} 
SPEECH EXAMS { CPT4 92606*92500)
PROF SVCS & MATERIALS WITH ADMIN IMMUIZATIONS < CPT4 90701-90749}

Pace 1
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A «(ua H ealth  P lans
Suilv 1600 Century 5qu,in-
1301 Foanh Avenue
S cu tlc , W A  08101
Mail: P.O. Box 91032 (981U -9132)

Ntevfln M. L eB ru n  
Account M aui f t  r 
(21)61467-2803 
Fix: (206) 467-2087

March 29,1993

The Honorable Jim Nordlund 
Alaska State Legislature 
Stale Ctfpitol 
Juneau, Alaska 99811

Dear Representative Nordland:

Attaclied Is atl exhibit outlining expected 1st ycat (1994) claim coat for coverage mutle available 
under the tenra of RB22. I have itemized several levels of covcrugc. beginning with a program of 
Strictly preventive care, and expanded u» separate claim estimates for vision, dental and basic 
mcdicul coverogo.

Ihc annulled estimares arc based on typical churgcs fui services in the Anchorage area. The exhibit 
includes both a broad descriptiot: of benefits as well ax any payment limits, restrictions, or co.xt- 
shuxing features that might apply.

Included in the claim cost is a add-on to reflect the pvxjsibflities of "adverse selection." This term 
rclutes to the design of an insurance program and the extent to which individuals are able to elect 
the plan only because they have known or expected medicul cusl« To use vision care as an 
example, if only those persons with vision problems were allo wed to elect coverage, then the true 
insurance nature of the coverage and the spreading of risk would be compromised. Since this 
program is entirely voluntary one can expect a higher per participant claim cost than would 
otherwise be found under a typical employer insurance program, which, includes safeguards to 
minimize adverse selection.

While not included in the exhibit, I did research typical claim costs for maternity and prenatal core. 
This data is hased on a special survey of Alaska physicians performed January 1993
• prenatal carc-$6<)0
• delivery-only fees-vaginitl $1950; C-section .$2,400
• global charge (includes delivery and pre/post nutol care-vaginal $2r550; C-scctiun $.3100 
Tinipact of adverse selection would be most severe for this coverage since only expectant mothers 
would choose the coverage, thereby essentially negating the insurance aspect of the benefit.

Tlitf claim cost estimates do nut include cost of insurance admlnistruUun. There sue many variable 
that wuuld need to be better defined before an estimate could be made. These include die specific 
plan design offered, the service to be provided, the degree of involvement of die Corporation in 
assuming administrative functions, the projected number of enroUecs, However, it snould be 
noted that as a percentage of claim payments, administration costs will be much higher than under a 
typical insurance plan, in part due to the fixed cost of processing claims nf relatively small dollar 
value. In fact if  a minimal benefit program is offered, it is entirely likely that costs o f 
administration svill exceed claim costs.

I hope lliis information u useful; plcusc contact me if I can provide any further assistance.

Regards,
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HB 22-Alaska Children’s Program
Plan Claim Costs
Assumptions:

• coverage available io  ch ild ren  u n d er age 19 

» 12 m onth  residency

• no t otherw ise covered u n d er other pub lic /p riv a te  Insurance p lan  

« nn  p re -ex is tin g  lim ita tions/exclusions

• open ru les of en try  into and  exit from  p lan

Bengfite/Oflim Cost E stimates fur 1994 
(per child/per month)

P rev en tive /wellness routine care~S 4,30

coverage includes Im m unizations and  well baby /ro u tin e  physical exam s

benefits  p rov ided  for physician  office charges as well as d iagnostic Inb 
w ork  o ra e re d  a t tim e of visit

six visits covered in 1st y ea r of life, two in  second year, once p e r  y ear 
(hereafter

benefit p a id  at 100% of reasonable  an d  custom ary  (R&C) charge , no 
d e d u c tib le

V i s i o n  e x a m s—S I ,60

nne exam  covered every 24 m onths 

paid  a t 100% R& C, no deductib le

Vision Evew<>ar»$LQ-Q

one pu rchase  every 24 m onths if req u ired  due to < jange in  p resc rip tio n

fram es paid  a t 100% R&(.’ up to  $50 m u x iin u u  paym ent; lenses a t 100% 
R & C
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Denial  Coyerage~S20,Q0

covers p reven tive  and  basic services

in c lu d es cxam o, x -ray s, clean ings, f lo u rld e , filling-:. e x trac tio n s , 
pe rio d o n ta l an d  endodontic trea tm en t; o rth o d o n tia  not covered

benefits p a id  a t 80%  of R & C, no deductib le , up to  $1,000 p er ca len d ar year

A m bula to ry  Medical Coverage~$34,00

covers th e  follow ing serv ices:

• o u tp a tie n t physician  charges--offlce visits and  surgery

• d iagnostic  fab and x-rav expanses

• m edically  necessary  physical and speech therapy

• d ru g s th a t req u ire  a p rescrip tion  (excludes co n tracep tives and over-the-
c o u n te r  m edications)

• re n ta l o r  purchase  of d u rab le  m edical supplies

• h o sp ita l em ergency room  expenses

T h e  follow ing expenses are  excluded:

In p a tien t h osp ita l expenses, inpatien t su rg ica l expenses, 
in p a tie n t/o u tp a tie n t psych ia tric  and su bstance  abuse trea tm en t expenses, 
am bu lance  charges, hom e health  care, p riv a te  d u ty  nu rsing

benefits pnid at 8 0 7o af ter  a $100 ca len d ar year deductib le ;
$1,000 ca le n d a r y e a r oul-of-pockel lim it
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CS FOR H O U SE BILL NO. 22( )

IN THE LEGISLATURE O F THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES NORDLUND, Brown, BJDavis, Ulmer, Sitton, Finkelstein, Brice

A B ILL 

FO R AN A CT EN TITLED  

"A n Act estab lish ing  the Alaska C h ild ren ’s H ealth  C o rp o ra tio n  an d  the A laska 

H ealthy S ta r t P ro g ram ; rela ting  to in su rance; and  p rov id ing  for an  effective 

date."

BE IT  EN A C TED  BY T H E  LE G ISL A T U R E  O F  T H E  ST A T E  O F  ALASKA :

* Section 1. AS 21 is am ended by adding a new chapter to read:

CHAPTER 56. H EALTHY START PROGRAM .

ARTICLE 1. ALASKA CH ILD REN'S HEALTH CO RPORA TIO N.

Sec. 21.56.010. CREATION O F CORPORATION. The A laska C hildren’s 

Health Corporation is created as a public corporation. The corporation is an 

instrum entality o f the state within the Departm ent o f Adm inistration, but it has a legal 

existence independent of and separate from the state.

Sec. 21.56.020. PURPOSE OF THE CORPORATION, (a) The corporation’s 

purpose is to

(1) adm inister the A laska children’s health care plan as described in

WORK DRAFT WORK DRAFT WORK DRAFT

- 1-

iVev Text:  U n d e r l i n e d  [DELETED TEXT BRACKETED 1
CSHB 22( )
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WORK DRAFT WORK DRAFT WORK DRAFT
this chapter;

(2) purchase health insurance coverage for children and pregnant 

women who are eligible for the plan under AS 21.56.110; and

(3) manage the Alaska children’s health fund created under

AS 21.56.200.

(b) The corporation is not considered an insurer. The directors and em ployees 

o f the corporation are not considered to be agents o f an insurer. N either the 

corporation nor a director or employee o f the corporation is subject to the licensing 

requirem ents o f this title. However, the division of insurance may require that a 

m arketing representative used and compensated by the corporation be appointed as a 

representative o f the insurers with which the corporation contracts.

Sec. 21.56.030. BOARD OF DIRECTORS, (a) The corporation is governed 

by a board of directors consisting o f the com missioner of admin stration, the 

com m issioner o f health and social services, and five other members appointed by the 

governor. The five appointed members must include persons who are experienced in 

providing health care, managing large funds, providing health insurance, and prom oting 

child welfare. At least one member must be a person who resides in a rural area o f 

the state or is familiar with health care delivery in rural areas o f the state.

(b) Board members shall serve staggered terms o f four years.

(c) The board members shall select from among themselves a chair and a vice­

chair.

(d) M embers o f the board receive no compensation for their services but are 

entitled to per diem and travel allowances authorized by law for other boards and 

com m issions under AS 39.20.180.

(e) The board shall meet at least twice a year at times and locations 

determ ined by the chair. Four members o f the board constitute a quorum.

(f) The board may hire an executive director to assist, it in carrying out its 

duties. The executive director may hire other necessary staff. The executive director 

and other employees of the board serve at the pleasure o f the board and are in the 

exem pt service under AS 39.25.110.

ARTICLE 2. ALASKA CHILDREN’S HEALTH CARE PLAN.

22( ) -2-
New T e x r  U n d e r l i n e d  (DELETED TEXT BRACKETED I
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Sec. 21.56.100. CONTENTS OF PLAN, (a) The Alaska children’s health 

care plan consists of the following medical services for children who are eligible under 

AS 21.56.110:

(1) routine examinations;

(2) diagnostic and screening sendees;

(3) immunizations and preventive services;

(4) laboratory and x-ray services;

(5) outpatient physician services;

(6) outpatient surgery;

(7) emergency room services;

(8) prescription lenses, eyeglass frames, and vision care;

(9) prescription drugs; and

(10) other services, as approved by the board under (b) o f this section.

(b) The board may, by regulations adopted under AS 44.62 (Administrative 

Procedure Act), determine the scope o f the services listed in (a) o f this section and add 

other categories of services for children that will be covered under the plan. A new 

category o f service is not covered under the plan until an insurer agrees to cover it.

(c) The plan also includes prenatal services and at least three months of 

postnatal services for pregnant women. The board may, by regulations adopted under 

AS 44.62 (Administrative Procedure Act), determine the scope o f services covered 

under this subsection, including the duration o f postnatal services beyond the minimum 

set under this subsection. The board may also add delivery services for pregnant 

women to the plan.

(d) In addition to the premium required under AS 21.56.140, the board may 

require a copaym ent for a service, establish deductibles, set duration and usage limits, 

develop and im plem ent procedures related to utilization review, and establish other 

reasonable conditions relating to the provision of services under (a) - (c) o f this section 

to lim it the cost o f the p lan’s operation and to ensure the efficiency and efficacy of the 

services provided under the plan.

(e) W hen determining the scope of services or adding services under (b) of this 

section or establishing conditions relating to the provision o f services under (d) of this
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section, the board shall give priority to the provision o f preventive services with the 

fewest conditions practicable.

Sec. 21.56.110. ELIGIBILITY FOR THE PLAN, (a) A child is eligible for 

coverage under AS 21.56.100(a) and (b) if

(1) the child is under the age of 19 and has been a resident o f the state 

for the 12 months immediately preceding application for plan coverage cr, if the child 

is less than one year old, at least one of the child’s parents has been a resident of the 

state for the 12 months immediately preceding application for plan coverage;

(2) the child does not have health care coverage under another public 

or private health insurance plan;

(3) the child is not eligible for medical coverage under AS 47.07 

(M edicaid); and

(4) the premium for plan coverage is paid on behalf of the child, as 

determ ined by the board under AS 21.56.140.

(b) A pregnant woman is eligible for coverage under AS 21.56.100(c) if

(1) the woman has been a resident of the state for the 12 months

im m ediately preceding the woman’s application for plan coverage;

(2) the woman does not have coverage for sim ilar services under

another public or private health insurance plan;

(3) the woman is not eligible for medical coverage under AS 47.07 

(M edicaid); and

(4) the premium for plan coverage is paid on behalf o f the wom an, as 

determ ined by the board under AS 21.56.140.

Sec. 21.56.120. APPLICATION PROCESS, (a) A pregnant woman or the 

parent or guardian o f a child may request an application packet for plan coverage by 

notifying the board directly or by completing the relevant section o f the w om an’s or 

ch ild ’s permanent fund dividend application form as provided under AS 43.23.017.

