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The role of early childhood professionals

to assure effective regulation

Other

Healtn,

It is a professional
responsibility to report serious violations of reg-
ulatory requirements, and to support members of
the profession who make such reports. All staies
should consider establishing "whistle blowing"
laws, such as those in California and Ohio that
make it illegal to discharge an employee for re-
porting a licensing violation. Moreover, the early
childhood professional should be well versed
concerning the regulatory system in her or his
state and community, should take part in the
rule-making process, and should help to build
increased public awareness and support for ap-
propriate standards and their effective implemen-
tation.

forms of regulation

building, and fire safety codes

In addition to state licensing requirements, early
childhood programs are subject to other publicly
administered requirements. Local buildingand fire
safety requirements and sanitation codes are locally
applied, each enforced by a different agency. While
the trend is for such codes to be uniform, statewide
standards, additional local requirements may also

A highly visible regulatory system helps to inform potential and
current "providers of the existence of standards and the need to
comply with the laiv.

be applied. NAEYC believes that inspection, moni-
toring, and enforcement of all applicable codes
should be coordinated to ensure that public person-
nel and fiscal resources are wisely used, and toavoid

Special considerations also need to be made for
group homes, which combine characteristics of both
family daycare and center programs. About half the
states recognize the group home category, although
other names may be used (e.g., "large home" or
"mini-center"). Thisform of care is notwidely preva-
lent, and is not expected to proliferate because large
homes are required for operation. Group homes are,
however, a viable way of providing good quality
care toyoung children, and offer the opportunity for
two or more caregivers to work together rather than
in isolation. NAEYC supports the recognition and
regulation of group homes as a care setting, if

—adult-child ratios are the same as center ratios;

—training of caregivers is required;

—qgroup homes are licensed like center programs
with pre-licensing inspections; and

—qgroup homes are approved by building inspec-
tors as meeting appropriate group home building
and fire codes, and are approved by health offi-
cials as meeting sanitation requirements appro-
priate for these small programs.

Zoning

undue delays, barriers to services, and unnecessary
red tape. Local regulation should be added only in
coordination with licensing or registration require-
ments.

Zoning is the regulation of land use by local plan-
ning officials under the state enabling law. Zoning
affects the provision of child care by determining
where programs may be offered. NAEYC's position
on zoning is based on the recommendation of the
American Planning Association. NAEYC believes
that center programs, group homes, and family day
care should be regarded as a needed community
service rather than as acommercial use, and should
be permitted in any residential zone. Center prog-
rams should be regarded as a class of use similar toa
school, although itis rare to find a center as large as
the smallest of schools. Group homes should be
regarded in the same way, except that they are even
smaller. The effect on neighborhoods by these types
of early childhood programs is less than the effect of
a school. Asan educational service, they should be
permitted in any zone where schools would be per-
mitted. Planning should take into account the need



Formore information

for these services as communities develop new
housing and commercial uses.

Family day care homes should be regarded as a
residential use for zoning purposes. Family day care
is indistinguishable from family occupancy in terms
of traffic, noise, effects on neighbors, and other
factors. It should be permitted without further res-
triction in any zone in which families are permitted
to live or inwhich working families might need child
cam Services.

Zoning stipulations should not make additional
requirements for the protection of children because
that is the responsibility of the state licensing sys-
tem. Cities and towns should use uniform defini-
tions for center programs, group homes, and family
day care, referring to the definitions in the state
licensing law.

Early childhood regulation
in context

An effective system of public regulation is
the cornerstone of any effort to assure the quality
of early childhood programs because it alone
reaches all programs. There are additional meth-
ods, both regulatory and non-regulatory, of pur-
suing quality in early childhood policy. Additional
levels of quality may be established above that
required for licensing through administrative
standaids, funding standards, and accreditation
standards. However, licensing provides the neces-
sary foundation of acceptable quality upon which
all other efforts are built.

Administrative standards are applied by public
agencies who administer programs, such as the
schools or a health or mental health department.
Programs administered by public agencies may not
be licensed, but their standards for quality and
methods for assuring the maintenance of qua'ity

For further information about
the licensing requirements in your state, contact
your state licensing agency or the NAEYC Informa-
tion Service, 1834 Connecticut Avenue, N.W., Wash-
ington, DC 20009. NAEYC distributes information
on the regulation of early childhood programs through
a collaborative effort with Work/Family Directions.

should be at least equal to those used for licensing.
When the government (whether state or federal)
pays for a program, it often sets standards for its
grant or purchase. For example, Head Start has
performance standards, and some states require
higher standards of their Title XX programs in ad-
dition to being licensed. Many of the states that
have funded prekindergarten programs in recent
years have set forth comprehensive standards be-
yond licensure to be met by funded programs.
Accreditation offers a way of distinguishing
early childhood programs of high quality. While
it is possible that accreditation could be re-
quired of a program (for example by its funding
source), it is usually voluntary. A few states
offer voluntary accreditation above the licens-
ing level. The National Academy of Early Child-
hood Programs, adivision of NAEYC, offers the

only national, voluntary, professionally recog-
nized system for accreditation. For more infor-
mation, contact the Academy at 1834 Connecti-
cut Avenue, N.W., Washington, DC 20009.

Regulation can also take tbj form of creden-
tialing qualified individuals, i'he Child Develop-
ment Associate Credential is a nationally recog-
nized, competency-based credential for early
childhood personnel. Credentials are available for
those who work in centers as well as family day
care homes. For more information about the CDA
Credential, contact the Council for Early Child-
hood Professional Recognition, 1718 Connecticut
Avenue, N.W., Washington, DC 20009.

The quality of early childhood programs can also
be improved through non-regulatory approaches.
Professional training and preparation, public edu-
cation, resource and referral services, and other
means of provider and consumer education all
play an important role in increasing the quality of
services available to young children and their fam-
ilies.

Copyright © 1987 by the National Association for the
Education of Young Children. Single copies of this
brochure are 50* each; 100 copies are $10. Order NAEYC

#535.

National Association for the Education
of Young Children
1834 Connecticut Avenue, N.W.

Washington, DC 20009
202-232-8777 800-424-2460 FAX 202-328-1846



LICENSES

PROVISIONAL LICENSE

A provisional license is the kind or license granted to

whicii require the presence of children or dependent
adults. The representative provides needed help, as time
permits. The applicant is informed of the findings.

new applicants if standard requirements are met.

Provisional licenses also are issued when a facility has
allowed its biennial license to expire without obtaining a
new one, and when a facility moves, changes ownership,

or changes the type of care offered.

After inspecting the faciiity, the licensing representative
recommends that a biennial license be granted or
denied. The appl,cation already submitted suffices for the
eprovisional and the first biennial license — the applicant
need not submit another application for the first biennial
license.

A biennial license may be reduced to provisional status

when substantial noncompliance is found. An acceptable
plan to bring the facility into conformity within the time
specified on the provisional license is required.

If the faciiity is meeting standards, the first biennial
license will be granted at the end of the one-year provi-
sional licensing period. The biennial license replaces the
provisional license and is valid for two years from the
date issued unless revoked for cause,

A provisional license is valid for up to one year and
may be renewed for an additional period not to exceed

one year.

GRANTING THE FIRST BIENNIAL LICENSE

If the facility does not meet standards during the provi-
sional period, the biennial license is denied. The provi-
sional license may be revoked before it expires, and the
facility must stop caring for children or dependent adults.

W ithin the one year, the facility must show that it can

meet standards on a continuing basis in order to qualify

for a biennial (two-year) license.

W hiie the applicant has a provisional license, the li-
censing representative makes at least one vis'

the facility's compliance with standards,

MONITORING

MONITORING
OF BIENNIAL
LICENSES

After licensing has been approved,
the licensing representative makes
visits to the faciiity to substantiate that
the faciiity continues to meet stan-
dards. No fewer than six months
should eiapse between visits to the
home. Inspection visits, whether an-
nounced or unannounced, are plan-
ned and purposeful. The reoresen-
tative is especially alert to any condi-
tions that may be hazardous to per-
sons in care.

An abbreviated standard-by-standard
evaluation is completed on the off
year during a two year biennial licen-
sure period. This monitoring evalua-
tion is completed during an announc-
ed visit. Evaluations of the facility from
parents and placement agency staff are
ai o used.

including those

RENEWING THE BIENNIAL LICENSE

About three months before the biennial license is due
to expire, the licensee will receive a reminder letter
about the expiration date, an application form for
another biennial license, and other required forms.

evaluate

HELP IN MEETING STANDARDS

Licensing is a form of protection for children, dependent adults and
other consumers. It seeks to minimize risks in out-of-home care and pro-
mote healthy growth. It also seeks to protect the rights of providers.

Licensing staff seek to work with care providers when problems occur in
meeting standards.

An applicant or licensee may at any time request help if there are ques-
tions about standards or how a program can comply with standards. There
may be several ways a facility can comply; the licensing representative will
discuss the options.

If an applicant or licensee disagrees with a decision or action of the
licensing staff, he or she may contact the supervisor or regie..! manager
or administrator. Frequently the disagreement can be resolved quickly.

WAIVERS AND VARIANCES

The licensing law allows the Division to grant waivers. A waiver is per-
mission to meet the intent of a standard in a way other than that
specified by the standard.

A waiver may be requested when making application for license or any
time during the duration of a provisional or biennial license.

To request a waiver, the applicant completes the top part of the form
and sends it to the licensing representative. The licensing representative
fills out the second half. The form then is reviewed and signed by regional
office staff. The health, safety and well-being of those in care are the main
criteria.



FAILURE TO COMPLY WITH

STANDARDS

NOTIFICATION
OF NONCOMPLIANCE

The licensing representative notifies
the provider in writing of any non-
compliance found. Noncompliance
may be with the law, regulations, and
any conditions of the license, or
waivers.

It is common for noncompliances to
be found; t'ortunaiely, most are re-
solved. The licensing representative
explains how to make necessary cor-
rections and works out a time limit.
An applicant or licensee may feel that
licensing staff should overlook a minor
noncompiiance; however, staff must
notify the applicant or licensee of all
noncompliances, in writing.

A standard-by-standard evaluation
form or the annual monitoring form is
filled out during a visit to the facility. A
plan of correction form may also be
completed. The licensing represen-

APPLICATION

GROUP INTAKE MEETINGS

To conserve state staff time, many Division offices hand
out applications only at intake meetings scheduled once
or twice a month. The licensing process is explained.
Often licensed providers participate to share their ex-
periences. Planning with the local foster parent associa-
tion, early childhood organization, or Day Care

DENYING AN APPLICATION

After the time limit set in the noncompliance notification letter, the Ii-
censing representative conducts a follow-up inspection. If a facility still
doesn't comply with standards or the licensing law, the application may be
denied and the decision communicated to the applicant. Denials and
revocations fall under the Administrative Procedures Act. When a denial is
contemplated, Regional Office consultation is secured. The State Office
and an attorney from the Department of Law must approve denials prior to
notification of the applicant. State Office and Department of Law consulta-
tion is available to ensure conformity with the requirements of the Ad-
ministrative Procedures Act.

REVOKING A LICENSE

If it is discovered that a licensed facility is not substantially complying
with the law or regulations, the Division notifies the facility of what must
be done to comply and issues a deadline. Sometimes, if corrections are
not made, the Division conducts a standard-by-standard evaluation of the
facility before deciding whether to revoke the license. The facility is given
ample notice and opportunity to correct the situation.

There are exceptions to the above procedure. If a person dies or is
seriously injured as a result of a violation of standards or the law, or if non-

APPLICATION INVESTIGATION

Before issuing a provisional license, licensing staff in-
vestigate to see if the applicant and his or her home com-
ply with the required standards.

If a facility is already operating, it must meet all stan-
dards except those on which waivers have been pre-
viously granted. If a facility is not yet operating, it must
meet those standards which do not require the actual
presence of children or dependent adults for evaluation.

Assistance agent is helpful. Some Division offices are re-

quiring pre-licensing training for Division foster homes.

SUBMITTING THE APPLICATION

The licensing representative requests and evaluates in-
formation from references and evaluates all other re-
quired written materials.

When an application is submitted, licensing staff have

WITHDRAWING AN APPLICATION

ten days to make sure it's complete. A complete applica-
tion consists of the required application form with ail sup-

porting documents. Materials must be correctly and com-
pletely filled out and signed.

An incomplete application is returned with an explana-
tion of what to do to complete it.

From the date that the complete application is ac-
cepted, licensing staff have, by policy, two months to
grant or deny a license, unless staff cannot determine
compliance in that time (usually as a result of lack of
reference response, marginal references, or a complaint
needing investigation).

An applicant may withdraw his or her application
unless children or dependent adults are already in care.
An applicant for a family child care home may reduce
his/her population to four unrelated children and
withdraw the application. A request for withdrawal is
confirmed in writing and the application returned.

DECISION ON THE APPLICATION

A license will be issued if the facility complies with the
statute and the regulations. A license will be denied if the
facilitv does not comply with the statute and regulations,
unless a waiver has b~en granted.



LICENSING MATERIALS:

H A T Y 0 U R E C E 1 vV E

1 *

tative sends a letter to the applicant or
licensee, including a copy of the
evaluation form and plan of correc-
tion, if applicable. The form(s) and the
letter cite:

« standards with which the facility did
not comply;

e noncompliances with the licensing
law, or the conditions of a license or

waiver; and

e corrections needed and the date by
which corrections must be made.

COMPLAINT
INVESTIGATIONS

REGULATIONS and the LICENSING LAW

Each applicant is given a copy of the regulations for the kind of facility
he or she plans to operate and a copy of the licensing statute. A home is
regulated according to the regu'ations and the law.

Regulations are developed by the Division of Family and Youth Services

with the help of providers, parents, lawyers, doctors and other profes-

sionals. Public hearings give interested persons the opportunity to testify
on issues regarding standards.

Regulatory standards are basic requirements, the lowest level acceptable
for Alaskan community care programs. They reduce predictable risk. They
do not guarantee high quality.

APPLICATION FORM

The application form must be filled out, signed and returned with other
required supporting documents for the application to be accepted.

COMPLIANCE EVALUATION FORM

The Division uses a standard-by-standard evaluation form to evaluate a
home. It is in checklist format with narrative at the end.

OTHER MATERIALS

The Division gives the applicant information on funding sources and pro-
vides some sample forms for use. Other Division publications and available
resources are provided as applicable.

compliance presents a clear danger to the health and safety oi the persons
in care, the Division takes immediate steps to revoke the license (or deny
the application). Again, State Office and the Department of Law must ap-

prove the action.

In all instances, the facility is notified of the right to appeal.

REFERRAL FOR LEGAL ACTION

If a license is revoked or denied and no appeal is requested, or if there is

an appeal and the decision to revoke or deny the license is upheld, the

applicant or licensee must stop caring for children or dependent adults or
reduce to four or fewer unrelated children for a family child care home. A
facility which provides care without a license is violating the law and the
Division may request injunctive relief through the district attorney or the

attorney general.

