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Sec. 18.07.031. Certificate of need requii 2d.
(a) A person may not make an expenditure o f $1,000,000 or more fo r any o f the follow ing 

un less authorized under th e  te rm s o f a certificate o f need issued by the departm ent:

(1) construction o f a health care facility;

(2) a lteration o f the bed capacity o f a health care facility; or

(3) addition o f a category o f health se rv ices provided by a health care facility.

(b) N o tw ith sand ing  the expenditure thresho ld in (a) o f th is section , a person may not convert a 
build ing or part o f a building to a nursing home tha t requ ires licensure under AS 18.20.020 un less 
authorized under the term s o f a certificate o f need issued by the departm ent.

Sec. 18.07.111. Definitions.
In  th is chapter,

(1) "category o f health services" m eans a m ajor type, program , unit, d iv ision , or departm en t o f 
care provided through a health care facility , whether inpatient or outpatient, including an outpa tien t 
departm ent, psychiatric w ing, kidney dia lys is program , radiotherapy, bum  unit, or newborn in tensive 
care unit, excep t th a t "service" does not include the law ful practice o f a profession o r vocation 
conducted independently o f a health care facility and in accordance with applicable licensing law s o f 
the sta te ;

(2) "certificate" means a certifica te o f need issued by the departm en t under AS 18.07.041, 
18.07.043, o r 18.07.071;

(3) "commencement o f activ ities" m eans the v is ib le commencement o f actua l operations on the 
ground for th e  construction o f a bu ild ing , the alteration o f the bed capacity o f a health care fac ility , or 
the provision fo r or deletion o f an existing category o f health se rv ice s to consum ers, which operations 
are read ily recogn izab le as such , and which operations a re  done with in tent to continue the work until 
such ac tiv itie s are completed;

(4) "comm issioner" means the comm issioner o f health and socia l services;

(5) "complete activ ities" m eans the substan tia l performance o f the work required to comply with 
the te rm s o f issuance o f the certifica te o f need to which a ll parties participating in those a c tiv itie s have 
obligated them se lve s to perform;

(6) "construction" means the erection, build ing, a ltera tion , reconstruction , improvement, 
extension , o r modification o f a health care facility under th is chap ter, including lease o r purchase o f 
equipment, excavation , or other necessary actions;

(7) "departm ent" means the Department o f Health and Social Services;

(8) "health care facility" means a private, municipal, s ta te  or federa l hospital, psychiatric hosp ita l, 
tubercu lo sis hosp ita l, sk illed nursing facility , kidney d isease trea tm en t cen ter (including freestand ing 
hemodia lysis un its), interm ediate care facility , and am bulatory su rg ica l facility; the term  exc ludes

(A) an A laska Pioneers' Home adm in istered by the Departm ent o f Adm inistration under AS 
44.21.020 (09) and AS 47.55; and

(B) the o ffices o f private physicians or den tists whether in individual or group -eractice;
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(9) "nursing home bed" means a bed not used for acu te  care in which nursing care and re la ted 
medical se rv ice s are provided over a period o f 24 hours a day to  individuals adm itted to the health 
care fac ility because o f illness, d isease , or physical infirm ity.

Sec. 08.70.180. Definitions, (definition to be added to 18.07.111)
(4) "nursing home" means a facility which is operated in connection with a hospital or in which 
nursing care , in term ediate care, and medical services are prescribed by or performed under the 
genera l d irection o f persons licensed to  practice medicine or su rge ry within the s ta te  for the 
accommodation o f conva lescents o r o ther persons who are not acu te ly  ill but who do requ ire sk illed 
or in term ediate nursing care and re la ted medical services; the term  "nursing home" is restric ted to  
those fac ilities the purpose o f which is to provide sk illed or in term ediate nursing care and re la ted 
medical se rv ice s fo r a period o f not le ss than 24 hours a day to individuals adm itted because o f 
illness, d isea se  or physical or mental infirm ity;
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I a m  an a n e s t h e s i o l o g i s t  in F a i r b a n k s  a n d  in t he  M a t a n u s k a  V a l l e y  in A la sk a.  
Th i s  is a l e t t e r  in s u p p o r t  of d i s m a n t l i n g  the c e r t i f i c a t e  of n e e d  p r o c e s s  
w h i c h  c u r r e n t l y  b l o c k s  d i v e r s i f i c a t i o n  of m e d i c a l  f a c i l i t i e s  a v a i l a b l e  to 
p a t i e n t s  in A l a s k a .

T h e  c e r t i f i c a t e  of n e e d  (CN) p r o c e s s  is t h e o r e t i c a l l y  p u t  in p l a c e  to a l l o w  
c o n s t r u c t i o n  of  m e d i c a l  "c en te rs  of e x c e l l e n c e "  in a r e a s  w h e r e  c o m p e t i t i o n  
w o u l d  b e  d e t r i m e n t a l  to a c o m m u n i t y ' s  r e s o u r c e s .  P r o p o n e n t s  of e n f o r c i n g  the 
C N  p r o c e s s  w i l l  a r g u e  that it s u p p o r t s  the s u r v i v a b i l i t y  of e x c l u s i v e  h e a l t h  
car e  r e s o u r c e s  to p a t i e n t  p o p u l a t i o n s  in a r e a s  that  c a n n o t  s u p p o r t  two  s u c h  
c o m p e t i n g  e n t i t i e s .  T hi s  a r g u m e n t  is v i a b l e  in u n s o p h i s t i c a t e d  a r e a s  w i t h  
m i n u t e  p o p u l a t i o n s  a n d  p o o r  i n s u r a n c e  r e m u n e r a t i o n  for the m e d i c a l  s e r v i c e s  
that are  r e n d e r e d  in them. T h e r e  m a y  h a v e  b e e n  a t i m e  w h e n  A l a s k a ' s  
c o m m u n i t i e s  fit  this des cr i p t i o n ,  b u t  it has l o n g  s i n c e  p a ss ed .

T h e  c e r t i f i c a t e  of n e e d  p r o c e s s  (CN) n o w  s e r v e s  the i n t e r e s t s  of b i g  b u s i n e s s  
only. U n l i k e  the l o w e r  48 states, A l a s k a  e n j o y s  a l m o s t  z e r o - p e r c e n t  m a n a g e d  
h e a l t h c a r e  m a r k e t  p e n e t r a t i o n .  T h i s  t r a n s l a t e s  i n t o  b i g  r e m u n e r a t i o n  for 
h e a l t h c a r e  f a c i l i t i e s  in Alas ka;  indeed, the S t a t e  h a s  the b e s t  h e a l t h  
in s u r a n c e  r e m u n e r a t i o n  r at es in the co untry. T h e s e  e x c e l l e n t  r e i m b u r s e m e n t  
ra te s a l l o w  P r o v i d e n c e  H o s p i t a l  a n d  A l a s k a  R e g i o n a l  M e d i c a l  C e n t e r  to o p e r a t e  
as the m o s t  p r o f i t a b l e  h o s p i t a l s  in t he ir  r e s p e c t i v e  n a t i o n w i d e  n e t w o r k s .

T h e s e  c a s h - r i c h  n o t - f o r - p r o f i t  f a c i l i t i e s  f u r t h e r  e n h a n c e  t h e i r  b u s i n e s s e s  by  
a c t i v e l y  w o r k i n g  to r e s t r i c t  p o t e n t i a l  c o m p e t i t o r s .  T h e  p r i m a r y  w a y  that 
p o w e r f u l  A l a s k a  h o s p i t a l s  a c h i e v e  this e n d  is b y  p o l i t i c a l  l o b b y i n g  fo r 
c o n t i n u e d  e n f o r c e m e n t  of CN  in the a r e a s  that t h e y  do  bus i n e s s .  H e a l t h c a r e  
f a c i l i t i e s  s u c h  as P r o v i d e n c e  M e d i c a l  C e n t e r  a n d  F a i r b a n k s  M e m o r i a l  H o s p i t a l  
are  v i s c o u s  in t h e i r  a n t i - c o m p e t i t i o n  b e h a v i o r s  a n d  w i l l  s t o p  at n o t h i n g  to 
m a i n t a i n  t h e i r  e x c l u s i v e  m a r k e t  p o s i t i o n s .  T h e s e  b e h a v i o r s  a r e  s e l f - s e r v i n g  
a n d  do n o t  s e r v e  A l a s k a ' s  ci tiz e n r y .