(b) Upon direct notification by an interested person or upon notification from 

the D epartm ent of Revenue of the name and mailing address o f a person who has 

requested an application packet for the plan under (a) ol this section, the board shall 

send an application packet to the person requesting it.
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CSHB 22( ) -4-
iVew To .v r. U n d o r l  i r . e d  I  DELETED TEXT BRACXETED ]



1
2
3
4

5

6
7

8

9

10

11

12
13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

(c) An application packet sent under (b) of this section must include

(1) a description of the health care coverage available under the plan;

(2) a copy c f  the schedule used by the board to determ ine the premium 

responsibility and a description of deductibles and copaym ent requirements the board 

has established under AS 21.56.100(d);

(3) an explanation of the eligibility requirements for the plan;

(4) a form to be returned to die board requesting w hether the applicant

wishes to pay the plan premium by deduction from the person’s perm anent fund

dividend if the person is found to be eligible for the plan; and

(5) an application form to be returned to the board if  the person wants

to apply for coverage personally or on behalf of an eligible child.

(d) W ithin 30 days after receiving a completed application for plan coverage, 

the board shall either notify the applicant about whether the plan coverage is approved 

or request additional information necessary to determine the eligibility. If  the board 

determ ines that a pregnant woman or a child is eligible for the plan, the notification 

c f  eligibility sent under this subsection m ust include a determination o f am ount o f the 

prem ium  required under AS 21.56.140.

(e) Plan coverage begins on the day the required premium is received by the 

board except that for a person who indicated with the application form that the

prem ium  could be paid by reduction o f a permanent fund dividend, plan coverage

begins on the date plan coverage is approved for the person. If  the board subsequently 

determ ines that the person’s permanent fund dividend is unavailable or insufficient to 

cover the plan’s premium, tire board shall suspend the person’s coverage until 

additional payment is received.

(f) The board’s denial or withdrawal of plan coverage may be appealed to the 

superior court.

Sec. 21.56.130. ADM INISTRATION OF PLAN, (a) The board shall 

adm inister the Alaska children’s health care plan by

(1) soliciting and accepting funds from private sources for use under 

AS 21.56.140(d); the board may also accept donations of services, supplies, personnel, 

and other in-kind donations;

-5- CSHB 22( )
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(2) soliciting and evaluating bids and purchasing insurance from one 

or more insurers to provide plan coverage;

(3) m arketing the plan in a m anner designed to make its existence 

known to pregnant women and the parents and guardians of children who may be 

eligible for the plan;

(4) evaluating applicauons for plan coverage and determ ining eligi jility  

for plan coverage;

(5) determ ining the premium that is required under AS 21.56.140.

(b) The board shall adopt regulations under AS 44.62 (Administrative

Procedure Act) to im plem ent this chapter.

Sec. 21.56.140. PREM IUM S, (a) T he board shall adopt a schedule of 

prem ium s that includes a premium for a child’s coverage, a premium for a w om an’s 

coverage that includes delivery services if the board chooses under AS 21.56.100(c) 

to offer that coverage, and a premium for a w om an’s coverage that does not include 

delivery services.

(b) The board, in cooperation with the D epartm ent o f Revenue, shall adopt 

regulations under which a pregnant woman or a parent or guardian may request that 

a perm anent fund dividend to which the worn? M l’ tntided be reduced by the 

D epartm ent o f Revenue to provide the prem ium  4 a3 tor the w om an’s or ch ild ’s 

plan coverage.

(c) The board shall deposit prem ium s received under this section into the 

general fund. The departm ent o f administration shall separately account for premiums 

deposited into the general account by the board. The estim ated annual balance in the 

account may be used by the legislature to make appropriations to the fund established 

under AS 21.56.200.

(d) To the extent that the board receives private funds under 

AS 21.56.130(a)(1) or an appropriation made specifically for the purposes o f this 

subsection, the board shall reduce the prem ium  levels determined under (a) o f this 

section for pregnant women and children whose household inccm es are beiow 300 

percent o f the income level established under AS 47.25.310 - 47.25.420 for eligibility 

for aid to families with dependent children.
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Sec. 21.56.150. CONFIDENTIALITY OF RECORDS, (a) Information 

received by the board in an applicadon for plan coverage is confidential and is not 

subject to public inspection and copying under AS 09.25.110 - 09.25.120.

(b) A board member or employee of the corporation who divulges information 

in violation o f (a) of this section is gu’lty of a class B misdemeanor.

ARTICLE 3. ALASKA CHILDREN’S HEALTH FUND.

Sec. 21.56.200. CREATION OF FUND. The Alaska children’s health fund 

is created in the corporation. It consists of money donated to the corporation from 

private sources and appropriations made to the fund.

Sec. 21.56.210. USE OF THE FUND. The board may use money in the fund

(1) to pay insurance premiums for the Alaska children’s health care

plan; and

(2) for the board’s expenses incurred in administration o f the plan and

the fund.

ARTICLE 4. GENERAL PROVISIONS.

Sec. 21.56.290. DEFINITIONS. In tnis chapter,

(1) "board" means the board o f directors of the Alaska C hildren’s 

Health Corporation established under AS 21.56.010;

(2) "corporation" means the Alaska Children’s Health Corporation 

established under AS 21.56.010;

(3) "fund" means the Alaska children’s health fund established under

AS 21.56.200;

(4) "plan" means the Alaska children’s health care plan described under

AS 21.56.100.

Sec. 21.56.299. SHORT TITLE. This chapter may be cited as the Healthy 

S tan  Program.

* Sec. 2. AS 39.25.110 is amended by adding a new paragraph to read:

(30) the executive director and other em ployees o f the Alaska 

C hildren’s Health Corporation (AS 21.56).

* Sec. 3. AS 39.30 is amended by adding a new section to read:

Sec. 39.30.092. BIDDER REQUIREM ENT. An insurer may not submit a bid

WORK DRAFT WORK DRAFT WORK DRAFT
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under AS 39.30.090 for a type of medical care coverage that is included in the Alaska 

ch ildren’s health care plan under AS 21.56 unless the insurer also submits a bid to the 

Alaska C hildren’s Health Corporation to cover that type o f medical care under 

AS 21.56.

* Sec. 4. AS 43.23 is amended by adding a new section to read:

Sec. 43.23.017. ALASKA CH ILD REN ’S HEALTH PLAN, (a) The 

departm ent shall include on the permanent fund dividend application form  a question 

requesting whether the applicant wishes to apply for coverage o f a child or pregnant 

woman under the Alaska children’s health care plan established under AS 21.56.

(b) W ithin 30 days after receiving an application form  that indicates interest 

in the A laska children’s health plan, the departm ent shall notify the Alaska Children’s 

Health Corporation o f the names and mailing addresses o f persons who have indicated 

on a perm anent fund dividend form that they would like to apply for coverage under 

the A laska children’s health care plan.

(c) The department, in cooperation with the A laska C hildren’s Health 

Corporation, shall adopt regulations governing how it will honor a request that a 

perm anent fund dividend be reduced by the departm ent to provide the premium 

paym ent for coverage under the Alaska children’s health care plan.

* Sec. 5. TRA N SITION A L PROVISION. Notw ithstanding AS 21.56.030(b), enacted by 

sec. 1 o f this Act, the governor shall set the terms o f the first five appointed m em bers o f the 

board of directors o f the Alaska Children’s Health Corporation so that one of the appointed 

members serves a two-year term, two members serve three-year terms, and two m em bers serve 

four-year terms.

* Sec. 6. AS 21.56.010 - 21.56.030, 21.56.130(a)(1), and 21.56.200 - 21.56.299, enacted 

by sec. 1 o f this Act, and secs. 2 and 5 o f this A ct take effect im m ediately under 

AS 01.10.070(c).

* Sec. 7. Except as provided in sec. 6 of this Act, this Act takes effect July 1, 1994.
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The Role of Private 
Health Insurance 
in Children's Health Care

Private health insurance is the primary means of financing health care for America’s 
children and pregnant women. Most coverage is provided under employer plans. 
Access to private health care coverage, however, is threatened by the increasing cost 
of health care, cost shifting by providers, and insurance marketing practices that tend 
to deny coverage to high-risk individuals. These pressures have already led to an 
increase in the number of uninsured children and pregnant women.

This paper provides an overview of the private health insurance market with a focus 
on recent trends. The elTecis of self-funding arrangements by employers and of 
various cost control arrangements—including managed care plans, patient cost-shar­
ing provisions, and employee premium contributions—are examined for their 
potential impact on children and j. "egnant women. Policies that might expand 
health insurance coverage for children, including a universal health insurance plan, 
and health insurance market reforms, are explored. Alternative strategies for en­
hancing universal health insurance coverage for children include m andator/ 
employer-based insurance programs, a program of tax credits to underwrite individ­
ual insurance plans, and a singl'j-paycr government program financed through the 
txx system. The authors conclude that efforts should be made to preserve the current 
private health insurance system by reducing cost shifting from public programs, 
guaranteeing the availability of coverage to all groups, and controlling costs by means 
of competition, managed care, and perhaps global spending limits. Such compre­
hensive reforms might be necessary merely to preserve private insurance coverage 
for a majority of America’s children and pregnant women.

P rivate in su ran ce  is the  p rim ary  source o f  fu n d in g  fo r hea lth  care  
fo r c h ild ren  an d  p re g n a n t w om en in  th e  U n ite d  States. T h e  
M arch 1990 C u rre n t P opu la tion  Survey (CPS) re p o rts  tha t a b o u t 
63%  o f  all ch ild ren  are  covered as d e p e n d e n ts  u n d e r  em p lo y er hea lth  

in su ran ce  p lans an d  a n o th e r  10% are  covered  u n d e r  individually  p u r­
ch ased  n o n -g ro u p  insu rance . A bou t 60% o f p re g n a n t w om en  a re  covered 
u n d e r  em p loyer p lans, e ith e r  as em ployees o r  as d e p e n d e n t  spouses, an d  
a b o u t 6% have n o n -g ro u p  co verage .1

T h e  e x te n t o f  private in su rance  coverage fo r ch ild re n  d ec lin ed  
d u r in g  th e  1980s largely because o f  an increase in h ea lth  care  costs, a
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T he purpose o f  health  insurance is to 
m inim ize th e  risk o f financial catastrophe 
tha t often results from  unexpectedly large 
losses o r  e x p e n d itu re s  by poo ling  the 
experiences o f  a large n um ber o f  people. 
In g enera l, large em ployer g roups can 
p re d ic t with reaso n ab le  accuracy what 
th e ir  health  care expenses will be during  
a particu lar year. A lthough it may be diffi­
cu lt to p red ic t precisely how many people 
will incur large expenses and  hov much 
each  p e rso n ’s illness will cost, a g roup  can 
sp read  the resu lting  expenses am ong a 
large n u m b er o f  people, thereby creating 
an  average expense tha t varies far less than 
an  in d iv idua l's  expense. This concep t, 
know n as risk p o o lin g , allows a large 
em ployer to estim ate fairly accurately the 
cost o f  o ffering  health  care insurance to 
its em ployees.5 Similarly, insurance com ­
panies pool the  risk o f  num erous small 
g ro u p s an d  individuals to pred ict their 
overall expenses.

Fully Insured Arrangements
T rad itio n a l private h ea lth  insurance  is 
b a se d  on  a c o n tra c tu a l  a r ra n g e m e n t 
betw een a p u rch ase r (e ith er an em ployer 
o r an  individual) and  an insurer w here the 
p u rchaser agrees to pay the  insurer a p re­
d e te rm in ed  am o u n t (the  prem ium ) per 
covered m em b er p er tim e period  (typi­
cally a m on th ) in re tu rn  for full assurance 
th a t all approved  expend itu res will be paid 
by the in su rer.6 In o th e r  words, the pur­
chaser is no t a t risk if expenses exceed the 
total p rem ium  am oun t. In 1989, Am erican 
em ployers an d  em ployees spen t $36.9 bil­
lion on  fully insured  g ro u p  health  insur­
ance  p rem ium s.7

U n d er p lans o f  this type, the insurer is 
fully responsib le  for all covered health 
care  e x p e n d itu re s . T h e  in su re r 's  goal, 
therefo re , is tc  set p rem ium s so that they 
cover the expected  claims payout for the 
covered  p o p u la tio n  plus a m argin  for 
profit, overhead  expenses, and reserves to 
cover unexpected ly  large claims.

Self-funding Arrangements
A lthough insurance  com panies trad ition­
ally perfo rm ed  the risk pooling fi.ocuon 
for em ployers and  individuals, em ployers 
have in recen t years increasingly pursued 
self-funding as an alternative m ethod  for 
financing  th e ir  health  care plans. T h e  per­
cen t o f  m edium  and  large em ployers who 
self-funded grew from 19% in 1979 to 66% 
in I988.H In self-funded plans, the  em ­
ployer assum es all risk for health  ex p en d i­

tures an d  con trac ts with a third-party ad­
m inistra tor o r  in su rer to han d le  claims 
processing a n d  o th e r  adm inistrative func­
tions re la ted  to  the plan.