Division policy requires a licensing representative to in-
vestigate when he or she receives a complaint that a
facility is not meeting standards or is violating the licens-
ing law. The licensing representative informs the licensee

and investigates.

After the investigation, the licensing representative in-
forms the facility of the findings and any necessary

follow-up.

For more information, contact:
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FAILURE TO COMPLY WITH

STANDARDS

NOTIFICATION
OF NONCOMPLIANCE

The licensing representative notifies
the provider in writing of any non-
compliance found. Noncompliance
may be with the law, regulations, and
any conditions of the license, or
waivers.

It is common for noncompliances to
be found; fortunately, most are re-
solved. The licensing representative
explains how to make necessary cor-
rections and works out a time limit.
An applicant or licensee may fee! that
licensing staff should overlook a minor
noncompliance; however, staff must
notify the applicant or licensee of all
noncompliances, in writing.

A standard-by-standard evaluation
form or the annual monitoring form is
filled out during a visit to the faciiity. A
plan of correction form may also be
completed. The licensing represen-

DENYING AN APPLICATION

After the time limit set in the noncompliance notification letter, the li-
censing representative conducts a follow-up inspection. If a facility still
doesn't comply with standards or the licensing law, the application may be
denied and the decision communicated to the applicant. Denials and
revocations fall under the Administrative Procedures Act. When a denial is
contemplated. Regional Office consultation is secured. The State Office
and an attorney from the Department of Law must approve denials prior to
notification of the applicant. State Office and Department of Law consulta-
tion is available to ensure conformiry with the requirements ,f the Ad-
ministrative Procedures Act.

REVOKING A LICENSE

If it is discovered that a licensed facility is not substantially complying
with the law or regulations, the Division notifies the facility of what must
be done to comply and issues a deadline. Sometimes, if corrections are
not made, the Division conducts a standard-by-standard evaluation of the
facility before deciding whether to revoke the license. The faciiity is given
ample notice and opportunity to correct the situation.

There are exceptions to the above procedure. If a person dies or is
seriously injured as a result of a violation of standards or the law, or if non

APPLICATION

GROUP INTAKE MEETINGS

To conserve state staff time, many Division offices hand
out applications only at intake meetings scheduled once
or twice a month. The licensing process is explained.
Often licensed providers participate to share their ex-
periences. Planning with the local foster parent associa-
tion, early childhood organization, or Day Care
Assistance agent is helpful. Some Division offices are re-
quiring pre-licensing training for Division foster homes.

SUBMITTING THE APPLICATION

When an application is submitted, licensing staff have

ten days to make sure it's complete. A complete applica-
tion consists of the required application form with all sup-

porting documents. Materials must be correctly and com-
oietely filled out and signed.

An incomplete application is returned with an explana-
tion of what to do to complete it.

From the date that the complete application is ac-
cepted, licensing staff have, by policy, two months to
grant or deny a license, unless staff cannot determine
compliance in that time (usually as a result of lack of
reference response, marginal references, or a complaint
needing investigation).

APPLICATION INVESTIGATION

Before issuing a provisional license, licensing staff in-
vestigate to see if the applicant and his or her home com-
ply with the required standards.

If a facility is already operating, it must meet all stan-
dards except those on which waivers have been pre-
viously granted. If a facility is not yet operating, it must
meet those standards which do not require the actual
presence of children or dependent adults for evaluation.

The licensing representative requests and evaluates in-
formation from references and evaluates all other re-
quired written materials.

WITHDRAWING AN APPLICATION

An applicant may withdraw his or her application
unless children or dependent adults are already in care.
An applicant for a family child care home may reduce
his/her population to four unrelated children and
withdraw the application. A request for withdrawal is
confirmed in writing and the application returned.

DECISION ON THE APPLICATION

A license will be issued if the facility comolies with the
statute and the regulations. A license will be denied if the
faciiity does not comply with the statute and regulations,
unless a waiver has been granted.
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State of Alaska
Department of Health and Social Services

Division of Family and Youth Services
P.O. Box 110530

Juneau, Alaska 99811-0530



LICENSING MATERIALS:

R E C E I V E

*r

tative sends a letter to the applicant or
licensee, including a copy of the
evaluation form and plan of correc-
tion, if applicable. The form(s) and the
letter cite:

= standards with which the facility did
not comply:

= noncompliances with the licensing

law, or the conditions of a license or
waiver; and

e corrections needed and the date by
which corrections must be made.

COMPLAINT
INVESTIGATIONS

REGULATIONS and the LICENSING LAW

Each applicant is given a copy of the regulations for the kino of facility
he or she plans to operate and a copy of the licensing statute. A home is
regulated according to the regulations and the law.

Regulations are developed by the Division of Family and Youth Services
with the help of providers, parents, lawyers, doctors and other profes-
sionals. Public hearings give interested persons the opportunity to testify
on issues regarding standards.

Regulatory standards are basic requirements, the lowest level acceptable
for Alaskan community care programs. They reduce predictable risk. They
do not guarantee high quality.

APPLICATION FORM

The application form must be filled out, signed and returned with other
required supporting documents for the application to be accepted.

COMPLIANCE EVALUATION FORM

The Division uses a standard-by-standard evaluation form to evaluate a
home. It is in checklist format with narrative at the end.

OTHER MATERIALS

The Division gives the applicant information on funding sources and pro-
vides some sample forms for use. Other Division publications and available
resources are provided as appiicable.

compliance presents a clear danger to the health and safety of the persons
in care, the Division takes immediate steps to revoke the license (or deny
the application). Again, State Office and the Department of Law must ap-
prove the action.

In all instances, the facility is notified of the right to appeal.

REFERRAL FOR LEGAL ACTION

If a license is revoked or denied and no appeal is requested, or if there is
an appeal and the decision to revoke or deny the license is upheld, the
applicant or licensee must stop caring for children or dependent adults or
reduce to four or fewer unrelated children for a family child care home. A
facility which provides mre without a license is violating the law and the
Division may request injunctive relief through the district attorney or the
attorney general.

For more information, contact:

Division policy requires a licensing representative to in-
vestigate when he or she receives a complaint that a
facility is not meeting standards or is violating the licens-
ing law. The licensing representative informs the licensee

and investigates.

After the investigation, the licensing representative in-
forms the facility of the findings and any necessary

follow-up.
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WALTER J. HICKEL P. Q Bon tioooi
C-OVEBUCB Juneau. Alaska 99511-000)

1907) <i£5-3500

State of A laska
OFFICE OF T»E GOVERNGP
JJCXKAU

January 28, 1994

The Hr.norable Rick Halford
Pres'-dent of the Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear President Halford:

Under the authority of art. 1ll, sec. 18, of the Alaska Constitution, | am transmitting a
bill relating to health care reform.

Alaskans' access to quality, affordable health care is a vital public interest. This bill
addresses improvements to the delivery, quality, access, cost, and financing of health
care services. The bill is not intended to be viewed as a comprehensive reform
proposal. Rather, itis a measured, responsible step forward to set the stage for
comprehensive reform.

At the same time, however, the bill makes immediate improvements to the current
health care system. As importantly, it creates a process that will provide the governor,
the legislature, and the public with the information necessary to make rational health
care reform decisions. The bill does not foreclose any reform options, including those
presently being considered by Congress and by the state legislature.

Immediate steps nken through this bill to close gaps in the health care system
include: the adoption and implementation of a uniform claim form, the use of
mandatory non-binding arbitration as an alternative to litigation in resolving certain
health system disputes, facilitating the creation of pools for sharing risks or purchasing
insurance relating to health care services, and requiring health insurers and related
entities to obtain approval for certain rates or fees charged to consumers.

The creation of the Alaska Health Commission, together with the duties imposed upon
it. constitutes a major part of the bill. Along with being given authority to approve
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health insurer rates and other filings, the commission is charged with collecting and
analyzing health care information and data. This information will serve as the basis
for formulating, for the governor's and legislature's consideration, proposals on the
primary mechanisms needed to effect meaningful comprehensive health care reform.

This proposal allows a deliberate process for determining how Alaskans will reform
their health care system. The proposal focuses on collecting Alaska health care data,
and it allows for analysis of what other states have done in the area. It also provides
time to synchronize state efforts with these of impending federal health care reform.

This bill requires that its objectives be completed within established time frames. The
analysis to be provided by the commission, particularly with regard to the cost,
financing, and implementation of health care reform, is critical given the current fiscal
circumstances facing the state. Itis essential that the fiscal impact of health care
reform be fully considered before further action is taken.

Please contact my staff if you need a detailed section-by-section description or
additional explanation of the bill.

| urge your favorable action on this important bill.

Sincerely,

VJalter J. Hickel
Governor



January 31/ 1994

SECTIONAL SUMMARY OF
GOVERNOR"S HEALTH COMMISSION BILL
(HB 414/SB 270)

Prepared by: Alaska Department of Law

Note: The bill itself is the best statement of its contents. A
sectional summary of a bill 1is not an authoritative interpretation

of the bill.

Section 1. FINDINGS. This section sets out legislative findings
regarding access to health care, increases 1in health care costs,
and the need for reform of the health care system in Alaska.

Section 2. INTENT. This section sets out legislative intent
concerning the promotion of access to affordable, quality health

care fTor Alaskans.

Section 3. COMMISSION. This section creates the Alaska Health
Commission (commission); sets forth the purposes of the commission;
establishes the composition, qualifications, terms, vremoval, and
designation of its chairperson; authorizes the commission to hire
staff; sets compensation for the members of the commission;
establishes requirements for meetings; sets the powers and duties
of the commission; and establishes duties of the commissioner to
report to the governor, legislature, and the public on commission
activities at the request of the governor.

Section 3 also requires the director of insurance to establish
uniform forms and procedures for health claims no Jlater than
July 31, 1996; requires a health insurer to file with the
commission (and the division of insurance) its rates and related
data, and changes to the rates; authorizes the commission to review
and approve the filings; gives appeal rights to a health insurer
aggrieved by commission decision concerning that insurer®s Tiling;
sets parameters for reporting and disclosure of information; makes
certain patient health records confidential; makes unlawful
disclosure or use of commission information a class B misdemeanor;
provides 1immunity Tfrom civil damages for commission members and
others specified in AS 44.19.632 for negligent acts or omissions;
allows the commission to give oaths and issue subpoenas; authorizes
the court to issue orders to show cause for fTailure to comply witn
lawful subpoenas of the commission; allows the legislature to
appropriate a portion of the proceeds of the tax on 1insurance
premiums collected under AS 21.09.210 for commission operating
costs; and establishes definitions for certain terms used in
AS 44.19.620 - 44.19.639.

Section 4. MANDATORY ARBITRATION. This section mandates that a



person who files a suit for damages for medical malpractice must

also submit the claim to the court for mandatory arbitration. The
decision of the arbitrator 1is nonbinding; if It is rejected by
either party, the action may then proceed in court. In existing

AS 09.55.535, which 1is repealed and reenacted by this section,
arbitration was voluntary only and was conducted by a multimember
board, rather than a single arbitrator. This section corresponds
with Ulanguage in sec. 3 of SB 123 (1993), and it is designed to
facilitate early resolution of claims before costly legal

proceedings are pursued.

Section 5. EXPERT ADVISOR. This section amends AS 09.55.536 to
authorize the court to appoint a single expert medical advisor
rather than a three-person expert advisory panel as 1is currently
required. The expert medical advisor would make written reports in
court cases fTor medical malpractice claims. Except for minor
technical changes, this section corresponds with sec. 4 of SB 123
(1993). This section 1is designed to reduce costs of obtaining
expert advice 1in medical malpractice cases and facilitate early
resolution of claims before costly court actions are pursued.

Section 6. PROCEDURE FOR CERTAIN CLAIMS AGAINST A HEALTH INSURER.
This section 1is similar to sec. 4, except that, unless that
practice is preempted by Tfederal Ilaw that provides otherwise, it
requires a health insurance claimant who Ffiles certain court
actions against a health insurer to submit the claim to the court
for manda* y arbitration. Again, the arbitrator®s decision is
nonbinding ut should facilitate early resolution of claims before

costly legal proceedings are pursued.

Section 7. REVIEW AND APPROVAL OF RATES AND RATING FACTORS
(TRADITIONAL HEALTH INSURANCE). This section acknowledges the sec.
3 requirement that disability insurers ("health 1insurers"™ under
AS 44.19.620 - *.4.19.639) must Tile disability iInsurance rates or
rating factors with the commission ¥for approval. The director of
insurance makes recommendations to the commission to approve or

disapprove the filings.
PURCHASING POOLS. This section requires the director of

insurance to adopt regulations to facilitate the creation of pools
to share risk or purchase disability insurance. Before adopting
regulations, the director must consult with and consider
recommendations of the commission.

Section 8. CONFORMING AMENDMENT. This section makes a technical
amendment to reflect the repeal of AS 21.86.070(e). The two
changes together delete references to the authority of the director
of 1insurance to require additional 1information concerning, and
approve TFiling of, rates for health maintenance organizations.
Under sec. 3 of the bill, the commission will perform that

function.

Section 9. REVIEW AND APPROVAL OF RATES AND CHARGES (HMO). This

2



section establishes the procedure for filing, review, and approval
by the commission of health maintenance organizations®"® rates and
charges. The director of insurance must make recommendations to
the commission on the approval or disapproval of the rates. This
section 1is similar to sec. 7, but relates to health maintenance

organizations.

Section 10. PURCHASING POOLS. This section requires the director
of insurance to adopt regulations to allow the creation of pools
for the purpose of sharing risks or purchasing insurance relating
to health maintenance organizations. This section 1is similar to
sec. 7, but relates to health maintenance organizations.

Section 11. REVIEW AND APPROVAL OF RATES AND CHARGES (SERVICE
CORPORATIONS) . This section establishes procedures for filing,
review, and approval by the commission, of rates, fees, and
payments by hospital and medical service corporations. The
director of insurance must make a written recommendation to the
commission on the approval or disapproval of these items. This
section is similar to secs. 7 and 9 but relates to service

corporations.

Section 12. PURCHASING POOLS. This section requires the director
of 1iInsurance to adopt regulations to allow Tfor the creation of
pools to share risk or purchase 1iInsurance related to service
corporations. This section 1is similar to secs. 7 and 10, but
relates to hospital and medical service corporations.

Sections 13 and 14. COMMISSION PROCUREMENT PROCEDURES. These
sections together exempt the commission from the state procurement
code, but require the commission to adopt 1its own procurement
regulations. The regulations must be consistent with the
competitive procurement principles of the procurement code. The
exemption 1is considered necessary to allow the commission to meet
the relatively short deadlines for reports and recommendations set

by AS 44.19.621.

