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Senator I-oren Leman 
State Capital 
Juneau, Alaska 99U01

I
Dear Senator Leman

!RE FE R E N C E : Senate Dill SB99
tiI am writing to you to cxpresj my opposition to Senate BiH 99, in its entirety. I spe* . first 

aa an Alaskan resident, second u  president o f  an engineering firm, and third a« chairman 
o f  the A ELS Board (The board has not reviewed this bill, so I dm not expressing the 
opinion o f  the board) Mv opposition to the bill is based on the following concenu:

1. SetUon 1. AS Qg,41 .221 Seals; The proposed change says that only LCgismd 
architects, engineers, cr land surveyors need to seal their plana Aa you know, sealing 
o f  plans is required so that the public knows who provided the design, so designers 
can be held responsible and accountable fo r their work. Placing a seal on plans 
therefore cause# designers to very carefully review their work to ensure they ire  
doing the best they can to provide a safe, code compliant design or report. This 
change says to me that i f  adopted, unlicensed people may prepare plans, 
specifications, reports, e tc , since they do not have to seal their work product, 
implying ako that they do not have to accept responsibility fo r their work product, 
since the designer will be unknown. There is n o  w ay that this provision w ill enhance 
public s»fety; rather it will open the doora to potentially unqualified “ designers" o r 
self proclaimed engineers to fumisn designs that may very well violate good 
engineering principles, code, o r logical construction

2. Section 3. AS 0>t,4S,331 Exemptions; Paragraph 10 o f  this smendmeni invites all 
kinds o f  unqualified people to p'actice engineering without a license so long as they 
do it fo r their company The trouble is, the resultant building, facility, o r project may 
not (and probably will not) reflect good engineering principles, code compliant j, or 
safe construction The public o r the employoej o f  the company who enter, or 
otherwise use these facilities, o r subsequent purchasers o f  these facilities, could no 
longer rely * n any asjurancc that the facility or Ha subsequent renovations have beet 
designed by competent architects or engineers Reliance on plan reviews or 
inspections by OSHA, the State Fire Marshall, o r other such regulatory agencies for 
assurance o f  proper design would be absurd because.

•  These agencies rely on the competence o f  the design teams, as evtdenced by their 
seal on the plans Their plan review is cursory, at beat, and certainly does not go 
into calculation verification!, site condition!, etc.

•  These agencies are not staffed with experts in all the disciplines needed to 
p.operly review plans potentially designed by sub*professionals

Loltor of Opposition
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•  Nobody can build quality into a design after it has been improperly prepared. 
Construction dements build on one another so improper design can build up to a disaster 
o f  a pro ject

•  Only the original doatgner has access to all the assumptions needed to prepare a proper 
design. A reviewer (such as a Fire Marshall) relics on the professional competence o f  the 
designer (as evidenced hv hi* seal) and on that designer’ s proper use o f assumptions and 
aitc conditions.

The sp^-ific exclusion o f  clociric utilities is an obvioua punitive strike at them because this group 
worked with the AELS Board to forge a reasonable set o f  guidelines whereby minimum 
roquiiemcnts were called out as to when licensed professionals are needed.

Rather than having the legislature prepare legislation such as this to respond to special interests, I 
propose that you introduce language that would allow the AELS Board to define specific 
exemptions liased on the relative risk to the public o r employees that u ic the facilities. For 
example, a majority o f  the design done by cable TV  or telecommunications utilities using voltages 
less than 120 volts should probably be exempt, provided their designs comply with accepted 
industry guidelines, applicable codes, and utility right o f  way agreements. Their b u ild in g s , 
however, should be designed by licensed professionals, including power, lighting, civil, and 
structural *ystems. The Board, composed o f profcisio als o f  several disciplines, is closer to the 
issue o f  safety and risk to the public than the legislature. For this reason, the AELS Board should 
be charged with reviewing and evaluating specific industry exemptions regarding the use o f  
licensed architects, engineers, or land surveyors based on protection o f  the pubic o r employees o f  
these firms.

I  would be pleased to testify on this important piece o f  legiaalinn at your scheduled bearing on 
March 7. While I understand that the public testimony period begins at 1:30, I w ill not be 
available until 2 00, at which time I wv. call in.

Thank you fo r considering this import-, .t concern By copy o f  this letter to interested persons, I 
urge their response to appropriate legislators, as well

Very truly yours.

trw
95-224
cc
Colin Maynard, APDC 
NCEES, Roger Stricklin 
Mike Massm, CEA 
Moc Aaiam. MLP 
Attachment: SB99

Richard S. Armstrong. P E. 
President

(F) 276-7073 
(F) 803-654-6033 
(F) 562-0027 
fF) 263-5204

Dave Hutchens, ARECA 
Dave Adams, AMC 
Judy Weske, DCED 
AELS Board Members

(F ) 561-5547 
fF ) 272-5993 
(F ) 465-2974
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SENATE LABOR & COMMERCE COMMITTEE AGENDA

TUESDAY, February 28ti?, 1995 
1:30 p.m.
Fahrenkamp Room

1. Call Meeting to Order
2. Note time/day/year
3. Note members present
4. Remind Witnesses to Sign In
5. Announce Order of Bills to Be Heard:
♦SB 9 9  An Act re lating to the practice o f  architecture, engineering, and land 

s u r v e y i n g .

Josh Fink, Legislative Aide to Tim Kelly
T E L E C O N F E R E N C E  1. Dick Armstrong, Chairman A/E Huard 

2. Mike Taurianen
3. Tom Crafford/CIRT

ft f  SECOND TO LAST J I M  R O W E
I.AST TO TKSTIFY G R A H A M  R A L S T A D /M a ta n u sk a  Tel.

♦SB 4 3  An Act re lating to membership on the Boa rd  Registration fo r  
Architects...

Senator Leman
T E L E C O N F E R E N C E

♦SB 58  Restricting die use o f  the title ’ industrial hygicnist ’ and related titles.
Senator Leman
T E L E C O N F E R E N C E  Erin Tripler 

Others to follow
♦SB 25  An Act repealing vegetable dea ler licensing and regulation.
Senator Donley
T E L E C O N F E R E N C E  Jerry Lucenberger 

Clayton Htllhouse

6. Adjournment



SENATE LABOR & COMMERCE COMMITTEE AGENDA

TUESDAY, February 28th, 1995 
1:30 p.m.
Fahrenkamp Room

1. Call Meeting to Order
2. Note time/day/year
3. Note members present
4. Remind Witnesses to Sign In
5. Announce Order of Bills to Be Heard:
♦SB 9 9  An Act re lating to the practice o f  architecture, engineering, and land 

s u r v e y i n g .

Josh Fink, Legislative Aide to Tim Kelly
T E L E C O N F E R E N C E  1. Dick Armstrong, Chairman A/E Board 

2. Mike Tauriancn
3. Tom Crafford/CIRI 
Others to follow 

S E C O N D  T O  L A S T  J I M  R O W E
I.AST TO TESTIFY G R A H A M  R A L S T A D /M a ta n u sk a  Tel.

♦SB 43  An Act re lating to membership on the Boa rd  Registration fo r  
Architects...

Senator Leman
T E L E C O N F E R E N C E

♦SB 58  Restricting the use o f  the title ’industrial hygicnist' and related titles.
Senator Leman
T E L E C O N F E R E N C E  Erin Triplcr 

Others to follow
♦SB 25  An Act repealing vegetable dea ler licensing and regulation .
Senator Donley
T E L E C O N F E R E N C E  Jerry Lucenberger 

Clayton llillhouse

6. Adjournment
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March 4, 1995

Honorable Tim Kelly 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Senator Kelly:

RE: SB99

The Alaska Telephone Association rccognircs the importance o f  SB99 to our custom ers and 
enthusiastically supports its passage.

T he  sum o f  the following list o f  specific reasons for support is that the public interest will be 
served by its cnacmcnt into law.

► Prior to 1990 utility engineers were exempted from the licensure requirements o f  the 
Alaska Board of Architects, Engineers and Land Surveyors by AS 0 8 .4 8 .331(D )(I2).

► I lost o f  the local cxd iangc  carriers in Alaska, certificated and deemed "fit and able" 
by the A PU C, do  not have a professional engineer on staff.

► Alaskan local exchange carriers maintain accepted industry guidelines and standards 
as endorsed by the National Electrical Safety Code, Bell Operating Com pany 
standards, and those that arc REA (RUS) borrowers must follow REA (RUS) 
guidelines.

► There are very few licensed professional engineers in Alaska considered expert in 
telephone construction.

Local exchange companies are unaware o f  any complaints referred to the A PU C  
regarding unsafe or substandard '.'uiasiructurc construction by local telephone 
companies.

Without this exemption die citircns o f  Alaska will encounter delays in the provision o f  
m odem  telecommunications infrastructure and in higher costs when service is 
received.

U N I *7 I

Le tlor*  of Support



The results of a 1993 survey conducted and published by the National Council o f  
Examiners for Engineering and Surveying identified the following 26 states that 
exempt public utility engineers from registration:

Alabama Indiana South Carolina
Arizona Kentucky South Dakota
California Massachusetts Texas
Colorado Nevada Utah
Connecticut New York Vermont
Delaware North Carolina Virginia
Florida New Mexico Wisconsin
Georgia Pennsylvania
Hawaii Kliodc Island

I look forward to offering testimony on this issue before the Senate I ^ b o r  and Commerce 
Committee next Tuesday.

Very Truly Yours,

AW Tw  mA— M . im  } ,M
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February 16, 1995

Honorable Tim Kelly 
Senator
Alaaka State Legislature 
Juneau, AK 99801*1182

Dear Senator Kelly

I am writing you, to ask for your support in institutionalizing an exemption to AS 08 48.331 (D ) 
(12 ) fo r public utility engineers The loss o f this exemption is oneTous, burdensome, expensive 
and could well cause extended delays in a public utilities ability to provide service to the public

TelAlaika operates two local exchange telephone utilities and a CATV utility in a total o f  22 
communities throughout the State o f  Alaska. Fort Yukon to Unalaaka, Little Diomede Island to 
Kodiak Island, as you can see a very dispersed operation. Because o f  the short construction 
season, especially near the Arctic Circle, we are forced to run a j many as four construction 
projects simultaneously to comp’etc required work in one year Construction costs range from 
$42,000 to $100,010 per mile depending on location and the nature o f  the project. The 
requirement to have a consuming certified professional engineer (P .E .) on site at these projects 
would raiie the cost by $1,000 or more per day, per project. Generally, an additional 10% to the 
cost o f  construction The fact that these costs will ultimately be reflected in higher rates for 
public utility services, should be more than enough to show the public interest in providing the 
exemption. However, the unavailability o f  telephone or CATV experienced P.E.'s is much more 
insidious, because rt is this fact, that could well cause the public to go without service.

The fact is that there is almost nothing relating to the design or construction o f  telephone or 
CATV facilities within the examinations for a registered professional eng. eer. These industries 
use nationally approved and accepted standards NESC, NEC, RUS Engineering Standards 
(formerly REA ) and the Bell System Practices are all nationally accepted standards

As this issue has never been a public safety concern where telephone or CATV are concerned, 
there can be no rational reason in maintaining a standard which is dearly no in the public's 
interest



A i  a Lt < a  C a g l e  T e l e v i s i o n  A s s o c i a t i o n

January 28, 1995

The Honorable Tim Kelly 
Alaska State Legislature 
State Capitol. Room 101 
Juneau. AK 99X0I-IIX2

Dear Senator Kelly;

The Alaska Cable Television Association (“ACTA") endorses the Alaska Telephone 
Association's (“ATA") proposed amendment to AS OX 48.331 as submitted.

This amendment restores the exemption of telecommunications organizations from having 
registered architects, engineers and kuid surveyors on staff for work that does not involve the 
offering of serv ices to die general public Attached is a  copy of the proposed amendment for your 
review.

Cable television (“CATV") plant does not involve the use of electrical elements that 
present a hazard to the general public CATV design and construction is subject to the National 
Electric Safety Code, the National Electric Code and the Occupational Safety and Health 
Administration In addition. CATV joint use agreements with other local utilities and 
municipalities as well os the State Division of Transportation and Public Facilities call for 
engineering reviews and approvals Further, any surveying required as a condition of permitting is 
contracted out to qualified surveying companies

ACTA, and us member cable television systems believe that the present requirement is 
unnecessary and only aJJs to the cost o f a project, which is inevitably is passed on to the 
consumer

ACTA appreciates your support on tins issue, and we arc standing by in the event that you 
or y our staff need any additional information P' ’isc do not hesitate to call on us

Sincerely.

ALASKA CABLE TELEVISION ASSOCIATION

Michael W Roberge 
President

Enclosures
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January 26, 1995

The Honorable Senator Tim Kelly 
State Capitol. Room 101 
Juneau. Alaska 99801-1182

Dear Senator Kelly

Prime Cable of Alaska would like to add our endorsement for the proposed 
amendment to AS 08 48 331 (attached) submitted by the Alaska Telephone 
Association, This amendment restores the exemption of telecommunications 
organizations from having to have registered architects, engineers and land 
surveyors on staff for work that does not involve the offering of these services to 
the public.

Cable Television does not involve the use of electrical elements that present a 
hazard to the general public. All design and construction work is covered under 
and must comply with the National Electric Safety Code. National Electric Code, 
the Occupational Safety and Health Administration as well as individual 
agreements with our joint use utilities Municipal Public Works department and 
the State Division of Transportation and Public Facilities. Joint work involving 
other utilities or government road projects are submitted to their engineering 
groups for review and approval Any surveying required as a condition of a 
permit is contracted with a land surveying company. Requiring yet another level 
of official action will only result in unnecessary cost that would be passed on to 
the consumer

It is therefore our belief that this exemption is of benefit not only to the 
telecommunications industry but also the general public Thanks for your 
support of this amendment and I am available for further discussions of the 
matter with you or your staff at 786-9355

Sincerely.

.  y  •' I —

> GaryS Haynes 
V P of Operations

Attachments
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Alaska State Legislature
Senator Tim Kelly, Chair
Senator Jonn Torgerson. Vice Chair 
Senator Mike Miner 
Senator Jim Duncan 
Senator Judy Saio

SEN A TE  LABOR AND CO M M ERCE 
COM M ITTEE

STATE CAPITOL. SUITE 101 
JUNEAU. ALASKA 99001-1182 
PHONE (907) 465-3822 
FAX (907)465-3756

716 VV 4TH SUITE 400 
ANCHORAGE AK 99501-2133 
PHONE (9071258-0100 
FAX (907)258-4524

Spon so r  S ta tem en t 
SB 100

"An Act relating to unfair discrimination against a physician assistant or 
acupuncturist under a group health insurance policy."

SI3 100 was in troduced  at the request o f severa l g roup s o f  acupuncturists and 
the A laska Academy o f  Physicians Assistants. SB 100 amends AS 21 .36 .090 (d ) to 
inc lude physicians assistants and acupuncturists in the dc tin ition  o f "p rov id e r."

SB 100 w ou ld  p roh ib it a person from  practicing o r  pe rm itting  u n fa ir 
d iscrim ination  against a physician assistant o r  acupuncturist w ho p rov id es a service 
covered under a g roup  d isab ility  po licy  that extends coverage on an expense 
incu rred  basis i f  the rendered  service is w ithin the scope o f  the physic ian  assistant’s 
o r acupunctu rist’s occupationa l license. SB 100 docs not m andate  insu rance 
coverage fo r  serv ices rendered  by physic ian assistants and acupunctu rists . S im p ly  
put, ^ 0 100 w ou ld  requ ire  insurance companies w ho elect to  cove r the serv ices o f 
acupuncturists o r physic ian assistants to treat these p ractic ioners each equa lly . For 
exam p le , if an insurance po licy  covers treatment by an acupunctu rist, then the 
insurance com pany is bound to pay fo r s im ila r serv ices rendered  b y  d iffe ren t 
acupunctu rists .

SB 100 m andates pa rity  amongst acupuncturists and am ongst physic ians 
assistants. Insurance com pan ies covering  these types o f p rocedu res must treat 
physic ian assistants and acupuncturists equal am ongst them se lves fo r  services 
rendered  w ith in  the scope o f their respective occupationa l licenses.

Sp o n so r  Sla tom ent
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dL' ^hyBlciaux's Asslutnntc and Aocupuncturiata.

S'urrmn 1 AS 21-16-090 (d) I Oia sreacly In favor of

p n a s a s e  o f  t b l a  .unw icudu im t.

Sincerely,

I
M . E .  K i r k p a t r i c k  P A - C  

MEX/pl

Loltora of Support



•M11 Abbv Way 
Juneau. A K ‘>l>X()l 
I'ebruary lo.

Dear Senator lint Kelley.

I’m writing to  let you know tli.it I support the insurance coverage o f  acupuncture 
treatment Presently insurance companies discriminate against acupuncturists, the only 
state licensed health care professionals so discriminated against.

Please make sure thru the legislators and appropriate ollicials arc aware o f  my support lor 
amending A S 21.30 0<)0. Unfair Discrimination

I have found acupuncture etfective. and more thorough, in its healing results than any 
other medical treatment I have used acupuncture as a treatment mode since 1**73 
Sometimes the cost was prohibitive because insurance didn't cover it. so sometimes I 
delayed treatment*—hut still, in the end acupuncture, not allopathic medicine was what 
supported my recovery I can understand it not being covered by insurance in the l l>70's. 
but in the ‘W n. going into the next century, it has certainly been proven to be effective

When regular doctors  could do nothing for my 12 year old daughter’s headaches and her 
menstrual cramps, several treatments o f  acupuncture healed both When I w as exhausted 
by hypoglycemia, doctors  told rue I would just have to  get used to it. and that my test 
results weren't that bad anyway lliey said they could do nothing to  help me 
Acupuncture had me feeling energetic and strong within about o-X treatm ents In I'DX I 
had fibroids in one breast, v uli a lump that was quite painful in one area d ie  typical 
Western method ot treatment didn't sound good to me .Alter several months ol 
acupuncture treatments the lump was gone, the breasts were free o f  the fibroids 
Whenever i've felt the beginnings o f  a tin bitting me. I have sought acupuncture and have 
never had to sulfct the same devastating symptoms as those around me have In hcing 
treated by an acupuncturist I am treated with more care and depth than I've experienced 
elsewhere I'm never greeted with a quick prescription for antibiotics (which happens with 
Western medical doctors  even hclo ic  they have dctcimined there's an infection), or a quick 
prescription lor an .lbmg Xcupuncturc is safer in that there aren't any sctisitrv itx or 
allergic reactions, or anv oilier deleterious side effects

Please support the amendment to AS 21.36 090. Unfair 
Discrimination

I bank you. I am sincerely yours.
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August 16, 1994

H e a l /  Clinic 
248 Parks Hvy 
U s i b o l l l n p u r  Fd. 
Hoaly, A K  99743-0062

Doar Sir or M a d a m !

Th i o  lo In roeponso to your ln<julry regarding our dt 1»1 of services 
p r o v l d o d  b y  John winklmenn, P.A.

As nt a t e d  In the 1994 brochure, covsred provi d e r s  aros *A Ilcenood  
d octor o f  medicine (M.D.) or a licensed do c t o r  of ost e o p a t h y  (D.O.). 
O t h e r  c o v ered provi d e r s  who may render sorvicee w i t hout tho supervision 
of an M.D. but for w h i c h  tho Plan provides benefits includs a 
chiropractor, nurse midwife, nurse anesthetist, dentist, optometrist, 
qu a l i f i e d  clinical social worker, q u a l i f i e d  clinical psychologist, 
podiatrist, speech, physical and occupational therapist, nurse 
p r a c t l t l o n c r / c l l n l c a 1 specialist and n u r s i n g  school administered 
clinic. For purpooeo of this PEHB brochure, the term "doctor" includes 
all of these providers w h e n  the services are performed within tho scope 
of their license or certification. Wit h i n  States designated as 
m e d i c a l l y  undoraorved areas, any licensed medical p r a c t itioner Is 
covered. For 1994, tho Statea d o a lgnated as radically u n d e r s o r v e d  arc: 
Alabama, Louisiana. Mississippi New Mexico, North Dakota. South 
Carolina. South Dakota, Woat Virginia and Wyoming."