Self-funding has m any advantages for 
the em ployer. First, the  Em ployee R etire­
m en t In co m e Security Act (ERISA) o f  
1974 p reem p ts  states from  regu la ting  self- 
insured  plans. T hus, em ployers who op t 
for self-funded plans can avoid paying for 
those s ta te-m andated  benefits tha t they 
do  no t w ant to  cover. Second, em ployers 
can  avo id  in s u ra n c e  p re m iu m  taxes. 
T h ird , for an em ployer th a t perceives its 
em ployees to  be hea lth ie r, on average, 
than o th e r  com parab le  em ployers, self­
fund ing  provides th e  o p p o rtu n ity  to pay 
for h ealth  care  based on  th e  g ro u p ’s own 
experience, ra th e r  than  paying an insur­
ance p rem ium  tha t reflects the experi­
en ce  o f  a la rg e r a n d  s ick e r em ployer 
com m unity . T h e  p rim ary  draw back to 
self-funding is the  increased  risk o f  large 
losses as a result o f unexpected ly  high 
m edical claims.

Em ployers can red u ce  th e ir  exposure 
to this hazard  by pu rch asin g  insurance 
specifically to cover ex traord inarily  large 
ex p en d itu re s . For exam ple , in a m ini­
m um  p rem ium  plan, the p u rchaser as­
sum es full responsibility  for health  care 
ex p en d itu res  up  to a certa in  th reshold . 
Beyond th a t th resho ld , an insurance com ­
pany takes over o r  shares in the paym ent 
o f all add itio n a l claim s. M inim um  p re ­
m ium  plans a re  often  good  op tions for 
em ployers th a t find it econom ical to self- 
fund bu t do  n o t have the  financial re­
sources to pay for unexpec ted  high-dollar 
cases such as low birth  weight infants with 
m ultiple com plications.
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ganizations an d  even with traditional in­
dem nity  insurance plans. U nder case m an­
ag e m e n t, a case m an ag er co o rd in a tes  
health  care from  a variety o f  providers for 
individuals with com plex and  lengthy or 
ch ron ic  illnesses. Case m anagem ent can 
be used to facilitate cost-effective care 
w hich in tegrates health  care with the  total 
needs (developm ental, educational, and  
env ironm ental) o f  a child o r a p regnan t 
wom an. It can facilitate hom e p lacem ent 
an d  reduce  overall costs. As advocates for 
an  insurer, however, case m anagers can 
also be used to d e te r utilization o f  expen­
sive services.

T h e  effectiveness o f  m anaged care pro­
gram s in red u c in g  costs varies with the 
type o f  m anaged  care plan. A R and Cor- 
po rau o n  study o f  prepaid  health  plans in­
dicates th a t expend itu res in an HM O can 
be as m uch as 25% lower than in conven­
tional health  p lans.9 T h e  m ore loosely ar­
ranged  plans such as PPOs show little, if 
any, overall savings because o f  th e ir organ- 
izadonal s truc tu re . An A. Foster Higgins 
survey indicates tha t som e utilization re­
view program s save up to 4% on total m edi­
cal plan costs.10 Som e studies o f  selected 
p rogram s ind icate  that every do llar spent 
o n  udlizadon m anagem en t results in a re- 
d u cuon  in claim s o f  §4 to $9; however, 
o th e r  studies indicate tha t these program s 
are  barely cost-effective.11

W hile em pirical evidence is lim ited, it 
is widely believed that m anaged care is 
m ost effective in m odifying m edical prac­
tice when netw ork providers serve exclu­
sively those covered u n d e r  the plan (as 
h ap p en s in the  HM O staff m odel) and  
w hen paden ts obtain  the ir care exclusively 
th rough  the network. T h ere  is som e ex­
pectation  tha t the poten tia l for cost sav­
ings u n d e r  m anaged  care will grow as 
m edical effectiveness an d  outcom es re­
search are fu rth e r developed to yield cost- 
effective practice guidelines which can be 
d is s e m in a te d  th ro u g h  m a n a g e d  care  
networks.

Cost Sharing Arrangements

Insurance  p ro d u c ts  also vary greatly in 
how  they re q u ire  em ployees a n d  their 
families to sh are  health  care costs with the 
em ployer. Em ployee cost sharing  takes 
m any forms, including  prem ium  con tribu ­
tions, deductib les, and  coinsurance. While 
em ployee cost sharing  traditionally has 
not been a cen tra l feature in m ost em ­
p loyer-financed  in su ran ce  plans (espe­
cially those tha t a re  un ion-negotia ted), it

is becom ing m ore popular, in part because 
o f  increasing pressure to con tro l health  
expenditures.

About 45% o f em ployees contribu te  to 
the cost o f  their health  insurance prem i­
um s.12 For health  insurance plans that re­
quire  a prem ium  con tribu tion , em ployees 
typically pay, on  a p re tax  basis, a percen t­
age o f  the m onthly prem ium  am ount. T he 
average em ployee con tribu tion  is 21% o f 
the  m on th ly  p re m iu m .13 U n d e r  som e 
plans the contribu tion  rate  varies by type 
o f  policy a n d  may be less for an individual 
than  for a family. Prem ium  contribu tions 
are m ore com m on for HMOs, in which 
54% o f enro llees pay a contribu tion , than 
they are for non-H M O  plans, in which 41 % 
o f enrollees pay a co n trib u tio n .14

D eductibles are  com m on  features in 
non-H M O  insurance  p lans, b u t vary en o r­
mously in how  they a re  struc tu red , in  97% 
o f fully in su red  plans, the  insured  individ­
ual m ust satisfy an  aggregate  ann u al d e ­
ductib le  a m o u n t for m edical expenses. 
C om m on deductib les fo r individual cov­
erage are  $100 an d  $200; for family cov­
erage typical deductib les are  $300 o r $400 
p e r family p e r yea r.15 O n ce  the insured  
person  o r  family has in cu rred  and  paid 
for health  care  expenses equal to the  d e ­
ductib le  a m o u n t, the  in su re r assum es re­
sponsib ility  fo r the  m ajority  o f  h ea lth  
ex pend itu res.

Case management can be used to facilita te  
cost-effective care which integrates health 
care w ith the total needs (developmental, 
educational, and  environmental) o f  a  
child or a  pregnant w om an.

Som e m anaged  care plans a ttem p t to 
use the d educ tib le  to d irec t covered ind i­
viduals to hospitals an d  physicians with 
whom  the m anaged  care plan has a finan­
cial a rra n g e m e n t. F o r ex am p le , m any 
PPOs, EPOs, an d  point-of-service plans 
have two sets o f  deductib le  rates, o n e  for 
in-netw ork providers with whom  the plan 
has a co n trac tua l ag reem en t and  one  for 
out-of-netw ork providers. Typically, these 
plans use out-of-netw ork deductib les tha t 
a re  m uch h ig h er than  the in-network de­
ductib les in an effort to persuade benefi­
ciaries to use providers who are  part o f the 
network.
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factors in fluence  the cost o f  a private 
health  insurance plan, including  the com ­
prehensiveness >f the benefits package 
an d  the  degree to which cost con ta inm en t 
program s are  used. From the in su rer’s per­
spective, a m ajor factor influencing the 
cost o f  insurance is the “riskiness" o f  the 
g ro u p  o r  individual to be covered. Many 
in su re rs  a tte m p t to ex c lu d e  high-cost 
g roups and  individuals from  coveiage o r 
design policies to p ro tec t the  in su rer from 
the  consequences o f  high-cost illness.

Preexisting condition  lim itations are 
freq u en tly  used to p ro tec t the  in su rer 
from  high-cosi illnesses by excluding from  
coverage for a specified period  (often 6 to 
12 m onths) m edical care requ ired  to treat 
a cond ition  that was d iagnosed a n d /o r  
trea ted  p rio r to the com m encem ent o f 
coverage. By covering only new cond i­
tions, the in su rer can reduce costs and  
offer a lower prem ium . T hese lim itations 
have serious im plications for p reg n an t 
w om :n  and  infants. Because pregnancy is 
typically considered  to be a preexisting 
cond ition , women who becom e insured 
after they have becom e p reg n an t or d u r­
ing a waiting period  before their insurance 
becom es effective may find it difficult to 
ob tain  re im bursem ent for the costs o f  the 
pregnancy.

Trends in Private 
Insurance Coverage for 
Children

A lth o u g h  p r iv a te  h e a l th  in s u r a n c e  
rem ains the prim ary source o f  health  in­
s u r a n c e  fo r  c h i ld r e n  a n d  p r e g n a n t  
w om en in the U nited  States, the  percen t­
age o f  ch ild ren  with private coverage d e ­
clined  th ro u g h o u t the 1980s. T h e  erosion 
in coverage can be traced to the rising cost 
o f  health  insurance and  the grow th in 
in s u r e r  risk  s e le c t io n  p ra c tic e s  th a t

severely restric t the availability o f  in su r­
ance  to persons with a history o f  m edical 
conditions. M oreover, the  rising  cost o f  
health  care has caused m any em ployers to 
red u ce  the range o f  benefits p rovided a n d  
to req u ire  add itional em ployee cost sh a r­
ing in the form  o f increased deductib les 
a n d  p re m iu m  c o n t r ib u t io n s .  T h e s e  
trends in private insurance  coverage are  
discussed below.

Trends in Coverage

T h e M arch 1990 C u rren t Population  Sur­
vey (CPS) data indicate th a t ab o u t 74% o f 
all ch ild ren  have private insurance cover­
age. N early two th ird s  o f  all c h ild ren  
(63% ) are covered as d ep en d en ts  u n d e r a 
working p a re n t's  em ployer health  plan 
(tabL- 2). A no ther 11% o f  all ch ild ren  are 
covered  u n d e r  ind iv idually  p u rch ased  
non-group  insurance plans. In add ition , 
abo u t 27% o f  all p regnan t wom en are cov­
e red  as em ployees u n d e r  an  em ployer 
health  plan. A bout 33% are  covered as 
d e p e n d e n ts  u n d e r  th e ir  sp o u se s’ e m ­
ployer health  plans, and  a n o th e r  6% are 
covered  u n d e r  ind iv idually  p u rch ased  
non-group insurance plans. Overall, ab o u t 
60% o f p reg n an t women have em ployer- 
sponsored  coverage.

T h e  percen tage o f  ch ild ren  with em ­
ployer h ealth  in su rance  declined  from  
66% :n 1980 to 62% in 1986; however, the 
percen tage with em ployer insurance in­
creased to 63% by 1990. A lthough there  
are d ifferences in the  way insurance cov­
erage is m easured  across surveys, these 
trends are  generally  consistent with o th e r 
survey d a ta .18 For exam ple, in this jo u rn a l 
issue M onheit and  C unn ingham  rep o rt 
th a t the  percen tage o f  ch ild ren  with pri­
vate health  insurance coverage th ro u g h ­
out the year declined  from  71% in 1977 to 
63% in 1987.

T h e  d e c lin e  in the  p e rc e n ta g e  o f  
ch ildren  covered under em ployer plans



U.S. Health Care for Children 123

sh ifting  may be causing  increases in u n ­
c o m p e n sa te d  a n d  u n d e rc o m p e n sa te d  
care  by fu r th e r  red u c in g  the  affordabil- 

. ity o f  private insurance .

In response to rising health  care costs, 
m any em ployers have a ttem p ted  to co n ­
trol spend ing  th rough  a variety o f m an­
aged care strategies. Industry data  show 
th a t HM O en ro llm en t has grown steadily 
d u ring  the past decade .20 In 1988, abou t 
19% o f persons insured by benefit piano 
o f  firms with 100 o r  m ore em ployees were 
en ro lled  in HM Os an d  approxim ately 7% 
w ere e n ro lle d  in selective co n tra c tin g  
p lans (PPOs an d  EPO s).21 In add idon , 
91% o f em ployer plans surveyed by A. Fos­
te r Higgins have som e form  o f  utilization 
review p rogram .22 For exam ple, 73% o f  
insurers req u ire  precerd ficadon  for selec­
tive hospital adm issions, and  abou t h a lf 
require  c o n cu rren t review o f hospital ad ­
missions. D espite these efforts to contain  
costs, how ever, m any em ployers have 
found  it necessary to reassess the level o f  
coverage provided.