Section 15. EXEMPT SERVICE. This section places the commission
staff iIn the exempt state service. Commission members also would
be 1n the exempt service under existing AS 39.25.110(10).

Section 16. OPEN MEETINGS ACT LIMITATION. This section would
require that commission meetings related to the adoption of
regulations or to actions on rate filings fall under the
requirements of the Open Meetings Act. Other commission meetings
would be exempted from those requirements. This would allow the
commission members to conduct day-to-day administrative activities
without Tfirst 1issuing a public notice and convening a public

meeting.

Section 17. SUNSET PROVISION. This section establishes a sunset
date for the commission of June 30, 1999. This would allow for



«

routine review and evaluation of the effectiveness of the
commission.

Section 18. REPEALERS. This section repeals portions of existing
statutes, due to changes contained in this bill. AS 09.55.560(2),
defining "board" for the purpose of arbitration under AS 09.55.535,
is repealed because AS 09.55.535 has been changed to provide for a
single arbitrator instead of an arbitration board.
AS 09.55.560(3), defining ™"panel™ to mean an expert advisory panel
established under AS 09.55.536, 1is repealed because AS 09.55.536
has been amended to use a single expert instead of a three-person
expert advisory panel. In existing 1iInsurance statutes regulating
health maintenance organizations, AS 21.86.070(e) and (F), dealing
with filing of HMO enrollee changes, are repealed because of the
new provisions at AS 21.86.075 addressing review and approval of

rates and charges by the commission.

Section 19. COURT RULE REPEAL. This section repeals Alaska Rule
of Civil Procedure 72.1 in accordance with art. 1V, sec. 15, of the
Alaska Constitution. The rule, addressing expert advisory panels,
is no Jlonger necessary because of the change in AS 09.55.536
replacing the panel with a single expert advisor.

Section 20. APPLICABILITY. This section specifies that the
changes made by secs. 4, 5, and 6 of the bill, concerning mandatory
arbitration and medical experts, apply only to causes of action
accruing on or after the bill"s effective date, which sec. 23

designates as July 1, 1994.

Section 21. INITIAL APPOINTMENT OF COMMISSION MEMBERS ;
REAPPOINTMENT OF INITIAL APPOINTEES. This section requires that
the terms of persons initially appointed to the commission must be
set in accordance with AS 39.05.055, which addresses requirements
for staggering initial terms of commission members. The 1initial
appointees have one-, two-, or three-year terms respectively. This
section also allows for initial appointees to be able to be
reappointed for oi e additional six-year term.

Section 22. COURT RULE REQUIREMENT. This section provides that
sec. 19 — repealing Civil Rule 72.1 - takes effect July 1, 1994
only i1f sec. 19 receives a two-thirds majority vote of each house
as required by art. 1V, sec. 15, Alaska Constitution.

Section 23. EFFECTIVE DATE. This section establishes July 1, 1994
as the effective date for all sections of the bill, except sec. 19
on the court rule change.
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ANALYSIS: CSSB270 Page 1

PERSONAL SERVICES 625.4

Fiscal note assumes Commissioners appointments on "VI1/94

and provides for 6 months of consumer complaint specialists, 11
months of remaining staff within first year. Subsequent years
include merit increases for staff and the addition of a data base
manager and research analyst in FY96.

FY95:

3 Commissioners Rg. 26C 290.7 (12 mos)

1 Special Assistant Rg. 23A 70.9 (11 mos)

3 Research Analysts Rg. 18A 155 .9 (11 mos)

1 Secretary I Rg. 10A/B 32.9 (11 mos)

1 Clerk Typist 111 Rg. O03A/B 29 .8 (11 mos)

2 Consmr Complnt. Spec. Rg. 14A 45.2 ( 6 mos)

96

1 Data Base Mngr. Rg- 22A 55.8 (9 mos)

1 Research Analyst Rg. 17A 28.8 ( 6 mos)
TRAVEL 17 .0
Travel costs and per diem associated with Commission
activities -- research, 1investigation, public hearings
CONTRACTUAL 274 .8

Professional Services:
technical/legal assistance contracts 150.0
data collection contract starting
FY96 for 300.0, subsequent years
100.0

Communication:

Telephone (toll costs, base/local
fixed costs, fax postage)l1000/mo x 12 12..0

Teleconference costs assuming all
sites for 3 hrs. per month 31.5

Advertising, Printing:

Public hearing advertising, report
printing 5.0



(Contractual - continued)

Transportation:

Freight and express charges 75/mo x 12

Minor Repair, Maintenance:
Equipment rental:
Photocopier 600/mo x 12

Rental for space:

1873 sq. ft. x $3.00/ft x 12 mos.

SUPPLIES

Data processing and office supplies

EQUIPMENT
Communication:
Phone system
Fax Machine
Mailing equipment

Data Processing Equipment:

PCs, system printer, software
for 11 work stations

additional 2 workstations 1in
FY96 total 6.0

Furniture/Office equipment:

11 offices/work stations
file cabinets, bookcases
and miscellaneous office
equipment

2 additional workstations in
FY 96 total 3.5

67.4
274.8

w N o
O o

31.8

65 .6

Page 2

65. 6



Jjmwn Stzoea«L ZI"ET«400])aSE

FISCAL NOTE
STATE OF ALASKA BELL NO. SB 270
1994 LEGISLATIVE SESSION

Revision Date: 3/22/94 Department Affected: Commerce and Economic Development

Title:  Creating the Alaska Health Commission BRU: Insurance
Component: Operations

Sponsor:  Ssiate Rules

Requestor:  Governor COMPONENT SER'AL NO 0354

Expenuhres/Revenues:
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SUPPLIES 1.0 1.0 1.0 1.0 1.0 1.0
EQUIPMENT 12.1 1.0 1.0 1.0 1.0 1.0

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 85.5 74.4 74.4 74.4 74.4 74.4
CAPITAL EXPENDITURES

CHANGE IN REVENUES( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 85.5 74.4 74.4 74.4 74.4 74.4
1006 GF/MHTIA

Other

TOTAL 85.5 74.4 74.4 74.4 74.4 74.4
Estimate of current year (FY 94) cost: $ 0

POSITIONS

FULL-TIME 1.0 1.0 1.0 1.0 1.0 1.0
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

Assumptions:

1. Staff will be located in Anchorage.

2. Oflice space will be $1.80 per sq. ft. and 175 sq. ft. per position.

3. There will be six trips costing $600 each.

4. The furniture and equipment is a one-time cost with a small amount for subsequent years.
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FISCAL NOTE

STATE OF ALASKA BILL NO. SB 270
1994 LEGISLATIVE SESSION

ANALYSIS: (continued)

ALASKA HEALTH COMMISSION (CONTINUED)

Personal Services

Insurance Analyst. Il (Rates) 18A @ 12 months $58,168.15 $58.168.15
Travel
6 trips @ $600.00 each 3,600.00
Contractual
a. Office space rental for staff - $3,800.00

12 months x $1.80 per sqg. ft. x 175 sq. ft.

® position - $3.8 per position
b. Miscellaneous contractual costs -

$6.8 per position

Total Contractual 10,600.00
Supplies

$1.0 per position 1,000.00
Equipment

$12.1 per position for office furniture and computer

equipment first year, $1.0 after 12.100.00

TOTAL $3546815
IB/dgl/316fn.jb Page 1 of 3

I a ® Revised Date: 3/22/94
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Position Title
Insurance Analyst Il

Time Status Staff Months
PFT i

TYPE OF EXPENDITURE AMOUNT

Benefits

Premium Pay

Other

Total Personal Services
Travel
Contractual

Commodities
Equipment
Other
Total Cost

FUNDING SOURCE FOR TOTAL COST
Federal Receipts
G.F. Match
General Fund
I-A Receipts
C1P Receipts
Other 1005 GF/PR

014.bro

No. of Positions Range / Step Barg. Unit

GGU

Location Election District
Anchorage

Justification

An insurance analyst for health insurance rate rc ’iew and an insurance
analyst for health insurance form review will be needed in order to make
recommendations to the Alaska Health Commission.

6 trips @ $600

Contractual

Office space expense 3.800

Miscellaneous 6.800
10,600

Supplies 1,000

Equipment

Workstation, computer, and misc.

office equipment 12,100

AGENCY Commerce and Economic Development

"est For BRU Insurance

*jon

COMPONENT  Operations #354



Alaska State Legislature

h322t

Legislative Research Agency

February 25, 1994

MEMORANDUM

TO:

Senator Jim Duncan

FROM: Maureen Weeks”

RE:

Legislative Analyst

Comparison of Senate Bill 284 and Senate Bill 270
Research Request 94.157

130 Seward Street. Suite 21S
Juneau, Alaska 99801-2!9t'

Phone: (9071 465-3991
Fax: (9071 463-3351

You asked us to compare two health care reform bills before the legislature this year. Senate
Bill 284/House Bill 451 and Senate Bill 270/House Bill 414. The comparison is attained.

We chose our questions from the topics covered in side-by-side comparisons of health care
reform plans by the American Association of Retired Persons and the Intergovernmental
Health Policy Project at the George Washington University. For your convenience, here is
a table of contents.

Summary Statements
Does the Plan Provide for Universal Coverage?......ccocvinicnineninnnn,

Does the Plan Describe a Benefits Package?.......cocvivieviniennnene.
is the Plan to be Administered?.....ccccociviiiniiiinninveceenen

How
Does
How
Does
Does
Does
Does
Does
Does

the

Plan Offer a Financial Plan? ...

Does the Plan Control CoOStS?. ..t e e

the
the
the
the
the
the

Plan Allow Public Participation?........ccccoeovvninincinnnnn.
Plan Include Data CoOlleCtion?........ccccooiiviiiiinineiniicniens
Plan Include Preventive Care?.......cccconevininieeiennnnnns
Plan Include Public Health?.........ccooiiiiiiiiiiic e
Plan Include Long-Term Care?.....iiininieneinens
Plan Consider Primary Care?......ceniniininenenninens

What is the Federal Role in the Plan? .o

Does the Plan Discuss Medical Malpractice Liability?........cccovvninnnn.

I hope this is useful for your putposes.

information, please call.

Attachment

Pace

o OB WN -

10
12
14
15
16
17
18
19

If you have any questions would like additional
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Summary Statement

SB 284/KB 451

Comprehensive reform using a market-
based single-payer system with health
care coverage for every legal Alaska
resident

Definition:

"Market based single payer system' means a system
in which a single entity provides health insurance to
all residents of the state and the insurance is based
on market forces, including provider defined fees,
defined patient copayments, sliding scale copayments
for the indigent, provider fees that are posted or
made otherwise available at the point of services,
published cr disseminated fees in comparative lists
that allow fee comparison by consumers, voluntary
expenditure targets, provider peer review and control
of volume, utilization, and quality of health services,
and a regularly published description of the \arious
types of providers licensed to provide services in the
benefit package." (Sec. 21.58.400(9))

Marker Forces:

A "market-based" system uses market forces to make
consumers more aware of the actual .osts of health
services and provides consumers with information
enabling tnem to make more informed purchasing
decisions. (Sec. | (h)(2).

SB 270/HB 414

Commission analyzes health care reform
proposals, makes changes in current
health care systems, and recommends
long-term reform

Xnalvsis of Cost-Benefits:

The commission ;s "not intended to be viewed as a
comprehensive reform proposal.” Instead, it would
analyze cost-benefil of elements of reform proposals
iGovernor's transmittal letter, p. 1, and N. Usera,
personal communication)



Does the Plan Describe a Benefits Package?

SB 2S4/HB 451

No. the corporation is to develop a
package by December 31. 1995

Mandate to Develop Benefits Package:

The Alaska Health Insurance Corporation ‘shall”
develop a "benefits package of health care services
that enrollees in the state health insurance plan are
entitled to receive” (21.58.110) "The corporation
shall adopt regulations specifying the health care
services required to be covered by the state health
insurance plan . .." (21.58.170(a))

"By December 31, 1995. the corporation shall . ..
determine the health care services required under AS
2158170 .. ." (Sec. 12(3))

Public Participation:

The Alaska Health Corporation shall allow the
public an "ongoing opportunity” to participate in
decisions made by the board of directors about
health care services residents want included in the
benefit package. (Sec. 21.58.320)

Annual Review:

"The corporation shall ... at least annually, review
the health care benefits package and revise it as
determined by the corporation, taking into
consideration the health needs of the state, available
funding, and other relevant factors as determined by
the corporation ..." (21.58.100(10))

Legislative Research Agency 94.157:

SB 270/HB 414

No. the commission is to analyze and
make recommendations on "defining a
range of potential benefit packages" bv
January 1. 1996

Defining a Range of Potential Benefit Packages:

The Alaska Health Commission is to analyze health
care reform proposals: recommend proposals to the
governor and the legislature; and make
recommendations on “defining a range of potential
benefit packages for universal health care coverage
for Alaskans —on or before January 1. 1996" (Sec.
44.19.621(a)(5)(A) The commission would analyze
plans placed before it. including universal coverage
plans (N. Usera, personal communication).

Page 3



Summary Statement

SB 284/HB 451

Comprehensive reform using a market-
based single-paver system with health
care coverage for every legal Alaska
resident

Definition:

"Market based single payer system means a system
in which a single entity provides health insurance to
all residents of the state and the insurance is based
on n.arket forces, including provider defined fees,
defined patient copayments, sliding scale copayments
for the indigent, provider fees that are posted or
made otherwise available at the point of services,
published or disseminated fees in comparative lists
that allow fee comparison by consumers, voluntary
expenditure targets, provider peer review and control
of volume, utilization, and quality of health services,
and a regularly published desciiption of the various
types of providers licensed to provide services in the
benefit package." (Sec. 21.58.400(9))

Market Forces:

A "market-based" system uses market forces to make
consumers more aware of the actual costs of health
services and provides consumers with information
enabling them to make more informed purchasing
decisions. (Sec. | (b)(2).

Legislative Research Agency 94.157:

SB 270/HB 414

Commission analyzes health care reform
proposals, makes changes in current
health care systems, and recommends
long-term reform

Analysis of Cost-Benefits:

The commission is "not intended to be viewed as a
comprehensive reform proposal.” Instead, it would
analyze cost-benefit of elements of reform proposals
iGovernor's transmittal letter, p. 1 and N. Usera.
personal communication)
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Does the Plan Provide for Universal Coverage?

3B 284/HB 451

Yes. by Jan. 1. 1998

Universal Coverage:

"The purpose of this Act is 10 . . . create a market
based single payer state health insurance system that
provides health insurance to all residents of the state
o (Sec 1(0)(2)

Bv January I. 1998. the corporation shall .. begin
to provide health insurance coverage for state
residents ..." (Sec. 12(7))

Legislative Research Agency 94.157:

SB 270/HB 414

No. it promotes access to affordable care

Access to Affordahble Care:

"It is the intent of the legislature to promote access
to affordable, quality health care for Alaskans ...
(Sec. 2).