I a s k  y o u  to s u p p o r t  the e l i m i n a t i o n  of th e c e r t i f i c a t e  of n e e d  p r o c e s s  in 
Alaska. A  v o t e  for e l i m i n a t i o n  of this p r o c e s s  is a v o t e  for e x p a n s i o n  a n d  
d i v e r s i f i c a t i o n  of the S t a t e ' s  h e a l t h c a r e  r e so ur ces , a n d  h e n c e  for g r o w t h  in 
the h e a l t h  c a r e  marke t.  A  v o t e  a g a i n s t  e l i m i n a t i o n  of the C N  p r o c e s s  is a 
v o t e  for b i g  b u s i n e s s  a n d  w i l l  r e s u l t  in a c o n t i n u e d  h e a l t h  c a r e  m o n o p o l y  in 
A l a s k a .

If y o u  h a v e  a n y  q u est io ns , p l e a s e  do n ot h e s i t a t e  to call.

Sincerely,

Jo h n  D. Roso ff , M D

J a n u a r y  31, 2 0 0 0

D e a r  R e p r e s e n t a t i v e :

J o h n  D. R o s o f f  
PMB 221
3875 G e i s t  Road, Ste. E 
Fairbanks, A K  99709 
Cell: 9 0 7 / 3 6 0 - 8 2 1 3  
V oi ce /f ax : 9 0 7 / 4 5 6 - 4 4 3 9  
p i c o b e l l a @ a o l .c o m
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F A I R B A N K S  S U R G E R Y  C E N T E R

Subject: F A I R B A N K S  S U R G E R Y  C E N T E R  

Date: Tue, 30 N o v  1999 09:12:06 -0900 

From: "Dr. Jon Lieberman" <jlieberman@mail.tvcclinic.com>

To: brian porter < Representative_Brian_Porter@legis.state.ak.us>

D e a r  R e p r e s e n t a t i v e  Porter:

I a m  a g e n e r a l  s u r g e o n  in Fa ir b a n k s ,  A l a s k a  at T a n a n a  V a l l e y  Clini c.

I a m  s e n d i n g  th i s  m e s s a g e  in s u p p o r t  of a F a i r b a n k s  s u r g e r y  c e n t e r  th a t  
s h o u l d  be s e p e r a t e  f r o m  F a i r b a n k s  M e m o r i a l  H o s p i t a l . I h a v e  m a n y  
p a t i e n t s  that  n e e d  to h a v e  s u r g e r y  b u t  w i s h  to n o t  g o  to th e h o s p i t a l  
f o r  a m b u l a t o r y  s ur gery. F u r t h e r m o r e ,  the p a t i e n t s  feel that the 
h o s p i t a l  c h a r g e s  too m u c h  for t h e r e  a m b u l a t o r y  s u r g e r y  service.
H e a l t h y  c o m p e t i t i o n  w o u l d  i m p r o v e  q u a l i t y  of h e a l t h  c a r e  a n d  l o w e r  
c o s t s .

T h e r e  w a s  a r e c e n t  c o m p e t i t i o n  f or  a F a i r b a n k s  S u r g e r y  C e n t e r  
C e n t i f i c a t e  of Need. T a n a n a  V a l l e y  Clinic, F a i r b a n k s  S u r g e r y  Cent er , 
a n d  F a i r b a n k s  M e m o r i a l  H o s p i t a l  al l c o m p e t e d  f or  this c e r t i f i c a t e .
T h e  S t a t e  c a m e  b a c k  w i t h  the d e c i s i o n  that  t h er e wa s no  n e e d  for a 
s u r g e r y  c e nt er . T h e  F a i r b a n k s  c o m m u n i t y  k n o w s  that this is a 
p o l i t i c a l l y  m o t i v a t e d  d e c i s i o n  f a c i l i t a t e d  b y  a g g r e s s i v e  l o b b y i n g  on the 
p a r t  of the F a i r b a n k s  M e m o r i a l  H o s p i t a l  F o u n d a t i o n

I t hi nk  that the  " C e r t i f i c a t e  of Need" p r o c e s s  w a s  a n  e x e r c i s e  that 
lent the a p p e a r a n c e  of fair  play. In fact, I t h i n k  that d e c i s i o n s  
w e r e  m a d e  c o v e r t l y  a n d  a r e  n o t  in the b e s t  i n t e r e s t  of the F a i r b a n k s  
c omm un it y.

S i n c e r e l y
J o n  F. L i e b e r m a n ,  M.D. 
G e n e r a l  S u r g e o n  
T a n a n a  V a l l e y  C l i n i c

1 o f  1 1/28/00 II :22 A M
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Representative Fred Dyson 

State Capitol, R o o m  104 

Juneau, A K  99801-1182

S U B J E C T :  Certificate of Need for Out-Patient Surgical Facilities.

Dear Representative Fred Dyson:

I a m  sure you are aware of the recent Certificate of Need hearings in Fairbanks 

regarding a proposal by three different entities to construct an out-patient surgical 

facility. The Tanana Valley Clinic was one of the applicants in this process. The 

certificate was denied to all of the applicants based on data which suggested that there 

was no need for such a facility. The physicians of the Tanana Valley Clinic feel that 

the data was somewhat flawed as it came primarily from records of the Fairbanks 

Memorial Hospital and may not have reflected patients w h o  chose to have surgery 

elsewhere due to the high cost locally. W e  feel that a small out-patient surgical center 

would be able to offer more cost-effective services in Fairbanks. 1 would like to raise 

an important point for your consideration and that is that the certificate of need was 

originally established in 1976 to prevent the unnecessary duplication cf high cost items 

or facilities. Based on the original limit of I million dollars in 1976, the increased cost 

of living would relate to a current limit of 5 million dollars. If one considered the 

increase in medical cost since 1976, the I million would relate to 7 million dollars at 

the current time. A  legislative remedy to this dollar limitation would obviate the entire 

complicated certificate of need process in regard to this proposed facility. I would urge 

you to support legislation which w e  expect to be introduced which would address this 

problem.

Thank you very much for your consideration.

Sincerely,

Ralph A. Wells, M.D. 

Obstetrics/Gynecology

R A W / d r

1001 Noble Street * Fairbanks, A laska 99701 
(907) 459-3500 • FAX (907) 456-8770



Opposition to H B  297

Subject: Opposition to H B  297

Date: Mon, 7 Feb 2000 20:37:43 -0900 

From: " J e r ry  L. W o ods" < bellvvoodbnb@juno.com>
To: Representative_Fred_Dyson@legis.state.ak.us

C C :  Representative_Joe_Green@legis.state.ak.us, Representative_Carl_I4organ@legis.state.ak.us, 

Representative_Jim_Whitaker@legis.state.ak.us, Representative_Tom_Brice@Iegis.state.ak.us, 

Representati ve_AllenKemplen@legis.state.ak.us, 

Representative_John_Coghill@legis.state.ak.us,

Representati ve_Jeanette_James@legis.state.ak.us

D e a r  R e p r e s e n t a t i v e :
I a m  a B o a r d  of T r u s t e e s  m e m b e r  a n d ^ B o a r d  T r e a s u r e r  for the W e s l e y  
R e h a b i l i t a t i o n  a n d  C a r e  C e n t e r  (WRCC) in Seward, Alaska. S e r v i n g  for the 
last th re e y e a r s  I n  this v o l u n t a r y  p o s i t i o n  ha s m a d e  m e  k e e n l y  a w a r e  of 
the d i f f i c u l t i e s  f a c i n g  t h o s e  a g e n c i e s  w h o s e  g o a l s  a n d  m i s s i o n  d i r e c t  
t h e m  to s e r v e  the p u b l i c  and, in the c a s e  of WRCC, in a pr iv a t e ,  
n o n - p r o f i t  s t at us . O u r  b o a r d  takes v e r y  s e r i o u s l y  the n e e d  to b e  
l i c e n s e d  a n d  r e g u l a t e d  in th e p r o t e c t i o n  of the public.