Accor d i n g  to the information submitted, John Wlnklmann hae n d o g r e o  I n  
Physic* n Assistant w h i c h  dooa not fali within tho guldollnoo of a 
covoraa provider. The oervices rendered b y  John Winklmenn vo r o  
correctly denied.

Our brochure slao atatao If the member do e s  not agrr* with this bonoflt 
determination, the m e m b e r  is entitled to a review o t the c l a i m  by tha 
Office of Foroonnol Menagament. The brochure prnvldts specific

I n s t r u c t i o n s  on c l a i m  appoal.

If you have any quootlona, please c o n t a c t  our office.



4300 0 Street Smtr 205 
Anchorage. AK 39503-2701 
907-561 0011

.N o v o m b e r  9, 1994

K a r o l y n  B o w y o r  
16 7 9  T a r o k a  D r i v e  
F a i r b a n k n , AK 9 9 7 0 9

. P l a n  S p o n s o r  
: E m p l o y e e  
V S S N  
D e p e n d e n t

U n i v e r s i t y  of Al a s k a  
R. T. B o w y c r  
5 6 1 - 7 0 - 1 0 8 8  
J e f f r e y

D e a r  K a r o l y n :

W e  a r e  w r i t i n g  in r e s p o n s e  tc your r e q u e s t  for w r i t t e n  
n o t i f i c a t i o n  of tho d e n i a l  on J e f f r e y ' s  cl a i m ,  d a t e  o f  s e r v i c e  
S e p t e m b e r  12, 1994, in the amount of $ 1 3 2  d o l l a r s .

T h e s e  e x p e n s e s  are not c o v e r e d  b e c a u s e  t h i s  p r o v i d e r ,  M. Webor,
P.A., is n o t  r e c o g n i z e d  u n der the p l a n  d e f i n i t i o n  o f  a p h y s i c i a n .

T h o  c h a r g e s  in q u e s t i o n  are being b i l l e d  d i r e c t l y  b y  H. W e b o r ,
P . A . ,  and a p h y s i c i a n  a s s i s t a n t  b i l l i n g  o n  hia o w n  b e h a l f  
is n o t  c o v o r c d .

S i n c e r e l y ,  ,

V
S a n d r a  K e n t
A n c h o r a g e  M e m b e r  S o r v i c e s  
A e t n a  Li f e  I n s u r a n c e  C o m p a n y
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xrgirdloa of your phyjkal condition. If you have received more 
train S5 JOO 0/ cavnnd medical beneGu. your fu£ maximum may 
?c featured when you rubxnit proof of good health satisfactory to 
the ntaith earner
Thb i>rovuur. wiD ncrt provide benefits for covered experts 
incurred Before the daw tho cuuuxmun i*restored.
Pro-exuding Condition* UmKaboc
he -ruw rg  coreUBons arc condition*, including preyurcy, fox 
which you received din jnoua. erata or treatment (including 
taking medwau jn j during t  *  Cure cumecuttve moniha before 
the nost recent day you became covered under du* plan.
Onh I f*  met $10*) ot covered medial erpeme* an paid be the 
Medical Ran for pre-euatmg condition*. I fowevrr. oner you 
have bren oomed for 12 eoruccuttve month*. due UmliaOcm
t> caned led.
Phyrioan 'i Sccrtoo*
The Stale * Medical Plan pay* for covered medical treatment and 
tuxgery perfonncd by a qualified phvudaa
A ppyavdan la a person hemsed to prertce medicine and uirgrry 
•dU ortecpathy and Mixjrry (D O ), or dereiarry (D .D S  or DM D I Aiao, the phystoaxi may tw a (nycholopac occupational 
iherapur. phyiical Lvrapot. a bcemed duucal acxcal worker 
(VCS.W.); audicjjgar. opacmetrjt midmfe, naturopath: 
oph.thalmoofdat: chirvprecior  podlam* (DJ*M ot a Ornetan 
56erne ?r*moarer authonxad by t l*  Mothra Church. R n t 
Ouuth o< Chill* SdentMt. Soatoo. Ma**aanj*ett» Abo included 
in the definition of phy»*oan a  a ftuxse pracrtane*. ptyrholnpcal 
aH ocm . or a practitioner with •  cjoaet 1 degree fat pryrhnlogy 
or *v-iaJ wwtk U wpcrvucd by a y\rxhaiogut. tneliCii doctor or 
I.centedeiuucai accal worker All prov-deri mu* be Hocreed by 
if*  tutc to whath they prerure and praroctng wuhin t>e atop* of 
W1.0 irmae

12

11-3D-1994 OltOgpM W7 451 2^*0
/

P.01



AETNA Health Plans 
P.O. Box 21645 
Seattle, WA 98111

J a n u a r y  11, 1995

O r t h o p a e d i c  T r i a g e  of F a i r b a n k s  
1919 L a t h r o p  St., /202 
F a i r b a n k s ,  AK 99701

re: R. B o u t a n g
S t a t e  of A l a s k a SSIt: 4 6 8 - 4 0 - 3 1 1 8

D e a r  Mr. Webor:

W o  h a v e  r e v i e w e d  y o u r  letter of N o v e m b e r  28, 1994, 
r e g a r d i n g  the t r e a t m e n t  th a t  you p e r f o r m e d  for 
R o b e r t  B outang.

B a s e d  o n  tho i n f o r m a t i o n  p r o v i d e d ,  w e  w i l l  n o t  bo 
a b l e  t o  p a y  b e n e f i t s  for y o u r  c l a ims. O u r  r e a s o n  
f o r  t h i s  d e t e r m i n a t i o n  is b a s e d  on y o u r  c r e d e n t i a l s .
T h o  S t a t e  of A l a s k a  G r o u p  M e d i c a l  P l a n  d o o s  n o t  
c o n s i d e r  a p h y s i c i a n ' s  a s s i s t a n t  a p a y a b l e  p r o v i d e r .

In o r d e r  to r e c e i v e  r e i m b u r s e m e n t  for y o u r  s e r v i c e s  
y o u  w o u l d  need to be e m p l o y e d  by a m e d i c a l  d o c t o r ,  
a n d  t h e  p a y m e n t  w o u l d  th e n  be m a d e  to  t h a t  d o c t o r  u n d e r  
h i s  t a x  indent I f i c a t i o n  number.

W c  a r c  s o r r y  our d e t e r m i n a t i o n  c o u l d  not bo  m o r o  fav o r a b l e .  
If y o u  h a v e  any o t h e r  q u e s t i o n s ,  p l e a s e  c o n t a c t  t h i s  
o f f i c e  a t  the a d d r e s s  s h o w n  a b o v e  or ca l l  1 - 8 0 0 - 4 2 6 - 3 2 1 1 .

S i n c e r e l y ,

l U t t l l l l U  n  A  4 A  A U M i *

C u s t o m e r  S o r v i c o  R e p r e s e n t a t i v e  
F o a t t l o  C l a i m  D o p a r t m o n t  
A e t n a  L i f e  I n s u r a n c e  C o m p a n y

cc: R. B o u t a n g



Alaska State Legislature
Soriolor Tim Kelly, Choir
Senator J o h n  T o rq o r s o n .  Vico Chair
Sonator MiKe Miller 
Senator Jim Ouncan 
Sonator Judy Sa o

ST ME CAPITOL. SUITE 101 
JUNEAU. ALASKA 99001 -1182 
PHONE (907)465*3822 
PAX (9071465-3756

SEN A TE  LABO R AND CO M M ERCE 
COMMIT TEE

716 W 4TH. SUITE 400 
ANCHORAGE AK 99501*2133 
PHONE (907)258-8160 
PAX (907)258-4524

Spon so r  S ta tem en t

SB 100 was in troduced  at the request o f severa l g roup s o f  acupunctu rists and 
physicians assistants. SB 100 am ends AS 21 .36 .090 (d ) to inc lude physic ians assistants 
and acupuncturists in the de fin ition  o f  a hea lth  care "p ro v id e r .”

SB 100 w ou ld  p roh ib it a person  from  practic ing o r  perm itting  u n fa ir 
d iscrim ination  against a physic ian assistant o r  acupuncturist w ho p ro v id e s  a serv ice 
covered  under a g ro u p  d isab ility  policy' that extends coverage on an expense 
incu rred  basis i f  the rendered serv ice is w ithin the scope o f the physic ian  assistant's 
o r  acupuncturist's occupationa l license. T he re fo re , SB 100 w ou ld  m andate 
insurance coverage o f serv ices p e rfo rm ed  by physic ian assistants and acupunctu rists 
so long  as such services are w ith in the scope o f  the ir occupationa l licenses.

C u rren tly , services pe rfo rm ed  by acupuncturists and physic ian  assistants are 
not covered by insurance. SB 100 w ou ld  rem edy this p rob lem  b y  am end ing  the 
statute to inc lude acupunctu rists and physic ians assistants in the d e fin ition  o f 
p ro v id e rs  ' fo r which insurance coverage is m ade m andato ry , h ow e v e r , the 

serv ice p rov id ed  m ust be w ith in  the scope o f the acupunctu rist’s o r  physic ian 
assistant's occupationa l license in o rd e r to be covered .



SENATE LABOR & COMMERCE 
COMMITTEE AGENDA

Thursday, March 23, 1995 
1:30 p.m.
Fahrenkamp Room

1. Call Meeting to Order
2. Note time/day/year
3. Note members present
4. Remind Witnesses 10 Sign In
5. Announce Order of Bills to Be Heard:

SB 100 "Relating to unfair discrimination against a 
physicians assistant or acupuncturist under a group 
health insurance policy."
SB 104 "An Act relating to joint insurance 
arrangements."

1. Mary Jackson-- Torgerson's Aide

HOLD OVER (CS HAS NOT BEEN FINISHED)
SB 95 "An Act requiring offers of automobile 
insurance to include coverage for uninsured or 
underinsured motor vehicles with policy limits for 
coverage equal to coverage voluntarily purchased."

6. Adjournment



I

«■

3

4

5

6
7

8
9

10

I I

i :

13

14

vJj^RK j^RAFT VJ^RK )^ A F T

CS F O R  S E N A T E  B IL L  NO. 100(L&C)

IN THE LEGISLATURE O F  TH E STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION

BY THE SENATE LABOR AND COMMERCE COMMITTEE
Offered:
Referred:

Spnn ton il: SENATE LAIIOR AND COMMERCE COMMITTEE BY REQUEST
A B IL L

F O R  AN A C T  E N T IT L E D  

"An Act relating fo services covered under a group health insurance policy that 

are provided by a physician assistant or acupuncturist."

B E  IT  E N A C T E D  BY T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A LA SK A :

• Sec tion  1. AS 21.36.090(d) is amended to read:

(d) Except to the extent necessary’ to comply with AS 21.12.365 and AS 21.56. 

a person may not practice or permit unfair discrimination against a person who 

provides a service covered under a group disability policy that extends coverage on an 

expense  incurred basis, or under a group service or indemnity type contract issued by 

a  nonprofit corporation, if the service is w nhm  the scope of the provider's occupational 

license In this subsection, "provider ' means a state licensed physician, physic ian  

a s s is ta n t ,  a c u p u n c tu r is t ,  dentist, osteopath, optometrist, chiropractor, nurse midwife, 

advanced  nurse practmoncr. naturopath, physical therapist, occupational therapist, 

psychologist, psychological associate, or licensed clinical social worker, o r  certified 

d irect-cntry midwife.

9-LS078H\F"

Ford
3/22/95

w# r k  # r a f t

•1* CSSII HXKL&C)
.Vgy T tx i rr .d e r lir .rd  IC tlXTCD  TEXT BHACXETK2!
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WORK DRAFT WORK DRAFT WORK DRAFT
9-LS0788\C-

Ford
3/15/95

CS FOR SENATE B IL L  NO. I00 IL& C )

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION 

HY THF. SENATE LABOR AND COMMERCE COMMITTEE 

Offered:
R e fe rre d : I

SporiM.rtc): SENATE LABOR AND COMMERCE COMMITTEE BY REQUEST
A B IL L

FOR  AN ACT EN T ITLED  

' An Act rela ting to services covered unde r  a  group  health  in su rance  policy th a t  

a r c  p rov ided  by a  physician assistant, acupunc .u r is t ,  o r  hospita l."

BE  IT  ENACTED BY  TH E  LEG ISLA TU RE  OF THE STATE O F  ALASKA : !

* Sec tion  1. AS 2 1.36.090(d) in amended to read:

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.56. 

a person may not practice or permit unfair discrimination against a person who 

provides a service covered under a group disability policy that extends coverage on an ■

expense incurred basis, or under a group service or indemnity type contract issued by 

a nonprofit corporation, if the service is within the scope of the provider's occupational 1

license. In this subsection, "provider'" means a state licenced physician, physician i

assistant, acupuncturist, dentist, osteopath, optometrist, chiropractor, nurse midwife, 

advanced nurse practitioner, naturopath, physical therapist, occupational therapist, 

psychologist, psychological associate, or licensed clinical social worker, or certified 

dircct-cntry midwife.

•I* CSSB I00<LAC)
r .gy  V n d r r U n td  ICEiCTED TEXT BM C rETEVl

 _______________________________________________________________________



* See. 2. AS 21.36.090 is amended by adding a new subsection to read:

(c) Except as otherwise required by law, a person may not unfairly discriminate 

against a hospital that provides a service covered under a group disability policy that 

extends coverage on an expense incurred basis or under a group service or indemnity 

contract issued by a corporation, if the service is within the scope of the hospital’s 

license. In this subsection, "hospital” has the meaning given in AS 18.20.130.

WORK DRAFT WORK DRAFT WORK DRAFT

CSSB 100(L&C) .2.
Tcxr I ’n d e r l im J  tCttJTTTD 71X7 D M C rC T t? )



04/03/9*1 i t .  '• M b H f c i f M N  L fM U l  L r '  I . O J  t .  C i i  M H O S

151 retnvngloo Avonuo 
KafflOrt.GT 06156 - 6080

JoMph J. K*mpf, Jr. 
Supervising Attorney
lew and nogulnlory AJfoIr®, YFF1
(203)276-3151
Fat (203) 276-1020

March 28. 1994

Saundra L. W oodw aid , CPIW , A1C 
C onsum er Service Specialist
Alaska Department o f Commerce arid Economic Development
Division o f Insurance
800 East Dlmond Blvd., Suite 560
Anchorage, Alaska 99515

RE : STA TE  OF ALASKA  E M PLO Y E E  B E N E F IT  PLAN
C O M PLA IN A N T : CATHY U IG G ERSTA FF , M .S.
Y O U R  L E T T E R  D A T E D  M A R C H  3, 1994

Dear Ms. W oodward:

Enclosed is our response to Ms. B lggersuff. We believe that it addressees a ll o f the 
concerns expressed in your March 2 letter.

Your letter also requested a copy o f the applicable coverage language, and evidence as to 
whether the state o f Alaska sclf-lnsurcs the mental health portion o f its employee benefits 
plan. We arc in the process o f accumulating the information that you requested. W e did not, 
however, wont to delay responding to Ms. Blggcrstaff. The requested iniormnuon w ill be 
forwarded to you as soon as it is available.

I f  you should have any further questions, please do not hesitate to contact me.

Sipccrcly,

1 _ (a
P 3

Supervising Attorney
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Joaeph J. tom p f, Jf.

SupaMaingAnomay
lew  and Regulatory AWsin, YFF l

'2 ft ) )2 7 M t6 t

Fu: (203) 27 W020

March 28, 1994 VU A irborne K x p rtii

Cathy Blggorsuff. M £
Llocouod r«ycholojical Associate 
2330 Denali Street, Suite 1606 
Anchorage, AJaaka 99303

Dear Mx. Piggerjfaff

This ii in response to your complaint to the Alaska Dcpanmco; c f  Commerce and Economic Development. Your 
letter was forwarded to uj from the Deportment by leoei dated March 3, 1994.

According to Saundra L. W oodwud. Consumer Service Spcflalla. you are ooncemad that Actru Life insurance 
Company (*Aetru*) may be operating a Preferred Provldet Organisation ( 'P P O ')  in violation or Alaska law. We 
believe that tlu« interpretation i* not supported by applicable law.

Aetna participates in a number of employer-sponsored, self-injured employee welfare benefit pUnx These 
plan) are pre-empted from ru le  insurance lam  and regulations by the Employee ReUrenicnl Income Socurfty 
Act of 1974. a t amended CEJUSa *). Therefore, the provuioru o f the Insurance code cuad In Ms. Woodward's 
lener dated M arch 3. 1994. are pre-empted and do not apply to tclM ruured plain.

We agree, however, tLai die provisions cited In that letter do apply to insured arrangements However, th o x  
provisions do not pruluhit FPOa

M i Wnrtdwaid i  letter die* Section 21.36.090(d). Tbl» section prohibits an larurcr irons practicing or permitting 

' u n f a i r  djjcnm lruuoo* against p rovider who perform k m c c x  covered under a group disability policy. Aetna 
doe* not unfairly ducnm icaie against providers by operating a FPO in Alaska We believe PPOs arc permitted in 
alt ru tcs, including Alaska la hex. Aetna filed with the D tpirtcx .n i Its policy and certificate pages to permit 
r r o i  in IU Insured products Aetna's fiiat submission. daied May 13, 1913, w u  rtcdvod by the Departm ent on 
May 22, 1913. A second FPO filing wax dated November 22.1983. and stamped received by the Departm ent on 
N o v e m b e r  29. 1 985 . At no time h u  Aetna la c lv td  notioc that either of these approved filings have been 
questioned.

We raad Section 21 36 090 (d) as prohibiting insurers trom unfairly reimbursing the provider types spectfied hi the 
statute for covered sctmucs rendem : by ihoee pnM drrt For ctam ple. we believe iha» too great a benefit 
differential between the benefits payable to a preferred and » non-prtferrer provider would constitute 'unfair 
d iicrtm iruuun '  U ndo Aetna* standard TPO plans the benefit differential between preferred and non-prefened 
provider* does nut ctucc  30% tn addition. pre/erred providers arc reimbursed on a negotiated charge (which n  
generally lower than reasonable and ctuionuryy. while ooo-preferred provider* arc rtunbirucd based on reasonable 
and customary charge* Aetna believes mat a 10% benefit fliilsrtniial u  not uW iir. In oom panicn, Florida 
permit* benefit dsffertoUals e f up iu 30V. (Sec Florida Insurance Code Socuon 027.647|(4)(«))



* i»4

March 28. 1994 
, Cathy Biggtxiufl', M.S.

Aetna's PPOs always feimburte recogiured providers for covered services The bcneUi differential dees not result 
in unfair discrimination M  additional protection to Injured*, and to recognize Aetna s obligation! under the 
itatute, the p law  contain on additional benefit tenure  that reimburses providers who perform covered services, 
when providers of Uvat type are not in the network. All such providers are reimbursed at the same coinsurance 
percentage that would June applied had there been no PK ), usually 80Vu

The second section cited. Section 21.34 020(a). also docs not prohibit PPOs. The statute provides that the polit? 
*ma> not contain a provision nailM/Jhg that services be provided by a particular hospital or person....* (emphasis 
added). Aetna's TK ) does not require that cervices be provided hy a particular hospital or person.