Governor's transmittal letter states. "This bill
addresses improvements to the delivery, quality,
access, cost and financing of health care services.
The bill is not intended to be viewed as a
comprehensive reform proposal.” (1/28/94, p. 2)

Page 2



Does the Plan Describe a Benefits Package?

SB 2S4/HB 451

No. the corporation is to develop a
package by December 31. 1995

Mandate to Develop Benefits Package:

The Alaska Health Insurance Corporation ‘shall”
develop a "benefits package of health care services
that enrollees in the state health insurance plan are
entitled to receive" (21.58.110) "The corporation
shall adopt regulations specifying the health care
services required to be covered by the state health
insurance plan .. " (21.58.170(a))

"By December 31. 1995. the corporation shall . ..
determine the health care services required under AS
2158170 ..  (Sec. 12(3))

Public Participation:

The Alaska Health Corporation shall allow the
public an "ongoing opportunity” to participate in
decisions made by the board of directors about
health care rervices residents want included in the
benefit package. iSec. 21.58.520)

Annual Review:

"The corporation shall ... at least annually, review
the health care benefits package and rcv'sc it as
determined by the corporation, taking into
consideration the health needs of the state, available
funding, and other relevant factors as determined by
the corporation ..." (21.58.100(10))

Legislative Research Agency 94.157:

SB 270/HB 414

No. the commission is to analyze and

make recommendations on "defining a
range of potential benefit packages" by
January 1. 1996

Defining a Ranee of Potential Benefit Packages:

The Alaska Health Commission is to analyze health
care reform proposals: recommend proposals to the
governor and the legislature; and make
recommendations ori "defining a range of potential
benefit packages for universal health care coverage
for Alaskans —on or before January |. 1996" (Sec.
44.19.621(a)(5)(A) The commission would analyze
plans placed before it. including universal coverage
plans (N. Usera. personal communication).

Page 3



How is the Plan to be Administered?

SB 284/HB 451

gy the Alaska Health Insurance
orporation

embership: 7 directors appointed
Me governgr to 4-vear terr?gpo y
Meetings. at least quarterly

Compension: S400 per meeting ca
o8 T o e

Make-up of the Board:

The majority of directors arc to be expert in health
care issues; consumers and providers are to be
"fairly represented"; geographic and gender
composition are to approximate that of the state.

Committees of Expens:

The commission "shall" establish committees of
expens to make recommendations.

Comparison to Permanent Fund Board:
In testimony before the legislature, the bill’s authors

compare it to "arm's length" entities such as the
Alaska Permanent Fund Board.

Legislative Research Agency 94.157:

SB 270/hb 414

By the Alaska Health Commission

mbership: 3 members appointed b
qovernor o sr&year te?ﬁ%o Y

Meetings. at least quarterly
Compensation: Range 26C

Advisory Commiitees:

The commission "may" estahlish advisory
committees to conduct research or investigation
(committees must include at least one commission
memberi and "may" adopt regulations establishing
fees for services provided by the commission.

Comparison to Public Utilities Commission:
In testimony before the legislature, the Governor's

representative compared the commission to a public
utilities commission.

Page 4



Does the Bill Offer a Financing Plan?

SB 284/HB 451

No. the corporation is to present financing
options to the governor and legislature by
January 1 1997

Financing.Options:

[Bly
present options to the governor and the legislature on

‘e 1997' the corporation shall .

how to finance a state health insurance plan under a

market based single payer system." Sec. 12 16.

Public Participation inDecisions:

The Alaska Heallh Insurance Corporation "shall”
give the public "an ongoing opportunity” to
participate in the corporation's board of directors’
decisions regarding financing or'*-ns and .me
sources that should be used to o Jith
plan. (Sec. 21.58.320)

Legislative Research Agency 94.157:

SB 270/HB 414

No. the commission is to analyze and
make recommendations on "determining
financing plans for recommended
proposals” by January 1, 1996

Determining Financing Plans:

The A)aska Heallh Commjssion js t0O analvze health
care KfQm

or and the ,tgislature; and make

,5; recOlnmend proposals t0 [he

recommendations on "determiningfinancing

for recommended proposals —*onor
| 1996." 44.19.620(a)(5)(D)

plans

beforeJanuary

Page 5



How Does the Plan Control Costs?

SB 284/HB 451

Sets health care expenditure target, with
annual review

Uses a monitoring system: physicians
voluntarily regulate health care costs

(followed by mandatory regulation if
necessary)

Posts and publishes provider prices for
consumer comparison shopping

Requires providers to provide health care
data

Uses copayments to encourage shopping

Simplifies administration with uniform
claims forms and claims clearinghouse

Uses preventive and wellness programs
Promoting effective medical treatments

Identifying the best provider mix and
encouraging effective medical treatments

Legislative Research Agency 94.157:

SB 270/HB 414

Simplifies administration with uniform
procedures

Requires state approval for rates charged
by insurers

Sets up pools to share risks

Establishes mandatory non-binding
arbitration in medical malpractice suits,
with arbitrator's decision admissible in

court

Considers altering hospital licensing to
lower use of expensive acute care

Page 6



How Does

SB 284/HB 451

General Statement:

"The purpose of this Act is to .. . increase access to
health care by containing the rate of increase of
health care expenditures ..." (Sec. lib)(I)

Expenditure Target:

‘The corporation shall prescribe by regulation a
statewide heallh care expenditure target ... [T]he
base year ... shall be calendar year 1993 ... The
corporation annually shall adjust the . .. target . .

lo reflect changes in the Consumer Price Index" as
well as changes in demographics, medical
technology, access to services, the burden of disease,
elimination of unnecessary care, liability insurance
costs, administrative costs and utilization patterns.
(Sec. 21.58.270fa) and (b))

Voluntary Physician Compliance wilh Target:

The expenditure target adopted by the corporation
[is] a recommended target for expenditures within
each specified category or subcategorv of health care
services or products ... [Providers may voluntarily
comply with the expenditure target and

may take all appropriate steps not prohibited by law
to attempt to ensure that annual expenditures for
health care in the state do not exceed the expenditure
larget ... " (Sec. 21.55.230)

Legislative Research Agency 94.157:

the Plan Control

Costs? (Continued)

SB 270/HB 414

General Statement

"The analysis to be provided by the commission,
particularly with regard to the cost, financing and
implementation of health care reform, is critical,
given the current fiscal circumstances facing the
state. It is essential that the fiscal impact of health
care reform be fully considered before further action
is taken." (Governor's transmittal letter. 1/28/94. p.
2)

Uniform Procedures:

No later than July 31, 1996. the director of the
division of insurance, after considering the advice of
the commission, shall adopt by regulation uniform
claims forms, uniform standards and uniform
procedures for the processing of data relating to
billing for and payment of health care services
provided to Alaskans." (44.19.628(a))

Rate Approval:

Health insurance "rates, fees and payments ... may
not be excessive, inadequate or unfairly
discriminatory™ and "rates [paid] to providers ..
must be fair and reasonable.” (Sec. 21.87.190(a))

A health insurer or health maintenance organization
"shall* file rates or fees with the commission and the
division of insurance (including changes). The
division "shall" review the filing within 45 days and
recommend approval or disapproval to the
commission in writing. The commission shall hold a
public hearing for comment on the filing." (Sec.
44.19.625 and 21.51.350 and 21.86.075)

Page 7



How Does

SB 284/HB 451

Mandatory Phvsician Compliance:

The corporation "shall* monitor the success of
voluntary compliance. If the corporation determines
iafter three years) that voluntary compliance has
"failed substantially” to meet the target, the
corporation "shall* impose a mandatory expenditure
limit, by regulation. 'Sec. 21.58.300)

The corporation "may" regulate compliance by:
imposing a mandatory limit on one or more
subcategories or on specific items: establishing
mandatory price and utilization controls: monitoring
expenditures: and establishing :ost-sharing
recommendations. It may also directly assume all or
part of cost-control functions (deductibles and
copayments, information on provider fees, and the
expenditure target). (Sec. 21.58.300(h))

Copayments:

After seeking input from the public, the corporation
shall establish deductible and copayment amounts.
(Sec. 21.53.170 and 21.58.180) In testimony before
the legislature, the bill's authors have characterized
the copayments as "substantial” and said the purpose
would be to encourage consumers to "shop" for the
best price.

Uniform Claims:

By June 31 (sic), 1995. the corporation “shall"

complete and implement a uniform claims form (Sec.

21.58.110(4) and Sec. 12(2)

Legislative Research Agency 94,157:

the Plan Control

Costs? (Continued)

SB 270/HB 414

Pools:

The purpose of the commission is to [promote] the
creation of pools for the purpose of sharing risks or
purchasing insurance for health care services .. ."

(Sec. 44.19.621(a)(4))

After consulting with the Alaska Health
Commission, the director "shall" ad"pt regulation to
create pools "for the purpose of sharing risks or
purchasing insurance." (Sec. 21.87.285 and
21.56.320 and 21.37,285)

Mandatory Arbitration:

A person who tiles an action against a health insurer
or a medical malpractice action against a health care
provider shall submit the claim to the court for
arbitration. Either party may reject the arbitrator's
decision. The decision is admissible in court. (Sec.
09,55.535(a)-(e) and Sec. 09.55.565)

Hospital Licensing:

The commission is to analyze and make
recommendations to the governor and legislature on
“investigating alternatives to existing hospital
licensing requirements to allow for less use of
(expensive] acute care f-cilities." Deadline: January
[. 1997. (Sec. 44.19.622(a)(5)(H))

Page 8



How Does the Plan Control

SB 284/HB 414

Claims Clearinghouse:

By December 31. 1995. the corporation "shall"
establish a claims clearinghouse. A provider "shall"
submit all claims for payment under the state health
insurance plan to the claims clearinghouse. Subject
to appropriation, the claims clearinghouse shall pay
claims approved for payment by the corporation.
(Sec. 21.58.220(a) and (b) and Sec. 12(31)

Prevention and Wellness:

The purpose of the Act is to ... [use| preventive
and wellness programs to reduce health care costs

(Sec, 1(b)(3)(B)).
Effective Treatments. Provider Mix:

The corporation “"shall* establish comminees of
expens to recommend how to control health care
costs. The recommendations are to include: a
greater emphasis on healthful lifestyles, prevention
of disease and injury, promoting effective medical
treatments, and identifying the optimal provider mix
within the state. (Sec. 21.58.110(18))

Costs? (Continued)r

SB 270/HB 414

Legislative Research Agency 94.157: Page 9



Does the Plan Allow

SB 284/HB 414

The Alaska Heallh Insurance Corporation
sets up an "extensive" public involvement
process allowing Alaskans to participate
in decisions made by the board of
directors

Public Involvement Process:

"The corporation shall design, implement and
maintain an extensive community based public
involvement process [to allow] residents ... to
participate in decisions made by the corporation's
board of directors regarding: health care services
residents want included in the benefit package:
financing options: revenue sources that should be
used to finance the health plan; cost-sharing options:
and administration of the heallh care plan." (Sec.
21.58.320)

"The [Alaska Health Insurance! Corporation shall .
create and implement the formal public
involvement process ... for the purpose of gathering
broad input on the state health insurance plan,
options for financing the cost of coverage, cost-
sharing of the health insurance plan, and the cost of
tie plan .. (Sec. 21.53.110(2)

"The corporation shall conduct a comprehensive
public involvement process designed to solicit
information and opinions regarding [health care
services] required to be covered ..." (Sec.
21.58.170(h)

Public Participation?

SB 270/HB 414

The Alaska Health Commission collects
and analyzes data from public hearings.
Except when adopting regulations or
acting on rate filings, the Alaska Health
Commission is exempt from the Open
Meetings Act

Public Participation:

The commission shall ... collect and analyze data
and information from public, private or other sources
relating to the cost, delivery, or financing of health
care services provided to Alaskans." The term
"public" here refers to public hearings iN'. Usera,
personal communication)

Open Meetings Exemption:

"[M]eetings of the Alaska Health Commission,
except for meetings concerning the adoption of
regulations or actions on filings," are exempt from
AS 44.62.310 (the Open Meetings Act). (Sec.
44.62.310(d)(6))

Rate and Filings Public Hearings:

"The commission shall hold a public hearing for
comment on [rate] filing[s] and for verifying the
basis for the filing[s|." (Sec. 44.19.629(h)(3)

Legislative Research Agency 94.157: Page 10



Does the Plan Allow Public Participation? (Continued)

Regulations Take Public Requests Into Account:

"The corporation shall adopt regulations specifying
the health care services required to be covered by the
state health insurance plan, taking into consideration
the services requested by the public ..  (Sec.
21.58.170(a)

Legislative Research Agency 94,157: Page 1



Does the Plan

SB 284/HB 451

Yes, I%I Sets. Up a health care data

belgm ool ec tfy
emher 3 994 |CBNSes
of providers who do not compy

Comprehensive Data Collection:

"The corporation shall . .. establish [a]
comprehensive health care data system S Sec.
21.58.110(3)

The corporation "shall ... establish the [heallh care
data) system ... and begin collecting data by

December 31. 1994 (Sec. 12(1).

List of Data to be Collected:

"The corporation shall develop and periodically
update a health care data system [based on) calendar
year 1993 and [including] health care expenditures,
including [the following): capital expenditures
associated with receiving health care: demographic
data: clinical information, including patient
diagnosis, type of provider, type of service, location
and length of care, referral patterns, quality of care,
and result of care; billing and payment data: and
public health data, including vital statistics and
heallh status. (Sec. 21.58.260(a))

Providers Must Submit Data . ..
Providers "shall" comply with requirements to
submit claims data for the health care data system,
including regulations adopted by the Alaska Health
Insurance Corporation. (Sec. 21.58.260(h) and Sec.
08.02.025)

Legislative Research Agency 94.157:

Include

Data Collection?

SB 270/HB 414

Yes, plan sets up a system to collect
andl eheaﬁ : Ha(yj\tpow ersan%{]d
|nsu ers must su m|tt ta,

Commission Shall Collect Data:

“The purpose of the commission is to [establish and
implement] a system for collecting and analyzing
information and data relating to health care needs of
and services provided to Alaskans." (Sec.
44.19.621(a)(1))

"The commission shall ... collect and analyze data
and information from public, private, or other
sources relating to the cost, delivery, or financing of
health care services provided to Alaskans." (Sec.
44.19.625(b)(2))

Providers and Insurers Must Provide P3ta:

"All persons and entities providing or insuring health
care services to Alaskans shall provide, upon request
or order of the commission, repons. data, health
information, insurance schedules, statistics, and other
information, as determined necessary by the
commission, by regulation ..." (Sec. 44.19.631(a)

Mechanism to Collect and Analyze Data:

"It is the intent of the legislature to [establish] a
mechanism for the . .. collection and analysis of
information and data concerning health care services
and the making of recommendations hased on that
data ..." (Sec. 2)

Page 12



Does the Plan Include Data Collection? (Continued)

SB 284/HB 451

. Or Invalidate Their Licenses

A provider’s license "is not valid" unless the health
care provider submits required data. (Sec.
08.02.025)

Federal Waivers:

The corporation "shall" apply for federal waivers to
“incorporate ... claims data , .. into the
corporation's data system ..." (Sec. 21.58.110(14))

Data Used to Monitor Voluntary Compliance:

Based on the data compiled through the health care
data sy cm. the corporation “shall" monitor the
success of voluntary provider compliance with the
health care expenditure target (Sec. 21.58.270(a))

Legislative Research Agency 94.157:

SB 270/HB 414
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Does the Plan Include Preventive Care?