I u r g e  y o u  to v o t e  a g a i n s t  HB297. T hi s  b ill w a s  i n t r o d u c e d  o n  b e h a l f  of 
a n  i n d i v i d u a l  w h o s e  C O N  a p p l i c a t i o n  wa s denied. T h e  h o s p i t a l  a n d  n u r s i n g  
h o m e  a s s o c i a t i o n  d i d  n o t  a s k  for this bill  a n d  is not  s u p p o r t i n g  it.

T n e r e  a r e  s e v e r a l  r e a s o n s  for y o u  to o p p o s e  the b i l l  i nc lu d i n g :
1) T h e r e  a r e  s i g n i f i c a n t  fisc al i m p l i c a t i o n s  to the S t a t e ' s  M e d i c a i d
b u d g e t  if this b i l l  is a p p r o v e d .  Yet, this bi l l  r e c e i v e d  o n l y  o n e  
c o m m i t t e e  r e f e r r a l ,  that of HESS. It s h o u l d  be r e f e r r e d  to t h e  F i n a n c e  
C o m m i t t e e  w h e r e  t h e  c o m p l e x  q u e s t i o n s  r e l a t i n g  to M e d i c a i d  c a n  be 
a p p r o p r i a t e l y  d e a l t  with.
2) T h e  g r o w t h  in the c o n s u m e r  p r i c e  i n d e x  a n d  the i n f l a t i o n  f a c t o r s  u s e d
in the M e d i c a i d  r a t e  s e t t i n g  p r o c e s s  d o  n o t  s u p p o r t  i n c r e a s i n g  the d o l l a r  
t h r e s h o l d  for C O N  r e v i e w  f r o m  $1 m i l l i o n  to $7 m il lion. U s i n g  t he CPI  
c o u l d  p o t e n t i a l l y  i n c r e a s e  the t h r e s h o l d  to $2 m ill io n.
3) T h e  t i m i n g  of the b i l l  is n o t  a p p r o p r i a t e .  A l a s k a  h o s p i t a l s  a r e  g o i n g
t h r o u g h  s i g n i f i c a n t  d e b a t e  a n d  n e g o t i a t i o n s  r e g a r d i n g  c h a n g e s  to the
M e d i c a i d  r a t e  s e t t i n g  p ro c e s s .  C O N  a p p r o v a l  a s s u r e s  that the c a p i t a l
c o s t s  a r e  c o n s i d e r e d  in the r a t e  settin g.  T h e  b a l a n c e  of  r e g u l a t o r y  
r e v i e w  a n d  M e d i c a i d  r a t e  s e t t i n g  is a n  i ss ue  for all A l a s k a  h o s p i t a l s .
4) A l l  A l a s k a  h o s p i t a l s  a n d  n u r s i n g  h o me s ar e o p p o s e d  to th i s  bill. W h o
d oes this b i l l  b e n e f i t ?  N o t  the in dustry. A n d  n o t  the public . T h i s
b i l l  a id s  o n l y  o n e  s mall s p e c i a l  i n t e r e s t  group.
5) H o s p i t a l s  h a v e  the full e x p e n s e  of e m e r g e n c y  s ervices, b a d  debts, a n d
c h a r i t y  c a r e  a n d  o t h e r  s e r v i c e s  that are  u n p r o f i t a b l e  b u t  n e e d e d  i n  the 
c o m m u n i t y .  W h e n  p a t i e n t s  l e a v e  the h o s p i t a l  for the a l l e g e d l y  less 
e x p e n s i v e  ASC, the f i x e d  c o s t s  of the e x i s t i n g  f a c i l i t y  w i l l  b e  s p r e a d  
a m o n g  f e w e r  p a t i e n t s ,  i n e v i t a b l e  i n c r e a s i n g  the c o s t  to o t h e r  p a t i e n t s .
C O N  r e v i e w  a l l o w s  for a n y  p r i c e  a d v a n t a g e  i n d i v i d u a l  c o n s u m e r s  m a y  o b t a i n  
to b e  w e i g h e d  a g a i n s t  the i n c r e a s e d  co s t  to the e n t i r e  c o m m u n i t y .
6) H e a l t h c a r e  m a r k e t p l a c e  c o m p e t i t i o n  w o r k s  o n l y  in s t a t e s  w h e r e  
c a p i t a t e d  a n d  o t h e r  p r o s p e c t i v e  p a y m e n t  s y s t e m s  a r e  c o n t r o l l i n g  h e a l t h  
c a r e  costs. E l e v e n  of the s t a t e s  that e l i m i n a t e d  C O N  d i d  so in the 
m i d - 1 9 8 0 ' s  p r i m a r i l y  in r e s p o n s e  to the m a n a g e d  c a r e  e n v i r o n m e n t .  A l a s k a  
d oe s  n o t  h a v e  c a p i t a t e d  h e a l t h  c a r e  plans, w e  h a v e  n o  HMOs, a n d  v e r y  l o w  
m a n a g e d  care.
7) T h e  b i l l  do e s  n o t  h e l p  to a s s u r e  a c c e s s  to q u a l i t y  h e a l t h  c a r e  for all  
A l a s k a n s .

P l e a s e  v o t e  a g a i n s t  H B  297.

Sincerely,

J e r r y  L. W o o d s

I of 2 O p p o s i t i o n  M e s s a g e s 2/8/00 11:03 A M
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Representative Fred D y s o n  

State Capital, R o o m  104 

Juneau, A K  99801-1182

Dear Representative Fred Dyson:

I wou l d  like y o u  to consider the possibility of increasing the limits 

imposed by the Certificate of Need. I feel that with the inflation and cost of 

living standard increases that that limit should be raised. Please consider this 

in your decision-making process.

Warworn T>»u>j. C».u 0 «.-i* »aK«/wi CaSyMattn .?•' f t/V*»

Jean M .  W .  Tsigonis. M . D .  

Family Practice

J W T / d r

1001 Noble Street • Fairbanks, A laska 99701 
(907) 459-3500 • FAX (907) 456-8770



February 16, 2000

A l a s k a  State L e gislature 

State C a p i t o l  M S  3 1 0 0  

J u n e a u ,  A K  9 9 8 0 1

R E :  H o u s e  Bill ( H B )  2 9 7 .

T o  t h e  f o l l o w i n g  H e a l t h  E d u c a t i o n ,  S ocial S e r v i c e s  C o m m i t t e e :

T h e  H o n o r a b l e  R e p .  F r e d  D y s o n ,  C o - C h a i r m a n

T h e  H o n o r a b l e  R e p .  J o h n  Coghill, Jr., C o - C h a i r m a n

T h e  H o n o r a b l e  R e p .  T o m  B r i c e

T h e  H o n o r a b l e  R e p .  J o e  G r e e n

T h e  H o n o r a b l e  R e p .  A l l e n  K e m p l e n

T h e  H o n o r a b l e  R e p .  C a r l  M o r g a n ,  Jr.