•* PPO members are permitted to choose m y  pitfctred provider, or any turn-preferred provider, whenever services are
required Covered service* are relm birsed by mo health pLan. A member electing to utilise a preferred provider is 
pcrminod to p.’ek any provider on the preferred provider panel Member* axe also permitted to elect coverage from 
any recognized provider who is not on the panel. The member is not required to use any particular provider or 
hospital under either the preferred ct non-preferred benefit. La addition, the benefit differential la not tuflfldcni to 
amount to requiring that the member use only preferred providers A rtaAonAble financial incentive docs not 
constitute a mandate that services be provided by a particular provider

For all o f the reasons di unused above. Alaska law doe* not prohibit PPO*. We do not believe thas tho stature* ctiol.
or die intent o f the Alaska legislature, wav to prohibit the operation cJ i YX

We hope that this issue has been addressed lo your n tis f ta io n ,

cc Saundni L. Woodward. CP1W. AIC 
C entum cr Service Specialist
Department of Cofluacree and Bwnom.c Development 
D ivuior eS lasunaoa 
100 F a n  Dimood Blvd.
Arvthornjt, Alaska 99315



m  A n y  W i l l i n g P r o v i . e r

j jm s ia lio n
c >

H o w  d o e s  

A n y  W i l l i n g  

P r o v i d e r  

l e g i s l a t i o n  

a f f e c t  

m a n a g e d  

. c a r e  p l a n s ?

* Am \\ 1111ru* Provider f<r*juires
m.mtged rare plans lo contract with any 
health enre provider willing lo meet the 
health plan's terms and conditions as to 
qualification and contracting.

1 Any W iling Provider legislation may be 
written to apply to physicians, hospitals, 
allied health profnvuonals, and/or 
pharmacies.

V / h y  s h o u l d  

h e a l t h  p l a n s  

b e  a l l o w e d  t o  

l i m i t  t h e  

n u m b e r  o f  i t s  

c o n t r a c t e d  

p r o v i d e r s ?

• Permits health plans to h.v.e networks 
sized suitably in relation to the numiier of 
cnml|ee.\ vs nh an appropriate mix of 
primary care physicians and specialists. 
'Hiis creates comfvtition among provid­
ers to join health plans, M>Jting in 
reduced costs and improved ^rviccs for 
consumers.

•Enables health pi.ms to select only the 
highest quality physicians. Once sucli a 
network is established, it enables the 
retention of high quality physicians, 
since they prefer lo work with other 
highly reputed professionals.

1 Permits health plans lo negotiate favor- 
alile financial arrangements with provid­
ers in return for supplying increased 
patient volume. These saving? arc 
passed on to the consumer in lower costs.

Art.* A n y  

W i . l i n g  

P r o v i d e r  

l a w s  a n l i -  

c o m p e l i l i v e ?

A c  i n n  

o p p o s e s  

A n y  W i l l i n g  

P r o v i d e r  

r c q u i r i 'm c n l s

• The Federal Trade Commission staff, in 
response li» n*qui?.t:» hum nfTieiaJs in 
stahr eothidenilg such laws, have issued 
opinion letters staling lli.it this lyjw* of 
lege.Lilian dr« nui.iges enmpeliiion 
among p lunder nf he.tlih ra le 1

• A m  Will ing PiMvnh' i  h'g.lsl.iliun is anil-  
eiunjii  t i l l  v* tnd •  •< i i i|«  | | | | * i i i i a  Ix iw e r -  

fill li**i| i i i  • u nl lu l l i n g  i u -.ls

Am W il i ('mi i.|. i t m |* noil pruvnl' 
*’l » « I . I I I  It |>l . .  I | i  •  . , | l |  „ , |  , ,  |M | | |

(»»r 11• 4 im mi if v9«• if » t i

' A managed can- plan would have to contract 
with any health care provider regardless o f 
whether it had the cafKicity to absorb addi­
tional providers. Ib is would result in larger, 
less efficient networks, increasing adminis­
trative, costs by 34%  and claims costs by 
8.8% , according to a study done by the 
Wyatt Company, an independent employee 
benefits consultant.

• Permits managed care plans to select 
providers who share their medical manage­
ment philosophy, assuring compliance with 
the health plan's requirements.

• Allows health plans to monitor provider 
fierfurmancc and on-going quality assur­
ance and utilization management programs 
more efficiently. It is easier to monitor • 
treatment patterns, conduct provider 
educalion, and monitor patient satisfaction 
with a smaller number of providers.

•Allows health plans to minimize their 
administrative overhead by only 
credential ling as many providers as they 
n e e d ,  and only training, profiling, 
supporting, and maintainingclectronic 
connectivity with a limited numl>cr o f 
providers.

' F I C st.i/T have also staled that in their view 
Any Willing Provider laws may promote 

v  I costs and limit consumer choices 
of health pi.in without providing any
M ilr t.illlt.ll t* f lie fi |,

M.m.i, I • are willks im . 1 1 'linpelilive
ir iv i|* iM ln* '|il. i • > • i l l  • it III if* l i r . l l l l l  r . i f r  I'OSl.S

In  niii gi . i i ing fin Imam mg and delivery of 
lie <Iiii • n*

II • »I if.***.
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A ugust 1, 1994

The Hmorable Richard Gephardt 

Majority Leader, U.S. llouxe of Representatives 

U.S. Capitol, H-148 

W&r.hingtcn, D.C. 20515-6502

Dear Congressman Gcphanz:

As Congress bepas its final ddibcrunoas, V"* tire v/titing to rceiLxni the Govcr^on* 

cCTunarreui to uanonai health care rtfoim thil year and oCbr wove y AHfHrr̂ ra I perspectives on 

aspects o f the debate. As a framework, we believe that some nariooal uniformity with irate 

flexibility especially in servioc delivery’ systems mgVes practical sense and is good public 

policy. We return crcnruned to biqianiiun solutions that result in meaningful hrqlOi  care cost 

coatainmcm while affording universal aren i to care and believe th,u labels «nrl political 

potitKT.ctg in this debate are very much less important than meeting the health care challenge 
that continues to face both state* and the federal government

We call to your inaraca two issues that were discussed by Governors last month at "ur »nmn| 

meeting m Boston. The first addxestei the Medicare Part C proposal of the leadership b ill and 
the second addresses “‘any w illing provider" legislation. Governors oppose an expansion of the 

Medicare pregram to include c new Part C as the primary mechanism for cxrending access for 

health core. We believe that Amman's health care Syrian ntuft remain responsive to market 

condinoru and should operate cnly with selective regulation by both tire federal and state 
governments. Medicare. a govcrrunau run price controlled system, does not meet that goal. 

Moreover, expanding the use o f Medicare rcaibumemcst rates to major additional portions o f 
the health care system would have disruptive, if  net disastrous, effects on the health care 

delivery system The Medicare program u also highly bureaucratic and unresponsive to local 

needs and Ins been ineffective at controlling overall costs We urge you to consider a state- 
baaed model for expanding low-inccrar coverage

Our second concern it with the 10-01111x1 "any w illing provider" legislation Ccasurtcnr with our 

jupport o f market based approaches, we adopted & new policy in Boston lha; purs us squaxrly 
opposed to overly restrictive any vailing provider law* at either (lie stale or federal levels. 

W hile we agree that individual provider* and panoita must base preircnoos in th il new 
compcutrvc iiculdi environment, health cue networks must also be allowed to make the hard 

dea turns ncccniuy to control coru If these networks ore the tools they' nrrd to op cure 

ctlortivcly, piicci c inojt be ccntrellaj Goveinrrvart am only blame itself for foiling to 

meat die goal that all A m rr^n i value taoft - affordable, quality health care Again we urge 
>vu to u k r great care ui uicludtrg any such provisions in your final bill
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A ugust 1, 1994

Tba Honorable R id u n l Gephardt 

Majority Leader, U.S. House of Representatives 

U.S. Capitol, H-148 

Washington, D.C. 20515-6502

Dear Congressman Gephartfc;

A j Congress begins iu  final dclibenmons, wt arc w iitmg to reaffirm the Govcrnora’ 

ccmmnmaii to national health care reform ih if year and offer wove nddid/ral perspectives on 

aspects of the debate. As a framework, we believe that tome rarjpryil uniformity with state 

flexibility especially in icrvioe delivery lyncma muLrf practical aenso and u good public 
policy. We runuun commrfled to bi-partixaa aolutuns tfrjr result in fnrwnrngfiil health care cost 

containment while affording universal iq care and bdieva rhoi labels and political

potiuocjcg in this debate are very much Icji important than moctiflg the health care challenge 
th il continues to face both itatca and the federal government

W’c call to your ancatica two ixcucs that were discussed by Governors last month at our anfm.il 

meeting in Boston. The first addresses the Medicare Part C piopoial of the leadership b ill and 
the second addresser “'any w illing provider" legislation. Governors oppose an expansion of the 

Medicare program to include a new Part C as tho primary mechanism for expanding access for 

health care, We believe that America’s health care lyrtcm mu ft remain responsive to market 

conditions and should operate only with selective regulation by both tJie foderal and suite 
governments. Medicare, a government run price cootrcllad system, dr**? not meet that goal. 

Moreover, expanding the use o f Medicare reunburaemcii rates to major additional portions o f 
the health care system would have disruptive, if  un disastrous, effects on the health care 

delivery sysxan The Medicare program is also highly bureaucratic and unresponsive to local 

needs and has been ineffective at controlling ovtralJ cods. We urge you to consider a state- 
based model for expanding low income coverage

Our second concern is with the lo-cslLod "any w illing provider" legislation. Ccusiitem with our 

support o f market-based approaches, wo adopted a new policy in Bosiou that puis us squarely 

opposed to overly rcttncrivc any w illing provider Uw i at either (lie stale or federal levels. 
While we agree that individual providers and patients must have prtnoetiotii in th il new 
oompcuuvc lirul'Ji eovuaomem, health csic networks must also be allowtxl to make the luuti 

dreiiionj nncesMiy to comrol coeu If  these networks am the tools they' need lo operate 

cfloctivcly, piurci cannot be controlled Govrnirnart uui thm only buune itself for (ailing to 

mrv. the giiid thst all Americans value most -  affordable, quality hcahh care Again we urge 

yuu to uL r gttar care ui to eluding any such provisions in your final bill
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provider who agrees lo 
participate to that plan.

PrearsWe

As be cation tscvn to comprehensively reform iu  health a re  system, lutes 
ire ip la  it be forefront of change. A number of turns hiv«i af/rasrvely moved to 
reduce health arc inflation, expand toocu for be Marking poor, tad bring greata 

. icconnubiliry to be system. Managed axe La played an Integra] role b  the efforts 
of many nates to m/onn their health arcij««SB and ti an iniporunt pan of national 
health are reform.

A sjj WTILLiig P nM der LcgUUlfoo

S o-u lied  “any tolling provider'’ legkLatlon hxi appc-ored in a num ber o f state 
k p sh u u rc*  rccrc'Jy and ir u u a lly  framed u  a patient choice issue* Soch legislation 
tn ty  underm ine lu te  b a i th  care reform  efforts and could ro ll ta c k  o u r significant 
suits-by*<ute progresi in this area.

Generally, the legislation requires tbs: any health  a r e  
m eet the icrmi and oondldons of i  health plan be illow od to 
This type of legfciation Is problem atic b o a  use it h a  the  po ten tia l to  underm ine  Lhe 
efforts of managed car* o rg an L m io a  to control a x i s  and l i n h  th e  size o f netw orks 
In o rd er to achieve m a d m e n  e£W cncy. The result c a y  be decreased p a tien t vo lum e 
to  managed csre c rg sn ia u o n t, crippling their ability to  con tro l u tilization  o f  health  
o r  e seTdcer- This type o f legislation can have d e v tsu tin g  e ffecu  on cu rren t m anaged 
a r e  delSm y i r t t m s  by.

•  destroying the p ic ic c p c r  ccnocp: essential 10  managed 
managed care organizations’ ability to  control health  a r<
their provider networks;

•  l ip if ia n t ly  tocroaiing encaged a r e  or pm h n  lions' ad minis i n  t r r  end c la im  ooru;

•  preventing managed a ; e  organizations from achieving i ig n i f la a t  provider d is­
counts to exchange for psucnt volume;

•  undercutting the adm inistrative cffiocaciej of managed care;

•  actually consum er choice by hm jting the p a tieh t'i choice to  Indem nity 
pU nr, and

•  impeding efforts to Improve health a r e  quality th rougu con tracting  iia n d a rd t 
and Infcim alicn exchanges that a n  lead lo bcticr outcom es and higher quality 
care for p a iirsu .

C o o d u ilu n

“Any willing piovidcr* Uv» t;uc horn good m otives—-ihe  dele te  to  preserve 
r a i l in g  p au e t t -provider relations and to u fcpoard  patien ts, a c o tu  1 0  a r e  o r  choice 
o ip ruv jdet from arbitrary daem ons by health plans to  m clad* o r d rop  prov iders from 
thezr aea*vrLi These arc If {ttmiaie goals that noed to  be addressed th ro u g h  v th ld e e  
that <fo cot threaten the u s t .  quality, sad aoxss adviutago* that u rll-d eslg n cd  
m anager a r c  fo ir-en  ryiteaij a n  provide

mre, severely curtailing 
coru and the quality of
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Tho H o n o r e b l o  J o s e p h P. K a z u r o k  
A t t o r n e y  G s n s r a l  o I t h e  S t a t o  o f  M on ta n a 
J u f l t l c a  B u i l d i n g  
H e l e n a ,  HT 59620

D o a r h r .  A t t o r n o y  G e n e r a l »

The s t a f f  o f  t h o  F e d e r a l  T r a d e  C om n i a a i o n 1 i o  p l o a o c d  t o  
s u b m i t  t h i s  r e s p o n s e  t o  y o u r  r e q u e s t  f o r  v i e w s  on t h o  p o s s i b l e  
c o m p a t i t i v o  e f f e c t s  o f  r . a i n t a i n l n g  i n  p l a c e  t h o  r o c c n t l y - o n a c t o d  
• a n y  w i l l i n g  p r o v i d o r "  l a w ,  w h i c h  i o  a o t  t o  a u n e o t i n  J u l y  1 9 9 3 . 
T h i s  l a w  l i m i t s  t h e  a b i l i t y  o f  p r e f e r r e d  p r o v i d e r  o r g a n i z a t i o n s  
( "PPOs • )  t o  a r r a n g e  f o r  o o r v i c e a  t h r o u g h  c o n t r a c t s  w i t h  h o a l t h  
c a r e  p r o v i d e r s ,  by r e q u i r i n g  a PPO t o  e n t e r  a c o n t r a c t  w i t h  a n y 
p r o v i d o r  w i l l i n g  t o  m o a t t h e  t e r r . c  t h o  PPO n o t e .  By p r e v e n t i n g  
PPOs f r o m  l i m i t i n g  t h e  p a n e l  o f  p r o v i d e r s ,  t h o  l a w  d i u c o u r a g o s  
c o n t r a c t s  w i t h  p r o v i d e r s  i n  w h i c h  l o w e r  p r i c e o  a r o  o f f e r e d  i n  
e x c h a n g e  f o r  t h o  a s s u r a n c e  o f  h i g h e r  v o l u m e . A l t h o u g h  t h e  l a w  
may be i n t e n d e d  t o  a s s u r e  c o n sum e r s g r e a t e r  f r o o d o n  t o  c h o o s e  
w h o r o  t h e y  o b t a i n  s o r v i c o o ,  i t  a p p e a r s l i k e l y  t o  have t h o  
u n i n t e n d e d  e f f e c t  o f  d e n y i n g  c o n s um e r s t h o  a d v a n t n g o o  o f  c o o t -  
r a d u c i n g  a r r a n g om o n t r .  and l i m i t i n g  t h o i r  c h o i c e s  i n  t h o  p r o v i s i o n  
o f  h e a l t h  c a r e  s e r v i c e * .

J .  I n t e r e s t  and o x p o r i o n c o  o f  t h o  P o d c r a l  T r a d o  C o e a i c s i o n .

Tho F e d e r a l  T r a d o  C omm is s i o n  1g empowered t o  p r o v c n t  u n f a i r  
m e th o d s o i  c o m p e t i t i o n  and u n f a ' . r  o r  d c c c p t i v o  a c t a  o r  p r a c t i c e s  
i n  o r  a f f e c t i n g  comm e rc e . P u r s u a n t  t o  t h i s  s t a t u t o r y  m a n d a t o , 
t h o  C omm is s i o n  e n c o u r a g e s  c o m p e t i t i o n  i n  t h o  l i c o n s c d  
p r o f e s s i o n s ,  i n c l u d i n g  t h o  h e a l t h  c a r e  p r o f o o s i o n s ,  t o  t h o  
max imum e x t o n t  c o m p a t i b l o  w i t h  o t h o r  s t a t e  a nd f o d a r a l  g o a l s .
P o r a o v a r a l  y e a r n ,  t h o  C omm is s i o n  and i t s  s t a f f  h a v e i n v e s t i g a t e d  
t h e  c o m p e t i t i v e  e f f e c t s  o f  r e s t r i c t i o n s  on t h e  business p r a c t l c o a  
o f  h o s p i t a l s  and o t a f o - l i c c n s e d  h o a l t h  c a r o  p r o f e s s i o n a l s .

1 T l i o s o c o m m e n t s  a r o  t h e  viows o f  t h e  s t a f f  o f  t h o  F e d o r a l  
T ra de  Commlsalin, and do not n o cosaa ri ly  represent tho v i o w s  o f  
t h o  C o m m i s s i o n  or any individual C om m ln a l o n s r .

cxnc< c*
OOrt»vw<» KhO 

COM̂TTT<»< ADvOCAC*

1 15 U.G.C. s 41 C l P9Q .



t h o  PPO l a w  w i l l  e x p l i c i t l y  d e n y t h a t  an l n s u r o r  m oa t n e g o t i a t e  
o r  e n t e r  l p t o  a g r e em e n t s  w i t h  any s p e c i f i c  p r o v i d e r  o r  c l a s s  o f  
p r o v i d e r s .

T h i f l commen t w i l l  i n c u t on how " a n y w i l l i n g  p r o v l d o r *  
r e q u i r e m e n t s  l i m i t  c o n t r a c t i n g  b e tw e e n p r o v i d o r a  and t h i r d - p a r h y  
p a y o r s ,  and on how t h i s  l i m i t a t i o n  i s  l i k e l y  t o  a f f e c t  
c o m p e t i t i o n  and co n o um o ra . Thu a c t u a l  o f f o c t a  o f  h o n t a n a ' s  l a w  
p ay bu d i f f i c u l t  t o  g a u g o , b.>cauao i t  han bocn i n  o f f e c t  o n l y  f o r  
a n h o r t  t i p o .  Tho e x p e c t a t i o n  t h a t  t h o  r o g u i r o n o n t  w o u l d  o n d 
ooon pay h a v e a f f o c t * d  how p r o v i d e r s  and PPOs have d e a l t  w i t h  
each o t h o r .  T h u s , t h i s  comment i s  b ao cd on g o n c r a l  p r i n c l p l o a ,  
. r a t h o r  t h a n  K o n t a n a ' e  p a r t i c u l a r  e x p e r i c n c o .

T ‘i« H o n o r a b l e  J o s e p h  T . H a r u r o k
Pag* 4

I I I .  C o m p e t i t i v e  i m p o r t a n c e  o f  p r o g r am s u a i n g  l i m i t o d - p r o v i d o r  
p a n e l s .

O v e r t h e  l a f l t  t w e n t y  y e a r a ,  f i n a n c i n g  and d e l i v e r y  p ro g r am® . 
t h a t  p r o v i d e  h e a l t h  c a r e  s e r v i c c c  t h r o u g h  a l i m i t e d  p a n e l o f  
h o a l t h  c a r e  p r o v i d e r s  h avo p r o l i f e r a t e d ,  i n  r e s p o n s e  t o  
i n c r e a s i n g  demand f o r  ways t o  m o d e r a t e  t h o  r i s i n g  c o a t s  
a s s o c i a t e d  w i t h  t r a d i t i o n a l  f o e - f  o r - n o r v i c o  h o a l t h  c a r c .  T h e s e 
p r o g r am s may p r o v i d o  s e r v i c e s  d i r e c t l y  o r  a r r a n g e  f o r  o t h e r s  t o  
p r o v i d e  th o rn . The p r o g r a m s , w h i c h  i n c l u d e  HMOfl and PPOo, 
t y p i c a l l y  i n v o l v e  c o n t r a c t u a l  a g r e em e n t s  b o tw o c n  t h e  p a y o r  and 
t h o  p a r t i c i p a t i n g  h e a l t h  c a r e  p r o v i d e r s .  Many s o u r c e s  now o f f e r  
l i m i t a d - p a n e l  p r o g r a m s . Even c o m m e r c i a l  i n s u r e r s ,  w h i c h  i n  t h e  
p a s t  d i d  n o t  u s u a l l y  c o n t r a c t  w i t h  p r o v i d e r s ,  and B l u o  C r o s s  o r  
B l u e  S h i e l d  p l a n e ,  w h i c h  do n o t  u c u a l l y  l i m i t  s e v e r e l y  t h e  n um b e r 
o f  p r o v i d e r s  who p a r t i c i p a t e  i n  t h u i r  p r o g r a m s , now f r e q u e n t l y  
a l s o  o f f o r  p r o g r a m s  t h a t  do l i m i t  p r o v i d e r  p a r t i c i p a t i o n .