SB 284/HB 451
Yes, one ﬁ%%lSOf H]e c%%oratior] )
prevent iliness and promote Wellness

Preventive and Wellness Procrams:

"The purpose of the Act is to ... provide a structure
for addressing the health care needs of the state,
including ... use of preventive and wellness
programs to reduce health care costs" (Sec.

1(b)(3)(B)
Benefits Include Prevention and Wellness Goal:

"The corporation shall adopt regulations specifying
the health care services required to be covered by the
state health insurance plan, taking into consideration

. the goal of prevention of illness and promotion
of wellness " (Sec. 21.58.170(a))

Expert Committees Consider Health and Prevention:

The corporation shall . . . establish committees of
expens ... to make recommendations to the
corporation regarding how to contain the cost of
health care, including incorporating a greater
emphasis on healthful lifestyles (and) prevention of
disease and injury .. ." (Sec. 21.58.110(18))

Legislative Research Agency 94.157:

SB 270/HB 414

The hill does not mention prevention or
Wellness

Commission Does Not Endorse Particular Approach:

The commission performs a "market analysis™ or.
health care reform proposals (or elements of those
proposals) brought to it by the governor or by others:
it does not endorse a particular approach. (N. Usera.
personal communication)
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Does the Plan Include Public Health?

SB 284/HB 451

The corporation establishes a public
health improvement plan and requires
recommendations for specific legislative
action for that plan

Need to Focus on Public Heallh:

"The legislature tinds that ... there is a compelling
need for a strong, clear focus on public health issues
" (Sec. 1(5)

Public Health Improvement Plan:

"The corporation shall . . develop and update ()
public health improvement plan for the state" (Sec.
21.58.110(3) and 21.58.310(a))

Plan Includes:

The plan required under this section must include: an
analysis of health status in Alaska: an assessment of
appropriate government roles: standards for
assessment, development and quality assurance:
documentation of the extent to which the current
public health system implements or achieves these
standards: identification of interjurisdictional issues
involved in health care access and delivery: [and]
recommendations ..." (Sec. 21.58.310(b)

Required recommendations for specific legislative
action include: strategies, lime lines, financial needs

and specific sources of stable revenue .. local,
regional, state and federal (sharing of responsibility)
lo deliver public health care services . ... integration

of the public health care system with state and
national health care reform efforts: the corporation's
estimne of the optimal share [expressed as a
percent) that public health should represent in the
total health care delivery system of the state.” iSec.
21.58.310(b)(6))

SB 270/HB 414

Public health is not included in the bill

Intent lo Include Public Health Issues:

The authors of the bill intend to amend the bill to
include public health issues (N. Usera. personal
communication)

Legislative Research Agency 94.157: Page 15



Does the Plan Include Long-Term Care?

SB 284/HB 451

Yes. the Alaska Health Insurance
Corporation must develop a long-term
care plan by January 1 1997

Peveloning Long-Term Care Plan:

"The purpose of this Act is to ... provide a structure
for addressing the health care needs of the state,
including ... developing acomprehensive long-term
care plan that integrates support services and that
promotes human dignity." (Sec. 1(b)(3)(A))

By January 1. 1997. the corporation shall develop a
long-term care plan that comprehensively addresses
the needs of Alaska residents. iSec. 21.58.110(19)
and Sec. 12(6)

SB 270/HB 414

No. the plan does not include long-term
care

Long-ferm Care Is Public Health Component:

The bill's authors consider long-term care as one
component on the continuum of care that must be
considered in addressing public health (N. Usera.
personal communication)

Legislative Research Agency 94.157: Page 16



Does the Plan Consider Primary Care?

SB 284/HB 451

Yes. the corporation must give incentives
to primary care physicians to practice in
Alaska, especially in rural areas

Desien an Incentive Program:

The corporation "shall" design a program to give
incentives to primary care providers to practice in
Alaska, "especially in rural and under-served areas of
the state. (Sec. 21.58.11C'161)

Incentives:

Incentives "may" include "added premiums" on
prices for primary care providers; student loan
forgiveness, in-state family practice residency, and
training and “rotations” for 'midlevel practitioners.”
(Sec. 21.58.110(16)

Legislative Research Agency 94.157:

SB 270/HB 414

No. the plan does not discuss primary
care

Commission Does Not Endorse a Particular
Approach:

The commission performs a "market analysis™ on
health care reform proposals (or elements of those
proposals) brought to it by the governor or by others;
it does not endorse a particular approach. (N. L'sera.
personal communication)

Page 17



wim - t.yyjr-jm—

What 1s the Federal Role in the Plan?

SB 284/HB 451

The state must apply tor waivers from
federal laws before it can require claims
data and redirect revenue

The bill does not mention the need to
study the effects of federal health care
reform laws on Alaska

Federal Waivers:

By December 31, 1994. the corporation shall
determine the federal waivers necessary to set up the
Alaska Health insurance Corporation. (Sec. 12(1)1

The corporation shall ... pursue necessary federal
waivers from applicable federal law or other federal
health care payers in order to incorporate both claims
data and revenue streams into the corporation's data
system and additional revenue into the state health
insurance fund. (Sec. 21,58.110(14))

New Federal Laws'?

The bill does not mention how the plan would
‘dovetail" with new federal health care reform laws.

SB 270/HB 414

The commission is to analyze the effects
on Alaska of new federal health care
reform laws

The plan does not mention the possible
need to apply waivers to federal laws
(such as ERJSA)

Requirements Imposed bv New Federal Laws:

The Alaska Health Commission is to analyze health
care reform proposals; recommend proposals to the
governor and the legislature; and make
recommendations about "requirements imposed on
[Alaska] by [health care reform] measures passed by
Congress.” (Sec. 44.19.621(a)(5](B))

ERISA Waiver?

The plan requires all providers and insurers of health
care to Alaskans —including self-insurers —to
submit “"reports, data, health information, insurance
schedules, statistics and other information." The
state may need a waiver from the federal Employee
Retirement Income Security Act (ERISA) before it
can force self-insurers to comply.

Legislative Research Agency 94.157: Page 18
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Does the Plan Discuss Medical Malpractice Liability?

SB 284/HB 451

No. ii suggests separate legislation

Separate Leeislation:

"Because the state constitution's single subject rule
precludes the consideration ot' comprehensive ton

reform in the same legislative enactment as health
care reform, ton reform should he addressed in a

separate legislative enactment.” (Sec. USD

Legislative Research Agency 94.157:

SB 270/HB 414

Yes. the plan requires non-binding
arbitration of medical malpractice claims,
with the arbitrator's decision admissible
in court

Arbitration Reauired:

"A person who files an action for damages against a
health care provider resulting from medical
malpractice shall also submit the claim to the coun
for arbitration." (Sec. 09.55.535(a))

Arbitrator's Decision Not Bindine:

"The decision of the arbitrator may be rejected by a
party." (Sec. 09.55.535(d))

Arbitrator's Decision Admissible in Coun:

"If the decision ... is rejected . . .. the action may
proceed in ...court. The arbitrator's decision is
admissible evidence in that action ..." (Sec.
09.55.535(¢))

Action against a health insurer (including a health
maintenance organization) must also go to non-
binding arbitration and the arbitrator’s decision is
admissible in court (Sec. 09.55.565)

Page 19
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR RIEGER
TO: SB 270
Page 1, line 4, after "insurers;":

Insert "amending Alaska Rules of Civil Procedure 68, 79, and 82;1

Page 8, after line 28:
Insert a new subsection to read:

"(f) A party that rejects the arbitrator’s decision, proceeds in coun as provided
under (e) of this section, and obtains a final judgment that is not more favorable to
that party than the arbitrator’s decision, shall pay the opposing party’s actual costs and
attorney fees incurred during the coun proceeding and may not be awarded its own
costs or attorney fees. This subsection

(1) does not apply to costs or attorney fees incurred in an appeal of
a coun decision; and
(2) applies notwithstanding a different result required by an Alaska

Rule of Civil Procedure relating to an offer of judgment.”

Reletter the following subsection accordingly.

Page 17, after line 12:
Insen a new bill section to read:

"* Sec. 22. AS 09.55.535(f), as enacted in sec. 4 of this Act, has the effect of amending
Alaska Rules of Civil Procedure 68, 79, and 82 by providing that a party that rejects an
arbitration decision and receives a judgment that is not more favorable than the decision
obtained in arbitration is required to pay the opposing pany’s actual costs and attorney fees
incurred in the court proceeding, and by providing that the provisions of AS 09.55.535(f)

apply notwithstanding a different result required under an Alaska Rule of Civil Procedure
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relating to an offer of judgment.”

Renumber die following bill sections accordingly.

Page 17, line 15:
Delete "Section 19 of this Act takes effect July 1, 1994 only if that section receives”
Insert "AS 09.55.535(f), enacted in sec. 4 of this Act, and sec. 19 of this Act take

effect only if secs. 19 and 22 of this Act receive"”

Page 17, line 16:
Delete "Sections 1-18, 20, and 21 of this Act take"

Insert "This Act takes"
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GOVERNOR?'S
ALASKA HEALTH COMMISSION
LEGISLATION

PURPOSE

To provide a mechanism cir ochi on AIaska’F heehlth Cﬁres stem an(ii n%eds; to
romote access aa%ffia e hea tﬂ are: o analyze health car gro osals tha
Ed ress t erc]ee s.0f Alaskans; and to make heafth care recommendations o the

overnor and Cegislature.

STRATEGY

Estelblish a commission to analyze state and Eederﬁl health care s stem?;
em?ntc anges 1o the present system; and make recommendations for long-

lm
erm retorm.

, . ssion vl cod of th
i i T AT AL O s
and con% me O}/]te eqislature.  Stagoeted, %JXRIGI’
erms. Sunset on the cormmission for continuatior arter

IVe years, Governor appoints chair. Members can
removed for cause,

*  Time frames:. Le\%{;I |ation fgecifiels( dea%]ines bly which
gwe comm|53|é> ico g e tasks and report to the
overnor and the Legislature.

|
* ¢ Cost: for the fi IS $886,800
. _Commission’s bu%q%x or the wsﬁxglar is $

rom Insurance gremlu F@Cel ts. Includes sta
appropriate Tor commission's functions.

COMMISSION RESPONSIBILITIES
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,m lement non-lfindin%arbitration as an alternative to
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ISputes between InSlrance companieS and beneficiaries.

Upon review and reﬁon\mendation kéythe Division of Insurance,
approve changes to health insurance premiums.

~ Conduct public me?Iin s regarding health care issues
and commission activitres.

Conduct health care system analysis:
* Analyze Alaska health care data.
* Define potential benefit package for universal coverage.
* Determine cost of comprehensive reform proposals.

o Pn\é%ﬁtclﬂa%grm?a%?ﬁ tg)/f standard practices to reduce

* Devise administrative structure to implement reforms,

Develop policy recommendations'.
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WALTER J. HICKEL, GOVERNOR

DEPARTMENT OF ADMINISTRATION P.O. BOX 110200
JUNEAU, ALASKA 99811-0200
PHONE: (907)465-2200
OFFICE OF THE COMMISSIONER FAX:  (907)465-2496

1 % &
March 8, 1994

The Honorable Steve Rieger
Chair.. Senate HESS

State Capitol

Juneau, Alaska 99801-1182

Dear Senator Rieger:

You have asked for the rationale used to develop the fiscal note on
SB 270, particularly with regard to data collection and analysis.

Senate Bill 270 directs the Director of the Division of Insurance to
adopt a uniform claim form to be used to bill and pay for health care
services provided in Alaska (Sec. 44.19.628). Additionally, the Alaska
Health Commission is to collect and analyze data and information
relating to health care delivery in Alaska (Sec. 44.19.631). The bill
provides for the Commission to adopt regulations which define the
specific health data that is to be collected (Sec. 44.19.631).
Consequently, SB 2,70 anticipates that the collection of health data will
be enhanced by uniform data from the universal claim form and
additional health data as defined by the Commission.

Senate Bill 270 assumes that the Commission will establish a process
for identifying essential health data and coordinate its collection and
analysis using existing state resources. It is anticipated that under its
regulatory authority, the Commission will require the aggregate
reporting of data from health care providers, among others, gleaned
from the information contained on the universal claim form. This
differs considerably from the collection of data from individuals. We
anticipate analysis will continue to be done by existing resources
within the Department of Health and Social Services. Commerce and
Administration, but with this expanded and more systematically
collected data. This will improve the collection and analysis of data but
it will not in itself establish a comprehensive health data collection
and analysis system. We assume that data collection will be an integral
part of particular health care reform strategies. Consequently, as the
Commission costs out the implementation of specific health care
reform options, these data collection costs will be included in that
analysis as well as considered in the financing plan for that strategy.



Senator Steve Rieger -2- March 8. 1994

In summary, the SB 270 fiscal note includes costs which will improve
the identification, collection and analysis of health care data. It sets in
motion systems which can be expanded. It reflects a more cost
effective, albeit less comprehensive approach to data collection. This
iIs in recognition of current revenue shortfalls. We have not included
the cost of comprehensive health care data systems needed to support
comprehensive reform implementation.

If you have other questions, please do not hesitate to contact me.

NBU/jmn

cc: Raga Elim
Legislative Liaison
Office of the Governor

M argaret Lowe
Commissioner
Department of Health & Social Services

Paul Fuhs
Commissioner
Department of Commerce
& Economical Development

Jay Livey
Deputy Commissioner
Department of Health & Social Services
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ANALYSIS: Alaska Health Commission

Page

PERSONAL SERVICES 580.2
Fiscal note assumes Commissioners appointments on 7/1/94
and provides for Il months of staff within first year.
Subsequent years include merit increases for staff.

3 Commissioners Rg. 2SC 290 . 7

1 sSpecial Assistant Rg. 23A 70 .9

3 Research Analysts Rc. 18A 155 .9

T Secretary | Rg. 10A/3 32.9

1 cClerk Typist 111 Rg. 08A/3 29 .9
TRAVEL 17.0
Travel costs and oer diem associated with Commission
activities -- research, investigation, public hearings
CCONTRACTUAL, 225.3

Professional Services:

technical/legal assistance

Communication:

Telephone (toil costs, base/local
fixed costs, fax postage) 900/mo x
Advertising, Printing:
Public hearing advertising, report
orinting
Transportation:
Freight and express charges 75/mo x
Minor Repair, Maintenance:

Equipment rental.