T h e  H o n o r a b l e  R e p .  J i m  W h i t a k e r

T h e  H o n o r a b l e  R e p .  J e a n n e t t e  J a m e s

I a m  w r i t i n g  this 'etter to i n f o r m  y o u  o f  m y  position o f  f a v o r  r e g a r d i n g  ( H B )  2 9 7 .  A s  a  m e m b e r  

o f  t he A n c h o r a g e  c o m m u n i t y  for m a n y  years, I h a v e  p e r s o n a l l y  s e e n  the benefits o f  o n e - d a y ,  

a m b u l a t o r y  s u r g e r y  for t he patient as  w e l l  as the patient’s family. T h e  m a i n  benefit o f  

a m b u l a t o r y  s u r g e r y  centers is t he drastic d e c r e a s e  in the n e e d  for l o n g  stay, h i g h  c ost in-hospital 

a d m i s s i o n .  I u r g e  y o u  to c o n s i d e r  t h e  i m p o r t a n c e  o f  g o i n g  forth w i t h  a  f a v o r a b l e  “y e s ” to a  

nationally a c c e p t e d ,  c o m m u n i t y  oriented, state o f  t he art h e a l t h c a r e  facility that s e r v e s  all p e r s o n s  

a n d  offers t h e  care t h e y  s h o u l d  e x p e c t  f r o m  t he c o m m u n i t y  in w h i c h  t h e y  live.

T h a n k  y o u  for y o u r  time.

Sincerely, <
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February 7, 2000

Representative Fred Dyson 

Capitol Building 

R o o m  104

Juneau, A K  99801-1182 

Dear Representative Dyson:

Please accept this resolution unanimously passed by the Valley Hospital Association Operating Board of 

Directors urging the State of Alaska Legislature to leave the existing Certificate of Need Laws of the 

State of Alaska unchanged.

Representing a fully accredited, freestanding community hospital, I urge you to consider this matter 

carefully. Healthy competition and business growth are critical to the health care market. Today’s 

health care institutions must be efficient, lean, and practical to remain fiscally viable. At the same time, 

our citizens expect their community hospitals to represent the best interests of the community and to be 

responsible stewards of the community’s resources. With this C O N  process in place, Alaska guarantees 

our citizens that health care providers will be both profitable a n d  accountable.

In light of national healthcare trends, board members and administrators of Valley Hospital Association 

are specifically concerned that for-profit ventures will choose to serve only those with the means to pay 

and will leave all charity, Medicare, and Medicaid patients to our existing delivery system. If this 

happens, m a n y  of the mission-oriented programs designed to meet the needs of our specific community 

will be eliminated.

I would welcome an opportunity to discuss this with you personally. Please call m e  at (907) 373-3575. 

Thank you for your consideration of this important matter to our citizens and to our community hospital.

Sincerely,

Kristan Cole 

President

Operating Board of Directors

5 15  E. D A I ILIA ST ., P .O . BO X  I (>87,1’AI ,MGR, A K  99 6 4 5  (9 0 7 ) 7 4 6 -8 6 0 0



RESOLUTION

Whereas, the State of Alaska established the Certificate of Need in 1973 to control unneeded health 

expenditures and to minimize undue duplication and fragmentation;

Whereas, based on January 1999 data from the American Health Planning Association, 7 5 %  of all 

states require some form of Certificate of Need review to ensure accountability and responsible 

stewardship of community resources;

Whereas, the Certificate of Need review has the ability to facilitate the development of a responsible 

marketplace in which the desired benefits of competition and real value in health care are realized;

Whereas, the Certificate of Need considers cost, quality, capacity, convenience and access issues at the 

community level in order to balance competing needs and the community’s priorities;

Whereas, the Certificate of Need process holds health care institutions more accountable for their 

responsible stewardship of the public’s resources;

Whereas, the Board of Directors of Valley Hospital Association, Inc. recognizes its joint responsibilities 

of clinical and financial stewardship to the Mat-Su Valley;

Whereas, the Valley Hospital Association, Inc. Board of Directors recognizes that expensive health 

planning decisions in a relatively small community must always be made for the greatest good;

Whereas, altering, amending, or doing away with the present Certificate of Need procedure would 

likely undermine the financial viability of Valley Hospital, which strives to represent the best interests of 

our community by relying on profitable services to support other mission-driven health programs;



Therefore be it resolved that the majority of the Valley Hospital Association, Inc. Operating Board of 

Directors calls upon the Alaska Legislature to leave the existing Certificate of Need Laws of the State of 

Alaska unchanged. In particular, the Valley Hospital Association, Inc. Operating Board of Directors 

advises the Alaska Legislature to maintain the $1,000,000 Certificate of Need threshold currently 

recommended by the State of Alaska.

Be it resolved that the majority of the Valley Hospital Association, Inc. Operating Board of Directors 

calls upon all health care providers to join in supporting these efforts to encourage continued healthy 

discussions of health policy planning in the Mat-Su Valley, keeping in mind that all policy decisions 

should be made for the community’s greatest good.

Valley^ Hospital A ssociation, Inc.

O perating B oa id  President

A T T E S T :
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C S  F O R  H O U S E  B I L L  N O .  297(STA)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N

BY TH E HOUSE STATE AFFAIRS COM M ITTEE

Offered:
Referred:

Sponsorts): REPRESENTATIVES JAM ES, Rokeberg, Kott. Bunde

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  Act relating to the certificate of need program; and providing for an

effective date."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  18.07.031(a) is amended to read:

(a) Except as provided in (c) of this section, a [A] person m a y  not make an 

expenditure of SI.000.000 or more for any of the following unless authorized under 

the terms of a certificate of need issued by the department:

(1) construction of a health care facility;

(21 alteration of the bed capacity of a health care facility; or 

1 3) addition of a category of health services provided by a health care

facility.

* Sec. 2. A S  18.07.031 is amended by adding a n e w  subsection to read:

(c) Notwithstanding (a) of this section, a person w h o  is lawfully operating a 

health care facility other than a nursing h o m e  at a site m a y  make an expenditure of

- 1 -  C S H B  2 9 7 ( S T A )
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any amount in order to relocate the services of that facility to a n e w  site in the same

community without obtaining a certificate of need as long as neither the bed capacity 

nor the number of categories of health services provided at the n e w  site is greater. 

However, notwithstanding the expenditure threshold in (a) of this section, a person 

m a y  not use the site from which the health care facility relocated for another health 

care facility unless authorized under a certificate of need issued by the department.

* Sec. 3. A S  18.07.111 is amended by adding a n e w  paragraph to read:

(10) "nursing home" has the meaning given in A S  08.70.180.

* Sec. 4. The uncodified law of the State of Alaska is amended by adding a n e w  section 

to read:

A P P L I C A B I L I T Y .  A S  18.07.031(c), added by sec. 2 of this Act, applies to a

relocation that begins on or after the effective date of this Act.

* Sec. 5. This Act takes effect immediately under A S  01.10.070(c).

W O R K  D R A F T  W O R K  D R A F T  1 - L S 1 3 0 3 \ N
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C S  F O R  H O U S E  B I L L  N O .  298( )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N

BY

Offe red :
R e fe r r ed :

Sponso r(s ) :  R E P R E S E N T A T IV E S  M U R K O W S K I ,  B rice , Ph i l l ip s

A  B E L L

F O R  A N  A C T  E N T I T L E D  

" A n  Act requiring that health care insurers provide coverage for treatment of 

diabetes."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  21.42 is amended by adding a new section to read:

Sec. 21.42.390. Coverage for treatment of diabetes, (a) A  health care 

insurer that offers in this state a health care insurance plan shall initially and at each 

renewal provide coverage for the cost of treating diabetes, including medication, 

equipment, supplies, outpatient self-management training or education, and nutrition 

therapy, if diabetes treatment is recommended by a health care provider. The coverage 

required by this section is subject to standard policy provisions applicable to other 

benefits, including deductible or copayment provisions. Coverage for the cost of 

diabe'es outpatient self-management training or education and for the cost of nutrition 

therapy is only required if provided by a health care provider with training in the 

treatment of diabetes.