The p o p u l a r  o u c c o s o c f  p r o g r am s t h a t  l i m i t  p r o v i d e r  
p a r t i c i p a t i o n  a p p e a r s  t o  be duo l a r g e l y  t o  t h o i r  p e r c o i v o d  
a b i l i t y  t o  h e l p  c o n t r j i  t a .  E c o n om ic s t u d i o s  havo c o n f i r m e d  
t h a t ,  u n d e r  h e a l t h  c a r c  a r r a . i g o n o n t s  t h a t  p o r m i t  s e l e c t i v e  
c o n t r a c t i n g ,  c o m p e t i t i o n  h o l p s  t o  m o d e r a t e  c o s t  i n c r a a a o a . 18 I n

* h o n t .  Code Ann . s 3 3 - 2 2 - 1 7 0 4 ( 3 ) .

,e S t u d i o s  h a v o o x a r . i n o d  t h o  c o n p o t l t J v o  e f f e c t s  o f  
o o l o c t i v o  c o n t r a c t i n g ,  i n  p a r t i c u l a r  C a l i f o r n i a ’ s e x p o r l o n c c  w i t h  
p e r m i t t i n g  h o s p i t a l a  t o  c o n t r a c t  o c l c c t l v o i y .  g e o . e . g . .  J .  C . 
P o b l n o o n  and C. S. P h i h h s ,  At i . E v a l u a t i o n  c f M e d i c a i d  S e l o c t i v e 
C r n t r a c t i n a  J .n C a l i f o r n i a .  6 J .  H e a l t h  Econ . 437 " ( 1 9 8 9 ) .  Thi s 
s t u d y  f o u n d  t h a t  s h i f t i n g  f r o m  c o m  - r e im b u r s e m e n t t o  p e r m i t t i n g  
a o l a e t i v u  c o n t r a c t i n g  m o d e r a t e d  J n c s o a s e s i n  h o s p i t a l  c o o t o ,  
p a r t i c u l a r l y  i n  more c o m p e t i t i v e  l o c a l  m a r k e t s .  T h i s  s t u d y

( c o n t l n u o d . . . )



a d d i t i o n ,  o u b b C i L b o ro rr.ny b e n e f i t  f r om  b r o a d u r  p r o d u c t  c o v e r a g e  
and l o w o r o u t - o f - p o c k e t  p a y r o n t n  t h a t  t h n u o  c o n t  u a v i n g a  m«y tnako 
p o f l f l i b l e .  C o m p e t i t i o n  among d i f f e r e n t  k i n d s  o f  t h i r d - p a r t y  p a y o r  
a r r a n g o r a n t e , i n c l u d i n g  t h o a o t h a t  l i m i t  p r o v i d e r  p a r t i c i p a t i o n  
and t h o e a  t h a t  do n o t ,  s h o u l d  e n s u r e  t h a t  c o s t  s a v i n g s  a r e  p a s o o d 
o n t o  co n s um a r a . T h i e  p r i n c i p l o  w o u ld  a p p l y  t o  a l l  t y p o s  o f  
h e a l t h  care p a ymen t p ro g r am s and h e a l t h  c a r e  p r o v i d o r a .

H o s p i t a l s  c om p o t o , u l t i m a t e l y ,  f o r  t h o  b u f i i n o o s  o f  p a t i o n t s .  
A h o s p i t a l  nay p u r o u u  t h o  f c j a i n e n n  o f  a u b c c r i b a r f l  t o  PPO o r  JlMO 
prog ram ,a b y B o o k i n g  a c c c c s  t o  t h o s e  s u b a c r i b a r s  on a 
p r o f a r a n t i a l , o r  e v e n an n x c l u a i v o ,  b a s i s .  The h o s p i t a l  may 
p e r c o l v e  s e v e r a l  a d v a n t a g e s  t o  su ch a r r a n g o m o n t n .  A p r e f e r e n t i a l  
o r  e x c l u c i v s  a r r a r . g om o n t may a s s u r o  t h o  h o s p i t a l  o f  e no ug h 
p a t i o n t i  t o  n a k o p o o e i b l e  s a v i n g s  f r o m  e co n om ic s o f  s c a l e ,  f o r  
e x a m p l e , b y s p r e a d i n g  f i x e d  c o a t s  o v e r  a l a r g e r  vo lum o o f  s a l o n .  
A t  a m in im um , i t  c o u l d  f a c i l l t a t o  b u s i n e s s  p l a n n i n g  by m a k i n g  
a a l o c  v o lum o s more p r o d i c t a b l o .  Tho a r r a n g em e n t may r o d u c o  
t r a n sa c ti on  c o s t s  b y reducing t h e  numbe r o f  t h i r d - p a r t y  p a y o r s  
w i t h  whom t h e  h o s p i t a l  d e a l s ,  and may r e d u c o  m a r k e t i n g  c o s t a  t h a t  
w o u l d  o t h e r w i s e  be i n c u r r e d  t o  g e n e r a t e  t h o  same b u s i n e s s .  To 
g o t  a c c e s s t o  t h e  b u s i n e s s  and t h e  a d v a n t a g e s  r e p r e s e n t e d  b y 
t h o s e  p r o g r a m s , h o s p i t a l s  com po te w i t h  each o t h e r ,  o f f e r i n g  l o v e r  
p r i c o s  and a d d i t i o n a l  c e r v i c e s ,  t o  g e t  t h e  p a y o r s *  c o n t r a c t u .

T h i r d - p a r t y  p a y o r s  f i n d  su ch a r r a n g em e n t s  a t t r a c t i v e  b e c a u s e  
t h e y  b e n e f i t  f r o m  t h e  p r o v i d e r s '  c o m p e t i t i o n .  L o v e r  p r i c o a  p a i d  
t o  p r o v i d e r s  c o u l d  moan l o w e r  c o o t s  f o r  a t h i r d - p a r t y  p a y o r .  N o t 
o n l y  t . i g h t  t h e  amoun ts p a i d  o u t  f o r  o e r v i c e s  be l o w e r ,  b u t  i n  
a d d i t i o n  a d m i n i s t r a t i v e  c o s t a  m i g h t  be l o w e r  f o r  a l i r a i t o d - p a n e l  
p rog ram , t h a n  f o r  one r e q u i r i n g  t h s  p a y o r  t o  d e a l  w i t h ,  and make 
p a ym o n ta t o ,  a l l  o r  m oa t o f  t h o  p r o v i d e r s  d o i n g  b u o i n o s u  i n  a 
p roa ram . *a s e r v i c e  a r e a .  A p a y o r  m i g h t  f i n d  i t  e a s i e r  t o  
im p l e m e n t c c o t - c o n t r o l  o t r a t o g i c a ,  s u c h  as c l a im s  a u d i t a  and 
u t i l i r a t i c n  r e v i e w ,  i f  t h e  numbe r o f  p r o v i d e r s  whoso r e c o r d s  m u s t 
h *  r e v i e w e d  i s  l i m i t e d .  And l o w e r  p r i c e s  and a d d i t i o n a l  c e r v i c e s  
w o u l d  h e l p  make t h e  p a y o r ' a  p r o g r a m * n o r o  a t t r a c t i v e  i n  t h e  
p r e p a i d  h e a l t h  c a r e  m a r k e t .

Consume rs t o o  a.ay p r o f o r  l i m i t o d - p r o v i d c r  p r o g r am s i f  t h o  
c o m p e t i t i o n  an.or.g p r o v i d o r a  l o a d n  t o  l o w e r  p r cm lum o , l o w o r  
d e d u c t i b l e * ,  o r  o t h e r  a d v a n t a g e * .  Consume r p r e f e r e n c e  f o r

The  H o n o r a b l e  J o s e p h  P.  M a t u r ok
Pago 5

,#( . .  . c o n t i n u e d )
c o n c s n t r o t u d  on K e d i c a i d  e x p e r i e n c e ;  h o w o v e r , f u r t h e r  s t u d i o s  
b a s e d on p r i v a t e  h e a l t h  i n s u r a n c e  e x p e r i e n c e s  c o n f ir m  t h e s e  
f i n d i n g s .  5»u. D. D rano vo e t  a l . ,  Iu h o s p i t a l  c o m p e t i t i o n
w a s t e f ul? hand J .  K c o n . ,  Summer 1992 ; n u i .  a l i f i  0 . K u l n i c k  o t  a l . ,  
T h u  E f f e c t s  of K a r k c -  S t r u c t u r e  and B a r g a i n i n g  P o s i t i o n  on 
Hos pital Pricuu, 1! J. of H e a l t h  E con om ic s 21? (Oct. 1992).



l i r . i t e d - p a n o l  p r o g i a n . *  w o u ld  p r e s u m a b l y  moan t h a t ,  I n  t h o  
co n sum e r s v i « w ,  t lm n n  a d v a n t a g e s  w o u ld  o u t w e i g h  t h e  
d i s a d v a n t o g a n  o f  l i m i t i n g  t h o  c h o i c e  o f  p r o v i d e r s ,  ouch ns 
r o d u c o d  c o n v c r . i o n c e  o r  t h e  o c c a s i o n a l  need t o  ue c a p r o v i d e r  t h a t  
i n  n o t p o r t  o f  t h «  p a y e r ' o  c o n t r a c t e d  n o r v i c c .  L i m i t a t i o n s  on 
c h o i c e  n r o  u n l i k o l y  t o  bu su n e v o r o  t h a t  c o n s u n o r n ' a c c e s s  t o  
p r o v i d e r *  i t  i n a d e q u a t e .  F o r j u o t  as c o m p e t i t i v e  f o r c o u  
a n c o u r n g *  p r o v i d e r s  t o  o f f e r  t h e i r  b o o t  p r i c o  and o e r v iC O  t o  a 
p a y o r  i n  o r d e r  t o  g a i n  o c c o b s  t o  i t u  s u b u c r i b o r c , c o m p e t i t i o n  
w o u l d  a l a o  o n c o u r a g o  p a y o r s  t o  e o t n b l i o h  n o r v i c e  a r r a n g o n o n t o  
t h a t  o f f e r  t h e  l e v e l  o f  n c c c t « i b i l i t y  t h a t  s u b f l c r i b o r B  w a n t .  
Cor .Bumor f l ' a b i l i t y  t o  ch ange p r o g r am s o r  p a y o r a  i f  t h e y  a r e  
d i * a a t i « f i * d  w i t h  u o r v i c o  a v a i l a b i l i t y  w o u l d  g i v e  p a y o r a  an 
i n c e n t i v e  t o  a u * u r o  t h a t  t h e  a r r a n g em e n t s  t h e y  mako f o r  d e l i v e r y  
o f  c o v u r e d  h o a l t h  c a r e  s u r v i c e n  A e t i n f y  c o n n u n o r n .

IV. Effect a of *or.y will i ng  provider* re qu i r en n nt a  on l i m i t e d -

p a n o l  p ro g x am o .

"Any w i l l i n g  p r o v i d e r ’ r a q u i r o m o n t o  may l i m i t  f i r m s '  a b i l i t y  
t o  r e d u c e  t h e  c o s t  o f  d o l i v o r i n g  h e a l t h  c a r©  w i t h o u t  p r o v i d i n g  
any s u b s t a n t i a l  p u b l i c  b e n e f i t .  T h e y may mako i t  m.oro d i f f i c u l t  
f o r  t h i r d - p a r t y  p a y o r s ,  i n c l u d i n g  rPO s , t o  o f f e r  p r o g r a m o  t h a t  
h a vo t h o  c o a t  s a v i n g s  and o t h o r  a d v a r . t a g o 3 d i o c u s a c d  a b o v e .  
R e q u i r i n g  t h a t  p r o g r am s bn open t o  a l l  p r o v i d o r o  w i s h i n g  t o  
p a r t i c i p a t e  on t h e  ua . : ^ t e rm s r.ay a f f e c t  b o t h  c o a t  and c o v e r o g o .  
T o  t h o  e x t e n t  t h a t  o p s r . i n g  p r o g r am s t o  a l l  p r o v i d c r a  r e d u c e s  t h o  
p o r t i o n  o f  B u b a c r i b c r e '  b u a i n o a a  t h a t  e a c h c o n t r a c t i n g  p r o v i d o r  
ca r . e x p o c t  t o  o b t a i n ,  t h o s e  p r o v i d c r a  n a y be l e a s  w i l l i n g  t o  
a n t o r  a g r e e m o n t *  t h a t  c o n t c m p l a t o  l o w e r  p r i c e s  o r  a d d i t i o n a l  
s e r v i c e s ,  M o r e o v e r ,  a i n c o  a n y p r o v i d e r  w o u l d  be e n t i t l e d  t o  
c o n t r a c t  or. t h *  a a r e  t o rm a  ac o t h e r  p r o v i d o r a ,  t h e r e  w o u l d  be 
l i t t l o  i n c e n t l v o  f o r  p ro v id or a  t o  com pe t e i n  d e v e l o p i n g  
a t t r a c t i v e  o r  i n n o v a t i v e  p r o p o s a l s .  B ccauao a l l  o t h e r  p r o v i d o r a  
c a n  ’ f r a *  r i d e ’  or. a s u c c e s s f u l  p r o p o s a l  f o r m u l a t i o n ,  I n n o v a t i v e  
p r o v i d e r s  may l>o u n w i l l l n o  t o  baa c t h o  c o a t o  o f  d e v e l o p i n g  a 
p r o p o a a l .  Thua ’ any w i l l i n g  p r o v i d o r *  r e q u i r e m o n t a  may 
o u b n t a n t i a l l y  r « d u c o  p r o v i d o r  c o m p e t i t i o n  f o r  t h i i  aog roen t o f  
t h e i r  b u e l n e o s .

Reduced c o m p e t i t i o n  among p r o v i d o r a  f o r  P r o  b u c J r . c s a c a n  
r e s u l t  i n  h i g h e r  p r i c o o  f o r  s e r v i c e s  t h r o u g h  TP03 . Tho h i g h e r  
p r i c o #  f o r  c o v o r o d  s e r v i c e s ,  an w e l l  nn t h e  i n c r e a s e d  
a J m i n l u t r a t i v w  c o i i t u  a a i i o c l a ’. u d  w i t h  h a v i n g  t c  d o a l w i t h  many 
mure p r o v i d o r c ,  may r a i n e  t h o  p r i c e *  t o  n u t o c r x b n r e  f o r  p r e p a i d  
h o a l t h  c o c o p to g iam - j ) , o r  may f o r c e  t h e c c  p rog ram . * t o  r o d u c o  
b c n u f i t a  t o  a v o i d  r a i s i n g  t h o s e  p r i c e s .

Tho Honorable JOBoph T. Kazurok
Pago 6



M o r e o v e r , r e q u i r i n g  p ro g r am s to bo opon t o  moro p r o v i d e r a  
may n o t  g i v e  t h o  c o n s um o r b o n e f i t *  f r o m  g r o a t o r  c h o i c e ,  
f i u b e c r i b e r o  may a l r e a d y  chooao o t h e r  t y p o n  o f  p r o p n ym o n t p r o g r a m s  
w i t h  f o v n r  l i m i t s  on t h e  p r o v i d e r s  f r o m  w h i c h  t h e y  n a y o b t a i n  
C o v e r o d  l o r v i c c o .  I n d o o d ,  by r e d u c i n g  t h o i r  c o m p e t i t i v e n e s s  w ith  
o t h e r  k i n d #  o f  t h i r d - p a r t y  paymen t p r o g r am a , r o q u i r i n g  PPOo t o  
g r a n t  opon p a r t i c i p a t i o n  na y r e d u c e  t h o  m im b o r , v a r i e t y ,  and 
q u a l i t y  o f  p r e p a ym e n t p rog ramA a v a i l a b l e  t o  c o n a u n o r a  w i t h o u t  
p r o v i d i n g  any a d d i t i o n a l  co naum c r b o n e f i t .

Tho H onorab le  J o o r p h  P. Maturck
Pago 7

V. Conclusion.
•  # 4 

I n  * u n n a r y ,  ve b o l i o v c  t h o t  ' a n y  w i l l i n g  p r o v i d e r *  
r o g u i r t m u n t e  r a y  d i a c o u r a g c  c o m p e t i t i o n  among p r o v i d o r a ,  i n  t u r n  
r a i s i n g  p r i c s e  t o  co n s um e r s and u n n e c c o e o r i l y  r e s t r i c t i n g  
c o n s um e r c h o i c e  Jn p r o p a i d  h e a l t h  c a r e  p r o g r a m ,  w i t h o u t  
p r o v i d i n g  any o u b i u a n t i e l  p u b l i c  b o n u f i t .  Vo hopo t h o a c  commen ts 
a r e  o f  a « a i s t a n c o .
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111 B u d  .P t lh i n
The Honorable Ocor|c J. Mitchell 
U.S. Senate
W aih ing ion , D C  2051C
Dear Senator Mitchell:*

In in  e ffo rt to promote b ilic  cohsurr.cr protection;, the National Asioeiation o f 
Jruu ta fic j C cm m iutoncrs ’ Special Committee oh Health C ire  R e /cm  (the “NAJC 
C om m ittee ")1 hat recently tent two leiwn to you and your fe llow  Congrciiional Icadar* 
sitting fo rth  several recommendttioni renting to iclf*f’jndcd plant and conirnu fi lt ra t in g  
(th« la tt correspondence, dated July 2 7 ,1J94, j ;  enclosed for your convenience). T h li 
le tter expand; upon the rtccmmcndetlonj (n our prior ccrM ipondmee.

•
Sol*ncy Atqulrcnuntt fc r U lJ-Fuu td  f l i r j
In July, the N A J C  Committee recommended that the telf-funding threshold for 
employee be ict at a group lizc of SCO or more employees. The N A l C  Committee 
recommends further that minimum idvcncy requirement! be aitiblished for all 
e m p’oyer-ipor.icred act! funded plan that provide health car: coverage. Under any 
federal health care reform proposal, the NAJC Committee believes that states should be 
charged with implementing these solvency ttandirdi.

Over the years, states have gained experience In developing and enforcing solvency 
nandirdi In connection with the regulation of various rypu of health coverages. For 
example, suus activoly supervise the financial condition of Insurance companies, Blue 
Cron'llut Shield plant, health maintenance orginiuticm. preferred provider 
organisations. worker/ compensiilon unless, and ditablllfy Inmcri, among othiri. 
T/adttionatly. statai hxvt utad a myriad of solvency tocli to protect conlumcrt from  ih« 
potential harm of hflllh plan Insolvencies, Including: minimum deposit and resirve 
requirements, capital and icrplwi ot rUk-Sucd capita! requirement!, financial ICViewi 
and audits; reinsurance or iiop^ou proWitcm; nold/harmiaii requirements; and/or 
guaranty fundi

* a i  , by k n c * .  im  M t i ln u  A U J in t ' i i  c l l a i y i i u i  C tA a v iu U n ra  fMAtr>. U j M i d  In l f t  J. u iM  

nation a t i t a n  &A4»<mlen *< i n n  oaa'-i c ru u u . (o r ;«M t f  at ihr i v i f  inuirenc# ffjvlaJOM in me (tft) 
. . .  i  l o c i .  C u 1"  I v t n *  Aue viraln lUentfi

H'i ~
‘ ?j  »c.». o:»j v s a . e  'Ji, 22  | 3 j



Auguit 10 ,1594 
P ig * Two

C a p ' j o f o n  a n d  S/lf'fundtnt

The NAJC Committee re a ffirm  the belief thit when ttlMwndcd employers reimburse 
ln e lr  employe* h«alth care coeti through u p i i iu d  payment arrangemenii Of through 
o her transfers o f  financial ritX to providers. provider group*, or other ouulde amities, 
there arrangements are eubjcct to state regulation.
Abllliy to C o m m u n l t y - P t  u

)n July, the NAJC Committee recommended thit i l l  health insunnct policies offered to 
group* with fewer th in  50C employees be community-rated. In part, this position rt/ lie tr 
the NAJC Comm ittee'! concern th#i the community-rated pool jhould be i t  large a* 
po is lb lt to m jju m iic  the iflrc id lng cf the con of Ir.iunncc coverage among various 
population groupings. To this end, the NaJC Commune now alto recommends that all 
policies »o ld to ind iv idual! Inducing both the standard benefits package and 
supplemental coverage be communiry raicd In the asmc manner at group coverage.