Covered Services

T h e  traditional role o f  private insurance 
was to cover costs associated with acute 
illnesses, n o t costs associated with services 
designed to preven t illness. Rapidly rising 
health  care costs have led m any em ployers 
to b roaden  th a t focus. P regnan t women 
have been a p o p u la r target o f  m anaged  
care program s because expenses re la ted  
to ch ildb irth  are  the largest single com po­
n e n t o f  a typical em ployee g ro u p 's  health  
care costs an d  may range from  10% to 49% 
o f  total ex p en d itu res .23 Employers and  in­
surers now offer services th a t were rarely 
c o v e re d  u n d e r  tr a d i t io n a l  in s u ra n c e  
plans, including free obstetrical visits, be­
havior m odification classes for sm oking 
cessation and  w eight loss, p reconcep tion  
health  risk appraisals, and  extensive p re ­
natal an d  postpartum  educational m ateri­
als and  classes.24 O n e  em ployer estim ates 
that its pregnancy health  benefits m anage­
m en t program  saved alm ost $500,000 in its 
first year by red u c in g  the  frequency o f low 
birth  weight babies.23

Young ch ild ren  are  also a popu lar tar­
get for specialized program s such as case 
m anagem ent. For exam ple, a m idwestern 
HM O is im p lem en ting  a case m anage­
m en t program  designed to help  ch ildren  
with chron ic  asthm a. T he program  was 
desig n ed  in re sp o n se  to ilu* fact tha t 
asthm a was the n u m b er o n e  reason for 
school absen tee ism  in the  a rea  an d  a

m ajor source o f  HM O expend itu res. In 
co n cert with the school nurse , prim ary 
care physician, a social worker, the  p ar­
ents, and  a com bination  o f  o th e r  profes­
sionals, the  pediatric  asthm a case m anager 
works with the child  to he lp  him  o r  her 
accep t the  responsibilities associated with 
asthm a trea tm en t. T h e  goal is to keep  the 
child  in school an d  ou t o f th e  em ergency 
room  o r hospital in p a tien t se tting .25

A n o th er increasingly p o p u la r program  
involves using so-called C en ters o f  Excel­
lence. C enters o f  Excellence are  facilities 
iden tified  by insurers as high quality, cost- 
effective providers o f  specialty care. For 
exam ple , c h ild re n 's  hospitals are often 
designated  as C enters o f  Excellence for 
the  provision o f  specialized pediatric  care. 
All cases for specific types o f  care are then  
sen t to the C en te r o f  Excellence for trea t­
m ent. C urrently , the  m ost p o p u la r types 
o f  C en ters o f  Excellence are  those special­
izing in organ  transplants a n d  rehabilita­
tion services.

W hile  m any o f  th e  tre n d s  in ch il­
d re n 's  coverage a re  positive, coverage 
fo r ce rta in  services o f  p a rtic u la r  im p o r­
tan ce  to  ch ild ren  has d e c lin e d  in re c e n t 
years. An a n n u a l survey o f  m ed iu m  an d  
large firm s co n d u c te d  by th e  B ureau  o f  
L abor S tatistics (BLS) in d ica tes  th a t the  
p e rc e n ta g e  o f  p e rso n s with d en ta l cov­
e rag e  d e c lin e d  from  77% in 1984 to (56% 
in I9H9.21' T h e  BLS da ta  also  ind ica te  
thai th e  p e rcen tag e  o f  p a rtic ip an ts  in 
p lans with lim ita tions on  th e  n u m b e r  o f  
days o f  in p a t ie n t  co v erag e  in c re a se d  
from  43%  in 1982 to 77% in 1989. In
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d e p e n d e n t by a n o th e r  fainilv m em ber 
(34.3% in 1979 to 31.4% in 198(i).:'*

Insurance Rating and Availability
Perhaps the m ost d isconcerting  trend  in 
o u r  health care financing system lias been 
the erosion o f  insurance as a m eans o f  
pooling risk. In effect, we are rapidly mov­
ing to an insurance system that is willing to 
insure  only healthy individuals. In the 
early days o f  the  health  insum nce industry, 
all individuals paid  a uniform  com m unity- 
ra ted  prem ium . C om m unity  rating  pools 
the cost o f  all health  services provided in a 
given region across all com m unity  m em ­
bers and  sets a single uniform  prem ium  for 
all insured individuals. U nder a com m u­
nity-rated system, people  who use lesser 
am ounts o f  health  care effectively subsi­
dize the cost o f  care provided to sicker 
in d iv id u a ls  w h o  use  m o re  se rv ic e s . 
However, if one takes the long view, com ­
m unity rating assures th a t when healthy 
individuals becom e ill they will receive 
n eed ed  health  services while paying no 
g rea ter prem ium  than  o th e r  m em bers o f 
the com m unity.

C om m unity ra ting  was b ro u g h t to an 
e n d  by co m p e titio n  am o n g  in su ran ce  
com panies. T h e  typical m arketing  strategy 
for an insurer is to a ttrac t business by 
offering com petitive prem ium s to only the 
h ea lth ie s t g ro u p s  an d  lim iting  the in­
s u re r ’s e x p o su re  by re fu sin g  to cover 
health  conditions tha t were p resen t before 
the policy was issued. Renewal prem ium s 
are adjusted based upon experience so 
tha t prem ium s increase if the health  status 
o f  the g roup  declines. In today’s system, 
m ost ind iv iduals pay a p rem iu m  th a t 
reflects th e i-  h ea lth  sta tus an d  typical 
e x p e n d itu re  p a tte rn s  ra th e r  th an  th e  
overall average cost o f  health  care in their 
com m unity.

F urtherm ore, insurers often engage in 
a practice known as m edical underw riting  
which analyzes health  characteristics ol in­
dividual g roup  m em bers to identify p o ten ­
tially high-risk individuals. U nderw riting 
occurs primarily in the small g roup  and 
individual insurance m arkets with the re­
sult that selected peop le  are denied  cover­
age th rough  this process. T o  date, m edical 
underw riting  has been used infrequently 
by larger em ployers who are typically self­
funded  a n d /o r  can effectively pool risk to 
reduce the ir exposure to large losses.

T h e  dem ise o f  com m unity  rating has 
worked to the benefit o f  som e an d  to the 
d e trim en t o f  o thers. I leu lih ier individuals

benefit from  this change because they pay 
a prem ium  tha t is often  substantially lower 
than w hat they would have paid u n d e r a 
com m unity-rated system. However, m edi­
cal underw riting  has greatly increased p re ­
miums for sicker individuals and , in many 
instances, has left un in su red  those m ost in 
need o f  health  coverage. M oreover, as 
h ealth ier people  becom e sick, they often  
face d ram atic  increases in prem ium s an d  
may ultim ately find  them selves un insu red .

In su re r  risk se lec tion  p rac tices can 
have a d ram atic  im pact o n  families with 
chronically ill ch ild ren . M any paren ts find 
tha t they can n o t change jo b s  w ithout los­
ing coverage for these ch ild ren  because o f  
preexisting cond ition  lim itauons. In som e 
small g roups, the  p resence  o f  a single 
chronically ill child  can so increase p rem i­
ums tha t the  em ployer may te rm in a te  cov­
erage. M oreover, as these chronically  ill 
ch ild ren  reach  ad u lth o o d , they are  no 
longer eligible for coverage as d ep en d en ts  
u n d er th e ir p a ren ts’ em ployer plans and  
may n o t be able to obtain  insurance on 
their own.

The Impact of Benefit 
Packages on Costs and 
on Children’s Health Status

Using deductib les and  co insurance  to in­
crease p a tien t cost sharing  is an effective 
m eans o f  reducing  em ployer health  plan 
costs. Cost sharing  reduces h ealth  benefits 
costs to th e  em ployer in two ways. First, it 
reduces the share o f  an individual’s total 
health sp end ing  which is paid  for by the 
plan. Second, cost sharing  creates an  in­
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tim e. Specifically, the  da ta  do  no t reflect 
the genera l tren d  toward reduced  inpa­
tien t utilization an d  increased use o f  ou t­
p a tie n t trea tm en ts . M oreover, the  HIE 
reflects the  im pact o f  overall family de­
ductib les as well as individual deductibles. 
T hus, the utilization response u n d e r child- 
only health  policies could  differ from  the 
HIE experience.

Impact on Health Status

Analysis o f  th e  H IE d a ta  ind ica tes th a t 
the  low er u tiliza tion  associa ted  with cost- 
sh a rin g  p lans h ad  no  m easu rab le  im pact 
on  h ea lth  s ta tu s .37 T h e  h ea lth  sta tus o f  
c h i ld r e n  in  th e  v a r io u s  c o s t-sh a r in g  
p lans was c o m p a re d  o n  th e  basis o f  two 
m easu res: ob jec tive  physical ex am in a ­
tions a d m in is te red  u n d e r  th e  H IE  an d  
subjective h ea lth  sta tus re p o rts  p rov ided  
by th e  ind iv idual. L ittle d iffe ren ce  in 
h e a lth  sta tu s  was o bserved  across the  
various types o f  cost-sharing  p lans u n d e r  
e ith e r  h ea lth  sta tu s m easu re .

T h e  resu lts o f  th e  H IE  study m ust be 
tre a te d  with cau tio n  because  the d a ta  do 
n o t in c lu d e  a  sufficiently  large  sam ple  to 
m easu re  th e  im p ac t o f  cost sh a rin g  on 
a t-risk  c h i ld re n .38 F o r  e x a m p le ,  th e  
study  in d ica ted  th a t p o o r  ch ild ren  with 
cost sh a rin g  w ere m ore  th an  twice as 
likely to su ffe r from  an e m ia  th an  p o o r 
c h ild re n  w ith free  care . T h is suggests 
th a t cost sh a rin g  may have a d e tr im en ta l 
im p ac t on h e a lth  sta tu s fo r c h ild ren  in 
low -incom e fam ilies.

T hese results are  generally c nsistent 
with the results ob ta ined  in o d ie r  studies 
o f  service u tilization a n d  health  status. 
T hese studies provide little evidence that 
additional m edical services result in im­
proved health  status for ch ildren , except 
for the  poor. However, a study by D utton 
an d  Silber o f  alternative am bulatory care 
settings with d ifferen t cost-sharing requ ire­
m ents indicated  that small im provem ents 
in health  status were observed am ong chil­
dren  tha t do  n o t face cost sharing .30

Policy Issues Concerning 
Private Health Coverage  
for Children
M ore than 30 health  care reform  bills have 
b een  in tro d u c e d  in C ongress. Several 
o th e r  proposals have been  developed by 
insurers, provider g roups, and  business as­
sociations. W hile som e ol these proposals 
w ould e lim inate  private in su ran ce  and

cover all persons u n d e r a single govern­
m en t p rogram , m ost o f these proposals 
would bu ild  upon  the existing private in­
su rance  system. Nearly all o f  the proposals 
th a t build  upon  the existing private insur­
an ce  system  w ould reg u la te  in su rance  
m arke ting  practices so th a t coverage is 
available to all regardless o f  health  status. 
Som e plans would provide incentives for 
em ployers a n d /o r  individuals to purchase 
private insurance while o th ers  would re­
qu ire  th a t all individuals ob tain  insurance. 
T h e s e  p ro p o s a ls  tvo ica lly  e m p h a s iz e  
access to insurance  for ch ild ren  and  p reg ­
n an t w om en an d  often stress p renatal and  
well-child care.

Universal Coverage for Children

T h e  A m erican  A cadem y o f  P ed ia trics 
(AAP) has p roposed  to require  insurance 
coverage fo r all p reg n an t w om en and  chil­
d ren  th ro u g h  the age o f  21. T h e  AAP plan 
would provide a com prehensive benefits 
package covering preventive services, in­
pa tien t care, p rescrip tion drugs, develop­
m e n ta l  d is a b il i t ie s , s u b s ta n c e  a b u se  
trea tm en t, nu tritional supplem ents, and  
co u n se lin g  services re la ted  to paren ta l 
education  a n d  child  abuse.40 T h e  plan 
also would requ ire  physician-directed case
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duces adm inistrative costs. In fact, average 
costs could actually increase as high-risk 
individuals who d o  n o t now have insur­
a n c e  o b ta in  c o v e ra g e  a n d  e n te r  th e  
b ro a d e r  p riv a te  in s u ra n c e  risk  p o o l. 
A lthough the pooling  o f risk im plied by 
these reform s can be expected  to reduce  
prem ium s for high-risk individuals who 
now purchase insurance, risk p o o ling  will 
inevitably result in prem ium  increases for 
lower-risk individuals who now enjoy favor­
able prem ium  rates. T hus, a resto ra tion  o f 
risk pooling  in o u r insurance system will 
move us back toward a system w here lower- 
risk individuals subsidize health  costs for 
high-risk cases an d  may actually increase 
the overall average cost o f  h ea lth  insur­
ance an d  health  care.