- 1 -  C S H B  2 9 8 (  )
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1 (b) In this section,

2 (1) "diabetes" includes insulin-dependent diabetes, insulin-using

3 diabetes, gestational diabetes, and non-insulin-using diabetes;

4 (2) "health care provider" means a person licensed to provide health

5 care services as required by the state.
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C S  F O R  H O U S E  B I L L  N O .  298( )

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N

BY

O ffered:
Referred:

Sponsor(s): R E P R E S E N T A T IV E S  M U R K O W SK I, B rice, Phillips

A  B I L L

F O R  A N  A C T  E N T I T L E D

" A n  Act requiring that health care insurers provide coverage for treatment of

diabetes."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  21.42 is amended by adding a new section to read:

Sec. 21.42.390. Coverage for treatment of diabetes, (a) A  health care 

insurer that offers in this state a health care insurance plan shall initially and at each 

renewal provide coverage for the cost of treating diabetes, including medication, 

equipment, supplies, outpatient self-management training or education, and nutrition 

therapy, if diabetes treatment is recommended by a health care provider. The coverage 

required by this section is subject to standard policy provisions applicable to other 

benefits, including deductible or copayment provisions. Coverage for the cost of 

diabetes outpatient self-management training or education and for the cost of nutrition 

therapy is only required if provided by a health care provider with training in the 

treatment of diabetes.

-1-
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(b) In this section,

(1) "diabetes" includes insulin-dependent diabetes, insulin-using 

diabetes, gestational diabetes, and non-insulin-using diabetes;

(2) "health care provider" means a person licensed to provide health 

care services as required by the state.
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Session: 
Auska State Capitol 

Juneau, AK 99801-1182 
Phone: (907) •165-3783 

Fax: (907) <165-2293 
TOLL FREE: (877) 460-3783

Interim : 
716 W est 4tii Avenue 

Anchorage, AK 99501-2133 
PHONE: (907) 269-0174 

Fax: (907) 269-0177

S ponsor S ta tem en t 
HB 298

“A n  Act requiring that health care insurers provide coverage for treatment of

diabetes.”

H o u s e  Bill 2 9 8  w o u l d  r e q u i r e  that h e a l t h  insurers in A l a s k a  p r o v i d e  c o v e r a g e  for 

d i a b e t e s  e q u i p m e n t ,  supplies, training a n d  e d u c a t i o n  as  d e e m e d  n e c e s s a r y  b y  state 

l i c e n s e d  h e a l t h  c a r e  p r o v i d e r s .  T o  date, 3 7  states h a v e  e n a c t e d  legislation p r o v i d i n g  

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

O v e r  3 0 , 0 0 0  A l a s k a n s  a r c  a f f e c t e d  b y  diabetes. W i t h o u t  e d u c a t i o n  o r  p r o p e r  

t r e a t m e n t ,  d i a b e t e s  c a n  l e a d  to k i d n e y  failure, a m p u t a t i o n ,  n e r v e  d a m a g e ,  b l i n d n e s s ,  

e x t e n d e d  hospitalizations, h e a r t  disease, a n d  strokes. T h e s e  m e d i c a l  c o m p l i c a t i o n s ,  

a s s o c i a t e d  suffering, a n d  resulting c o s t s  arc o f t e n  a v o i d a b l e  t h r o u g h  pa t i e n t  

e d u c a t i o n  o n  p r o p e r  nutrition, exercise, b l o o d  s u g a r  m o n i t o r i n g ,  a n d  m e d i c a t i o n .

E d u c a t i o n  is t h e  f o u n d a t i o n  o f  quality d i a b e t e s  care. It is t h e  p r o c e s s  o f  p r o v i d i n g  

t h e  p e r s o n  w i t h  d i a b e t e s  t h e  k n o w l e d g e  a n d  skills n e e d e d  to p e r f o r m  self-care, 

p r e v e n t  crisis a n d  m a k e  i m p o r t a n t  life style c h a n g e s  r e q u i r e d  to effectively a v o i d  

c o m p l i c a t i o n s .  T h r o u g h  p r o p e r  e d u c a t i o n ,  t h e  d iabetic m a y  a s s u m e  h i s / h e r  

a p p r o p r i a t e  role as a n  active p a r t i c i p a n t  in the t r e a t m e n t  plan.

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

d e c r e a s e s  in h e a l t h  c a r e  utilization for p e o p l e  w i t h  d i a b e t e s  r e c e i v i n g  a p p r o p r i a t e  

e d u c a t i o n  a n d  a c c e s s  to supplies. A  W i s c o n s i n  s t u d y  e s t i m a t e s  a n n u a l  s a v i n g s  o f  

$ 9 1 7  p e r  p e r s o n  w i t h  d i a b e t e s  that translates i nto s a v i n g s  for t h e  i n s u r a n c e  i n d u s t r y  

as well. H B  2 9 8  p r o m o t e s  b e t t e r  health, a n d  ultimately, l o w e r  h e a l t h  c o s t s  f o r  t h e  

p e o p l e  o f  A l a s k a .

I urge your support of  H B  298.

A l a s k a  S t a t e  L e g i s l a t u r e

Chair:
M ilitary and Veterans Affairs

Member:
Judiciary
Community and Regional Affairs 
Labor and Commerce

R E P R E S E N T A T I V E  LISA M U R K O W S K I

Government Hill • Elmendorf • East Anchorage

S P O N S O R  S T A T E M E N T



The American Diabetes Association serving Alaska supports HB 298
“An Act requiring that health care insurers provide cove rage  for treatm ent o f d iabe tes."

A la sk a ’s  population in c ludes 30,000 people affected by d iabe te s.
D iabe te s is a d ise a se  that is la rge ly self-managed. To s ta y  healthy a person with d ia b e te s n eed s 
a c c e s s  to the proper supp lie s such  a s test strips, m eters, insulin and other m edica tions and 
de v ice s . Peop le with d iabe te s m ust a lso be educated on how to properly use th e se  supp lie s in 
conjunction with diet and exerc ise  to best m anage d iabe te s.

HB 298 will insure tha t sta te  regu lateo health p lans cover d iabe te s supp lies, equ ipm ent and the 
education needed to learn to self-manage the d isea se .

Properly managed, diabetes both improves a person’s health and results in cost savings. 
The D iabe te s Complications and Control T ria ls demonstrated that good blood g lu co se  control 
reduces co stly  complications like:

• B lin dness by 60%
• K idney d ise a se  by 56%
• M icrovascu la r nerve d ise a se  by 61%

Additional s tu d ie s  show  reductions in hospitalization, length of hospital s tay s , and em ergency 
room v is its  follow ing participation in d iabe te s self-management education programs:

• The Maine D iabe tes Control Pro ject program resu lted in 32% fewer hosp ita liza tions and 
shorte r hosp ita l s ta y s

• A M ary land program resu lted  in a 40-50% decreased  risk of hospita lization and 50% lower 
frequen cy of em ergency room v is its

• Rhode Is land found a 63% reduction in emergency room v is its after participation in an 
education program.

• A study  done for the American D iabetes Association e stim a tes sa v in g s of $917/patient/year 
a s  the m ost likely scenario

• A W isconsin  s tudy showed no rise in prem iums after that s ta te ’s  law  w as p a ssed . New 
M exico and Maine reported no expected premium in crea se s a s  a resu lt of the  leg isla tion .

R ecen t a d van ce s in the treatm ent of d iabe te s and a strong understanding of the importance of 
education for self-management of d iabe te s provide the opportunity for people to live hea lth ier and 
more p roductive lives with d iabe te s and the chance to reduce both short-term and long-term 
costs.

A potential benefit to em p loyers from better d iabe te s care is  le s s  time m issed  due  to d ia b e te s 
re la ted illn e ss and hosp ita lization , along with the improved productivity that com es when 
em p loyees a re healthy. More dram atic is the improvement in the qua lity o f life for people with 
d iabe te s .

HB 298 is not radical or new leg isla tion . To date 37 sta te s have passed  s im ila r leg is la tion . They 
inc lude large and sm a ll, rural and urban sta te s . A s recently a s la s t yea r 6 s ta te s a s  d ive rse  a s 
Californ ia and South Dakota enacted sim ila r laws. O f the 37 sta te s , half the leg isla tion w as 
signed by Repub lican and ha lf by Democratic Governors. Sim ilarly, leg is la tu re s of va rious 
political lean ings have p a ssed  the legisla tion .

W e urge you to support HB 298.