Photocopier 600/mo x 12

Rental for space:

1433 so. ft. x $3.00/ft x 12 mos.

contracts

150.0

12 10.8

12 .9

51.5
225 .

w



ANALYSIS: .Alaska Health Commission

SUPPLIES

Data orocessinc and office suoolies

EQUIPMENT
Communication:
Phone system
Fax Machine
M ailing equipment

Data Processing Equipment:

PCs. system printer, software
for 9 work stations

Furniture/O ffice equipment:

9 offices/work stations
file cabinets, bookcases
and miscellaneous o ffice
ecruioment

w N
OOOO

26 .0

—£ m3
54 .3

Pace

8.0

54.3
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FISCAL NOTE No. 7~

STATE OF ALASKA Bill Version; s& £-7TD
1994 LEGISLATIVE SESSION (S) PUb|iSh Date' A

Revision D ate: . Depanment Affected: Commerce and Economic Development

Title:  Creating the Alaska Health Commission BRU: Insurance
Component:  Operations

Sponsor
Requestor: ; COMPONENT SERIAL NO. 354

Expenditures/Revenues:

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 915 91.5 91.5 91.5 91.5 91.5
TRAVEL 16 16 16 16 16 16
CONTRACTUAL 200 200 20.0 200 20 200
SUPPLIES 20 20 20 20 20 20
EQUIPMENT 24.2 - « - --
LAND & STRUCTURES 1

GRANTS, CLAIMS
MISCELLANEOUS 1

TOTAL OPERATING = 139.3 115.1 115.1 115.1 1131 ii5 i

[

CAPITAL EXPENDITURES !

CHANGE IN REVENUES | )\

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 139.3 115.1 115.1 115.1 1151 115.1
1006 GF/MHTIA

Other

TOTAL 139.3 115.1 115.1 115.1 115.1 115.1
Estimate ol current year (FY 94) cost: $ O

POSITIONS

FULL-TIMF 20 20 20 10 20 j 20
PART-TIME 1 1
TEMPORARY 1 1

ANALYSIS: (Attach a separate page if necessary.)

Assumptions:

1. Staff will be located in Anchorage.

2. Office soace will be S1.50 per sq. ft. and 175 sa. ft. per position.
3. There wiil be two trips costing $800 each.

4. The furniture and equipment is a one-time cost.

Prepared by: Joan Brown. Administrative Officer 22 Phone: 465-2597
Division:  Insurance ¢ .om] Dale. 1/26/94

Approved by Commissioner Paul Fuhs e n
Agency: Commerce and Economic Development / Dale: ! - \%

PREPARER TO PROVIDE ALL DISTRIBUTION COPES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office
Rev 11/93 Page _JL_of _1
JBVH263hM269«



FISCAL NOTE

STATE OF ALASKA BILL NO.
1994 LEGISLATIVE SESSION

ANALYSIS: (continued)

ALASKA HEALTH COMMISSION (CONTINUED)

Personal Services

Insurance Analyst HI (Rates) 18A @ 12 months $58,168.15
Clerk Typist HI 8A/B @ 12 months 33.333.67
$91,501.82
Trave
2 in-state trips @ $800.00 1,600.00
Contractua
a. Office space rental for staff - $6,400.00
12 months x $1.50 per sqg. ft. x 175 sq. ft.
@ position - $3.2 per position
b. Miscellaneous contractual costs $13,600.00
$6.8 per position
Total Contractual 20,000.00
Supplies
2,000.00

$1.0 per position

Equipment

$12.1 per position for office furniture and computer
equipment 24.200.00

TOTAL $139,301.82



Position Title No. of Positions Hinge / Step

Insurance Analyst llI 1 Ifl/A
Time Status Staff Months Location Election District
IFf ©» Anchorage
TYPE or EXrENDriUUE AMOUNT justification
Derefits An insurance analyst for heallh insurance rate review and an insurance
Premium Pay analyst for health insurance form review will be needed in order to make
Other recommendations to the Alaska Heallh Commission.
Total Personal Services
Travel Travel
Contractial 2 trips @ $000
Commodities
Equipment Contractual
\ Other
Total Cost Office space expense
FUNDING SOURCE FCR TOTAL COST Miscellaneous
Federal Receipts 10(MK
GF. MHtch .
Gereral Fund Supplies
aﬁmﬁ Equipment
Other I0BGHI'R Workstation, computer, and misc.

office equipment 121K

AGENCY  Commerce and Economic Development
[PILD  Insurance

COMPONENT  Operations #354

R equest For

-

~ Ao rT rr~ |

N ew Position _
K Revised Date: 1



Position Title Nb. of Positions Range / Step
Clcrk-Typisl 1m I 8AD

Time Status Staff Months Location Election District
PFT »r Anchorage )
ITPF OF EXPENDITURE AMOUNT Justification
Sdlary
Berefits Additional de'ical staff will be needed to support the insurance analysts
Premium Pay responsible for the review of health insurance rates and forms.
Oilier
Total Personal Carvices Contractual
Travel .
Office space expense
Contractgafl Miscellzfneous i
Commodities 10,000
Equipment
Other Supplies
Total Cost
FUNDING SOURCE FOR TOTAL COST Equipment
Federal Receipts
GE Mitch Workstation, computers, and misc.
Gereral Fund office equipment 12,NX)
I-A Receipts
CIP Receipts
Other 1006 GF/PR
014.bro

AGENCY  Cotiunerce and Economic Develop rent

BRU Insurance

COM“ONEMI-  Operations #354
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Patients
Arbitrate Rather Than Litigate

W liai Happens

By. EDWAM.FELSENTHALeNx-;y -

Staff Ecporrerjj/ TKE\VAIIl Stiucjct Journal”

*Robin- I>?reyrdidn’t even know'what:.
arbitration was when

herright toajury trial
Kaiser Permanente
organization.

; But like more than five million others
who belong to the country's biggest HMO,
Ms. Lorey had no choice. Kaiser requires ..
ail of its members in Califomia,.Co]orado,
Hawaii and Massachusetts, to. agree-to.
arbitrate medical malpractice claims and
other disputes, rather-tham take;them tqg.4;

Medical Malpractice

«So when;.MSi£f,Lorey:~claimed\that a*
spinal procedure done during the'deliv-"*’

ery of her third child in 1991 caused back
problems, she had to take her case against
Kaiser not to a judge and jury, but to three
private arbitrators seated in a small con-
ference room. And when the arbitrators
last montlTruled against Ms. Lorey," a
33-year-old nurse from Sun City, Calif., she
had no right to appeal.

As CongTess considers a variety of
medical malpractice reforms, Kaiser's
track record-and the experience of people
such as Ms. Lorey - are certain to come
under scrutiny. That record suggests that,
like almostevery other issue in the health-
care debate, arbitration involves some
difficult trade-offs. Kaiser has asked pa-
tients to forfeit some of their rights. But
in so doing, it has managed both to cut its
legal costs and to compensate a significant
percentage of injured people.. -

More tnan a dozen states already have
passed laws making it easier for health
plans to use arbitration - a method that is
common in a variety of securities, con-
struction and contract disputes. Conse-
quently, a growing number of hospitals
and HMOs are allowing their patients to
choose arbitration, though very few re-
quire them-to do so. The Clinton health,

plan proposes more use of mediation and ' "
arbitratidrr'ln meditarrialp:acticevsuits.fy ERilid+sZ U
but would guarantee court appeals of the:"

results. So far. only a proposal by Sen..Pete

N

48%"$  67%". i
J.,If
Sources: Umitsl —Alltnnlhuio
Litio$tiorifV.&fCeneral Accounting Office

interview mitfi melpractice lawyers . ,

usually in more modest amounts. The
HMO estimates that plaintiffs win about
about half its arbitrations, compared with
about a third of all malpractice cases in
the court system. And with arbitration,
"you don't have S100 million verdicts on a
bad-baby case," says Ms. O'Hanlon. Kai-
ser declined, however, to provide data on
the size of the average arbitration award.
"It's typically faster [than a triall
because it's less formalized," says Paul
VVeiler, a Harvard Law School malpractice
specialist. "There is an expert who’s mak-
ing the decision, which will give you more
predictable and more rational results."
But many patients, such as Ms. Lorey,
haven't read all the fine print in their
empioyer-provided health plans, including
the provision about arbitration. Ms. Lorey
says she didn't learn about the arbitration,
agreement until the day she was admitted
.to. the hospital for .the; delivery of her
-X-S. ? -cat. .
7 Ms7Lorey's case was heard in a confer-
ence room near San Diego, where the

Domenici (R., N.M.) would.mandate that'-».P*fiint'*.satsurrounc®"Pylaw yersar.i

most Americans submit to the kind of
binding arbitration that Kaiser requires.

arbitrators in the case. "It’s such a closed
setting,” Ms. Lorey says. "l felt pretty

T"* The* Kaiser "approach Certainly* de** ganged-uponyprettyintimidatetUa sa*

eserves praise'for speedy resolutions: The, m

.cases, tilt.-HMO arbitrates are typically

- resolves’ii about 19- months, compared”

with an average of 33-monthsJor malprac-

Kaiser dropped its arbitration requi”e-
™ent in 1991 in Oregon and Washington,
Part|y because.it was under pressure-from
companies there that thought their, em-

, tice lawsidtshandled by the court system” *e ployecs-mightobjecrto the provision-* j£* i

according to a 1992 U.S. General Account- ” N in seneral Kaiser deiends the arbi-

ing* Officer report based on-information— tratioir: process;-'saying--onerbenefit fis.:

* provided™* by>Kalseh7Aibfo'tibn:v'. reduces  its' lacler  formeliQi.- It «is- “difficult

of-"cars'overali;’7saysr.IVisha 0’H anlonr"a COUrlnXim with a box full of people that ;

senior counsel /or Kalsetfs Southern Cali-j"y00
fomla.region.' o' ” ’

e Kaiser also credits arbitration with m Kaiser lawyer. She also says Kaiserus
compensating a larger percentage of in- . trying to "make patients more aware" of

e gl HeRts tha”zéﬁ‘é?ﬁ.?iuf’i'—}%‘ﬁ?'ieﬁ -l orae B folap - 5

andiajudge sitting up iita

throne-like seat," sa's Ms. O’Hanlon, the-..



K aiser Requires S

T o A rbitrate M ed

.. Continued From Page Bl ... .

the .arbitration requirement in publica-
tions sent to members.
‘ Ina Kaiser hearing, the patient and the
1HMO each select one arbitrator-typically
a lawyerora retired judge - and a third is
chosen with the consent of both sides to
serve as a neutral tie-breaker. Each party
has Its own legal representation and pays
its own arbitrator an hourly fee. The two
.sides split the neutral arbitrator's bill, '
which can run as high as S350 an hour.
'Evidence, such as that provided by medical’
experts, is presented much the way it
.would beinacourtroom.> . " ,
The need for a neutral arbitrator in
every case has raised another practical
problem for Kaiser: finding enough of
them who don’t have conflicts of interest.
That was the issue highlighted in the case
, of the late Freya Neanian, whose family
sued Kaiser for allegedly failing to
.promptly diagnose her lung cancer.
Ms. Neaman's family lost the arbitra-
tion. But last year they got the California
.Supreme Court to throw out the ruling
because the neutral arbitrator, a retired
judge, hadn't disclosed that he had served
as Kaiser's own arbitrator in five previous
cases. (The ban on appealing arbitrations
generally can be lifted if there is evidence
of bias or fraud.) The judge's "relationship
with Kaiser was a substantial business
,relationship and should have been fully
. disclosed,” the court said.
Kaiser says it is making more efforts to

om e

ical M alpractice
ensure that neutral arbitrators are truly
unbiased. But with a limited pool of
experienced arbitrators, some lawyers be-
lieve it will be increasingly difficult to find
people without ties to Kaiser.
«“It’s bad enough, that.l lost
mother,” says Blythe Leidennan, Ms.
. Neaman’s daughter, who is now trying to
get a court hearing for the case. "Then to
find out that the person who was supposed
to be objective and.neutral really wasn't.
That really hurts.™'

' Union Texas Petroleum Accord

"HOUSTON - Union Texas Petroleum
Holdings Inc. said a unit signed an agree-
ment to explore for oil and gas in Alaska,

The oil and natural gas company said
its Union Texas Petroleum Alaska Corp.
and Cook Inlet Region Inc., an Alaska
native regional company, agreed to pursue
a three-year exploration program on more
than 310,000 acres on the Kenai peninsula
in south central Alaska about 50 miles
southwest of Anchorage.

The unit, which will have a 100% work-
ing interest, will conduct the exploration
program. It also will have the option of
acquiring oil and gas leases on the
acreage, and Cook Inlet Region will have
the option of participating in drilling pro-
grams.

A spokesman said Union Texas Petro-
leum would collect and study data on the
acreage In 1994 and 1995, and drilling
might begin in 1995 or 1996.

P atients .

my’J
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March 8, 1994

Senator Steve Rieger
Senate HESS Committee
Room 516-C

Capitol Building

Juneau, Alaska 99801-1182

Dear Senator Rieger:

On behalf of the Alaska Nurses Association 1 am enclosing a copy of the organization's
testimony on HB 414 which was given last Friday, March 4th. The testimony reflects n r
concerns about HB 414 and the corresponding bill (SB270) in the Senate. | am requesting
that you place this in the Files on SB270 as evidence of our concerns about the Governors’
bill.

| appreciate your consideration of this request. If you have questions or concerns, please
feci free to contact me.



Alaska Nurses associatju

2,17 E. 3rd Avenue #3 Anchorage. AK 99501-2523
@)7) 274-0S27 FAX (907) 272-0292

March 4, 1994

Representative Cynthia Toohcy, Co-Chair
House of Representatives HESS Committee
Room 104-C

Capitol Building

Juneau, Alaska 99801-1182

Dear Representative Toohey:

On behalf of the Alaska Nurses Association (AaNA), | thank you for the opportunity to
testify today on HB 414, an act creating the Alaska Health Commission. The AaNa
commends governor Hickel in his recognition of the need for health care reform ano Ms
efforts to solve what is perhaps the largest long-term problem facing Alaskans.

The Alaska Nurses Association believes that there already has been a great deal of daa
collected and debate conducted related to the issues of universal coverage, access to :are
mix of providers, data collection, cost control and utilization, a public health improvement
plan, ton reform and health insurance reform which have occurred in officially sponsored
functions of the legislature. Although there may be some disagreement about some of the
data that has been collected, there is more than ample information with which to move
forward with a specific plan for health care reform.