Furthermore. the N A 1C Committee believes th il health plans should hive the option to 
corr.mumfy-raic p y iic .a  so ld  to amployara with JOG or more employees. In conjunction 
with this recommendation, it it imperative ih it precautions be taken, either through 
m in im um  participation requirements or special istc iim ints . to snsun that large 

employer! do not take unfair advantage of the ccmmunlty-iitcd market. Also, safeguards 
should bf implemented to ensuit the felr merVtting of health eare coverages. Including 
community-rated policies, by health plans.

fo r t ie s  ih t CommurJryP.ottd Pfsduai

The N a IC  Committee alto rceomrr.ends that the mccical con component of the 
premiums for Individual and group pc.'Ulc*. Including both the standard benefits package 
and supplemental coverage, be incorporated into the same cammuniry-riicd pool Tor 
each health p lan . W ith  regard to the technical aspccu of pooling the medical ctttt, lome 
flexibility m ay be needed to accommodate the various rypn of supplemental coverages is 
they are pco led . The NAJC Committee recommends further th it health plift 
administrative or overhead onus ( e g . salaries, rsnu, uses and eommisiions) is  a portion 
o f ih t  prem ium  should be c iiarly Idcntifiabli and should not be included in the 
ccmmunicy-nted poo), tn o id e ; to encouregc competition and efficiency among health 
plans. Funhsnr.o rc , s ia t ii should tc perrnltud to e it ib llih  appropriate reguletory 
atandardi for the administrative and oveihcad costs so that they do no: become a device 
used by health plans to circumvent the communlty-fltlng requirements



A u f utt 10,1994 
Pa*» Th/e*

Supplimtmal CovttAft

The N A lC  Committee recommend! thit coverage luppleme.nia! to the standard benefit 
pacXegt be community-rated as referenced abov*. Th* Na JC Committee euppom the 
requirement o f hcslth plans offering thcie supplemental policies on a guaranteed itsut '* 
b an ; and opposei the offering of eupptemcntii coverage thit in any way duplicate! 
to voM jt provided In the eiandard benefits pirn (such is dread discnc covc/tfc).

Any WilHnj FrovLdtr P/avhicrj

The N a JC  Committee be iiivet that "any willing prcvidtr'* provisions comptomlte the 
ability of managed care organiutions to offer qualiry and coit-effcctive cere. This fype of 

provision n a y  force managed eire erg in iutton i to accept any provider that U w illing to 
meet the term* m d  condition! of the htilth  plan. Ccnsunere would not be ^ e l! sarvid if 
health plane hive to accept leu qu itted  p*ovideri in their provider networks and if the 
ability of health plena to negotiate volume diicounts h reduced as the number of 
participating p rov ider! in the ncr*cr)ui Ir.criai*. Moreover, atati insurance regulators do 
not believe that the adoption of in  -any w illing provider” requirement it the p/opci 
means to ansurc appropriate consume: acccis 10 providers or consumer choice of 
provldtre.

T h e  NAJC m i m b e n  continue 1 0  lo o k  fo rw ard  to w o rk in g  wiih Congress on the te c h n ic a l 
iniurancc*ieietcd dc itils o f federal re fo rm  measures to help er.iure its proper direction 
and tucccjjfu ! Implementation. W t would be happy to anjwer any  questions and provide 
you with any additional background Information upon request. I f  you h « v «  any quaitlort!. 
please contact Carry Carrca! or Nicole T ip s y  in the NAJC'i Washington, D .C . office at 
<202) 624-7750.
Thank you fo r you r consldcrat.on c f these recommendations.

Sincerely,

frcsldcnt/s'AJC
.D ir e c to r . A la s k a  D iv is io n  o f  In s u ra n c e

E n c lo s u re

cc. M cm ocn o f  Cong»*u

0 9 a
Cm i  h * , 1  ( f j j  p o a i ' l w >r» i. lO  C £ . J l  U i i



A What Are "Any Willing Provider" Laws?
\nv W illin g  I'rovu li r i \W I’l l.iw s ,ippK in  am and .ill Ikm Ii I i 

cute network' in c lud ing  Ik m Ii I i it i.n n t in .iiu c  organ ization ' 

'I IM * > ')  and preferred prov ider organizations t l ' I I M  

'in ip lv  put. \W I’ h i l l '  tnandatc ilt.it certain tvpcs «>t Itcalilt 

carc p n iM ilc rs ~ lik e  phvs ieunv In i'p t la lv it r  pharmacies—  

m ii't  have the opportunity lu c n lc r  health n c tu o rk '. even 

tl the tie (Works already have enough 'lic it  p n m d e rM ir  have 

im  real rued n l t i l l '  particular a p e  n l provider

Many clillcrenl c e r 'tn ii' of AW I* legislation cxiM  'n in e  

AW 1* h ilN  luce  Ih c ii signed in to law and nunc n m iv lu v v  

U n i  pn>|»iwd m 't.ile lcui'latiir\> ac n i"  the country

A What Is Wrong with "Any Willing 
Provider" lows?

\WP l.iw s trite lie re- w ith  the ahihU  n l health p la it ' t o io n  

tract selectively w ith  prouder* H ue  drive up  n i'!»  and 

c rude c ou ra ge  Ih e  end a  'tilt i '  a marked d e ire a w  in the 

n e tw o rk '  calite to con 'unuT*

Network health p la it ' aclticce M lu t "  he negotiating w ith  

prn\ider> Hicy o ile r  provider* an a " t ta d  'ii'ta inah le  and 
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A Should Government Tell Business 
Who to Hire?
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further government im n iw on  into lumLnnental r ig h t ' AWP 
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„Y Consequences of AWP
W ill)  'o a r in g  p rc iim in '' less cn iiip re lie ns i'e  l iu u ' l i lv  

.m il letter |>l.ins In mi whic li tn c h n n w .c v i r more people 

.m il husjnesses w il l forego cover,ige altogether or w il l 

make pam tiilc  , ’ . ! .  e is jonstli.it w ill curtail Imsi-

ness g row th  o r mobility I mployees w il l lo w  cou ra ge . 

eM ieerli.ilm g the dow nw ard  m m  m the nu inher ot pri 

vatcly insure il j iK liv iil ii . ils .m il stra in ing Mate resources

,Y Who's Pushing This Legislation?
Ihe  \im rie .in  Medical \ssoiiaiion i \ \ | \ i ami medical, 

dental, and pharmacv societies are lobbying tor such laws, 

w hich guarantee employment, and p ro m t incomes and 

p m fils -a t  least m the short run

,Y Do All Providers Support AWP?
No Mam providers including the V ncruan  llospu.il 

\svH ia tio ii i|iiesiion the wisdom ot \ \ \ l *  legislation \s 

more doctors and hospitals lorn i their own networks or 

err ate group practices) which can then contract w ith  health 
nclw orksi tlic i arc rev giti/ing the costs and inctiu icriuce 

of contracting w ith  evtrv provider in a conmnimlv

some providers rcali/c that in the long run \WP laws w ill 

undermine the incentives lor p lm iu a n s  to participate in 

health networks thus destroying ih c ir economic vialvhty In 

d io rt \ \ \P  threatens t > eliminate network carc and some 

providers do not want that to liappen

„Y Who's Opposing AWP?
I lealili plans Imsmess ( ,wners ami c < msunKT gn >u|ts i ippos* 

MX I* In aikhiKiii tin - National tiovcfnofs Vsvicutton ius 

p m e  on record agamst \W p numlatcs ami n u in  prvem ors 

luve  veil*cxl sm h lcyysiii»m

Ird c ra l track' (im tnussiori o iu lw -s  o| \ \ \ | ’ Iu m  raised 

antitrust concerns I ' l l  stall luve Doled l lu t  \ \ \ I *  Lives 

promote hrglwr priee-s and tern) to imnccesMnh n u n d  

consumer dunce in pa pa x l iK a lili can program* wulhnit 

pnivklm g am Milwianiul pulvbc benefit the  kaclefsJup n| 

die N a im u l \ss .<um >D "tlnsu rjm e<  « m m is*io ne r*iI« ilu * 

s|s »kcTi t mt avyuw  MX P

Under Any Willing Provider lows, 
government steps in and diminishes the 
ability of health networks lo offei consumers 
value for their premium dollars. This is con­
trary to sound public policy and sensible 
business practices.

Public policy must protect ond enhance the 
diversity of health coverage models and 
products that now exists and that may he 
developed in the future. Ihe consumer and 
purchaser marketplace will then let its 
preferences be known. To maintain quality, 
business prosperity, consumer choice, and 
value, it is critical that network health plans 
remain a competitive option lor employers 
ond employees,
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Aetna L ife  Insurance Company
Aetna Health Plant Steven M. LcBrun
Suite 16CO Century Squire Senior Account Manager
1501 Fourth Avenue (206) 467-2803
Seattle. WA 98101 Fax: (206) 467-2087
Mail: P.O. Box 91032 (98111-9132)

April 4. 1995 
Marianne Burke, Director
Department o f Commerce and Economic Development 
Division o f Insurance 
P.O. Box 110805 
Juneau, Alaska 99811
R E : P re fe rred  P ro v id e r A rrangements
Dear Director Burke:
This letter provides comments and analysis relative to the discussion paper recently drafted by your 
department staff concerning managed carc insurance arrangements in Alaska. An Aetna Health 
Plans attorney in our Law and Regulator)' Affairs Department was the primary reviewer and is 
available for follow-up discussions or clarification. Satisfactory resolution o f this issue is o f 
significant concern to Aetna, to our employer plan sponsors, and to our enrolled state, municipal, 
and pnvate-scctor plan members. Currently tens o f thousands o f Alaska residents arc insured 
under one or more type o f preferred provider arrangement offered by Aetna Health Plans in 
conformance with our previously-approved managed carc form filings.
The following are our comments, follow ing the order o f commentary in the DO I document titled 
"Discussion o f AS 21 .36 .090(d ), (c), and PPO s."
Discussion of AS 21.36.090(d), (Pages 1-2 of the paper)

This discussion concerns discrimination between type o f licensed providers
In our opinion, nothing contained in this section supports the prohibition against benefit
differentials. Benefit differentials apply only on the basis o f whether a
provider has contracted for network participation. Strictly speaking, the
type o f liccnsuxc has nothing to do with whether a provider is preferred or
nonprcfcrrcd. The only thing that matters is whether the provider has signed
a provider contract with Aetna.
For example, if an individual receives treatment o f a back injury, and the 
treatment is covered and within the scope o f the license o f the provider that 
rendered the treatment, then it docs not matter whether die provider is an MD 
or a chiropractor. I f  the provider is a network provider, the benefits are paid 
at preferred. I f  the provider is mu in the network, the benefits arc paid at 
nonprcfcrrcd. regardless i f  the provider is an .MD, chtro or whatever.
The discussion paper consistently refers m AK 21 36 090(d ) 3\ prohibiting
all discrimination, which is inaccurate What is prohibited is UNFAIR
discrimination, and we believe there is a difference. Under the state's interpretation.
you must treat all providers o f covered services exactly the same. Unfair
discrimination infers that some distinctions, differences or "discriminations’ me allowed, but must
be made or be structured on a fair basis.
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Discussion of PPOs, (Pages 2 - 4)

The discussion paper first starts out by saying that the state DO! had traditionally focused on a 
single statute for its position that PPOs are not authorized in Alaska. This 
is a statute that allows direct payment o f benefits to providers It contains a 
prohibition against policies requiring that services l>c provided by a 
particular provider.

•• Aetna'* PPO policict do not require that covered services be provided by a. : 
particular provider in order for the service to be reimbursed Our PPO 
policies reimburse all medically necessary, covered services rendered within the scope 
o f  a piovider’s license, regardless o f whether a network provider utilized.
While the rate o f reimbursement may differ, it is a reasonable differential and does 
nut rise to the level o f denying access to non-network providers.
Aetna would tend to agree that Uiis language prohibits insured exclusive
provider arrangements, whcic no benefits arc paid unless the covered
individual uses a network provider. However, under a PPO plan design, individuals are
free to choose any provider fo r the provision o f covered services. Alaska Statute
21.54.020 docs not support the. position that an insured PPO is not authorized
under state law. None o f the other states which have enacted "direct pay"
provisions has taken the position that such a provision prohibits insured
PPOs. Aetna lias, however, consistently taken the position that direct pay laws may
prohibit insured EPOs.
The commentary then describes how the statutes under the service corporation 
statutes authorize Blue Cross to cntci into provider contracts with providers and 
subscription contracts with employers. Subscriber contracts arc contracts 
under which the entity agrees to provide or provide access to covered services to an 
employer on the basis o f a period, prepaid basis.
The author opines that the insurance definitions do not allow an insurer to 
enter into subscription contracts o f the type contemplated by the mcd7$urg service 
corporation statutes. In fact, Aetna would agree that, as an insurer, if 
isn't authorized to issue an subscription contract. What Aetna is doing is 
issuing a insurance contract, not a subscription contract. We are not agreeing to 
provide care or access to carc, but arc instead agreeing to indemnify for carc 
received.
The fact that the service corporation laws allow service corpoiatiow to offer 
prepaid health plans ubich contain a network component, should not be 
interpreted as prohibiting insurance companies from issuing insurance contracts 
which contain benefit differentials which invent the us^ o f network providers 
Nothing in the service corporation l a w s  M a te  that only scivirc corporations 
may enter imo contracts with piovidcrs I hcsr laws merely allow service 
corporations to do so
Likewise, nothing m the insurance statutes prohibit , insurance companies from

Aetna I ife Insutance Company
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entering into contracts with providers, nor is there any prohibition against 
issuing an health insurance policy (which is NOT a prepaid subscriber 
contract) containing reasonable benefit differentials. While it is true that there is 
no affirmative authorization given in the statutes to engage in these activities, 
the Jack thereof should not be interpreted as a prohibition against them, 
especially where an insurer filed for and received insurance department 
approval prior to issuing these types o f insurance contracts.
The state says that a number o f states have felt constraints against allowing 
PPOs w ithout specific authorizing statutory language. We know o f only one state 
that took this position, New Jersey. However. N.J. made this position clear to 
carriers and did not approve insured PPO filings, unlike Alaska. (NJ recently 
adopted regulations that do permit PPOs.)
However, o f the 16 states that currently do not have PPO laws, NOT ONE has 
taken the position that insured PPOs arc prohibited. Aetna has insurance 
department approval in all o f these states to offer insuicd PPOs.
D isc rim ina tio n
Alaska cites Alaska Statute 21.36.090 (b) & (d) and states that an insurer 
that operates a PPO would he in violation o f this statute.
Section 21 .36 .090 (b ) basically states that an insurer can not, for 
individuals o f the same class, and essentially the same risk, unfairly discriminate in the 
amount o f premium, policy fees, rates charged for a policy, or in me benefits 
payable or any othci terms and condition o f the contract.
First, we believe this statute is designed to protect the covered individual (not a 
provider). Second, in the employer group context, ajl covered individual's 
under a PPO contract arc treated the same. I f  they go to a network provider, 
they receive preferred benefits. I f  they go to a non-network provider, they get 
nonprcfcrrcd benefits. There is no discrimination between coveted individuals 
o f  the same class The distinction is between what provider is used not who 
uses the provider and all covered individuals have to satnc ability to receive 
preferred benefits.
Finally, the state icfcrs to Section 21 360 90  (d ), which slates that an
insurer may not unfairly discriminate against a person w ho provides a covered serv ice
if the service is within the scope of the provider’s occupational license The PPO benefit
differential does not unfairly discriminate between providers While Aetna agices that too great
benefit differential may constitute unfair discrimination, we believe that benefit differentials o f
between 20T  and J0r r arc not inherently unfair
In suppoit o f this approach, we oflei the example o f Missouri, which, like 
Alaska, has not enacted specifu PPO legislation Missouri has an even more 
specific unfair discrimination provision than Alaska l/nlike Alaska. Mi>soun 
specifically states that an iiisutei can not unfaitly discriminate between

Aetna Life Insurance Company
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individuals in any manner, including not permitting insuicds "full freedom o f 
choice in the selection o f  certain licensed providers (physicians, 
chiropractors, etc.).
However, Missouri lias not interpreted this language to prohibit benefit 
differentials. Instead, the Missouri DO I took the position that benefit 
differentials were permitted, stating that "managed care incentives to utilize panel 
providers...continue to be acceptable when contract provisions and benefits 
provided are not unfairly discriminatory. (Provisions are considered unfairly 
discriminatory i f  they serve to penalize the member for using a non network 
provider. The MO DOI lias approved a 100/70 plan for use on an insured basis 
in M issou ri)
Again, it appears that no other state has relied on its unfair discrimination 
statutes to prohibit PPOs.
To summarize, none o f  the states that currently lack specific statutory 
authorization for PPOs have taken the position that insured PPOs are 
prohibited. In addition, the statutes cited in the state's discussion do not appear to 
support Alaska's arguments that PPOs offered by insurers amount to per sc 
unfair discr imination

Since the Alaska Department o f Insurance has already approved several managed care/PPO style 
benefit plan designs-in 1985, 1989, 1990. 1991, and 199?.*-Aetna is distressed that assertions arc 
now being made that such plans are not permitted on an insured basis under Alaska law. Preferred 
provider arrangements and managed care plan provisions have proven their value as a means o f 
providing cost-effective carc while promoting the quality o f care Both Aetna and (lie insurance 
plan sponsors we service are concerned about any statutory interpretations that would disrupt or 
adversely impact current and future cost management programs, products and initiatives The 
serious impact o f the proposed statutory interpretation would be to increase health insurance rates 
for most o f  our customers and to create an unlevel playing field o f competition in Alaska between 
insurers and hosptial/medical service corporations such as Blue Cross
Thank you for interest in this matter, and please contact me or Reed Stoops i f  we can provide you 
with additional information
R e g a rd s .

Steve IcB run

copies Robert Staln.iker, Director, Division o f  Retirement &. Benefits
Jim Hickey, Market Vice-President, -\einj llcahh Plans, Seattle

Aetna I ite Insmafwc Company



TONY KNOWLES, GOVERNOR

DEPARTMENT OK COMMERCE AND 
ECONOMIC DEVELOPMENT

DIVISION OF INSURANCE
P O. POX 110805 
JUNEAU. ALASKA 99811-0005 
PHONE (907) A05-2515

M arch  2 2 . 1995

The Honorable Tim Kelly
Chairman. Senate Labor <St Commerce Committee 
Alaska State Senate 
Room 101 State Capitol 
Juneau. AK 99801-11H2

D ea r S ena to r K e lly :

During and following mv testimony before your committee last Thursday. 
March 16. 1995. you asked fora written response to several questions. As I 
understand the request, the questions are:

What does AS 21.36.090(d) do?
Is AS 21.36.090(d) a mandate of coverage?
Discuss a generic form of AS 21.36.090(d).
Arc Preferred Provider Organizations (PPO’s) legal in Alaska?
What does proposed AS 21.36.090(e) do?