Toward Universal Coverage

Most health  reform  plans are in te n d e d  to 
ex ten d  coverage to all u n in su red  persons 
regardless o f  age. A lthough plans vary in 
significant ways, they can be classified into 
th ree  basic approaches: (1) m an d ated  em ­
ployer responsibility; (2) tax incentive pro­
grams; an d  (3) single payer approaches. 
A lthough these plans would ex ten d  cover­
age to all ch ild ren , the  benefits provided 
u n d e r these proposals are  typically less 
well tailored to  the special needs o f  chil­
d ren  than  are child-only plans such as the 
o n e  proposed  by AAP.

Employer Responsibility 
In 1988, Sen. Edward K ennedy (D-MA) 
an d  Rep. H enry W axm an (D-CA) jo in tly  
in troduced  a bill th a t would req u ire  all 
em ployers to cover th e ir  workers an d  the ir 
d ep en d en ts .42 Since th a t tim e, the au tho rs 
o f  the bill have sh ifted  th e ir su p p o rt to the 
pay-or-play app roach , which gives em ploy­
ers the  op tion  o f  paying a tax a n d  having 
the ir workers covered u n d e r  a public plan 
in lieu o f  providing em ployees with private 
insurance. However, bo th  the  em ployer 
m an d a te  an d  th e  pay-or-play ap p ro ach  
establish tha t em ployers are responsible 
for covering th e ir workers. T h e  pay-or-play 
approach  is now em b o d ied  in the  H ealth  
Am erica Act curren tly  u n d e r considera­
tion by Congress.

T h e  H ealth  A m erica  Act (S. 1227) 
specifies a m in im um  s tan d ard  benefits 
package to be provided to all individuals 
which includes well-child care, prenatal 
care, and  substance abuse treatm ent. T he 
bill also includes insurance m arket reform s 
that are designed to ex ten d  coverage to all 
individuals while substantially restricting 
variations in p rem iu m s resu ltin g  from

changes in health  status. Indeed , an em ­
ployer m andate  could no t be effective u n ­
less accom panied  by regulations m aking 
insurance available to all individuals.

Tax Credit Program

T h e  H eritage Foundation  has developed  a 
p rogram  tha t would replace o u r  existing 
system o f em ployer-based coverage with a 
req u irem en t th a t all individuals purchase 
insurance .43 Em ployers would be requ ired  
to convert th e ir  c u rre n t co n tribu tions to 
wages, which would th en  becom e taxable 
to  the em ployee. T h e  increase in tax reve­
nues would be used to  finance a tax cred it 
to  in d iv idua ls, w hich  w ould  vary w ith 
incom e and  the  cost o f  insurance. This 
proposal also includes insurance m arket 
reform s designed  to assure the  availability 
o f  insurance coverage and  lim it the vari­
a tion  in prem ium s by health  status.

T h e  pu rpose  o f  the  H eritage F ounda­
tion proposal is to m ake individuals m ore 
conscious o f  the  cost o f  care they consum e 
by requ irin g  th a t they purchase insurance 
o u t o f  th e ir incom e. T h e  plan does n o t 
specify a m in im um  benefits package so 
tha t individuals would be perm itted  to  d e ­
lete coverage fo r selected benefits. T his 
may result in reductions in coverage for 
im p o rta n t child  health  services such as 
preventive care.

Single Payer

Several bills have been in troduced  which 
w ould e lim in a te  private in su rance  ancl 
cover all A m ericans u n d e r M edicare44 o r 
cover all A m ericans u n d e r a single govern­
m en t program  m odeled  on the  C anadian  
system .45 However, a publicly financed  na­
tional h ealth  insurance plan does not nec­
essarily m ean the  en d  o f  private insurance. 
For exam ple, the  H ealth  USA Act in tro ­
duced  bySen .J. R obert Kerrey o f  N ebraska 
would establish a publicly financed  na­
tional health  insurance program  in which 
individuals choose am ong  insurers com ­
peting  on  the basis o f price and  quality.34

Cost Containment

T h e  share  o f  o u r  gross national p roduc t 
devo ted  to  hea lth  care increased  from  
9.1%  in 1980to 12.2% by 1990. Yet. desp ite  
this d ram atic  increase in the share  o f  o u r 
national wealth devoted to the  health  sec­
tor, the  n u m b er o f  persons w ithout health  
insurance increased by 9 m illion d u rin g  
this sam e p erio d .41’ As costs have risen, 
fewer and  fewer em ployers an d  families 
have been able to afford insurance cover­
age. Indeed , con tro lling  costs is widely
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Global Budgeting
Global budgeting  is the process whereby 
som e portion  o f  total health  expenditures 
is paid accord ing  to a prospectively deter­
m in e d  ( ty p ica lly  n e g o t ia te d )  a n n u a l 
b u d g e t. G lobal budgets are  com m only 
im plem ented  in countries with national 
health  insurance, particularly in the  hospi­
tal sector, w here o p era ting  budgets are 
used also fo r p la n n in g  pu rposes. It is 
ha rd e r to im pose budget ceilings on  physi­
cian services, although W est G erm any has 
successfully d o n e  so for many years. A 
recen t study by the G eneral A ccounting 
O ffic e  (G A O ) e s t im a te d  th a t  g lo b a l 
budgets reduced  health  care spending  in 
real term s by 9% in die hospital sector in 
France and  by 17% in the physician sector 
in W est G erm any.49

W hile global budgets ap p ear to be ef­
fective in con tro lling  health  care costs, 
there is som e evidence th a t diey may lead 
to non-price ra tion ing  o f  services an d  shift­
ing o f  costs from  the payers (for exam ple, 
the federal an d  regional governm ents) to 
the cirizens, prim arily in the form o f  the 
long waits associated with access to many 
services. Q u eu in g  is m ost com m on for 
nonem ergency  services such as diagnostic 
tests an d  elective surgeries. T here  is little 
evidence, however, that children are ad­
versely affected by queuing. In fact, infant 
m ortality rates in o th e r developed coun­
tries using global budgeting  tend  to be far 
lower than those in the U nited  States.50

Conclusions
Private h ea lth  in su ran ce  is the  prim ary  
sou rce  o f  coverage for A m erica 's  ch il­

d re n  an d  p re g n a n t w om en. Access to 
private  h ea lth  coverage is th re a te n e d  by 
th e  sp ira ling  cost o f  h ea lth  care , cost 
sh ifting , an d  in su ran ce  m ark e tin g  p rac­
tices w hich te n d  to  deny  coverage  to 
h ig h -risk  in d iv idua ls. T h ese  p ressu res  
th r e a te n  to  in c re a s e  th e  n u m b e r  o f  
u n in su re d  p e rso n s a n d  red u ce  th e  level 
o f  coverage fo r p e rso n s  w ho rem ain  in ­
s u re d . T h e se  c h a n g e s  will u ltim a te ly  
re su lt in in c reased  p ressu re  o n  g o v ern ­
m en t p ro g ram s to  care  for o u r n a tio n ’s 
u n in su re d  ch ild re n .

Efforts sh o u ld  be  taken  to  preserve 
th e  s tab ility  o f  o u r  p riv a te  in su ra n c e  
system . R e im b u rse m e n t u n d e r  p u b lic  
p ro g ram s sh o u ld  be  su ffic ien t to  red u ce  
th e  cost sh ifting  th a t is c o m p o u n d in g  th e  
g row th  in private in su ran ce  costs. In su r­
an ce  m ark e tin g  p rac tices sh o u ld  be re ­
fo rm ed  to  g u a ra n te e  the  availability o f  
coverage to all g ro u p s  by re s to rin g  in su r­
a n ce  as a m ean s o f  po o lin g  risk. A ggres­
sive cost c o n ta in m e n t efforts sh o u ld  also 
be in itia ted  involving co m p e titio n , m an ­
ag ed  care , a n d  possibly g lobal sp e n d in g  
limits.

T h e  r is in g  co s t o f  h e a lth  serv ices 
th re a te n s  to tran sfo rm  h ea lth  care  in to  
a luxury  good a ffo rd ab le  only by h igher- 
incom e A m ericans. T h is  will re p re se n t a 
p a rtic u la r  h a rd sh ip  fo r  A m erica 's  ch il­
d re n , a d isp ro p o rtio n a te  sh a re  o f  w hom  
a re  living below  th e  poverty line . T h o u g h  
typically th o u g h t o f  as a m eans o f  ex­
p a n d in g  in su ran ce  coverage, ex tensive 
re fo rm s o f  th e  h ea lth  care  system may be 
n e e d e d  ju s t  to p reserv e  the  ex isting  level 
o f  p rivate in su 'a n c e  coverage.
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Finding #4: In spite of significant spending on health care, many Alaskans 

lack coverage for even the most basic health care services.
. ' i f  ■ • "A ' Y  :

While $1.6 billion (the estimated total health care spending in Alaska in 1991) 
seems like it should be sufficient to provide a basic level of care to all Alaskans, the 
Task Force observed that:

■ In the late 1980s, over 76,000 non-elderly Alaskans had no health care 
coverage.

An analysis of Alaska-specific data from the 1988 through 1991 Current 
Population Surveys revealiad that approximately 76,000 non-elderly Alaskans had no 
health care coverage. That means that they had no coverage for any service, whether 
it be private insurance, Medicaid, Medicare, Indian Health Service coverage, or any 
other type of third-party health care coverage.6

The Current Population Survey is a national survey conducted each year by the U.S. Bureau of 
the Census. While the number of persons included in the CPS from states with relatively low 
populations (such as Alaska) is small, most states nonetheless rely on CPS data to provide 
rough estimates of the number of uninsured because better estimates are expensive and 
difficult to generate. One technique used to compensate for the small sample size is to analyze 
survey results over a several year period. This approach was used in the analyses conducted 
for the Task Force. We would also note that in the Task Force's Interim Report (.January 11, 
1992), 90,000 Alaskans were reported as being uninsured. This number included a certain 
number of Alaska Natives who responded in the survey that they had no health care coverage, 
despite the fact that they are eligible to receive care through the AANHS/IHS system. Dr. 
Bartlett of Health Systems Research, Inc., in response to the Task Force’s request to develop 
an estimate using the "assumption that all Alaska Natives have health care coverage through 
the Indian Health Service system," removed the Alaska Native respondents from the sample 
and reanalyzed the data. This reduced the estimate of the number ol uninsured Alaskans from 
90,000 to 76,000. For complete results of Dr. Bartlett's analyses, see Appendix D.
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■ Over 21,000, more than one in every four, uninsured Alaskans are under
the age of 18.7

Figure 2-8 presented below displays the distribution of Alaska's non-elderly 
uninsured population by age. Because of the nearly universal coverage provided by 
Medicare to the elderly population, our analysis focuses on the characteristics of. the 
non-elderly uninsured population. As can be seen from this chart, over a quarter (28 
percent) of uninsured persons in the state are children, while another 15 percent are 
young adults aged 18-24. The remainder of the state's uninsured population are 
adults aged 25 - 49 (48 percent) and older adults aged 60 - 64 (9 percent).

Figure 2-8
Distribution of Uninsured Non-Elderly Alaskans, by Age

50 - 64 YRS 
(9%)

TOTAL NUMBER OF UNINSURED »  76.000

Source: Health Systems Research, Inc. analysis ol 1986-91 CPS

■ In the late 1980s, many uninsured Alaskans did not have sufficient income 
to purchase health care coverage on their own.

A 1989 study by the National Health Care Campaign found that, in most states, 
it is only when families earn more than 250 percent of the poverty level that they begin 
to accumulate the disposable income required to contribute toward a portion of

7 In the Task Force's Interim Report, we reported that there were 28,000 uninsured children. 
When Dr. Bartlett removed Alaska Native respondents from the CPS sample, the estimate of 
the number of uninsured children was reduced to 21,000. See Appendix D.