The Alaska Nurses Association strongly supports universal health care coverage /or ai.
Alaskans. We believe this is the single most important aspect of health care reform. Tr.c
Association, knowing the value of guaranteed coverage to primary care services, support:: a
single payer approach to ensuring a basic set of benefits for every citizen in this state.

We believe that HB 414 should be amended to require the Alaska Health Commission tc
develop a plan of universal coverage for all Alaskans within the same time line outlined «*
the bill for recommendations from the Commission to the Governor and Legislature. *>.
Commission should be specifically directed to present a preferred plan, and alternatives ii i:
deems advisable which guarantees universal health care under a single payer system, anhi
plan(s) should detail the benefits package of coverage, costs, financing mcchanism(sj, r
containment measures, and other features which the Commission believes necessary.



Representative Cynthia Toohey
March 4, 1994
Page 2

The Alaska Nurses Association is committed to the belief that a strong consumer preS«~.l<0
needs to be an inherent component of the Alaska Health Commission. We are convlinc.: ti-*
it is only by empowering more consumers that the system will become more respond &

the concerns of those directly impacted by that system. We believe there needs tO
significant consumer representation on the Commission itself and urge you to constde a
larger number of commissioners which more broadly represents the concerns of the he.',, j

care consumer.

As an organization that has long advocated the principles of disease prevention and hea*tn
promotion we are disturbed that there is not a plan to provide for a strong public healh
structure within HBA414: we. strongly recommend that the aspects of HB332 which outline tV
need for a strong public health component in health care reform be incorporated into

414. Further, we believe that health promotion and disease prevention strategies must bo
recognized as appropriate strategies to address the goals of cost containment and improved
health outcomes.

We strongly support Section 7 "Review and Approval of Ratos and Rating Factors”. e
believe that the health insurance industry should receive the same public scrutiny as i..a:
enjoyed by other insurance providers in the state. We believe that such public review w;*
aid in the forthcoming deliberations. We are encouraged by the health insurance indusay
endorsement of the Governor’s proposed legislation, including this particular aspect.

Overall, the Alaska Nurses Association is pleased that the Governor and legislature is
addressing the issue of health care reform, However, we do not believe HB 414 in its
present form goes far enough to move us forward. We recommend that the committee wor.
to incorporate our suggestions in order to pass legislation which will be effective. Thank

youl.

vrrnrc
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March 8, 1994

Senator Steve Rieger
Senate HESS Committee
Room 516-C

Capitol Building

Juneau, Alaska 99801-1182

Dear Senator Rieger:

On behalf of the Alaska Nurses Association | am enclosing a copy of the organization’s
testimony on HB 414 which was given last Friday, March 4th. The testimony reflects our
concerns about HB 414 and the corresponding bill (SB270) in the Senate. | am requesting
that you place this in the files on SB270 as evidence of our concerns about the Governors’
bill.

| appreciate your consideration of this request. If you have questions or concerns, please
feel free to contact me.



Alaska Nurses Association

237 E. 3rd Avenue #3 Anchorage. AK 99501-2523
(907) 274-0827 FAX: (907) 272-0292

March 4, 1994

Representative Cynthia Toohey, Co-Chair
House of Representatives HESS Committee
Room 104-C

Capitol Building

Juneau, Alaska 99801-1182

Dear Representative Toohey:

On behalf of the Alaska Nurses Association (AaNA), | thank you for the opportunity to
testify today on HB 414, an act creating the Alaska Health Commission. The AaNa
commends governor Hickel in his recognition of the need for health care reform and his
efforts to solve what is perhaps the largest long-term problem facing Alaskans.

The Alaska Nurses Association believes that there already has been a great deal of data
collected and debate conducted related to the issues of universal coverage, access to care and
mix of providers, data collection, cost control and utilization, a public health improvement
plan, tort reform and health insurance reform which have occurred in officially sponsored
functions of the legislature. Although there may be some disagreement about some of the
data that has been collected, there is more than ample information with which to move
forward with a specific plan for health care reform.

The Alaska Nurses Association strongly supports universal health care coverage for all
Alaskans. We believe this is the single most important aspect of health care reform. The
Association, knowing the value of guaranteed coverage to primary care services, supports a
single payer approach to ensuring a basic set of benefits for every citizen in this state.

We believe that HB 414 should be amended to require the Alaska Health Commission fo
develop a plan of universal coverage for all Alaskans within the same time line outlined in
the bill for recommendations from the Commission to the Governor and Legislature. The
Commission should be specifically directed to present a preferred plan, and alternatives if it
deems advisable, which guarantees universal health care under a single payer system. This
plan(s) should detail the benefits package of coverage, costs, financing mechanisin(s), cost
containment measures, and other features which the Commission believes necessary.



Representative Cynthia Toohey
March 4, 1994
Page 2

The Alaska Nurses Association is committed to the belief that a strong consumer presence
needs to be an inherent component of the Alaska Health Commission. We are convinced that
it is only by empowering more consumers that the system will become more responsive to
the concerns of those directly impacted by that system. We believe there needs to be
significant consumer representation on the Commission itself and urge you to consider a
larger number of commissioners which more broadly represents the concerns of the health
care consumer.

As an organization that has long advocated the principles of disease prevention and health
promotion we are disturbed that there is not a plan to provide for a strong public health
structure within HB414. We strongly recommend that the aspects of HB332 which outline the
need for a strong public health component in health care reform be incorporated into HB
414. Further, we believe that health promotion and disease prevention strategies must be
recognized as appropriate strategies to address the goals of cost containment and improved
health outcomes.

We strongly support Section 7 "Review and Approval of Rates and Rating Factors”. We
believe that the health insurance industry should receive the same public scrutiny as that
enjoyed by other insurance providers in the state. We believe that such public review will
aid in the forthcoming deliberations. We are encouraged by the health insurance industry's
endorsement of the Governor’s proposed legislation, including this particular aspect.

Overall, the Alaska Nurses Association is pleased that the Governor and legislature is
addressing the issue of health care reform. However, we do not believe HB 414 in its
present form goes far enough to move us forward. We recommend that the committee work
to incorporate our suggestions in order to pass legislation which will be effective. Thank

you.

Sincerely yours.
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MARCH 11,1994

SUBJECT: TESTIMONY BEFORE THE HOUSE & SENATE HESS COMMITTEES
RE HB 414/SB270, COMPREtTIMCT ,T7 «n?jvT.rru nurtv vvvnvM

FROM AARP STATE LEGISLATIVE

AARP,ALASKA CHAPTER, OPPOSES HB 414/SB 270 AS PRESENTLY
WRITTEN. THE MAJOR OBJECTION TO HB 414/SB 270 IS THAT THE
PROPOSED BILL DOES NOT GO FAR ENOUGH TO RESOLVE THE
TREMENDOUS HEALTH CARE PROBLEMS FACING ALASKA.

AARP 1S A NATIONAL ADVOCATE OF HEALTH CARE REFORM AND HAS
SPENT THE LAST FIVE YEARS AGGRESSIVELY PROMOTING NATIONAL
HEALTH CARE REFORM. JUST OVER A WEEK AGO THE
NATIONAL BOARD OF DIRECTORS OF AARP REFUSED TO ENDORSE
PRES. CLINTON'S HEALTH PLAN BECAUSE THE CLINTON PLAN AS
PRESENTED OMITTED CERTAIN CONCEPTS THAT AARP IS COMMITTED

TO AND HAS IDENTIFIED FROM MANY YEARS OF RESEARCH AND WORK.
AARP  ALASKA COULD SUPPORT HB 414/SB 270 WITH MAJOR
AMENDMENTS AMENDMENTS THAT WOULD HAVE HB 414/SB 270 CONFORM
TO PRINCIPLES THAT WOULD CONTRIBUTE TO REAL HEALTH CARE REFORM.

AARP'S NATIONAL SLOGAN— "HEALTH CARE REFORM—LETS GET IT
RIGHT", EXPLAINS THE ORGANIZATIONS' POSITION THAT TO DO
OTHERWISE WOULD COMMIT THE NATIONS RESOURCES TO A PROGRAM
THAT WILL NOT MEET NATIONAL NEEDS NOW OR IN THE FUTURE.

THE BI-PARTISAN ALASKA LEGISLATIVE TASK FORCE IN THEIR FINAL
REPORT TO THE GOVERNOR AND LEGISLATURE (JANUARY 1993),
POINTED OUT A NUMBER OF GUIDING PRINCIPLES FOR HCR IN
ALASKA. TO QUOTE FROM THE TASK FORCE PREAMBLE: "THE VISION
OF HEALTH CARE REFORM FOR ALASKA MUST GO BEYOND THE ISSUES
OF ACCESS, FINANCING AND COST CONTAINMENT IT MUST BE A
PROGRAM BASED ON PRINCIPLES OF HEALTH PROMOTION, HEALTH
PROTECTION, AND DISEASE PREVENTION".



THIS SAME TASK FORCE REPORT POINTS TO A 1992 STUDY BY
NORTHWESTERN NATIONAL LIFE INS. CO. THAT RANKED ALASKA 46th
WORST IN GENERAL HEALTH AMONG THE 50 STATES. RANKINGS SUCH
AS NWNL ARE USED BY INSURERS TO ESTABLISH PREMIUMS THE
HEALTH STATUS OF ALASKA'S POPULATION IS AMONG THE WO'1ST IN
THE NATION AND ALASKANS PAY HIGH INSURANCE PREMIUMS BECAUSE
OF THEIR POOR HEALTH STATUS, REAL HCR WILL REDUCE HEALTH
CARE COSTS FOR EVERYONE AND INCREASE INSURANCE BENEFITS TO
CONSUMERS.

HB 414/SB 270 ESTABLISH DEADLINE OBJECTIVES FOR COMPLETION OF
STUDIES THAT HAVE ALREADY BEEN DONE. THESE STUDIES DO NOT
HAVE TO BE  REVISITED. WE NEED TO  IMPLEMENT  THE
RECOMMENDATIONS OF THE ALASKA LEGISLATIVE TASK FORCE REPORT
AND THE 1993 ALASKA HEALTH SUMMIT
AARP RECOMMENDS THE FOLLOWING AMENDMENTS TO HB 414/SB270 TO
CREATE REAL HEALTH CARE REFORM:
P

1) UNIVERSAL COVERAGE FOR ALL ALASKANS

2) AT LEAST AN ANALYSIS OF SINGLE PAYER

3) A COST CONTAINMENT SYSTEM

4) DATA COLLECTION SYSTEM EXPANDED

5) INCREASED STATUTORY PUBLIC PARTICIPATION

6) INCLUSION OF LONG TERM CARE

7) INCENTIVES THROUGH PRIMARY CARE

0) WELLNESS EMPHASIS

9) ESTABLISH A CLAIMS CLEARINGHOUSE AND

10) CREATE CONSUMER REPRESENTATION ON THE COMMISSION. WE
WOULD ADDITIONALLY RECOMMEND THE COMMISSION ELECT THEIR  OWN
CHAIR. THIS IS IMPORTANT TO THE COMMISSION'S INTEGRITY.

ALASKA HAS THE OPPORTUNITY TO "DO IT RIGHT" AND WE URGE YOUR
CONSIDERATION OF THE ABOVE AMENDMENTS.
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v ||\| A | WALTER J. HICKEL, GOVERNOR
£ y A d.rvj) 11\\: A\ /
DEPARTMENT OF ADMINISTRATION P.0. BOX 110200

juneau, Alaska 99511-0200
PHONE: (907)405-2200
OFF/CE OF THE COMMISSIONER FAX: (907) 465-2496

March 11, 1994

The Honorable Steve Rieger

Chair o
Senate HES Committee
Alaska State Legislature
Capitol Building

Juneau, AK 99801-1182

Dear Senator Rieger:

After listening to the testimony on Senate Bill 270, relating to
creation of an Alaska Health Commission, we have prepared five
amendments to the Governor®s bill for your consideration.

I believe the amendments address the concerns which have been
expressed with respect to consideration of public health 1issues,
single payer strategies, children®s pools, disclosure of provider
charges, and pursuit of federal waivers needed to maximize the
collection and analysis of data.

Thank you for your consideration of these amendments to SB 270.

Sincerely,

Nancy Bear Usera
Commissioner

NBU/nI
cc: Raga Elim
Legislative Liaison

SB 270



To: HB 414/SB 270 "An Act Creating the Alaska Health
Commission;....; and providing for an effective date."

Page 1, line 8, after "health care” add and maintenance...QJLJihe
public's health [IS] are vital to the publicls interest.

Page 1, line 11, after "insurance" delete [, AND].

Page 1, line 12, after "malpractice” add and the lack of
coordination of population based public health services.

Page 2, line 14, after "relating to" add the individual and public
health care needs.

Page 5, after line 6, add a new section (6) as follows:

(6) Establish a Public Health Advisory Committee wnich
(A) consists of at least one member of the commission
and other individuals with significant public health
expertise appointed bv the commission; and
(B) Advises the commission on oublic health matters and
hiheléntGeﬁration of public health services under..AS



AMENDMENT

TO: HB 414/SB 270 "An Act Creating the Alaska Health
Commission;....; and providing for an effective date."

Page 2, line 23, after "proposals;" add ". including a proposal
which is based on a single payer strategy.”

Page 8, after line 9, add a new section (9) as follows:

(9) "single paver strategy" means a method of financing
health services so that every resident would receive at
a minimum a uniform set _of..benefits and pavment-fpr
services would be made primarily through a single
entity”



AVENDVENT

TO: HB 414/SB 270 "An Act Creating the Alaska Health
Commission;....; and rcoviding for an effective date."

Page 5, after line 0, add a new section (6) as follows:

(6) Pursue necessary federal waivers from applicable federal
law or other federal health care pavers to the extent
necessary to maximize the collection and analysis of
health care data.



TO:

Page

Page

Page

311194

AMENDMENT
FOR CHARGE DISCLOSURE BY HEALTH PROVIDER
OFFERED IN THE HOUSE/SENATE

HB 414

SB 270

2, line 18:

Following "health":

Delete "insurance"

Insert "care™

2, line 109:
Following ™"insurers™:

Insert "and disclosure of charges by health providers™

7, following line 22:
Insert a new section to read:

"Sec. 44.19.635. DISCLOSURE OF PROVIDER H W ’ES; FINE
FOR NONDISCLOSURE. (a) At least annually, a pLovider shall
compile a list of charges for the 20 health care services most
commonly provided by that provider. Charges for hospital
services may be prepared on the basis of diagnosis related
groups. Upon request of a person who is considering obtaining
services from a provider, that provider shall provide the list
of charges to the person for use in comparing charges among

providers.



(b)  Upon the request of a patient and before the
commencement of a medical procedure/ the provider shall
disclose to that patient the estimated charge for that
procedure. The estimated charge must be made in good faith
and must be based on the provider's history of charges foi’
that procedure. Nothing in this subsection requires a
provider to make a charge estimate if the provider does not
agree to perform the procedure.