S u p p o r t  Letters a n d  Articles



A m e r i c a n  

D i a b e t e s  
*  A s s o c i a t i o n  ®
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to  p reven t and cu re d iabetes  
and to im p ro v e  the liv es o f  all 
p eo p le  a ffec ted  b y  d iabetes.

February 10, 2000

Representative Lisa Murkowski 
State Capital, Juneau , A laska

Dear Represen tative Murkowski:

In the time you read th is le tte r 2200 Americans w ill be to ld they have d iabe te s , a d ise a se  with no cure .

The passage  o f HB 298 “An Act requiring that health care insurers provide coverage for treatm ent of d iabe te s" is v ita l to the 
su rv iva l of the 30,000 A la skan s a ffected by d iabe te s .

Insurance coverage is a priority issu e  brought to the American D iabetes A ssocia tion serving A laska . Self-management of 
d iabe tes, gu ided by a m edica l team , has proven that good blood su g a r control is  the key to avo id ing the trag ic  and expens ive  
complications o f d iabe te s.

Diabetes is the leading cause of:
• B lindness (d iabete s is the leading cau se  of adu lt b lindness in the United S tates),
• Stroke
• Heart D isease 
o K idney Failure
• Amputation
• Neuropathy ( loss o f fee ling in limbs).

Diabetes is serious, causing 193,000 deaths per year.

Home g lucose monitoring and new pharm aceutica l treatm ents for d iabe te s allow those who live  each d a y  with d ia b e te s the se lf­
m anagement too ls to a s s e s s  the ir m edica l condition at any given moment and respond. Thus avo id ing tim e consum ing and 
costly em ergency treatm ent or hospita lization .

Control of diabetes tran s la te s to the reduction of complications. Dollars spent to re im burse home g lu co se  monitoring w ill reduce
the complications of d iabe te s. Home care costs average  $2500 per year, avoid one day of hosp ita lization with IV therapy and
the cost of care has paid for itse lf.

You will rece ive vo lum es of c lin ica l, s ta tis tica l and financia l data regarding d iabe te s . I hope I can  sh are  the human s id e  of 
d iabetes.
• Senior C itizens -  M ed icare now cove rs testing supp lie s and insulin pumps, sen io rs do not have  to choose between 

d iabe te s care and heat in winter,
• Fam ilies - How do you choose between care fo r a child with d iabe te s and making en d s m eet for a fam ily o f 4?
• Working Ind iv idua ls - W ho rely on the security o f health insurance benefits to control their d iabe te s , too often find that many 

supp lies, the too ls they neod to s tay  healthy and a live , are exc luded from coverage .

HB 298 will help thou sands o f A laskans. Thank you for your support and caring,

M ichelle A. C assano
Area Executive D irector
American D iabetes A ssoc ia tion , serving A laska
907-272-1424 m cassano@ d iabe te s .o rg

Alaska Office
801 W. Fireweed Lane, Suile 103, Anchorage, Alaska 99503 Tel: (907) 272-1424 Fax: (907) 272-1428 

For Diabetes Information Call t-HOODIABETES • http://www.diabetes org 
The Association gratefully accepts gifts through your will.

mailto:mcassano@diabetes.org
http://www.diabetes
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Representative Lisa Murkowski

State Capitol

Suite 406

Juneau, A K

99801

Dear Representative Murkowski,

I a m  writing to offer support for the introduced legislation providing coverage for 

treatment of diabetes (HB298). I a m  the Alaska Ar ea Diabetes Control Officer with 

Indian Health Service. I would like to point out several compelling arguments for 

enacting this mandate.

Indian Health Service has over 10 years’ worth of quality improvement data on a number 

of elements of diabetes care. Enclosed is a summary chart of the Fiscal Year 1998 audit 

broken into Indian Health Service Areas. This information is based on manual chart 

audits done by standardized criteria. There is a distinct correlation seen in patient 

education, self-monitoring of blood sugars (a measure of patient self-management) and 

blood sugar control. Alaska for example has the highest percentage of patients with good 

blood sugar control (defined as a hemoglobin A l e  <  7.5). I believe this is directly linked 

to the fact that Alaska also has the highest percentage of Native American patients w h o  

have received diet education, exercise education, and w h o  perform self-monitoring.

It is important to realize that Native patients currently receive these educational services 

and blood sugar monitoring supplies for free through the Indian Health Service. But as 

our health care system moves to tribal health corporations, w e  will need third party 

reimbursement to continue these key areas of diabetes management. The evidence for the 

effectiveness of patient education and h o m e  monitoring is there in our audit data. H B 2 9 8  

would have an immediate impact on Native and non-Native diabetic patients by 

increasing their options for learning improved self-management of this chronic condition 

affecting daily life.

There is good evidence for the cost-effectiveness of this legislation as well. I enclose 

two articles: one on the direct medical costs of complications resulting from Type 2 

diabetes (Diabetes Care July 1998), and the other is a cost effectiveness analysis on the 

related chronic disease condition of hypertension (British Medical Journal 

Septemberl998).

Diabetes is the number one cause of non-traumatic amputation, number one cause of 

acquired blindness, number one cause of kidney failure resulting in dialysis, and a major 

contributor to heart disease in this country. The United K i n g d o m  Prospective Diabetes 

Study (multiple articles in the British Medical Journal and the Lancet beginning 9/98) has 

shown that better blood sugar control significantly decreases the chance of developing 

each of these complications. The high cost of these events compared to the low cost of 

screening tests to prevent complications is compared in the Diabetes Care article.



Anything that contributes to better glucose control (patient education, monitoring 

supplies) m a y  cost a little more in * ' . e  short run, but will save the huge medical costs of 

complications ($27,630 for a heart attack, $53,659 for end-stage kidney disease) as 

quoted in the Diabetes Care article.

The British Medical Journal article on hypertension concludes that the economic analysis 

of tight B P  control (including increased patient visits and increased medication use) “has 

a cost effectiveness ratio that compare favorably with m a n y  accepted healthcare 

programs.” W e  have every reason to believe that this is true for blood sugar control as

I hope that you will take these important data analyses into consideration w h e n  acting 

upon the proposed legislation. If you have any questions, please contact m e  at (907) 729- 

1126 or by e mail ikellv@anthc.org.

well.

Sincerely,

Jane Kelly. M D  

ANC-Diabetes 

4315 Diplomacy Drive 

Anchorage A K  99508

mailto:ikellv@anthc.org


I am w riting to ask for your support of diabetes insurance reform legislation in 
Alaska. This legislation, House Bill 298, will ensure that Alaskans will have 
access to diabetes medicines, equipment and education. This is so critical to the
30,000 Alaskans who have diabetes oecause self-management on a daily basis is 
their only lifeline to health. I have an 11-year-old daughter who has Type I, 
insulin-dependent diabetes, and uses an insulin pump. Our family is insured 
w ith minimal coverage for her supplies which cost about $300-$500 a month. The 
insurance company denied switching from 5 shots a day to a continuous infusion 
pump until we twice appealed through our physician pleading medical necessity 
to prevent long-term complications. I know many others who battle w ith their 
insurance companies to cover equipment and supplies for daily glucose 
monitoring and the life-saving medications.

We're encouraged that research shows that having the tools to manage her 
disease now will prevent the known complications of this disease including 
pregnancy complications, blindness, kidney failure, nerve damage and 
amputations. It is a bargain to pay for prevention of these expensive medical 
complications! My daughter, Lauren Bell, and I will be traveling to Juneau on 
Tuesday, Feb. 22 to attend the hearing in the HESS committee on this HB 298, 
and would be happy to speak w ith you about our personal and community 
support of this Diabetes Insurance Reform.

Thank you for considering my request for your support of this important 
legislation.

Sincerely,
Mary Lou Kelsey 
Homer AK

D e a r  R e p r e s e n t a t i v e ,

Mary Lou Kelsey 
e-mail<wmbell@alaska,net> 
Box 894, Homer, A.k.,99603 
907-235-7739 or 299-1985
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S tu d ie s  o n  D ia b e te s  in s u ra n c e  C o v e ra g e  H B  298

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

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

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

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

d i a b e t e s .