25 - AQ YRS 
(48%)
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premium costs (Appendix D). When the Task 
Force compared this finding to its analysis of 
the incomes of uninsured Alaskans, it 
discovered that a significant portion of the 
state's uninsured population could not afford to 
purchase coverage on their own. For 
example, the Task Force realized that even 
though the federal and State governments 
together spent over $214 million in 1991 in 
Alaska for the Medicaid program, more than 
13,500 uninsured Alaskans lived in households 
in the late 1980s with incomes below the 
federal poverty' level.8 An additional 16,000 
uninsured Alaskans iived in households with 
incomes between 100 and 200 percent of 
poverty (with incomes between $15,120 and $30,240 for a family of four).

Of particular concern to the Task Force was the fact that so many thousands of 
low income children were without basic health care coverage. We found that of the more 
than 21,000 uninsured Alaskan children, about 3,900 lived in households with incomes 
below the federal poverty level, white another 4,500 were in families with incomes 
between one and two times the poverty level.

Given the financial risks of being uninsured, the Task Force also found it 
disturbing that nearly 30,000 uninsured Alaskans were in families with incomes in

excess of 300 percent of poverty. Of these, 
roughly 18,000 were employed full-time for 
the entire year. The Task Force concluded 
that, under the current system, there may be 
a number of reasons why persons with 
adequate incomes are without coverage. 
Some may be uninsured because they wish 
to avoid the expense or consider 
themselves to be "immortal." Others have 
significant health care needs and cannot 
find an insurer who will offer them a policy 
at an affordable price. The Task Force 
further recognized that as long as some 
Alaskans remain uninsured and continue to 
incur health care expenses which they 
cannot afford, providers will continue to shift 
the costs of caring for the uninsured and 
underinsured to employers who provide 
health care benefits to their employees.

PERSONAL STORIES . . .

7 can't get health insurance because I 
have been diagnosed recently with MS. I 
was working in a full-time position (for a 
large employer), f was pregnant at the time 
I was diagnosed. Unfortunately, thef, 
employer Is here in the state and felt a ) 
need, to fay me off, when I-was pregnant 
and recently diagnosed.. s I have contacted ' 
several health insurance; companies in the 
private sector and to: my disbelief, poopfe 
with tuberculosis, anylprm of cancer within 
the last ten years;, diabetes, overweight, 
MS, AIDS, o r even having open heart 
surgery cannot obtain health insurance in  
the private sector, even though we are 
willing to pay the premium, we are unable 
to get health insurance."

-  Anchorage Resident

PERSONAL STORIES . . .

"When my daughter and son-in-law were 
expecting their first child, my daughter was 
unable to work . . Our son-in-law was 
making just enough to pay for essentials. 
The state welfare system dectined their 
request (or medical coverage claiming our 
son-in-law's income was too high, wasn't 
making more than $6 per hour. . ; i was 
informed that (a particular) hospital would 
help. The hospital charged according to
Income. They paid aJI of the hospital bill."

.
~ Anchorage Resident

' : .' . ■ • .. / • : \ • •• . ; : - • . -. _ . •

a The 1989 federal poverty level for a family of four in Alaska was $15,120.
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Figure 2-9
Distribution of Uninsured Non-Elderly Alaskans, 

by Poverty Status

S 100% of FPL 
(18%)

Ovt-r 300% of FPL 
(38%)

101 -200% of FPL 
(21%)

201 - 300% of FPL 
(22%)

TOTAL NUMBER OF UNINSURED -  76,000

Source: HoiAh Systems Research, Inc. analysis of 1366-91 CPS



Table 2-3
Breakdown of Insurance Company Administrative Expenses

(Percentage of Incurred Claims)

Number of Employees General’ Commission

1 to 4 23.1 8.5 8.4

5 to 9 21.0 8.0 6.0

10 to 19 17.5 7.5 5.0

20 to 49 14.9 6.8 3.3

50 to 99 10.0 6.0 2.0

100 to 499 8.9 5.5 1.6

500 to 2,499 7.8 3.5 0.1

2,500 to 9,999 5.9 1.8 0.3

10,000 or more 4.3 1.1 0.1

* Includes claims administration, general administration, interest credit, and premium taxes.

Source: Congressional Research Sen/ice



RECOMMENDATION #  6:
■ ■ . a  ■:

The Task Force recommends the establishment of State-sponsored health 
insurance pooling arrangements.
 . •= .

The Task Force determined that the populations to be given highest priority for 
receiving subsidized coverage should be low income pregnant women and children in 
families with incomes too high to be eligible for Medicaid but too low to be able to

Even with the recommendations concerning cost containment, market reform, 
and pooling measures in place, the Task Force recognizes that it would be necessary 
to provide some level of puolic subsidy to certain low-income uninsured persons if they 
are to be able to afford health care coverage (see Finding #4).

During its deliberations, the Task Force reviewed information indicating that 
nationwide as much as 40 percent of premiums charged to very small businesses may 
be attributable to administrative costs. While the small group market reform provisions 
included in earlier recommendations are expected to reduce the administrative costs 
associated with providing average to small businesses, the Task Force also 
considered it appropriate for the State, through the newly established Health Care 
Authority, to establish one or more pooling arrangements through which both 
individuals and businesses, small and large, couid purchase health care coverage. It 
is anticipated that certain additional efficiencies and economies could accrue to the 
members of these pool arrangements that would further reduce their premium cost*.
In designing these pools, the Task Force noted the importance of considering their 
medical underwriting and premium setting practices in relation to those of other 
insurers governed by the small market reform proposals to ensure that these State- 
sponsored pools are not damaged by the adverse selection that would result from 
other insurers subtly "dumping" undesirable risks into these pools.

VDATION #  7:
• . . . ’ T •- ' • : \

The Task Force recommends the passage of legislation providing for 
publicly-subsidized coverage of uninsured low-income pregnant women 
and children who are not eligible for Medicaid.



purchase private health insurance on their own.8 Priority was given to these groups 
because of the documented improvements in birth outcomes and the cost savings 
associated with the receipt of prenatal care by pregnant women and the positive 
lifelong benefits associated with providing adequate primary and preventive care to 
children. The Task Force also determined that the positive health improvements 
resulting from public health care subsidies for these populations could be maximized 
by providing coverage of comprehensive services (e.g., prenatal and other preventive 
sen/ices, plus other ambulatory and inpatient care) for low income pregnant women 
and ambulatory care services for low income children.

Given these priorities, the Task Force recommends that legislation be enacted 
to establish a program providing State-subsidized insurance coverage for low-income 
children who are not eligible for Medicaid or Indian Health Service coverage and who 
are in families with incomes below 300% of the federal poverty level. In order to make 
the program more affordable at the outset, coverage would be provided for primary 
and preventive and/or ambulatory care services, but not for inpatient care.

Experience in other states has shown similar programs to be more attractive to 
families if they were perceived to foster self-sufficiency and were similar to private 
insurance in design. Therefore, the Task Force recommends that the program be 
given an identity apart from Medicaid, particularly the eligibility system. This would not 
preclude the Medicaid agency from administering the program if it proves most cost- 
effective, however serious consideration should be given to having a private insurer 
administer the program under contract to the State. The Task Force was heartened 
by expressions of interest from two major carriers in Alaska in being involved in such 
a program.

While coverage would be substantially subsidized by the State, premium 
sharing requirements in the range of $50 - $300 per year per child should be 
established on an income-related sliding scale basis. This premium sharing will not 
only reduce the required level of State subsidy, but also will give parents of enrolled 
children a sense of involvement and participation in contributing to coverage for their 
children.

As illustrated in Table 4-2 on the following page, approximately 14,600 
uninsured Alaskan children would be eligible for coverage under this program. The 
Task Force estimates that roughly 8,200 children would actually enroll in the program, 
with nearly 90 percent of these children having no previous health care coverage.
The remaining enrollees are expected to be children with private insurance that 
provides inadequate coverage of primary and preventive care. The annual cost of the 
program is estimated to be $6.1 million, of which $4.2 million would be financed by 
State subsidies. The remaining $1.9 million would be paid by families in the form of 
premium contributions.

It should be noted that the Task Force identified high-risk individuals as another high priority 
population and in our interim recommendations we endorsed the establishment of a statewide 
high-risk insurance pool for this population. Legislation establishing such a pool was enacted 
last year by the Alaska State Legislature.
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-.•tv • Table 4 - 2
ESTIMATES OF ENROLLEES AND COSTS UNDER 

SUBSIDIZED AMBULATORY CARE PROGRAM FOR LOWER INCOME 
ALASKAN CHILDREN NOT ELIGIBLE FOR MEDICAID OR (HS COVERAGE

Number of 
Uninsured Number of

Costs (in millions of $)

Income Children Enrollees State Familv TOTAL

Under Poverty 3,900 300 $0.2 $0.0 $0.2

100-200% Poverty 4,500 2,900 $1.8 $0.4 $2.2

200-300% Poverty 6,200 5,000 $2.2 $1.5 $3.7

TOTAL 14,600 8,200 $4.2 $1.9 $6.1

Source: Health Systems Research, Inc.
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With respect to the coverage of low income pregnant women, the Task Force 
recognizes that, while federal laws enable the State of Alaska to extend Medicaid 
eligibiiity to pregnant women and infants in families with incomes up to 185% of 
poverty, the State currently has elected to provide coverage only to pregnant women 
and infants in families with incomes below 133% of poverty. The Task Force 
recommends that the State expand its Medicaid coverage for pregnant women and 
infants up to 185% of poverty. The Ft' 1994 cost of this expansion to the State is 
estimated to be $3.8 million, which will be matched by an equal amount from the 
federal government. For uninsured women with incomes above this income level but 
below 300% of poverty, the Task Force recommends the establishment of a publicly- 
subsidized private insurance program providing comprehensive services.
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FISCAL NOTE
STATE OF ALASKA
1993 LEGISLATIVE SESSION

BELL NO. h b  2 8

________________________________________________ Qapt. Affacted: Department of Corrections
"An Act relating to increasing the 8RU: Statewide Proxrams________

Revision Oats:
Title:

n s n a l l - v  F nr p r n v i  d i ng . .-1.1 rn h r i l  i p hg_u-a.rggac t o  a mi.no^mP°ngnt: ---------------
Sponsor Rep. Williams___________________________________________
Requestor Rep. Williams___________ )_____________ COMPONENT SERIAL NO. i m

Expenditures/Revunusa: (Thousands of Oollars)

OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 , 6 0 0 .

TOTAL OPERATING 6 0 0 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 .

CAPITAL

REVENUE FUND SOUR—

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 . 6 0 D  . 6 0 0  .

TOTAL 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 . 6 0 0 .

FULL-TIME
PART-TIME
TEMPORARY

Estimate of cu rre n t year (FY93) im p ac t A - 0 -

ANALYSIS: (Attach a separata page if  necss.' aryl

See attached page

Prepared by: 
Division:

Dana LaTour 
Commissioner's Office I) %

Approved by Commissioner 
Agency:

IR i v  111821 9 3 fa n » j lu 0 8 R

Lloyd G. Rupp 
Department of Correctio

Phone:
Data:

4 6 5 -3 3 7 6
2 - 1 2 - 9 3

Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's legislative Office

Page I of 1 -

H S f  c J l  U  © T * .  ~  C o



Fiscal Note
HB 28: An Act relating to the penalty for providing
beverages to a person under the age of 21;..."
Page 2

This bill amends AS 04.16.051 and AS 04.16.180(a) to raise the 
penalty for furnishing alcoholic beverages to a person under the 
age of 21 from a class A misdemeanor to a class C felony.
The Department of Law has estimated that approximately 200 
complaints involving furnishing alcoholic beverages to minors are 
referred to their department for prosecution each year. About 
100 of those complaints will include sufficient evidence to bring 
a felony prosecution.
For the purpose of this fiscal note it is assumed that the lowest 
mean sentence for a class C felony of this type is 7.5 months or 
225 bed-days. The average mean sentence lenc/th for the class A 
misdemeanor of providing alcoholic beverages to a minor is 1.5 
months or 45 bed-days. Thus it is assumed that raising the 
offense from a class A misdemeanor to a class C felony would 
result in an increase in sentence of 180 bed-days. Subtracting 
one-third of the sentence for statutory good time results in an 
increase of 120 bed-days per offense. It is assumed that these 
offenders could be placed in contract community residential 
center beds at an average cost of $50 per day.
The following calculation is used to compute the fiscal impact to 
the Department of Corrections:
100 convictions per year x 120 additional bed days x $50 = 

$600,000 per year



STATE OF ALASKA
1903 LEGISLATIVE SESSION

FISCAL NOTE
BELL NO. HB 28

Revision Date: _____________________________

Title: ‘An Act relating to the penalty for providing

alcoholic beverages to a person under 21.'