(c) A provider shall place the following statement
either on a form to be signed by the patient or in a
conspicuous location on an easily readable sign: "You are
entitled to a charge estimate for a medical procedure before
the procedure is performed by your health provider.'

(d) If the commission/ after investigation of a
complaint by a patient, determines that a provider has not
complied with (a) of this section, has not provided a charge
estimate as required by (b) of this section, or has failed to
comply with (c) of this section, the commission may assess, a
fine of up to $500 against t.he provider. The commission may
assess only one fine under this section agai. a provider in
a calendar year. A provider's violation of this section does
not preclude the provider from collecting payment for services
provided.

() Aprovider aggrieved by a decision of the commission
under this section may appeal the decision to the superior

court under procedures provided by court rule.”



AMENDMENT
OFFERED TN THE HOJSE/SENATE
TO: HB 414/SB 270
Page 2, line 20:
Following tho':
Insert ",including pools For
children,"
Page 13, line 5:
Following ""pools':
Insert ", including pools for
children,”
Page 14, line 6
i Following 'pools™:
insert ", including pools for
children,”
Page 15, line 12:
Following "pools™:
insert ", including pools for

children,™

the

the

the

the

primary

primary

primary

primary

173-94-0024

8-GH2024 A
4/24/94

benefit of

benefit of

of

benefit

benefit of






STATE OF ALASKA

1994 LEGISLATIVE SESSION

Revision Dale: 3/22/94

Title: Comprehensive Health Insurance Ad

Spouse Senate HESS

Request*...

Expenditures/Revenues:

1 OPERATWG EXPENDITURES
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

Estimate of current year (FY 94) cost:

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attuch a separate page Hnecessary.)

See attached.

Prepared by: David J. Walsh
Division: Insurance

Approved by Commissioner. Paul Fuhs

FY 95

$

199.8
3.6
42.4
4.0
46.4

298.2

298.2

298.2

4.0

Agency: Commerce and Economic Development

FISCAL NOTE

FY 36
199.8
3.6
42.4
4.0
4.0

253.8

253.8

253.8

4.0

Department Affected:
BRU: Insurance
Component: Operations

BILL NO. SB 284

Commerce and Economic Development

COMPONENT SERIAL NO. 0354

FY 07
199.8
3.6
42.4
4.0
4.0

253.8

253.8

253.R

4.0

Phone:
Date:

Date:

FY 98 FY 99 FYO0O

199.8
3.6
142.4
4.0
4.0

353.8

353.8

353.8

4.0

465-2515

PF.EPARER TO PROVIDE ALL DISTRIBUTION COPES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution Information cal the Governor's Legislative Office

Rev 11/93
jivdstairh®)-;

a da
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DIV FN.XLS

SB 284 Division of Insurance Fiscal Note for the Alaska

Health Insurance Corporation
i

FY95

Rate Approval
Insurance Analyst Ill R-18@ $58.2 58.2
2 Consumer Complaint Specialists R-14 @ $45.2 90.4
Travel: Instate 3.6
Contractual: 3 position X $10.6 31.8
Office space per position-
12 mths/$1.80/sq ft/175 sq ft = $3.8
Miscellaneous contractual- $6.8
Contract w/consulting actuary 0.0
Supplies: $1.0/position 3.0
Equipment: $12.1/position 1styr, $1.0 after 36.3
Support for Division Liaison
Administrative /..st Ill, R-16 @51.2 51.2
Contractual: 2 position X $10.6 10.6
Office space per position-
12 mths/$1.80/sq ft/175 sq ft = $3.8
Miscellaneous contractual- $6.8
Supplies: $1.0/position 1.0
Equipment: $12.1/position 121

Total Costs: 298.2

6:57 PM3/22/94

FY96

58.2
90.4

3.6

31.8

0.0

3.0

36.3

51.2

10.6

1.0

1.0

287.1

FY97

58.2
90.4

3.6

31.8

0.0

3.0

36.3

51.2

10.6

1.0

1.0

287.1

FY98

58.2
90.4

3.6

31.8

100

3.0

36.3

51.2

10.6

1.0

1.0

387.1

Paae 2 of



BILL NO. SB 284

Department Affected: Commerce and Economic Development
BRU: Alaska Health Insurance Corporation

Component:

COMPONENT SERIAL NO.

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 2,654.5 3,641.7 5,502.7 18,581.7
TRAVEL 579.6 372.4 398.8 431.8
CONTRACTUAL 1,396.5 1,308.2 1,755.3 4,985.4
SUPPLIES 75.0 95.0 128.0 437.0
EQUIPMENT 886.3 338.5 562.1 4,400.1

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 6,091.9 5,755.8 8,346.9 28,836.0
CAPITAL EXPENDITURES 12,000.0 2,500.0 2,500.0 2,675.9
CHANGE IN REVENUES () L: as

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF 18,091.9 8,255.8 10,846.9 31,511.9
1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 18,091.9 8,255.8 10,846.9 31,511.9
Estimate of current year (FY 94) cost: $

POSITIONS

FULL-TIME 55.0 75.0 108.0 499.0
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)
Please see attached.

Prepared by: David J. Walsh Phone: 465-2515
Division: Insurance Date: 3/22/94

Approved by Commlss™nen Paul Fuh*
Agency: Commerce and Economic Development Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’'S LEGISLATIVE OFFICE
For further distribution Information call Ihe Governor’'s Legislative Office

Rev 11/93 Page 1 of

IB/gWIn)b-2 B a n



HEALTH1A.XLS

SB 284 Fiscal Note for the Alaska Health Insurance Corporation

Board of Directors: (See Attached Charts)
7 members $400/day honorarium

FYQ6 44 days $123.2
FY98 35 days 98.0
Travel

Staff:

ft positions
Executive Director PX R-28
Deputy Director R-23
Administrative Officer Il R-21
Secretary R-10

Accounting Clerk Il R-10

Information Officer R-17

Paralegal Assistant Il R-16
Accounting Tech Ill R-16 @ $51.2
Administrative Asst Il R-16 @ $51.2
Publication Specialist Il R-16 @ $51.2
Accountant IV R-20 @ $65.8

Acct Supervisor 1 R-16 @ $51.2

Acct Clerk Il R-10 @ 36.9
Personnel Officer IR-18 @ $58.2
Supply Officer I R-16 @ $51.2
Mail Clerk Carrier I R-9 @ $35.1
Travel
Contractual costs per person
12 mths/$1.80/sq ft/175 sq

Miscellaneous contractual- $6.8

Contract w/Dept. of Law for legal support
services (1 AAG & 1 secretary)

Supplies: 1.0/position

Equipment: 12.1/position 1st yr, 1.0/pos. after

3/22/94, 7:14 PM Page 2 of 9
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HEALTH1A.XLS

FY 95

|
Public Involvement Process:

Advertising (2 time newspaper ads Juneau, 45.0
Anchorage, Fairbanks, & Ketchikan)
$1.0/hearing 45 hearings (FY95)
24 hearings (FY96)
36 hearings (FY97)
11 hearings (FY98)

Teleconference hearings via LIO sites 945.0
Full service set-up for 4-8 hr mtg.
$25/hr/L1O site plus toll costs.
LIC has 22 sites, $4,400 plus toll costs
of $2,600 per 8 hr conference.
$7,000/8hr 45 hearings/3 days =135 days (FY95)
24 hearings/1 day =24 days (FY96)
36 hearings/1 day =36 days (FY97)
11 hearings/1 day = 11 days (FY98)
This assumes no transcription of hearings or minutes.

Printing handouts for hearings/meetings 5.0

7000 copies of 2 back-to-back pages = $650

$650/7000 = $.093/item rounded to $.10

Assuming 50,000 copies x $.10 = $5,000 (FY95)

24/45 =53% $5,000 x 53% =$2,666 or $2.7 (FY96)

36/45 =80% $5,000 x 30% =$4,000 or $4.0 (FY97)

11/45 =24% $5,000 x 24% =$1,222 or $1.2 (FY98)
| |

3/22/94, 7:14 PM B a I l

FY 96

24.0

168.0

2.7

FY 97 FY 98
36.0 11.0
252.0 77.0
4.0 1.2
Page 3 of 9



HEALTH1A.XLS

FY 95 FY 96 FY 97 FY 98

Data Collection:

Capital Expenditure:
Computer equipment 10,000.0 2,000.0 2,000.0 2,000.0

(Estimated based on the current value of the equipment
owned by Blue Cross of WA and AK)
Software Development (contracted out)* 2,000.0 500.0 500.0 500.0
*This assumes waiver of procurement process and that
contractor is able to modify existing system to the [
corporation’s use. The Division of Insurance is not aware
of any off-the-shelf software available. Software cannot be
finalized until regulations are adoptee' which specify the

data to be collected.

Per discussions with representatives of the Department of Health and Social Services
(DHSS), the $10 million computer equipment expenditure may not be required in FY 95, but
rather the corporation may choose to contract for the use of computer resources.
i

The comprehensive computer system envisioned by this legislation has never been
established before in ar” state. Because of the time deadlines in the bill, the Corporation's
system cannot use the Medicaid Management Information System (MMIS) as the "core" as
there is not enough time to modify MMIS to meet the added requirements of this legislation.

DHSS spent $2,446.9 to develop the MMIS in FY 87. A key difference between MMIS
development and the system envisioned by the bill is that DHSS had in place a
computerized eligibility system and a known benefit package. DHSS is currently looking at
upgrading MMIS and anticipates the software cost to be $6.5 million. This system services
roughly 100,000 Alaskans, a much smaller population than this legislation would cover.

Therefore, while there is uncertainly about the cost split among computer hardware, software,

and contracts, DHSS feels that our total cost estimate is reasonable.

1 Chief R-22 @ $74.5 74.5 74.5 74.5 74.5
1 Analyst/Programmer IV R-19 @ $61.9 61.9 61.9 61.9 61.9
1 Analyst/Programmer Il R-17 @ $54.5 54.5 54.5 54.5 54.5
1 Secretary R-10 @ $36.9 36.9 36.9 36.9 36.9
Fees and Premiums Section
1 Economist Il R-20 @ $65.8 65.8 65.8 65.8 65.8
2 Research Analyst Il R-18 @ $58.2 116.4 116.4 116.4 116.4
2 Research Analyst Il R-16 @ $51.2 102.4 102.4 102.4 102.4
3 Statistical Tech 1R-12 @ $41.0 123.0 123.0 123.0 123.0
3 Statistical Tech Il R-14 @ $45.2 135.6 135.6 135.6 135.6
1 Statistical Clerk R-10 @ $36.9 36.9 36.9 36.9 36.9
3/22/94, 7:14 PM crp Page 4 of 9
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HEALTH1A.XLS

| FY 95 FY 96 FY 97 FY 98
Operational Expense Section (start in FY 1996
1 Economist Il R-20 @ $65.8 65.8 65.8 65.8
4 Statistical Tech 1 R-12 @ $41.0 164.0 164.0 164.0
3 Statistical Tech Il R-14 @ $45.2 135.6 135.6 135.6
2 Statistical Clerk R-10 @ $36.9 73.8 73.8 73.8
3 Research Analyst Il R-16 @ $51.2 153.6 153.6 153.6
3 Research Analyst Il R-18 @ $58.2 174.6 174.6 174.6
32 Total: 807.9 1,575.3 1,575.3 1,575.3
Note: (This unit is comparable to the Research and Analysis
section in the department of Labor with 38 positions)
Contractual- $10.6 per position 169.6 339.2 339.2 339.2
Office space per position-
12 mths/$1.80/sq ft/175 sq ft = $3.8
Miscellaneous contractual- $6.8
Supplies: $1.0/position 16.0 32.0 32.0 32.0
| i
Equipment: 12.1/position 1styr, 1.0/pos. a ter 193.6 209.6 32.0 32.0
3/22/94, 7:14 PM cm Page 5 of 9
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FY 95 FY 96 FY 97 FY
Claims Clearinghouse:
1 Director R-26* 0.0 0.0 90.0 90.
1 Claims Administrator R-21 * 0.0 0.0 70.5 70
1 Data Processing Manager Il R-22 * 0.0 0.0 74.5 74.
2 Analyst Programmer V R-21 @ $70.5* 0.0 0.0 141.0 141.
4 Analyst Programmer IV R-19 @ $61.9* 0.0 0.0 247.6 247.
4 Analyst Programmer IV R-19 @ $61.9 0.0 0.0 247.
4 Analyst Programmer Il R-17 @ $54.5 0.0 0.0 218.
1 Analyst Programmer Il R-15 @ $48.0 0.0 0.0 48.
1 Physician Assistant R-20* 0.0 0.0 65.8 65.
1 Investigator IV R-20 @ $65.8* 0.0 0.0 65.8 65.
4 Nurse IV R-18 @ $58.2 0.0 0.0 232.
3 Nurse Ill R-16 @ $51.2 0.0 0.0 153.
4 Investigator Il R-18 @ $58.2 0.0 0.0 232.
3 Investigator Il R-16 @ $51.2 0.0 0.0 153.
6 Eligibility & Qual Ctrl Tech I R-1 3 @ $58.2* 0.0 0.0 349.2 349.
24 Eligibility Tech IV R-16 @ $51.2 0.0 0.0 1,228.
12 Eligibility Tech IV R-16 @ $51.2* 0.0 0.0 614.4 614.
48 Eligibility Tech Il R-14 @ $45.2 0.0 0.0 2,169.
108 Eligibility Tech Il R-12 @ $41.0 0.0 0.0 4,428.
22 Data Processing Clerk Il R-10 @ $36.9 0.0 0.0 811.
3 Mail Clerk Carrier Il R-9 @ $35.1 * 0.0 0.0 105.3 105
2 Mail Clerk Carrier IR-7 @ $31.8 0.0 0.0 63
1 Secretary R-10 @ $36.9* 0.0 0.0 36.9 36.
260 | Total: 0.0 0.0 1,861.0 11,849.
* Means that this person starts in FY 97, everyone else starts in FY 98
Staffing in this unit is based on the staffing currently in Aetna's claims office
Travel: 0.0 0.0 10.0 100.
Contractual- $10.6 per position 0.0 0.0 349.8 2,756.
O ffice space per position-
12 mths/$1.80/sq ft/1 75 sq ft = $3.8
Miscellaneous contractual- $6.8
Supplies: $1.0/position 0.0 0.0 33.0 260.
|
Equipment: 12.1/position 1st yr, 1.0/pos. after 0.0 0.0 399.3 2,779.
|
Note: The utilization review unit does not include physicians or other medical specialists.
This may result in some friction with affected disciplines.
1
Note: The jill requires that the claims clearinghouse be established by 12/31/95.
We understand from the author of the bill this means that the claims clearinghouse
would be organized by that date but will not be doing any work before 7/1/97. The
cost of organizing the section would be part of the data collection set-up.
3/22/94, 7:14 PM Page 6 of 9
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