The attached discussion attempts to respond to these questions and 1 hope 
that it does so clearly. Attached to the discussion paper is an attachment 
providing the language for selected sections of the hospital or medical 
service corporation chapter in the Insurance Code. The second 
attachment is the NAIC Preferred Provider Arrangement Model Act. If this 
whole thing causes additional questions. I'll be happy to address them. My 
direct line is 465*2577. Thanks.

Re: S B  100

I n  i  I l f  u m i r c

Donald P. Koch. CIE 
Chief of Market Surveillance

Attachments



D ISCUSS ION  or AS 21.36.0911(d), <e), and PPO'S

AS 2 1 .3 6 .0 9 0 (d )
With the introduction o f SB 100. there lias been considerable discussion centered on the effect o f 
AS 2 1.36.090(d). This subsection o f law is in the section dealing with unfair discrimination 
issues in life and health insurance. Subsection (d> is focused on group health expense incurred 
types o f policies or indemnity type contracts. The statute states:

(d) Except to the extent necessary to comply with AS 21.42.365 and AS 21.56. a 
person may not practice orocrmit unfair discrimination against a person who provides a 
service covered under a group disability policy that extends coverage on an expense 
incurred basis, or under a group service or indemnity type contract issued by a 
nonprofit corporation, it the service is within the scope o f the provider s occupational 
license. In this subsection, "provider" means a state licensed physician, dentist, 
osteopath, optometrist, chiropractor, nurse midwife, advanced nurse practitioner, 
naturopath, physical therapist, occupational therapist, psychologist, psychological 
associate, or licensed clinical social worker, or certified direet-entrv midwife.

Certain policies o f insurers, any "group disability policy that extends coverage on an expense 
incurred basis." are impacted, as are contracts o f hospital medical service corporations any "group 
service or indemnity type contract issued by a nonprofit corporation."

W hat does AS 21.36.1190(d) do?
AS 21.36.090(d ) is intended to prevent an insurer or a hospital medical service corporation from 
discriminating against a provider who provides a service or treatment covered by its contract, that 
is performed within the scope o f  the occupational license for the providers’ profession.
An example would be a policy that provides coverage for treatment o f a headache. I f  treatment o f a 
headache can Ik* performed by a physician, a dentist, an osteopath, or a naturopath, under the 
occupational license o f each o f those professions, then the insurer cannot exclude treatment by any 
one o f them. This can and has generated some greater specificity concerning what is covered. 
Some coverages extend only to procedures in a hospital, such as anesthesia for a surgical 
procedure performed in a hospital. This obviously excludes some professions who do not have 
access to a hospital as a provider.
Concern has arisen that expansions o f the defined providers under this statute would result in 
increased costs as the myriad practices drive up costs. There has been no evidence o f that 
occurring and in fact some suggestion that the opposite is true. In past hearings concerning 
tevisions to this statute, there has been testimony presented to the effect that the care or treatment 
can be provided by some professions at a reduced cost. In any event, insurers have and currently 
use tools fo r controlling this concern. The primary o f these is the use o f indemnification or 
reimbursement at the usual customary and reasonable charges for a service or treatment. 
Copayment and deduct.ble features arc also utilized. An additional tool is a reasonable review o f 
the medical necessity o f a procedure or treatment. Specificity in ihe contract language as to the 
extent and limits to coverage is also appropriate, fo r  example, there is a difference between 
counseling and psychological counseling which the insurer can precisely rcllcct in its coverage 
structure without engaging in an unfair discrimination among providers.
The logic given for this statute over the years has been that if the state licenses a provider to 
perform services or procedures within a stated scope o f practice, it has established a policy to allow 
that profession to practice. It would therefore lie inappropriate to allow that profession to be 
discriminated against by insurers.

Page I



DISCUSSION OF AS 21.36.090(d), (e>. ;md PPO'S

Dues (his statute constitute a mandate o f  coverage?
The Division o f Insurance comends (hat AS 21.30.O9Qi cl > is not a mandate o f coverage, It does 
not tell an insurer that it must provide particular coverages. It merely states that it the coverage is 
provided, the insurer cannot discriminate against a listed practitioner who can provide the service 
or treatment within the scope o f practice tor that profession.

Is the listing o f  p rov iders in AS 21 .3 6 .0 90 (d ) the on ly  way to address 
d isc rim in a tion ?
AS 21.36.090(d) was lirst enacted in 1966 (Sec. I ch 120 SLA 1966) and defined provider as a 
state licensed physician, dentist, osteopath, optometrist, or chiropractor. It was amended on a 
number o f occasions adding the following professions:

nurse midwife Sec. I ch 80 SLA 1983
advanced nurse practitioner Sec. 1 c h 5 6S LA  19X8
naturopath Sec. 28 ch 2 FSSLA 1987
physical therapist Sec. 28 ch 2 FSSLA 1987
occupational therapist Sec. 28 ch 2 FSSLA 1987
psychologist Sec. 139 ch 67 SLA 1992
psychological associate Sec. 139 ch 67 SLA 1992
licensed clinical social worker Sec. 139 ch 67 SLA 1992 
certified direct-entrv midwife Sec. 1 ch 5 1 SLA 1993

SB 100 proposes to add the following professions to the definition o f provider in 090(d): 
physician assistant 
acupuncturist

By defining "provider”  in t h i s  way. licensed professions not listed in 090(d ) effectively can he and 
;ire discriminated against. I f  the argument is accepted that legislative enablement o f a particular 
medical profession constitutes a legislative policy decision to allow that profession to practice and 
that it is inappropriate to permit discrimination against that profession, then there is another method 
o f achieving discrimination protection. This can be done by revising the existing 090(d ) to remove 
the last sentence which contains the definition and by making minor editorial changes in the first 
part o f the statute as follows:

<d) Except to the extent necessary to comply w ith AS 21.42.365 and AS 21.56. a 
person may not practice or permit unfair discrimination against a person w ho provides a 
service covered under a group disability policy that extends coverage on an expense 
incurred basis, or under a group serv ice or indemnity type contract issued by a 
nonprofit corporation, if the service is within the scope o f  the person's (PROV IDER'S ) 
occupational license. |IN  TH IS SUBSECTION . 'PROVIDER'' MEANS A STATE 
L ICENSED PHYSIC IAN . DENTIST. OSTEOPATH. OPTOMETRIST . 
CH IROPRACTOR. NURSE M IDW IFE . ADVANCED NURSE PRACTITIONER. 
NATUROPATH. PHYSICAL THERAPIST. OCCUPATIONAL THERAPIST. 
PSYCHOLOGIST. PSYCHOLOGICAL ASSOCIATE. OR LICENSED CLIN ICAL 
SOCIAL W ORKER . OR CERTIFIED  D IRECT-ENTRY M IDW IFE .)

P re fe rred  P rov id e i O rgan izations
For some time the Division o f Insurance has focused on a single statute a s  the b a s i s  for the position 
that a Preferred Provider Organization t PPO) is not authorized in Alaska. That statute is  A S  

21 .54 .020 (a ).



DISCUSS ION  OF AS 21.36.090(d). (e), and PPO ’ S

AS 21.54.020. D IRECT PAYMENT OF HOSPITAL. MEDICAL SERVICES, (a) An 
insurer may, and upon written request o ft  lie covered person shall, within 30 working 
days alter receiving a proof o f loss statement, pay indemnities under a group disability 
policy directly to the provider o f the hospital, nursing, medical, dental, or surgical 
services. The policy nun not contain a provision rap/inny that services he provided by 
a particular hospital or person, except as applicable to a health maintenance oryaniration 
under AS 21.Kb. I f  the insurer pays indemnities to the covered person after the covered 
person has given the insurer written notice in the proof of loss statement o f an election 
o f direct payment o f indemnities to the provider o f the service, the insurer shall also pay 
those indemnities to the provider o f the service. (Emphasis addedi

There are several other statutes that, taken collectively, require statutory' change before PPOs 
could operate in Alaska. This docs not represent an opposition to the PPO mechanism, merely that 
the statutes do not currently provide lor that mechanism.
How Blue Cross does it
Some of the PPO issue arises Irom the way that a hospital/medical service corporation, primarily 
Blue Cross (hereafter Blue i. operates coupled with the tact that other insurers would like to be 
able to do those things as well. Blue is authorized under AS 21.87. It delivers health care 
coverage through the use ot two contracts. The first contract is a providers contract in which a 
medical care provider agrees io provide services and agrees ro a level o f remuneration Irom Blue 
for those services. Blue then sells a second contract to the end recipient o f care. This contract is a 
subscription contract which provides access to the contracts it has entered into with the providers. 
This contract also provides what is intended to Iv  incidental indemnity coverage so that carc may 
be provided on a non-subscription basis. Sec AS 21.87.070(3*. (4 ). I2 ()iu )l2 ). 130(a)(2). 140. 
150. and 160 attached to this discussion.
These provisions effectively allow a different benefit to l*e provided for the subscription basis than 
for the indemnity basis. Note that AS 21.87.160(b) i2 ) infers a difference bv its use o f  the phrase 
" if any."
How an insurer docs it
An insurer is defined in AS 21 90.9(M)i24i as an indemnitor in the business ol entering into 
contracts o f  insurance. Note also the definition o f insurance in AS 21.90.900(22).

AS 21.90.9(H). DEFIN IT IONS FOR TITLE . In this title, unless the context requires 
otherwise.

(22 ) insurance" means a contract w hereby one undertakes »o indemnify another 
or pay or provide a specified or determinable amount or benefit upon determinable 
contingencies:

(24 ) "insurer includes a person engaged as indemnitor, surety, or contractor in 
the business o f  entering into contracts o f  insurance or o f annuity:

These definitions do not appear io allow an insurer to enter into subscription contracts o f  the type 
contemplated by AS 21.87. An insurer is not an AS 21.87 corjxiration. An insurer is an 
AS 2 1.09 corporation. It must have specific authorization to do ihe kinds o f dungs a Blue can do. 
To accomplish this it must seek an authorizing statute.
Discrimination
A more relevant cite is AS 21.36 09()ibi Ac id), which deals with unfair discrimination.
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DISCUSSION  OF AS 21.36.090(d), <e), and PPO ’ S

AS 21.36,090. UNFAIR D ISCRIM INATION .
(b) A pc i son may not make or permit unfair discrimination between individuals o l the 

same class and o f essentially the same hazard in die amount o f premium, policy Ices, or 
rates charged for a policy or contract o f disability insurance or in the benefits payable, 
or in any of the terms or conditions of the contract, or in any other manner whatever. 
(Emphasis added)

(d ) See page I.
AS 21.36.090(b) impacts only insurers Inn not Blue because it docs not contain the phrase "a 
group service or indemnity tyjx: contract issued by a nonprofit corporation", while AS 
21.36.090(d) impacts both. I his is important because the limits placed on an insurer for the forms 
o f prohibited discrimination are very broad and would appear to provide a barrier without other 
statutes. In particular, the phrase in the benefits payable, or in any o f  the terms or conditions o f 
the contract, or in any other manner whatever" appears to he a barrier.
Conclusion regarding !*!*< ) ‘ s
The Division o f Insurance believes that an insurer operating a PPO would be m violation o f  AS 
21.36.090(b). flic Division is uncomfortable with the notion that a PPO can l>c operated under 
current law without specific authorizing language. We do not believe that this was intended by the 
legislature when it dratted the various statutes cited. A number o f states have felt similar 
constraints and specific statutes have been adopted. The National Association of Insurance 
Commissioners has prepared a Preferred Provider Arrangements Model Act which is attached to 
this discussion. For example. P P O \ operate i.) Florida, but Florida has an enabling statute.

W hat does proposed AS 21 .3 6 .0 90 (c ) do?
The work draft CS lo r SB IOOi L&C) dated 3/15/95 adds a new subsection (e ) to AS 21.36.090 
which reads:

ic) Except a s  otherwise required by law. a person may noi unfairly discriminate against 
a hospital that provides a service covered under a group disability policy that extends 
coverage on an expense incurred basis or under a group service or indemnity contract 
issued by a corporation, if the service is within the scope o f  the hospital's license. In 
this subsection, '‘ hospital" l i a s  ihe meaning given in AS 18.20.130.

This section appears to move aw uy from managed carc and PPO's. As to insurers, this causes no 
conflict with the Division’ s existing view o f statute. However the impact on hospital or medical 
service corporations is substantial. This proposal would entirely restructure the way these 
corporations must operate and would further require a redrafting o f much o f AS 21.87. A hospital 
or medical service corporation is not an insurer, b is a prepaid health care service organization. As 
noted earlier, under the discussion on PPO's and "How Blue Cross docs it.”  a hospital or medical 
service corporation delivers health carc coverage through the use o f  two contracts. The first 
contract is a contract with a hospital or medical service proud r in which the provider agrees to 
provide services and agrees to a level o f remuneration for iliose \cr\ ices. The hospital or medical 
sor\ ice corporation then sells a second contract called a subscription contract to the end recipient o f  
carc. Thus the subscription contract provides access to the service contracts entered into by the 
hospital or medical service corporation.
AS 21.87.150 (language appears on page 2 o f Attachment w l) governs the hospital service 
agreement while AS 21 .87 .16 0 1 language on same page) governs the subscription contract. 
Rearrangement ot these sections would ho necessary' with imposition o f  090(c>.
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D ISC I SSION OF AS 21.36.090(d), (c). tind PPO ’ S

The contractual structure under which a hospital or medical service corporation operates avoids the 
need for the usual capital and surplus requirements applicable to an insurer. This is because the 
contract contains provisions that ate a financial obligation on the part o f the provider. I f  a 
noncontract provider or hospital is al forded the same status a s  a contract provider or hospital 
without the obligations imposed by the contract, it would follow that there would be no reason for 
a contract provider or hospital to maintain that contractual relationship and contractual obligation 
since they would be in the same condition without it. However, with this proposed change, a 
corporation formed under AS 2 1 .87 would be no different than an insurer, except that it would not 
have any financial backup. I f  that occurs, then it would be simpler to repeal AS 21.87 and provide 
a mechanism for anv existing corporation formed under AS 21.87 to become an insurer under AS 
21 .09 .
This subscription contract also provides what is intended to be incidental indemnity coverage so 
that care may In.* provided on a non-subscription basis. 090(e) has the potential to increase the 
incidence o f indemnity utilization to the point that a corporation formed under AS 21.87 could no 
longer operate as intended.
One additional factor that may lv  relevant to consideration o f this provision is AS 21.87 .070(3 ) 
which states:

AS 21.87.070 QUALIFICATIONS FOR CERTIFICATE OF AUTHORITY . The 
director may not issue or permit to exist a certificate o f authority to be or act as a service 
corporation to a corporation vv Inch d o e s  not fu lfill the following qualifications:

(3> if a hospital service corporation, it must have in force at all times while so 
authorized, serv ice agreements with participant hospitals located in the areas o f the 
subscribers' residences, convenient as to location and sufficient as to capacity and 
facilities reasonably to lumish the hospital services provided or proposed to be 
prov ided by the corporation to its subscribers;

I f  the reason lor consideration o f 090(c) is an actual discrimination against a hospital, then a review 
under AS 21.87.070(3) may be a more appropriate way to proceed before eliminating AS 21.87.

Attachments
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Selected Hospital/Medical Service Corporation Statutes
Attachment ft I

AS 21 .87 .070 Q U A L IF IC A T IO N S  FO R  C E R T IF IC A T E  O F  A U T H O R IT Y . The
director may not issue or permit to exist a certificate o f authority to Ik* or act as a serv ice 
corporation to a corporation which does not fu lfill the following qualifications:

• 3) if a hospital service corporation, it must have in force at all times while so 
authorized, service agreements with participant hospitals located in the areas o f the subscribers' 
residences, convenient a s  io location and sufficient as to capacity and facilities reasonably to 
lurnish the hospital services provided or proposed lo be provided bv the corporation to its 
subscribers:

(4 ) if a medical serv ice corporation, it must have in force service agreements with 
participant providers located in the areas o f the subscribers' residences convenient as to location 
and sufficient in numbers and facilities reasonably to furnish the medical and surgical servicer, 
provided or proposed to Ik* provided by the corporation to its subscribers;
AS 21 .87 .120  S E R V IC E S  AND BE  NT! F IT S  W H IC H  M AY BE  P R O V ID E D . 
M E D IC A L  S E R V IC E  CO RPO RA T IO N S* f i l l A medical service corporation shall have the
right to provide to u> subscribers part or all o l the follow ing services and benefits only

( 1 1 medical and surgical services lumishcd to the subscriber by participant providers; 
(2 i indemnity in reasonable amount with respect to medical and surgical services 

furnished to the subscriber by nonparticipant providers, but subject to AS 21.87 .070(4 );
(3 ) indemnity m reasonable amount with respect to hospital services furnished the 

subscriber while under the care and treatment o f a participant provider or under the carc and 
treatment o f another provider upon referral by a participant provider;

(4 ) indemnity m reasonable amount with respect to appliances, prosthetics, and similar 
devices and replacements, and ambulance, x-ray. physiotherapy, and similar services.

t lx  This section docs not prohibit the corporation Irom acting as compensated servicing agent 
as to health care services io he provided by a public agency, or under agreements between other 
panics not solicited by the corporation
AS 21 .87 .130  SERV IC  ES AND B E N E F IT S  W H IC H  M AY BE  P R O V ID E D . 
H O SP IT A L  S E R V IC E  C O R PO RA T IO N S , ta> A hospital service corporation shall have the 
light to provide to i t s  subscribers pan or all o f the following services and benefits only:

11) hospital services lumishcd to the subscriber by participant hospitals:
(2 ) indemnity in a reasonable amount with respect to hospital services furnished to the 

subscriber by nonparticipant hospitals, but subject to AS 21.X7.070i3l;
(3> indcmnitv in a reasonable amount tor other health care services, as dclincd in AS 

2 1 .8 7 .3 3« (h .
(b ) This section does n o i  prohibit the corporation from acting as compensated servicing agent 

as to health carc serv ices to tv provided by a public agency, or under a g r e e m e n t s  between other 
panics not solicited In the corporation
AS 21 .87 .140 M E D IC A L  S E R V IC E  A G REEM EN TS . ia> A medical service 
corporation shall cmcr into service agreements with providers licensed by ilie state only.

ib i Each service agreement shall require die participant providers to furnish to subcenbers o l 
the service corporation the medical or surgical services, or huh . that arc. under the subscriber % 
contract, to be lumishcd by participant providers Tins obligation to furnish the service, as 
provided for in the subscriber s contract, shall be a direct obligation of the participant prov iders to 
the subscribers a s  well a s  to the service corporation.

t o  Each service agreement shall further effectively provide in substance that
1 1) 'he participant provider shall he compensated for services rendered to a subscriber 

in accordance wuh a schedule oi fees contained in the agreement or attached to and nude a part ot 
the agreement, and that the participant provider may not request or receive from the service 
corporation compensation lor the s e r v i c e s  which is not in accord with ihe schedule:
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Attachment ft I
Selected Hospital/Medical Service Corporation Statutes

(2 ) compensation lo r services may he prorated and settled .a ler the circumstances and 
in the manner referred to in AS 21.87.300;

(3 ) il the participant provider withdraws from the agreement, the withdrawal may not 
he effective as to a subscriber's contract in force on the date o f the withdrawal until the termination 
o f the subscribers contract or the next anniversary of the subscribers contract, whichever date is 
the earlier.

(d) The proposed lonn o l the service agreement shall Ik* filed with the director and is subject 
to the approval o f the director under AS 2 1.87. ISO
AS 21 .87 .150 H O SP IT A L  S E R V IC E  A G REEM EN TS , tai A hospital service 
corporation shall enter into set vice agreements with hospitals approved or licensed by tho state 
only.

<bi Each service agreement shall require the participant hospital to lurmsh to subscribers o f 
the service corporation the hospital services which arc. under the subscriber's contract, to be 
lumishcd by participant hospitals; and this obligation to furnish the service, as provided for in the 
subscriber s contract, shall he a direct obligation o f the participant hospitals to the subscriber.1 as 
well as to the service corporation.