Department Affected: Administration

BRU: Public Defender Agency

Sponsor Reps. Williams, Phillips, Davis, Nicholia 

Requestor________________________________

Component: Public Defender Agency

COMPONENT SERIAL NO. 1631

EXPENDITURES/REVENUES:

OPERATING FY 94 FY v5 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 67.3 69.3 71.4 73.5 75.7 78.0

TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0

CONTRACTUAL 4.0 4.1 4.2 4.3 4.4 4.5

SUPPLIES 2.0 2.0 2.0 2.0 2.0 2.0

EQUIPMENT 4.0 0.0 0.0 0.0 0.0 0.0

LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0

GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0

MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 77.3 75.4 77.6 79.8 82.1 84.5

CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0

REVENUE 
FUND SOURCE: 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING:

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0

1004 GF 77.3 75.4 77.6 79.8 82.1 84.5

1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0

OTHER 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 77.3 75.4 77.6 79.8 82.1 84.5

POSITIONS:

FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0

PART-TIME 2.0 2.0 2.0 2.0 2.0 2.0

TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY93i impact:

ANALYSIS: (Attach a separate page if necessary.) 

See attached.

Prepaied by: John Salemi, Public Defender \ Phone: 279-7541
Division. Public Defender Aqencv f \ / Dale:

Approved by Commissioner. Nancy Bear Usera \  \  \
Agency: Administration \  . M A V .

\ k  V " "
I IDE ALL Dl;

Date: S s  n *  /" V  3

Rev 11/92
9<IEG93X4006.KP/I

O e U  -  - W  u b ii .

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page 1 of - ^



C O N T IN U A T IO N  of  FISCAL NOTE ANALYSIS 

F o r B ill/R eso lu tio n  No. _,_B 2...------------

This bill amends Title 4 (A.S. 04.16.051 and A.S. 04.16.180) as a 
means of enhancing the penalty for furnishing alcohol to an 
individual under the age of 21 years. The actual penalty increase 
is significant; from a class A misdemeanor, a crime carrying a 
maximum sentence of one year in jail and a $5,000 fine, to a class 
C felony, a category of crime with a jail sentence of up to five 
years in prison and a fine of up to $50,000.
The Department of Law has indicated in their fiscal analysis that 
200 complaints per year are processed involving furnishing 
alcoholic beverages to minors. They estimate that 100 of these 
"will include evidence sufficient enough to permit (the District 
Attorney's office) to bring a felony prosecution." Assuming that 
the Public Defender would eventually take on representation of the 
vast majority of these felony cases a significant fiscal impact 
will be realized.
The National Advisory Commission on Criminal Justice Standards, 
established by the administrator of the Law Enforcement Assistance 
Administration, has established national caseload standards 
applicable to Public Defender agencies. With respect to felony 
cases, the standards indicate that the felony caseload of a Public 
Defender attorney should not exceed that of 150 cases per year. 
Using this standard of measurement the anticipated impact on this 
agency if this proposal becomes law will be the equivalent of one 
half-time attorney position (75 new felony cases per year). Some 
support staffing is also necessary to absorb a significant felony 
caseload increase. Therefore a half-time paralegal position would 
also be necessary. (It should be noted that in 1992 the Public 
Defender Agency submitted an indeterminate fiscal note with respect 
to a similar legislative proposal. That fiscal note was prepared 
without the benefit: of the Department of Law's estimates with 
respect to felony prosecutions that would be initiated if this bill 
were to become lav/) .

p a g e  1 o f
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C O N T IN U A T IO N  of  FISCAL N O TE ANALYSIS 

Fo** B ill/R eso lu tio n  N o .  KB 28_______

BUDGET ANALYSIS

100 Personal Services
1/2 Attorney IV 41.5
1/2 Paralegal Assistant II 25.8

67.3
200 Travel -0-
300 Contractual 4.0
400 Supplies 2 . 0
500 Equipment (one time) 4 . 0

TOTAL 77.3

3 5
p ag e   of —



Position Title Attorney IV No. of Positions Range I Step 24 /A
Time Status

PPT
Staff Months

6.0
loca tion

Anchorage
Election District

TYPE OF EXPENDITURE
Salary
Henefils

.rr 'm tim JjiL .
Ollier

Ttavel
TWnl.Personal Scrfe.

Contractual
I Contmo(lili< s

Eouininenl
Other

Tblnl Cost
R IN DING  SOURCE TOR TOTAL COST

Federal Receipts 1002
&E Match JML
Ceneral Fund 1004
I A Receipts 1007
(.‘IP Receipts 1061
O ther

Anmunl.
30.504
10.991

41.495

4.0
1 .0
2 .0

M J & 1 ,

48.495

Jusliftcation

This bill, HB 28, amends Title 4 (A.S. 04.16.051 and 
A.S. 04.16.180) as a means of enhancing the penalty for 
furnishing alcohol to an individual under the age of 21 
years. The actual penalty increase is significant; from 
a class A misdemeanor, a crime carrying a maximum 
sentence of one year in jail and a $5,000 fine, to a clas 
C felony, a category of crime with a iail sentence of up 
to five years in prison and a fine of up to $50,000.
The anticipated impact on this agency if this proposal 
becomes lav; will be the equivalent of one half-time 
attorney position (75 new felony cases per year). Some 
support staffing is also necessary to absorb a signifi­
cant felony caseload increase. Therefore a half-time 
paralegal position would also be necessary.

Request For 
New Position

AGENCY Administration

1,1 1 1, Public Defender Agency

COMPONENT Public Defender Agency

l^fje of

Revised Dale:



Position Title Paralegal Assistant II
Time Status

PFT
Staff Months

6 . 0
TYPE O F EX PEN DITU RE
Salary
llenefits
P remium Pay

.0!her_

IVavel
Contractual
Commodities
Knuinnumt

D lh tf
Thtal Cost

R IN D IN G  SOURCE FOR t o t a l  c o s t

l a te r a l  Receipts 1002

OJLMMcIl 1003

jkiittral.Fitn.d 11M1L
I A Receipts 1007
( ' IP  Receipts 1061
Oilier

-AlUiWllL
-L B , 22 2 -
7.535

25,757
- 0-

- 0-

1.0
2.0

■28.757.

28,757

No. of Positions Range I Step
16/A

loca tion
A n c h o r a g e

Harg. Unit
CGU

Election District

Justification

This bill, HB 28, amends Title 7, (A.S. 04.16.051 and 
A.S. 04.16.180) as a means of enhancing the penalty for 
furnishing alcohol to an individual under the age of 21 
years. The actual penalty increase is significant; from 
a class A misdemeanor, a crime carrying a maximum sen­
tence of one year in iail and a $5,000 fine, to a class 
C felony, a category of crime with a jail sentence of 
up to five years in prison and a fine of up to $50,000.

The anticipated impact on this agency if this proposal 
becomes lav? will be the equivalent of one half-time 
attorney position (75 new felony cases per year). Some 
support staffing is also necessary to absorb a signifi­
cant felony caseload increase. Therefore a half-time 
paralegal position would also be necessary.

J
Request For 
New Position

AGENCY

I1RII

COMPONENT

Administration

Public Defender Agency

Public Defender Agency



STATE OF ALASKA
1993 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. HB 23

Revision Date: January 28. 1993__________________

Title: "...penalty tor providing alcoholic beverages to a

person under the aoe of 21..."_____________________

Sponsor Representative Williams_________________

Requestor: Representative Williams

Department Affected: Department of Law 

BRU:' Prosecution _

Component: All_

COMPONENT SERIAL NO. 0085 through 0090

EXPENDITURES/REVENUES:

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL

REVENUE 
FUND SOURCE:

FUNDING:

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHT1A

OTHER

TOTAL -0- -0- -0- -0- -0- -0-

FULL-T1ME -0- -0- -0- -0- -0- *0-

PART-TIME

TEMPORARY

Estimate of current year (FY93) impact -0- 

ANALYSIS: (Attach a separate page if necessary.)

Please see the attached analysis.

n  /i ( I  ') J )

Prepared by: Richard I. Pegues, Director U _______
Division: Administrative Services Division j  f )

Approved by Commissioner: Charles E. Cole. Attorney General
Agency: Department of Law

Phone: 465-3672
Date: January 28,1993

Date: January 28, 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPiES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor’s Legislative Office

Rev 11/92 Page 1 o f 2_



FISCAL NOTE

STATE OF ALASKA BILL NO. _HB 28
1993 LEGISLATIVE SESSION

ANALYSIS (Continued):

This bill amends AS 04 . 16.051 and AS 04 .16.180(a) to raise the penalty 
for furnishing an alcoholic beverage to a person unde.r the age of 21 years from 
a class A misdemeanor to a class C felony.

About 2,000 misdemeanor liquor violations are referred to the 
Department of Law for prosecution each year. Most of these are minor consuming 
complaints and about 10 percent, or 200 of these complaints, involve furnishing 
alcoholic beverages to minors. About one-half of this latter number of 
complaints, or 100, will include evidence sufficient enough to permit us to 
bring a felony prosecution.

Although bringing a felony prosecution is somewhat more time-consuming 
and costly than bringing a misdemeanor prosecution, when the work that will be 
caused tv this bill is spread throughout the entire criminal division we cannot 
show a significant fiscal impact at any particular location. However, in a time 
of substantially diminishing resources, such as now, we strongly caution against 
creating additional workload for our prosecutors. Any new workload can only be 
handled at the expense of decreasing prosecutorial efforts in other areas, such 
as violent crimes and drug trafficking.



OPERATING

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

CAPITAL

REVENUE FUND 
SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1005 GF/Prooram Receipts

1006 GF/MHTIA

Other

TOTAL

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

Estimate of current year (FY 93) impact: $

ANALYSIS: (Attach a separate page if necessary.) .

No fiscal impact upon the Alaska State Troopers is anticipated,

Frantis C-Allan_____
Alaska State Troopers

Phone: ,2 6  3-552.1 
Date: 1/29/93

Prepared By: 
Division:

Approved by Commissioner: C Date: 2/10/93__________________
Agency: Rurtnn nppf. nf Public. Safp-ty____

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office 
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FISCAL NOTE
STATE OF ALASKA

1993 LEGISLATIVE SESSION
BILL NO: HB.28.

Revision Date: _______________________________
Title: " A n  a r t  re la t in g  tn  th n  n p n a lty  fn r  n rn v ir iin q

a ln n h n lic  hp.vp.raoRS_tti a n e rs n n .-u n r ie r  2.1— Z______

Sponsor:

Requestor:

Representative—Williams.
Representative Williams

Dept. Affected: 

BRU:

Component:

Public Safety.,
-Alaska State Trnnpeis.

.Detachments

COMPONENT SERIAL NO. 799

EXPENDITURES/REVENUES: (Thousands of Dollars) (inflation not included)



FISCAL NOTE
STATE OF ALASKA

1993 LEGISLATIVE SESSION
BILL NO. HB 28

Revision Date: Department Affected: Administration

Title: ’An Act relating to the penalty for providing alcoholic 

beverages . , ______________________________________

BRU: Office of Public Advocacy

Component: Office of Public Advocacy

Sponsor Representatives Williams, Phillips, et al. 

Requestpr Hpuse HESS______________________ COMPONENT SERIAL NO. 43

EXPENDITURES/REVENUES:

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRUCTURES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0 1

CAPITAL 0 0 0 0 0 0

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING:

1002 Federal Receipts 0 0 0 0 0 0

1003 GF Match 0 0 0 0 0 0

1004 GF 0 0 0 0 0 0

1005 GF/Program Receipts 0 0 0 0 0 0

1006 GF/MHTIA 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 1 0 0

Estimate ef current year (FY93) impact: None

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: Brant McGee, Public Advocate
Division: Office of Public Advocacy

Approved by Commissioner Nancy Bear Use 
Agency: Administration_______________

I
a
T

Z
/ Phone: 274-1664 

D a te :___________

v r r
u v

Date: 3 -

PREPARER TO P R O V ID E D  DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/92
'; 1/LEG93/4029.kp

Page 1 o f 1___
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Alaska State Legislature

House Resources, 
C hairm an

Committees:
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SPONSOR STATEMENT HP 28

Honorable Co-Chairs and members of the committee thank you for 
hearing this bill today.