• The State of Maine and the CDC sponsored a diabetes self-management 
training program in 30 hospitals and health centers, following 1,488 
patients over 3 years. Result: A 32% reduction in hospital admissions with 
a savings of $293 per participant, or $3 saved for every $1 spent on 
diabetes self-management training.

• Maryland recently established a Diabetes Care Program for its Medicaid 
population to deliver a system of comprehensive and preventive care for 
people with diabetes. The program promotes preventive services such as 
outpatient diabetes education, nutrition counseling, therapeutic footwear, 
blood gluccse monitors and supplies. The State of Maryland Diabetes 
Care Program (DCP) concluded, "...enrollment in the DCP resulted in 40- 
50% decreased risk of hospitalization and 50% lower frequency of 
emergency room visits compared to a control group."

• Merk-Medco Managed Care, which offers a specialized diabetes 
program, testified before Congress in 1996 that, a recent outcomes study 
conducted with almost 2,000 patients enrolled in our Diabetes Patient 
Support Program showed that hospitalizations were reduced by 21 
percent; diabetes specific hospitalizations were reduced by 25 percent; 
diabetes-specific outpatient visits were reduced by 53 percent.

• Honeywell Corporation, with $6.7 billion in 1995 revenues and 53,000 
employees has made a commitment to its workers with a program called 
Lifesavers. The program consists of four modules, including one for 
diabetes, that has produced a net return to the company of $434,000 over 
the past three years and enabled the company to reduce the allocation to 
its self-insurance fund by $1.8 million in 1995. As part of its diabetes 
module the company reimburses for all test strips and supplies needed 
for blood glucose monitoring and for two health education courses per 
year. (BAH, Successful Disease Management: Diabetes page 7-8).
Diabetes education has long been acknowledged as a critical component 
of care. According to Healthy People 2000, the national health promotion 
and disease prevention report prepared under the direction of the Bush 
Administration: "Patient education is generally considered an integral 
aspect of patient management and a mainstay of patient self-care. It is



so widely accepted as standard diabetes management that a rigorous 
study design that denies education to a control group would be 
unethical." Unfortunately, access to such education is still very 
inconsistent. Only some 35% of people with diabetes have attended 
patient education classes (Diabetes Care, August 1994). According to a 
study published jointly by the American Association of Diabetes 
Educators, American Diabetes Association, The American Dietetic 
Association, Centers for Disease Control and Prevention and the National 
Diabetes Advisory Board, "Lack of reimbursement is probably the most 
significant impediment to the development of diabetes outpatient 
education programs. It is simpler to receive reimbursement for inpatient 
care and bury the costs of education, but it is far more expensive and far 
less effective."
The Congressional Budget Office (CBO) analyzed the potential costs of a 
package of Medicare preventive services and determined that if Medicare 
pays for diabetes education and blood test strips, the Federal government 
will begin to save money after three years. Congressional Budget Office, 
"Preliminary Cost Estimate for The Medicare Preventive Benefits 
Improvement Act," CBO December 1995 Baseline, January 3,1996 
training.
A Wisconsin study done after passage of their insurance reform 
legislation found that directing the private insurance market to offer a 
comprehensive diabetes benefit covering education, equipment and 
supplies did not have an appreciable impact on premiums. It estimated 
that the mandate resulted in cost of 0.1% of premium.

Recent studies in both Pennsylvania and California analyzed proposed 
diabetes insurance reform legislation. The Pennsylvania report "...finds 
evidence to suggest that providing diabetics with supplies, medication, 
self-management education, and medical nutrition therapy can be both 
medically and cost effective." The California study concludes that, 
"research conducted on the cost effectiveness of these programs indicates 
that in the short run program costs may approximately equal cost savings, 
and that over longer time periods the programs are cost-effective."



C om m on  Issu e s R eg a rd in g  In su ran c e  C overag e  Fo r D ia b e te s
Responses from  Steve Bieringer, Regional Advocacy D irector, American Diabetes 

Association & David Holtzman, Director, Government Affairs, American Association of
Diabetes Educators.

ISSUE: Mandating cov erage of benefits will increase the cost of health insurance which 

m a y  have the unintended consequence of increasing the n u m b e r  of uninsured as 

employers decrease their contributions or drop insurance.

R E S P O N S E :  The insurance industry often raises these issues in general as an argument 

against mandates. I have not seen, and they have never produced, a study that shows 

Diabetes Insurance Reform will increase costs resulting in lost coverage for people. In 

fact numerous studies s h o w  that covering diabetes equipment, supplies and the 

education to learn to self-manage the disease will reduce costs. Short-term costs are 

reduced because of fewer hospitalizations, length of hospital stays and fewer emergency 

r o o m  visits. Lessening complications of diabetes such as blindness, end-stage renal 

disease, and microvascular disease reduces long-term costs. The industry opposes the 

diabetes mandate simply because they are afraid it will open the door to other mandates 

that m a y  have a cost.

ISSUE: Small employers moving to self-funding to avoid state insurance laws; the 

majority of Alaskans are not impacted because their plans are not subject to state law.

R E S P O N S E :  It is true that a federal law, ERISA, not state law, regulates the self-insured 

plans usually associated with large employers. It does not lessen the need for state 

insurance reform to help the 3 0 %  or so w h o  are in state regulated plans. Of those 

covered by health plans not subject to state insurance laws, m a n y  already have the 

benefit of such coverage. The Medicare program provides coverage of monitors, strips 

and diabetes education. The Federal Employee Health Plan requires, with a few 

exceptions for so m e  collective bargaining units, coverage for pumps, monitors, strips 

and education. Some, but not all, self-funded self-insuring plans provide coverage for 

strips and monitors although education is covered in limited cases. Finally, Alaska's 

Medicaid program covers monitors, strips and medical nutrition therapy for people with 

Type 1 or Type 2 diabetes

ISSUE: Mandated offers vs. mandated coverage

R E S P O N S E :  While so m e  insurers m a y  offer this benefit and s o m e  employers m a y  

purchase it, serious gaps are left with mandatory offerings. Those gaps prevent and 

m a k e  it difficult for people with diabetes to receive the needed supplies, equipment, and 

education. Of the 37 states that require coverage and the three that have mandatory 

offering, only one does not include access or reimbursement to diabetes education. The 

experience of the mandatory offering states is not good. W h e n  coverage is provided 

only by w a y  of a mandatory offering of a rider, the cost of coverage for the rider is borne 

exclusively by the people with diabetes participating in the coverage. In addition, the 

cost of the insurer's overhead is added to tire costs of the rider pool. Experience shows 

that for m a n y  people with diabetes the cost of the rider is greater than the out of pocket 

expense they incurred prior to the rider.
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Rc:IIB 298, Diiibcies Insurance Reform