(c l Each service agreement shall further effectively in substance provide that
11) the participant hospitals shall be compensated for serv ices rendered to a subscriber 

in accordance w ith a schedule o l charges contained in the agreement or attached to and made a part 
o f  the agreement, and that the hospital may not recucst or receive from the service corporation 
compensation for the services which is not in accord with the schedule:

t2) compensation tor services may tv  prorated and settled under the circumstances and 
in the manner referred to in AS 21.87.3(H);

13) if the participant hospital withdraws lie n  the agreement, the withdrawal may not tv 
effective as to a subscriber s contract in force on die date o l the withdrawal until the termination o f 
the subscriber s contract or the next anniversary o f the subscriber’s contract, w hichever date is the 
earlier.

(d) The service corporation shall terminate the service agreement o f  a particular participant 
hospital, in addition to other bases o l termination provided lo r in (he agreement, if it is determined 
that the hospital has know ingly charged or attempted to charge the service corporation for a serv ice 
not actually rendered, or has knowingly violated a material provision o l the service agreement.

«e» The proposed lorm o l a serv ice agreement and o f  the standuH riders and endorsements to 
it shall be tiled with the director and arc subicct to the approval o f the director under AS 
21 .87 .180 .
AS 21 .87 .160 S l l i S C  R IS E R ’S C O N TRA C TS , ta i Each subscribers contract issued 
alter July I. I% 6 . In a service corporation constitutes a direct obligation ot the participant 
providers or participant h o s p i t a l s  of the serv ice corporation to render the medical or hospital 
serv ices, a s  the ease may be. as agreed to Iv  rendered by the participants in the subscriber s 
contract.

(hi Each subscribers contract or certificate shall in adequate detail set out provisions from 
w hich can be readily dctcmiitcd

111 the serv ices io which the subscriber is entitled from participant providers or 
participant hospitals, as the ease may be;

(2 ) die benefits, it any. to which the subscriber is entitled on an indemnity basis, 
consistent with AS 21.87 120. 21 87 130 and the other provisions o l this chapter.

(3 ) the periodic subscription charge, rate or lee payable by o r to the subscriber, or. it 
not so cvpresscd and the charge, rare or fee is subject lo  change, the subscriber s contract shall 
require that not less ihan 3 0 days written notice o f ihe new charge, rate or fee shall tv  gtscn to the 
subscriber or the remitting agent o l the subscriber tv lo rc the change is effective.
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Selected Hospital/Medical Service Corporation Stiitutes
Attachment tfl

*4) the date when the respective services and benefits become available to the 
subscriber, date o f expiration o f the contract, and the terms, if any, under which the contract may 
Ik* continued or renewed:

<5) all other terms and conditions o f  the agreement between the parties consistent with 
this chapter:

(6 ) that the subscribers contract and riders and endorsements thereon or thereto, 
together with application iherelnr. if any. signed by ihe subscriber, and identification issued to the 
subscriber, constitutes the entire contract between the parties.

tc) A contract may not restrict the subscriber s right to tree choice o f provider or hospital, but 
shall restrict benefits to he provided on a serv ice b a s is  to services rendered by participant providers 
and participant hospitals.

(d) A ll exceptions and exclusions in the contract shall be printed and otherwise set out as 
prominently as the services or benefits to which they apply.

tel This title may not be construed lo prohibit a service corporation from issuing contracts to 
groups o f persons under a master contract. In this event, however, each subscriber covered under 
the master contract shall be issued .in individual certificate which shall set out in adequate detail the 
provisions itcnu/ed in ihi o l this section.

( 0  A ll p r o p o s e d  lorms ot subscriber s  contracts shall b e  filed with the director and arc 
subject to the approval o l t h e  director under AS 21.87. ISO.
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Section 1. Short Title

fins Act shall lv  known anil may Ik* cited as the Preferred Provider Arrangements Act.

Section 2. Purpose

The purpose of this Act is to encourage health care cost containment w hile preserving quality o f 
care hy allow ing health care insurers to enter into preferred provider arrangements and by 
establishing minimum standards tor preferred provider arrangements anil the health benef it plans 
associated with those arrangements.
Dralnng Nwc The use <>l the icnti '.illowing' in ihis section is not inicnded to indicate that health carc insurers 

arc acting uni,iw lulls in a stale which has mil enacted a law allowing Preferred Provider 
Arrangements

Section 3. Definitions

The following words and phrases when used in this Act shall have the meanings given to them in 
this section unless the context clearly indicates otherwise:

A Commissioner - The Insurance Commissioner o f the State o f _________
If Covered Person * Any person on w hose behalf the health care insurer is obligated to

pay for or prov ide health carc services.
C . Covered Services • I lealth carc services which the health cart insurer is obligated to

pay for or provide under the Health Benefit Plan.
I). Emergency ( 'are - Covered services delivered to a covered person who l i a s  suffered an 

accidental IvkIiIv miurx or contracted a medical condition which reasonably requires 
the beneficiary or insured to seek immediate medical care under circumstances or at 
Itvcalions which reasonably preclude the beneficiary or insured from obtaining needed 
medical care Irom a preferred provider.

E . Health licnctii Plan - I be health insurance policy or subscriber agreement between the
covered person or the policyholder and the healthcare insurer which defines ihe 
covered serv ices and benefit levels available.

F Health Care Imurer • An insurance companv as defined m
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NAIC Preferred Provider Arrunjjements Model Act

_________ , a hospital plan corporation as defined in __________________ .a health
services plan corporation a s  defined in  . a health maintenance
organization a s  defined in _______
_________ . or a fraternal benefit society as defined in ________________ .

Drainin' Note: This dchniiion may need lo he modified lo conform lo the stale's service plan enabling statutes.

G . Health Care Provider • Providers o f health care services licensed as required in this 
State.

H Health Carc Serv ices - Services rendered or products sold by a health carc provider 
within the scope ol the provider's license. The term includes, but is not limited to. 
hospital, medical, surgical, dental, vision, and pharmaceutical services or products.

I . Preferred Prov ider • A health carc provider or group o f providers who have contracted 
to provide specified covered services.

J Preferred Provider Arranged ent - A contract between or on behalf o f the health care 
insurci and a pretvrrcd provider which complies with all the requirements o f this Act.

Attachment #2

Section 4. Preferred Provider Arrangements

Notwithstanding any p r o v i s i o n s  o t  l a w  to the contrary, any health carc insurer may enter into 
Preferred Provider A r r a n g e m e n t s .

A. Such arrangements shall:
1 11 Establish the amount and manner o f payment to the preferred provider. Such 

amount and manner o f  payment mav include capitation payments for preferred 
prov iders.

i2t Include mechanisms which arc designed to minimize the cost o f  the health 
benefit plan. These mechanisms may include among others:
(a) The rc\ ie\v or control o f utilization o f health carc services.
(b i A procedure for determining whether health carc services tendered arc

medical I v necessary.• m

13 > Assure reasonable acc vs to eov ercd services available under the Preferred
Provider Atrangcmcnt and an adequate number o f preferred providers to render 
those services.

B . Such arrangements shall not unfairly deny health benefits tor medically necessary 
covered services.

C . If an entity enters into a contract providing covered scrv ices with a health care 
provider, but is not engaged in activities which would require it to be licensed as a 
health care insurer. Mich entity shall tile with the Insurance Commissioner information 
describing its activ ities and a description o f the contract or agreement it has entered into 
with the healthcare providers. Employers who enter into contracts with healthcare 
providers tor the exclusive benefit of ihcir employees and dependents are exempt from 
this requirement
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D rilling ! Null’; Set lion 4C’ is an optional section il a slate i< ’sites Iu fc«|tiirc verification n l I’I’O activity ol null*

insurance enmics

Attachment #2

Section 5. Health Benefit Plans

A. I Icalth care insurci s may issue health lionet it plans which provide for incentives for 
covered persons to use the health care services o f preferred providers. Such policies or 

subscriber a<'reeinenis shall contain at least the following provisions:
( I > A provision that if a covered person receives emergency care for services

specified in the Piefoned Provider Arrangement and cannot reasonably reach a 
preferred provider that emergency care rendered during the course o f the 
emergency w ill he reimbursed as though the covered person had been treated by 
a preferred provider; and

t2i A provision which clearly identifies the differentials in benefit levels for health 
carc services o l preferred providers and benefit levels for health care services o f 
non-preferred providers.

B. II a health benefit plan provides differences in benefit levels payable to preferred 
providers compared toother providers, such differences shall not unfairly deny 
payment fo r covered services and shall be no greater i! an necessary to provide a 
reasonable incentive tor covered persons to use the preferred provider.

Section 6. Preferred Provider Participation Requirements

Health carc insurers may place reasonable limits on the number or classes o f preferred providers 
which satisfy the standards set forth by the health care insurer, provided that there be no 
discrimination against providers on the basis o f rcligii n, race, color, national origin, age. sex or 
marital status, and further provided that selection o f preferred providers is primarily based on. but 
t i i limited to. cost and availability o l covered services and the quality o f services performed by the 
providers.
Drafting Nulev Categories «<l Discrimination lnJiiulu.it dales may woh In add 4dddmn.1l prelected classes in 

accordance unit stau* laws or policies

<dualiiv o i Services • f lic  •latcrucni o l .1 quality criterion as used in this section is net iniended 

io  create any higher standard ol c.tic lor delivery o f cervices hv .1 preferred pros nlcr than is 

appropriate lor oilier healthcare providers

Section 7. (ienerul Requirements

I Icalth carc insurers complying vv nh tins Act shall be subject to and are required to comply with all 
oincr applicable laws, rules and regulations ot this Sta

Section S. Regulations

Hie Commissioner may promulgate regulations necessary to the enforcement and administration o f 
this Act.
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Section 9. Severability

I f  any provision o f this Act is declared invalid or unenforceable by a court o f competent 
jurisdiction, the remaining provisions which are severable Irom the invalid provisions shall remain 
m force and effect.
Dralimi! Note: If a slate elects l«• permit exclusive provider arrangements, the following section should he added

to the Act

Notwithstanding any other provision o f this Act. health care insurers may issue policies or 
subscriber agreements which provide benefits for health care services only if the services have 
been rendered by a preferred provider, provided the program lias met all standards imposed by the 
Commissioner for availability and adequacy o f covered services.

Attachment #2

Legislative History (a ll references are lo the Proceedings <>l the NA IC ). 
1987 Proc. I 11. 19. 652. 7 IV  716-718 I adopted I.
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Senator Tim Kelly 
Alaska State Capitol 
Juneau, Alaska 99801

Dear Senator Kelly:

It has been brought to our attention that SB 100 has been amended to ban discriminating 
against hospitals if serv ices rendered are within the scope of the hospital's license. The 
stated intent of this amendment is to prohibit selective preferred provider organizations 
(PPOs)

The Municipality uses several different PPO arrangements to help contain the co.,ts of our 
health care programs. They allow us to reduce our costs yet maintain benefit coverage 
levels for our employees. We plan to expand these arrangements in the future to further 
control the costs of our health care program. In our current negotiations, several of the 
bargaining units have agreed to enter into PPO arrangements. We expect to save 
$1,066,000 annually through the use of PPO’s for these unions. This is in addition to 
savings o f approximately $1,008,000 gained from PPO programs already in place.

If this legislation is enacted, it would have a severe financial impact on the Municipality.
I he savings projected would evaporate and financial concessions agreed to would be 
difficult, if not impossible, to fund without a serious negative impact on Municipal 
serv ices. Such legislation would seriously limit the ability to control the costs of our health 
plan without actually eliminating benefit coverage.

I urge you to reject this legislation and any other type of “ any willing provider" legislation 
that hampers an employer's ability to effectively manage the cost of health insurance 
coverage for its employees

Sincerely,

/< m
Rick Mystrom 
Mnyor
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January 10, 1995

M ichael T . W eber, PAC 
O rthopedic T riage o f  Fairbanks 
2 ‘I58  G reen Acres D rive 
Fairbanks, A K  997 12

Dear M ike :

B e fo re  the ho lidays you had inquired as to how the University o f  Alaska's contract w ould treat
services rendered by a physician assistant. As you know, the contract does allow- coverage for
physician assistants. The fo llow ing details reimbursement:

• Services b illed  by physician assistants fo r care provided in remote areas w ill be paid as long as 
they arc w ithin the scope o f  the physician assistant's license. This payment w ill be made i f  the 
b illin g  comes under the physician assistant's name and tax I D . number.

• Services rendered by physician assistants that arc not in remote areas must be b illed  by the 
attending physician who supervised those services.

• Surg ica l serv ices prov ided by a phy sician’s assistant are on ly  payable during m ajor surgery for 
which such services are medically necessary as determined by B lue C ross, and on ly  when die 
attending p rim ary surgeon bills fo r the P.A.'s serv ices. When all o f  these coverages criteria 
are met, the services rendered by a P. A . are calculated at ten percent o f  die primary surgeon's 
a llow ab le  charge, not to exceed the P.A.'s billed charge

Please give me a ca ll i f  you have questions.

S incere ly .

Barbara B . R u sse ll. C l.U  
Sales Executive

BBR/gt

cc: M ike Humphrey
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Mar. 17 ’ 95 12:06 0000 DR. BURGEP TEL 907-452-5754

KyJ* m e i k l i e  SUMMARY STATEMENT OF BENEFITS
P. 2

P .O . BOX 5081
ROILING MEADOWS IL  60008

SEND INQUIRIES TO ABOVE ADDRESS 
OR CALL (BOO) 323*8520

SEARS QROUP MEDICAL PLAN

PROVIDER NAME: RICHARD 4 BURQER MO
PROVIDER I .D .  A: B20088715
DATE OP STATEMENT: FEO 14, 1080
QROUP A: 0038600

Pail*nt'i Nam* 
Patlant Acct P 

Provider If
hqilqilBIRJI

PAQE 1 or 1

Employ** N«m* 
Bmpluye* I.D, tf 

Claim P

t). .
B0130B07B1-9DI

B0130C07B1*60

B0130B07B1*86

101837

CLARKE
101137

CLARKE
101837

Data(a) of S»rvJce 

"5T7T77SB

01/12/09

01/12/96

ABOUT ELECTRONIC ' CuAl'M SU K T r e iO ir

c r r  Cou* 
OR 

Servlca
17755““

TOTALS

304 19 

TOTALS 

80010 

TOTALS

Total
Expftnm

1 01 .0 0

101 .00

.00  

3 8 .3 0  

38 .30

I

Exp*na*t
Excluded

T 6 I ” W

101.00  
PATIEHTl

.0 0

3 0 .3 0

30 30 
PATIENTl

N o m  
y*r)

m

RESPONSIBI 

155

r e s p o n s ib i L I T V « - » m

Copay-
Doduct
Amount

B«n*fit
Paid

.00  
> 101.00

.00

.00
> 38 .30

PAST TBTTT
I BftANCTTflTAL I

•  r a v a iw t  am ountis  R iouceo »rcoiNtunANCC a u o u w m  om en  in iu k a s c s  BM ttrn t. o tNt fn> ano o n  rc N tm a  pmo  to m u o n *
+ » witmmoid amount

bE I REVERSE SIDE FOR INSTRUCTIONS. NOTES. AND INFORMATION REGARDING THE CLAIM SUBMISSION PROCESS

LPMlI H' 1*1

"-B T
T53"

SEARS CROUP MEOICAL PLAN - 003B800 

METROPOLITAN LIFE INS. CO.

P .H .  M l  M S.1
RXLLLLM ftf.ACQWS I L  6QQQB

RI CHARI J  BURGER RC 
20 0 9  COWLES ST 
FAIRBANKS AK 9 9 7 0 1



MtTLIPC PROVIDES FASTER. MORE EFFICIENT CLAIM PROCESSING FOR ELCCTRONICALLV 
SUBMITTED CLAIMS. THERFORE WE ENCOURAGE YOU TO SUBMIT CLAIMS ELECTRONICALLY 
THROUOH NEIC. TOR CLAIMS THAT MUST DE SUBMITTED ON PAPER, THE USE OF SCANNABLE 
CLAIM FORMS FACILITATES MORE EFFICIENT CLAIM PROCESSING).

108 •  The charge* f o r  n e rv ic e u  pe rfo rm ed  on t h is  d a te  havo boon combined ond
D ono rlto  hove boon de te rm ined  baaed on the p r im a ry  p roco au ra .

280 - T h i l  p r o v id o r  o f s e rv ic e  Is  not c o n a ld e re d  e l i g i b l e  u nde r your group
m ed ica l p1»n. T h e re fo re , t h is  expense Is  b e in g  d e a l ln o d  a c c o rd in g  to 
the p la n  p r o v is io n s .

NOTE:

THE OROUP-NO, CLAIM-NO AND PATIENT'S NAME SHOULO BE FURNISHED WHEN REFERENCING A PARTICULAR CLAIM.
IF  THERE IS  A NEED TO RETURN A PAYMENT ON A SPECIFIC CLAIM. A PERSONAL CHECK IN  THE AMOUNT OF THAT 
PAYMENT SHOULD ACCOMPANY YOUR INQUIRY. TO exPEOITC FUTURE CLAIMS. PLCASC ALWAYS PROVIDE THE INSURCO’S 
NAME, SOCIAL SECURITY NUMBER. EMPLOYER NAME. GROUP NUMBER ANO PATIENT NAME.

PROVIDER ADDRESS

THIS CLAIM WAS PROCESSED IN ACCORDANCE WITH THE TERMS OF YOUR IMPLOY1E BENEFIT PLAN.

IN THE EVENT A CLAIM HAS BEEN DENIED. IN WHOLE OR IN PART. YOU CAN REOUE8T A REVIEW OF YOUR CLAIM 
THIS REQUEST FOH REVIEW SHOULD BE SENT TO CROUP CLAIMS REVIEW AT THE ADDRESS OF THE METROPOLITAN 
OFFICE WHICH FR0CCS3ED THE CLAIM WITHIN 60 DAYS AFTER YOU RECEIVE NOTICE OF DENIAL OF THE CLAIM 
WHEN REQUESTING A REVIEW PLEASE STATE THE REASON YOU UELIEVE THE CLAIM WAS IMPROPERLY DENIED AND 
SUBMIT ANY OATA. QUESTIONS OR COMMENTS YOU DEEM APPROPRIATE

ALL INFORMATION WILL BE EVALUATEO AND YOU WILL OE INFORMED OF THE DECISION IN A TIMELY MANNER

LBWtll W IIV

Z  *d c c o a •LO^c T 9 s .  L.! * J , ll



Richard J. Burger, MD.2009 Cowlos St Fairbanks, Alaska 99701

Phone: 907-452-6610
Data T n a x  . / 7  I ' f f S

F a r 907-452-5754

TO: ■ y J O -C /t / £ S C A

FAX: 7 < P 7 '

< * y / >

CONFIDENTIAL INFORMATION
If you receive this fax In error, please call us Immediately and destroy the faxed documents.

* • COMMENTS: Met' k/l tfe/Uftj . Z7/? Stft/tClS dwejidf

Number of pages 3  including this sheet If you have any questions please caU s&Lr_h{Lr'£L- at 907-452-6610.
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Revision D a t e ____________________________________________________________________________Department Affected All State Agencies____________________________
Title. An Act relating to unfair discrimination against a physician BRU All State Agencies_________________________________________________
assistant or acupuncturist under a group health insurance policy Component All State Agencies______________________________________
Sponsor: Senate Labor and Commerce Committee_____________________  _______________________________________________________________________________________

R equestor___________________________________________________________________________________COMPONENT SERIAL NO. 64___________________________________________

FISCAL NOTE
STATE OF ALASKA HIM. NO. SB KHl

1995 LEGISLATIVE SESSION

EXPENDITURES/REVENUES:____________________________________________________ (Thousands of Dollars)

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY 00 FY 01

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANDS STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

00 00 0.0 00 0.0 0.0

TOTAL OPERATING 00 00 00 00 00 00

CAPITAL EXPENDITURES I 0 ,0  | 00 I oo ! 00 I 00 I 00

I CHANGE IN REVENUES f 1 1 0 0  1 0 0  1 0 0  1 0 0  i 0 0  1 0 0  1

FUND SOURCE: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA 

OTHER

00 00 00 00 00 00

j r o jA t . 00 . .  . . O' _  . r' o _ - _ 00 00
Estimato of any  current year (FY 95) cost: S zero

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

TEMPORARY

ANALYSIS: (Attach a  separate page if necessary )

Under ttie current health p lan  for active stato em ployees, individuals are on ly re imbursed for services of a physician 

assistant if the physician assistant is under tho supervision of a medical doctor. This bill w ill a llow  physician assistant 

services to bo  re im bursed under insurance even if tho physician assistant is not be ing supervised by a medica l doctor.