House Bill 28 is legislation first introduced in the 1992 Legislature 
by former Representative Cheri Davis in response to the tragic 
alcohol related deaths of two youths in our community. The purpose 
of this legislation is to change the penalty for providing alcoholic 
beverages to a person under the age of 21.

Currently, Furnishing alcohol to a minor is a misdemeanor with a
maximum penalty of one year in prison and a $5,000 fine.

House Bill 28 would make furnishing a minor with alcohol a class "C" 
felony with a maximum penalty of five years in prison and a $50,000 
fine .

By creating stiffer penalties for providing alcoholic beverages to
minors, House Bill 28 will strengthen the deterrent effect of the
present laws and enforcement efforts.

Thanks again for hearing this bill today. I'd be glad to try to answer 
any questions you may have in regard to HB 28.

Hydcr •  Kctchiknn •  Meyers Chuck •  F ...v.m



DATE February 10, 1993

CONTACT C .E . Swackhammer 
Deputy Comm issioner 
465-4322

TITLE "An Act relating to the 
penalty for providing 
alcohol to a minor"

.ichard L. Burton 
Comm issioner

BILL NO:

HB 28 am ends AS 04.16.051 - Furnishing Alcoholic Beverages to Persons under 21 - by 
making this offence a Class C felony.

This proposed legislation will affect anyone who furnishes or delivers (not ju st sells) alcohol 
to a person under the age o f 21 years.

Creating a felony for this offense will require presentation before a Grand Jury to review 
each case. Additional time will be necessary for Grand Jury preparation, witness 
coordination and transportation, and Trooper testimony.



§ 04.16.050 A l c o h o l ic  B e v e r a g e s § 04.16.051

(b) A person receiving compensation for transporting alcoholic bev­
erages may not knowingly deliver alcoholic beverages to a drunken 
person. (§ 3 ch 131 SLA 1980; am § 6 ch 156 SLA 1988)

E ffe c t o f  a m e n d m e n ts . — The 1988 actm ent of (b) of th is section by sec. 6, ch.
am endm ent added subsection (b). 156, SLA 1988 (HCS CSSB 371 (Jud) am

L e g is la tiv e  h is to ry  re p o r ts . — For H), see 1983 Senate Jo u rn a l 2939.
S enate  le tte r  of in ten t re la tin g  to the en-

NOTES TO DECISIONS
E ffe c t o f  AS 04.21.020. — Section 

04.21.020, w hich provides conditions for 
the  civil liability  of persons providing al­
coholic beverages, does not im m unize ven­
dors who violate th is section. Williford v. 
L.J. C arr Invs., Inc., 783 P.2d 235 (A laska 
1989).

R e c o g n itio n  o f  b y s ta n d e r ’s r ig h t  to

re c o v e r  d a m a g e s  fo r  n e g lig e n t in f lic ­
tio n  o f  e m o tio n a l d is tr e s s  c a u s e d  b y  
in ju ry  to  a n o th e r . — See Tom m y’s 
Elbow Room, Inc. v. K avorkian, 727 P.2d 
1038 (A laska 1986).

A p p lied  in Lord v. F ogcutter B ar & 
Stacy Cap, 813 P.2d 660 (A laska 1991).

Sec. 04.16.050. P ossession or 
the age of 21.

NOTES TO
C o m p a ra tiv e  n eg lig en ce . — A li­

censee wno violates th is section is not en­
titled  to a sse rt the com parative fau lt of 
the m inor/consum er, in  an action for dam ­
ages re su ltin g  from the unlaw ful sale of 
intoxicating liquor. Loeb v. Rasm ussen, 
822 P.2d 914 (A laska 1991).

consumption by persons under

DECISIONS
S ta te d  in  Sham berg v. S tate , 762 P.2d 

488 (Alaska Ct. App. 1988).
C ited  in Alfred v. S ta te , 758 P.2d 130 

(A laska Ct. App. 1988).

Sec. 04.16.051. Furnishing or delivery of alcoholic beverages 
to persons under the age of 21. (a) A person may not furnish or 
deliver an alcoholic beverage to a person under the age of 21 years.

(b) This section does not prohibit the furnishing or delivery of an 
alcoholic beverage

(1) by a parent to the parent’s child, by a guardian to the guardian’s 
ward, or by a person to the legal spouse of that person if the furnishing 
or delivery occurs off licensed premises; or

(2) by a licensed physician or nurse to a patient in the course of 
administering medical treatm ent.

(c) Acts unlawful under AS 11.51.130 are not made legal by (b) of 
this section. (§ 3 ch 131 SLA 1980; am § 9 ch 109 SLA 1983; am §§ 7, 
8 ch 156 SLA 1988; am § 1 ch 50 SLA 1989)

E ffe c t o f  a m e n d m e n ts . — The 1988 L eg is la tiv e  h is to ry  re p o r ts .  — For
am endm ent inserted  references to deliv- Senate le tte r of in ten t re la ting  to the 
ery in the catch line and in subsections (a) am endm ents to (a) and (b) of th is section
and (b). by secs. 7 and 8, ch. 156, SLA 1988 (HCS

The 1989 am endm ent, effective May 27, CSSB 371 (Jud) am  H), see 1988 S enate
1989, inserted "or delivery” in paragraph  Jo u rn a l 2939
(b)(1).



Sec. 04.16.150. Licensee responsib le  for violations.

N O TES TO D EC ISIO N S

S ta te d  in Tommy's Elbow Room, Inc. v.
K avorkian, 727 P.2d 1038 (Alaska 1986).

Article 2. P enalties and  Forfeitures.

S ec tio n
180. P enalties for violation 
200. Unlicensed persons

Sec. 04.16.180. P enalties for violation, (a) Except as provided in 
AS 04.11.015, AS 04.16.200 — 04.16.210, and AS 04.21.065, a person 
who violates a provision of this title or a regulation adopted by the 
board is guilty, upon conviction, of a class A misdemeanor. Each viola­
tion is a separate offense.

(b) A suspension or revocation of a license ordered by the board 
under AS 04.11.370(4) and (5) shall be as follows:

(1) On first conviction: the license of the premises involved may not 
be revoked, but may be suspended for not more than 45 days.

(2) On second conviction: the license of the premises involved may 
not be revoked, but may be suspended for not more than 90 days.

(3) On third conviction: the license of the premises involved may be 
suspended or revoked.

(c) In this section, the terms "second conviction” and "third convic­
tion” include only convictions for violations tha t occur within five 
years of the first conviction. The terms refer to the cumulative num­
ber of convictions of a licensee of any combination of violations of the 
provisions of this title, regulations adopted under this title, or ordi­
nances adopted under AS 04.21.010. The terms “second conviction” 
and "third conviction” include a conviction of the agent or employee of 
a licensee of a violation of a law, regulation, or ordinance if the convic­
tion constitutes a ground for suspension or revocation under AS 
04.11.370(5).

(d) This section does not affect the authority of the board to suspend 
or revoke a license when the board determines that continuance of 
activities under a license would not be in the best interests of the 
public. (§ 3 ch 131 SLA 1980; am § 10 ch 156 SLA 1988; am § 1 ch 81 
SLA 1989)

E ffe c t o f  am e n d m e n ts . — The 1988 30, 1989, inserted a reference to AS
am endm ent inserted "AS 04.11.015 and” 04.21.065 in the first sentence of subsec-
in the first sentence in subsection (a). tion (a) and made related gram m atical

The 1989 am endm ent, effective A ugust changes.

§ 04.16.150 A l c o h o l i c  B e v e r a g e s  § 04.16.180

233



^OUSE COMMITTEE REPORT

Date Referred: January 11, 1993

1/ ry -y
Date o f Com m ittee Action: ~ ’ ~

(7)
FURTHER REFERRALS: Judiciary

Finance

HB 28The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: ______

HOUSE BILL NO. 28 PENALTY FOR PROVIDING ALCOHOL TO  A MINOR

"An Act relating to the penalty for providing alcoholic beverages to a person under the age o f 21; and providing 
for an effective date."

RECOM M ENDATIONS: 
be replaced w i th ________
[ ] have attached amendments(s)

[ ] do pass
[ ] do not pass

[ ] no recom mendations

individual recom mendations 

[ ] additiontil referral to t h e ____

f ] the same title 
_[ ] a new title

Committee

ADOPTS: letter of Intent

ATTACHES NEW  FISCAL NOTE(s): (Dcp0 APPROVES PREVIOUS:

[ ] Fiscal n o te (s)______
0?A

(Dcpt/Daic)

p.] fiscal impact

[3 ] zero fiscal note [ ] zero fiscal note(s)

SIGNING DJD PASS
o  f

DP OTHER RECOMMENDATIONS D NP NR AM

£

A 0 y A ; U : 7 _______________ A
V ' r A f  A "

j)
Y

/x V

( 1 ----------

CHAIRMAN’S SIGNATURE



H/l-JFQQ n n  MTVT T  rp rp  f  IT

; -7 N i 1 0 0 - R O i  
03/04/93

TCM: 30299

LEGIELATIVE TELECONFERENCE NETWORK 

TATE & TIME: 03 /04 /93  15:00 TO 16=00 STATUS:6

. .-I c. \v
1 6 : 2 3 : 0  

ADJOURNED

ft ft ot ft ORDER SUMHhRY #**#
SPONSOR
PURPOSE
CONTACT

HUES HOUSE HEALTH. EDUCATION AND SOCIAL SEEVI CHAIRS: TOOHEY 
PUB PUBLIC HEARING BUNDE

L Y NN S MIT i-i T E L $: <9 0 7) 4 65 -6825
CHAIRING SITE: JUNEAU CAPITOL

SPONSOR REMARKS(PUB): TESTIMONY:Y ALLOWED 
PUBLIC TESTIMONY ON HB 28
TON REQUESTED ON ©3/04/93 AMD HAS 2 UPDATES

ftftftft AGENDA ftftftft
i HB 23 PENALTY FOR PROVIDING ALCOHOL TO A MINOR

PARTICIPATING LIOS ftftftft 
BAR BARROW COURTHOUSE £305

ft JNU JUNEAU CAPITOL CAP106
KTN KETCHIKAN 352 FRONT STREET

CAP106
5 MINUTE LIMIT

LOCATION STAFF 
LOCATION STAFF 
LOCATION STAFF

PARTICIPANTS IN:KETCHIKAN 
1 MS CHERI DAVIS

BOX 5723 ____

KTN
KETCHIKAN

SUE HENRY
KETCHIKAN

TSFY* HB 23 
AK 99901 < 907) 525-63Oj4 

TSFY* HB 23 
AK 99901 (907)225-5501

3 MR* 
4' MS ~

5 MS
6 MS

7 MS
8 MR*

9 MR*

PETER JENSEN TSFY. HB 28
BOX 7032 KETCHIKAN AK 99901 <907> 225-2277
JEANNEANE HENRY TSFY* HB 28
2428 DUNTON ST. KETCHIKAN AK 99901 (907)225-2428
LYNDA ADAMS TSFY* 1-IB 28
BCX 7171 KETCHIKAN AK 999O i (90 7 ) 225-622 7

“ GTET PILCHER W * I  - S * H * TSFY* 1-IB 28
BOX 6552 KETCHIKAN AK 99901 (907)225-0202
FRAN YOUNG TSFY* l-IB 28
537 TOWER RD A KETCHIKAN AK 99901 <907)225-3528

' GERRET KQEPPING KTN DAILY NEWS OBSV* HB 28
•501 DOCK ST* KETCHIKAN AK

snrixi'
99901 (907)225-3157

.....tvi.v cv —u.j - na
50i DOCK ST* KETCHIKAN AK 99901 < 907)225-3157



Alaska JS>tate ^legislature
iHaufiE nt* $Ujir?B£ntntu«ea

C O M M ITTEE O N HEALTH. EDUCATION 
A N D  SO CIAL SERVICES

SUBJECT OF MEETING:

*HB 28: Penalty for Providing Alcohol
to A MINOR

DATE: march A, 1993 PLACE: Capitol Room 106

NAME REPRESENTING BUSINESS/PERSONAL MAILING ADDRESS ZIP (H) PHONE (W) PHONE
DO YOU WANT 
TO TESTIFY?

WHAT SUBJECT/ 
WHICH BILL?

________ __  "
<f) N H B 2 ?

o .  /^-oOiOO P 'fr 'Cx’A ^>b$\ n 7<.5- ® • N 114 fi

\ ^ v S m o l c ^ r

A-J^WV
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