This bill w ou ld  a lso a llow  insurance re imbursement for services provided by an acupuncturist in lieu of a  medical doctor, if 

service or form  of treatment provided wou ld  normally be covered by the health p lan .

This bill is not expected to increase tho state's health p lan prem ium

Prepared by Robed F Stalnakpr 
Division Ri-timmonr ft Benefits'

Approved by Commissioner Mark Bdv 
Agency Dep.irtmi-nt of Administration

Phono 465-4470 
Dato ___________________

Date

Rev 01(95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
Foi further distribution information. cit* me Governor's Log-sintrve Office
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FISCAL NOTE

Revision Dale ___________

STATE OF ALASKA
1995 LEGISLATIVE SESSION

N i» . / _____

Hill Version: ■SB /c c

(S) 5’ :'' l i s h  !>ute:_

Title An Act relating to unfair discrimination aoamst a physician 
assistant or acupuncturist under a group health insurance policy
Sponsor: Senate Labor and Commerce Committee____________________

Requestor:_________________________________________________________________________________

Department Affected All State Agencies 
BRU All State Agencies
Component All State Agencies

COMPONENT SERIAL NO. 64

EXPENDITURES/REVENUES:

OPERATING EXPENDITURES FY 96 FY 97 FY 98 FY 99 FY00 FY 01

PERSONAL SERVICES 00 0 0 0 0 0 0 0 0 0 0

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LANDS STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 00 00 00 00 0 0 0 0

CAPITAL EXPENDITURES 00 0 0 00 00 0 0 00  I

f  CHANGE IN.REYENUESJ- ) -Q.9-1o o J U L _0£L _oo_ _£JL

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA 

OTHER

00 00 00 0 0 00 00

TOTAL 00 00 / 0 0 ....................o r

Estimatc of any current year (FY 95) cost: S zero 

POSITIONS:

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

ANALYSIS: (Attach a separate page if necessary )
Under the current health plan for actrvo state employees, individuals are only reimbursed for services ol a physician 
assistant if the physician assistant is under Ihe supervision of a medical doctor This bill will allow physician assistant 
services to be reimbursed under insurance even if tho physician assistant is not being supervised by a medical doctor.

This bill would also allow insurance reimbursement for services provided by an acupuncturist in lieu of a medical doctor, if 
service or form of treatment provided would normally be covered by the health plan

This bill is not CHpocted to increase tho stnto’s health plan premium

• icpjred by Robe'l F. St.vna>ef_ ^  
Dvwon Retirement S Beneftts

Approved by Commissioner Mark Bcfyer

Phone <>65-4470 
Date ___________________

A g e n c y  D e p a r t m e n t  o f  A g r n m rs t r .n io n Dale _ _
L

/  I

Rev 01/95

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information, ca* the Governor s legislntve Office
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T.tle

HILL NO. SB 100

D iscrim ination  U n d er G ro u o  H eattn  In s u ra n c e
D ep artm en t C o m m e rc e  a n d  E conom ic  D evelopm en t

BRU In su ra n c e
C o m p o n e n t O p e ra tio n s

S p o n so r

Reducstor

S e n a te  Labor 4  C o m m e rc e  C o m m ittee

C O M PO N E N T SE RIA L NO. *354

E ro en d itu fo & R cv e n u c s (T h o u sa n d s  o f Dollars)
O PERA TIN G  EX PEN D ITU R ES P Y 9 6  FY 9 7  FY 9 8  F Y 9 9  FY 0 0  F Y 0 1

PE R S O N A L  S E R V IC E S

TRAVEL
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No f isc a l im pact

P re p a re d  try 
Division

Approved try Commnsroner 

*S«ncy

Joan Brown Acm-'vtiratve Offcer
In s u ra n c e

Phone *55-2597

D a te  J6 -& 5

W o rn  L Hansiey
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Data 3  '  ?  / < } t
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S e n a t o r  

JOHN TORGERSON 
D i s t r i c t  D

SjCMlCfL 
3 t a t c  C a p i t o l . R o o m  4 2 7  

Jokcau  A laska u g n 01  i i up 
»OZ> 403 ? n ? n  

rior «I*V. .17 7 0

S P O N S O R  S I A  11 \ 1 l M

SB 101 - joint Insurance Agreements 
March 01. 1995

The joint Insurance Arrangements (jIA) legislation was adopted in l()8t>. That 
legislation authorized municipalities, city and borough school districts, and 
regional educational attendance areas to enter into cooperative insurance 
agreements. The statute was amended in to allow the JIA’s to use debt 
financing to establish '•ell-insured reserves.

In I‘t02, the statute was amended to read "municipalities and their public 
corporations'", so that the newly formed port authorities would also be 
authorized to enter into joint insurance arrangements

I he history of this legislation is clearly intended to serve the municipal or 
governmental entities which were struggling with the extrememlv high costs of 
insurance, or worse, the unavailability of any insurance.

Senate Bill 101 amends the statute by including quasi-govemmental entities, 
providing that they are performing at least two of the general municipal powers 
described under AS 20 35.010 (copy attached).

N’on-profit corporations which perform some ’’quasi-governmental” function 
will benefit from this legislation As an example, a non-profit corporation which 
is providing a public service for a municipality (such as an animal shelter, lire 
department, public library, and so on) needs insurance coverage - normally very 
costly for public services. This bill authorizes those entities to enter into the joint 
insurance arrangements

There are also Native associations and village councils which are providing 
some government services Again, they struggle with both the availability of 
insurance coverage and the high costs involved when they are able to obtain 
such insurance This bill authorizes their entry into joint insurance 
arrangements, as long as they pro\ ide at least two of the general municipal 
powers.

S p o n s o r  S t a t o m o n t



m i . • , r,« »r*>of .ito ICC ■ AiO’i • r.>i (VQ'jCgft.1325 Pa* (907)463*5480

March 8. 1995

TO: Senator John Torgcrson, Chairman
Senate Community and Regional Affairs

/ ■  ' '

FROM: Kcv/i C/Hjtcljie
I: \jI : i ITT

RE SB 104 - Relating to joint insurance arrangements

The Alaska Municipal League supports SB 104. which would allow nonprofit 
corporations. Native associations, or Native village councils to participate in 
joint insurance arrangements.

At the Alaska Municipal League's annual meeting in November, the members 
unanimously passed Resolution 95-22 (copy attached) which urges the 
legislature to pass legislation expanding the types of entities which may 
participate in joint insurance arrangements.

We would like to express our appreciation to you for introducing this 
legislation. Please do not hesitate to call me or Julie Krafft at 586-1325 if 
you have any questions or need further information

SMiNtu

Morr©o« of ft Lottor of Support at



Resolution of the Alaska Municipal League

Resolution No, 95-22

A RESOLUTION URGING THE PASSAGE OF LEGISLATION EXPANDI 
THE TYPE OF ENTITIES WHICH MAY PARTICIPATE IN JOINT INSURA

ARRANGEMENTS

WHEREAS, Alaska Statute 21.76 allows municipalities and their 
corporations, city and borough school districts, and regional education attenc 
areas to enter into cooperative agreements with each other for the purpc 
establishing, operaling, or participating in joint insurance arrangements th 
which the participating members agree to pool contnbutions in order to 
assume nsks from losses to the participants on a group basis or purr 
coverage for the participants on a group basis; and

WHEREAS some Alaska municipalities are dissolving and i 
associations and corporations and other non-profits are assi 
quasi-governmental roies; and

WHEREAS there is a trend for municipalities to shift service delivt 
not-for-profit entities such as port authonties. library associations, and 
not-for-profit corporations performing governmental functions; and

WHEREAS not-for-profits and native associations and corporation: 
finding it increasingly difficult and expensive to find commercial insurance fort 
exposures; and

WHEREAS, the pooling of risks, self-insurance management, joint pure 
of insurance, claims administration, loss prevention and control, insurance def 
and other related nsk management services can assure significant long- 
economic savings for members of a joint insurance arrangement due to the 
buying power of the members, the non-profit tax-exempt status of the Associc' 
the pooling and investment of premiums paid, and nsk management ser 
provided for members;

NOW. THEREFORE. BE IT RESOLVED that the Alaska Municipal Le. 
urges the Alaska Legislature and the Governor to pass legislation expandir 
type of entities which may participate in joint insurance arrangements.



ANCHORAGE 626 F Street. Suifo 100 ■ Ancnoroqo. Alosko 99501 ■ fol (907) 258-2625 ■ Fox 

JUNEAU 217 Soccnd Strcot. Suito 200 ■ Juneau. Alaska 99801 ■ fel (907) 586-3222 ■ Fax (9t

March 1 0 . 1 9 9 5

Toe  H ono rab le  S e n a to r  T o rg e rson  
A laska  S ta te  S en a to  
A laska  S ta te  Capito l 
Ju neau . A laska  9 9 8 1 1

D ea r  S e n a to r  T o rg e rson

Thank you  fo r  ag ree ing  to s p o n s o r  S B 1 0 4 . an  act re la ting to joint in su rance  a r ra n g em en ts .  The 
AML/JIA o f fe rs  the bill in r e s p o n s e  to the n e ed s  o f  q u a s i -g ove rnm en ta l entities, su ch  a s  Native tri 
councils , port au thonties , and  o the rs , m an y  o f  which canno t ob ta in in su rance , o r  fo» which insura 
is prohibitively e xpen s ive  This bill will g ive th e se  o rg an iza t ion s  a n  op tion —  in s o m e  c a s e s ,  their 
option —  to obtain a f fo rd ab le  liability c o v e rag e .

The current joint in su rance  statute limits participation to municipalit ies an d  their pub lic co rporat io r 
schoo l districts, and  RE a .As . T he  A M UJ IA  is o n e  o f  two p o o ls  that h a ve  fo rm ed  to s e rv e  th e se  p 
entities. The bill w ou ld  e x p a r  ’ the s c o p e  o f  poo ling  s o  that p o o ls  —  e ithe r th o se  in ex is ten ce  or 
additiona l poo ls  —  can  se rv e  the unm et n e ed s  o f  tribal counc i ls  an d  o th e r  qu a s i -g o v e rnm en ta l be 
In o f fe r ing th ese  public o rgan iza t ion s  an o th e r  op tion fo r  their in su rance  c o v e ra g e ,  this expan s ion  
the statute wou ld s e rv e  all o f  A laska .

The  AML/JIA d o e s  not re ce ive  S ta te  funds . It is a  c o op e ra t iv e  se l f - in su ran ce  a r ra n g em en t  that 
permits municipalities and sch oo ls  to p o o l  their r e s o u rc e s  to f in ance  their l o s s e s .  T he  AML/JIA w 
crea ted  in the m id - 1 9 8 0 s, w hen  m any  municipalit ies r n d  sc h o o l  districts, part icu la r ly  the sm a ll on< 
found  th em se lv e s  un ab le  to se cu re  c o v e ra g e  com m erc ia l ly .  T he  AML/JIA p rov ide s  a n  important 
poo ling option fo r  th e se  municipalit ies an d  schoo ls ,  an d  w ishe s  to b e  ab le  to d o  the s a m e  fo r  cen 
o rgan iza t ion s that p e r fo rm  g ove rnm en ta l functions but fo r  which unde r the cu rren t statute , p o o l i r  
not an  option

Y ou  .vi 11 s e e  that the p ro p o s e d  e x p an s io n  is limited to nonp ro f it  o rg an iz a t ion s . Native  a s soc ia t ion ; 
Native vi l lage counc ils  that pe r fo rm  at le a s t  two o f  tho g e n e ra l  munic ipa l p ow e rs  d e s e n b ed  unde r 
A S 2 9 .3 5 . 1 0 1 .

R ep re sen ta t iv e  Ivan h a s  ag re e d  to  s p o n s s .  a c om pan io n  bill in the o th e r  b ody , a n d  is aw a re  that 
will bo sp on sonn g  a ve rs ion  in ‘ he  s e n a t e .

W e  Icok fo rward work ing with y ou  an d  Ms. J a c k s o n  in y o u r  s p on s o rs h ip  o f  the leg is lat ion , and  
thank y c "  .'o r you r in terest an d  a s s is tan ce .

S ince re ly .

K ev in  Sm ith
R isk  C on t ro l  M an ag e r

cc Representative Ivan Ivan
Steve Wells. Director cf Risk Management. AML/JIA 
Kevin R.tchie. Executive Director. AML

InAJOttO coil ton MM 1-600 3J7 SM2



§29.35.010 U.ASKA STATUTES §29.35.010

90. Municipal property 1 *0. Regulation o f
100. Budget and capital program Tansportation carriers
110. Expenditure o f 145. Regulation o f  firearms

boroueh revenues

Sec. 29J5 .010 . General powers. A ll municipalities have the 
following general powers, subject to other provisions o f law:

(1 ) to establish and prescribe a salary for an elected or appointed 
municipal official or employee:

(2 ) to combine two or more appointive or administrative offices;
(3 ) to establish and prescribe the functions o f  a municipal department, 

office, or agency;
(4 ) to require periodic and special reports from a municipal department 

to be submitted through the mayor;
15) to investigate an affair o f  the municipality and make inquiries uito 

the conduct o f  a municipal department;
(6 ) to levy a tax or special assessment, and impose a lien for its 

enforcement;
(7 ) to enforce an ordinance and to prescribe a penalty for violation o f 

an otdinance;
(8 ) to acquire, manage, control, use. and dispose o f  real and personal 

property, whether the property is situated inside or outside the municipal 
boundaries; this power includes the power o f  a borough to expend, for any 
purpose authorized by law. money received from the disposal o f  land in a 
service area established under AS 29.35.450;

(9 ) to expend money for a community purpose, facility, or service for 
the good o f the municipality to the extent the minviipaJity is otherwise 
authorized by law to exercise ti e power necessary to accomplish the purpose 
or provide the facility or service:

(10) to regulate the operation and use o f  a municipal right-of-way, 
facility, or service:

(11 ) to b o rro w  money and issue evidences o f 
indebtedness;

(12 ) to acquire membership in an organization that promotes 
legislation for the good o f  the municipality;

(13 ) to enter into an agreement, including an agreement for 
cooperative or joint administrauon o f  any (unction or power with a 
municipality, or the United States;

( 1 4 ) io s u  - dc sued. (§ 10 ch 74 SLA  1985)

Votes to Decisions -  The rule of itnct connruoion did not apply to the mode adopted
by the corporation to c a r r y  :nto effect powen raprtsaly or plainly granted under a
former, similar prt»mon The power having teen granted, the municipal corporation

A l a s k a  S t a t u t o
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To: Senator Kelly and Senate Labor Commerce Committee 
From: Nancy R. Lethcoc 
Date: March 13, 1995

RE: SB 108 Keauthoiization ol (he Alaska Tourism Marketing Council

REQUEST FOR TELECONFERENCE: I am writing to request that the Senate 
Labor and Commerce Committee meeting on Thursday, March 16 which is sched­
uled to consider SB 108 he made a teleconference meeting with public testimony. 
Valdez would like to he a teleconference site.

Please include our comments in the legislative package.

On behalf of AWRTA’s more than 250 members I am writing to solicit the help of the 
Senate Labor ami Commerce Committee in obtaining some amendments to SB 108 
which we believe will help correct an in balance in representation of the types of tourism 
ami geographic areas on the ATMC. Improving the geographic and type of tourism repre­
sentation on ATMC seems the most appropriate and least disruptive way of bringing a 
wider range of marketing expertise to the ATMC marketing program.

The changes we would appreciate receiving your help on ate:

1. Add section amending the definition of “qualified trade organization:" (5) ‘ qualified 
trade association" means a private, nonprofit organization whose primary purpose is the 
promotion of tourism to and within the state and which has a statewide membership com­
prised of representatives ot all major sectors of the visitor industry, including without 
limitation hotels, lodges, bed & breakfasts, airlines, cruise lines, tour and charter boats. 
wholesale and retail travel agencies, visitor attractions* (AND) convention and visitors 
bureaus, aud hunting, sport fishing, and wilderness outfitters and guides. (This expands 
the definition of "qualified bade organization." to include types of tourism not mentioned 
in the current definition.)

AWRTA Lotter
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2. Section 2. AS *14.33.705(c): change line 17: the numbet 11 to H so the line tends "the 
contract shall provide that the trade association may select up to 8 board members; then 
change line 21: change 10 to 12. so the line reads "the governor shall appoint 17. other 
board members." (This gives the governor the ability to balance the ATMC more if the 
trade association’s appointees do not reflect the various types of tourism and geographical 
areas).

3. Section 2. AS 44.33.705(c) (3) (line 17); amend to insert after the words to 10 (8) 
board members; these must memhcis must be representative of the sectors of the visitor 
industry as defined in qualified trade organization:" t'l his the trade organization to make 
appointments that reflect al’ types ot tourism and geographic areas).

4. Section 2. AS 44.33.705(c) (3) (line 23): change SHALL to must; "paragraph, the 
governor must (SHALL) ensure that the board . . . (This strengthens the chances that 
appointments will be made which reflect all types of tourism and geographic areas).

Background: The ATMC currently has seven members from the cruise/tour boat industry 
or 35% of the council members represents just one type of tourism, whereas there are no 
representatives for hunting, sport fishing, or wilderness guides and outfitters, There are 
.hree representatives from CVBs. but all from major population areas. Geographically, b 
(30%) are from out-of-state. 9 (45%) from the greater Anchorage area; 5 from various 
communities in SL Alaska, and 1 liom Fairbanks. AWRTA appreciates the expertise 
marketing representatives from large companies bring to ATMC; however, we have noted 
that ATMC lacks expertise in the marketing of small, rural Alaskan businesses that make 
up AWRTA's membership. This is retlccted in the A laska Visitor Statistics P rog ram . 
ATMC's PJ93  Conversion Study, and in the diop in narrative ads in the A laska Vacation 
Planner.

Obtaining greater depth in marketing expertise seems to be the best way to approach 
solving problems which have been highlighted by the A laska V isitor Statistics P rog ram  . 
ATMC's 1993 Conversion Study, and in the diop in narrative ads in the A laska Vacation 
P lanner. These include:

1) although the average visitor age is 48. the average visitor age of the marketing 
program is 58, which gives an unintentional bias towards marketing businesses attractive 
tooldei visitors rather than to younger ones:

2) only 20% of the visitors requested a Vacation P lan n e r and only 25% of the
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independent travelers who put chased tiips in Alaska used the Vacation P lan n e r , since the 
Vacation P lan n e r is meant to he a primary marketing tool for small, and especially rural, 
Alaskan businesses, it is not reaching the majority of their market:

3) between 1989 and 1993, the Inde-package (independent visitors who purchase a 
package trip in Alaska) lost 0% of its market share. In-state package trips, owned and 
operated by Alaskans, circulate tourism dollars within the local and statewide economy;

4) when the legislatuie increased the percentage the industry must contribute to the 
cooperative marketing progiam, ATMC increased the narrative .advertising rates (those 
used by small Alaskan businesses) 100%. This was the largest increase in any advertising 
category. As a result, there was an approximately 30% drop in advertisers indicating that 
businesses did not 1 inti the numhci of inquiries generated by the Vacation P lanne r's to he 
cost eftective. T his, in nun. reflects on ATMC’s program for matketmp the Vacation 
P lanne r, wlrch is unintentionally biased towards older travelers.

We believe the ATMC program can be improved by some fine tuning to bring broader 
marketing expertise for the types of tourism and geographic areas to the council.