Subject: R e : H B  298, Diabetes Insurance Reform 

Date: Fri, 18 Feb 2000 11:16:37 -0900 

From: "William Bell" < wmbell@alaska.net>

To: bbogren@diabetes.org

C C :  Representative_Lisa_Murkowski@ligis.state.ak.us, 

Representati ve_GaiI_Phillips@legis.state.ak.us

F e b r u a r y  17, 2 000 
D e a r  R e p r e s e n t a t i v e ,

I a m  w r i t i n g  to a s k  for y o u r  s u pp or t of 
d i a b e t e s  i n s u r a n c e  r e f o r m  l e g i s l a t i o n  in Alaska. 
Th i s  l e g i s l a t i o n ,  H o u s e  Bi l l  298, w i l l  e n s u r e  that 
A l a s k a n s  w i l l  h a v e  a c c e s s  to d i a b e t e s  m edicines, 
e q u i p m e n t  a n d  e d u c a t i o n .  T h i s  is so c ri ti cal  to the 
30, 00 0 A l a s k a n s  w h o  h a v e  d i a b e t e s  b e c a u s e  self- 
m a n a g e m e n t  o n  a d a i l y  b a s i s  is t h e i r  o n l y  l i f e l i n e  
to health. I h a v e  a n  11 y e a r  o l d  d a u g h t e r  w h o  ha s 
T y p e  I, i n s u l i n - d e p e n d e n t  d iabetes, a n d  use s an 
i n s u l i n  pump. O u r  f a m i l y  is i n s u r e d  w i t h  m i n i m a l  
c o v e r a g e  for h e r  s u p p l i e s  w h i c h  co s t  ab ou t $300- 
$500 a month. T h e  i n s u r a n c e  c o m p a n y  d e n i e d  
s w i t c h i n g  f r o m  5 s ho ts  a d a y  to a c o n t i n u o u s  
i n f u s i o n  p u m p  u n t i l  w e  t w ic e a p p e a l e d  th r o u g h  our  
p h y s i c i a n  p l e a d i n g  m e d i c a l  n e c e s s i t y  to p r e v e n t  
lo n g  t e r m  c o m p l i c a t i o n s .  I k n o w  m a n y  ot her s w h o  
b a t t l e  w i t h  t h e i r  i n s u r a n c e  c o m p a n i e s  to c o ve r 
e q u i p m e n t  a n d  s u p p l i e s  for d a i l y  g l u c o s e  m o n i t o r i n g  
a n d  the l i f e - s a v i n g  m e d i c a t i o n s .  W e ' r e  
e n c o u r a g e d  th a t  r e s e a r c h  s h o w s  that h a v i n g  the 
tools to m a n a g e  h e r  d i s e a s e  n o w  w i l l  p r e v e n t  the 
k n o w n  c o m p l i c a t i o n s  of this d i s e a s e  i n c l u d i n g  
p r e g n a n y  c o m p l i c a t i o n s ,  b l in dn es s, k i d n e y  failure, 
n e r v e  d a m a g e  a n d  a m p u t a t i o n s .  It is a b a r g a i n  to 
p a y  for p r e v e n t i o n  of thec° e x p e n s i v e  m e d i c a l  
c o m p l i c a t i o n s !  M y  daughter, L a u r e n  Bell, a n d  I w i l l  
b e  t r a v e l i n g  to J u n e a u  o n  T ue sday, Feb. 22 to 
a t t e n d  the h e a r i n g  in the H E S S  c o m m i t t e e  on this HB 
298, a n d  w o u l d  b e  h a p p y  to s p e a k  w i t h  y o u  a b o u t  our 
p e r s o n a l  a n d  c o m m u n i t y  s u p p o r t  of this D i a b e t e s  
I n s u r a n c e  R e f o r m .  T h a n k  y o u  for c o n s i d e r i n g  m y  
r e q u e s t  for y o u r  s u p p o r t  of this i m p o r t a n t  
le gi sl a t i o n .  I l o o k  f o r w a r d  to y o u r  response. 
Sincerely,
M a r y  Lou K e l s e y  
e - m a i l < w m b e l l @ a l a s k a , n e t >
B o x  894, Homer, A k . , 99603 
9 0 7 - 2 3 5 - 7 7 3 9  or  2 99 - 1 9 8 5

2/21/00 12:30 P M
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A ..American Diabetes Association

R e p r e s e n t a t i v e  F r e d  D y s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l
J u n e a u ,  A l a s k a  9 9 8 0 1 -1 1 8 2

C o r r e s p o n d e n c e  v ia  e l e c t r o n i c  m a i l
F e b r u a r y  18, 2 0 0 0

D e a r  R e p r e s e n t a t i v e  D y s o n :

I a m  w r i t i n g  to  a s k  f o r  y o u r  s u p p o r t  o f  d i a b e t e s  i n s u r a n c e  r e f o rm  l e g i s l a t i o n  in  A l a s k a .  
T h i s  l e g i s l a t i o n  w i l l  e n s u r e  t h a t  A l a s k a n s  h a v e  a c c e s s  to  d i a b e t e s  m e d i c i n e s ,  e q u i p m e n t  a n d  
e d u c a t i o n .  H o u s e  B i l l  2 9 8 ,  s p o n s o r e d  b y  R ep .  M u r k o w s k i ,  is s c h e d u l e d  n e x t  T u e s d a y  f o r  a  
h e a r i n g  in  t h e  H o u s e  H e a l t h  E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  c o m m i t t e e .  T h e  S e n a t e  H e a l t h  
E d u c a t i o n  a n d  S o c i a l  S e r v i c e s  C o m m i t t e e  s p o n s o r e d  c o m p a n i o n  l e g i s l a t i o n ,  S e n a t e  B i l l  2 7 6 .

D i a b e t e s  is a  s e r i o u s  d i s e a s e  a f f e c t i n g  m o r e  th a n  3 0 ,0 0 0  A l a s k a n s .  It is th e  l e a d i n g  c a u s e  
o f  k i d n e y  f a i lu r e ,  b l i n d n e s s ,  n e r v e  d a m a g e  a n d  a m p u t a t i o n s .  D i a b e t e s  is a  m a j o r  r i s k  f a c t o r  fo r  
h e a r t  d i s e a s e  a n d  s t ro k e .  I n  a d d i t i o n  to  t h e s e  s e r i o u s  h e a l t h  c o m p l i c a t i o n s ,  d i a b e t e s  c a r e  r e s u l t s  in 
s i g n i f i c a n t  m e d i c a l  c o s t s .

D i a b e t e s  c o m p l i c a t i o n s  c a n  b e  m in im i z e d  a n d  h e a l t h  c a r e  c o s t s  c a n  b e  s i g n i f i c a n t l y  
r e d u c e d  w i t h  a c c e s s  to  t h e  p r o p e r  s u p p l i e s ,  e q u i p m e n t ,  a n d  e d u c a t i o n .  S o m e  i n s u r a n c e  p l a n s  in 
o u r  s t a t e  d o  c o v e r  d i a b e t e s  s u p p l i e s  a n d  e d u c a t i o n ,  b u t  A l a s k a  d o e s  n o t  c u r r e n t l y  r e q u i r e  i n s u r e r s  
to  p r o v i d e  th i s  c o v e r a g e .  M a n y  p e o p l e  w i th  d i a b e t e s  h a v e  t r o u b l e  o b t a i n i n g  r e im b u r s e m e n t  f r o m  
th e i r  i n s u r e r s  a n d  a r e  u n a b l e  to  m a n a g e  t h e i r  d i s e a s e .

D i a b e t e s  is a  d i s e a s e  th a t  is l a rg e ly  s e l f -m a n a g e d .  In o r d e r  to  s t a y  h e a l t h y ,  th e  p a t i e n t  
m u s t  h a v e  a c c e s s  to  s u p p l i e s ,  s u c h  a s  te s t  s t r ip s ,  b lo o d  g l u c o s e  m e t e r s  a n d  in su l in .  P e o p l e  w i t h  
d i a b e t e s  n e e d  t r a i n i n g  o n  h o w  to  u s e  t h e s e  s u p p l i e s .  P a t i e n t  e d u c a t i o n  is a l s o  e s s e n t i a l  t o  s u p p o r t  
t h e  l i f e s t y l e  c h a n g e s  r e q u i r e d  f o r  s u c c e s s f u l  s e l f -m a n a g e m e n t  o f  t h e  d i s e a s e .

P l e a s e  t a k e  a  m o m e n t  t o  r e v i e w  t h e  m a t e r i a l  e n c l o s e d  w i t h  th i s  le t te r .  T h i s  m a t e r i a l  
d e m o n s t r a t e s  w h y  d i a b e t e s  i n s u r a n c e  r e f o rm  w i l l  p r o m o t e  im p r o v e d  h e a l t h  a n d  w i l l  a l s o  l o w e r  
h e a l t h  c o s t s  f o r  p e o p l e  l i v i n g  w i th  d i a b e t e s  in A la s k a .

Y o u r  s u p p o r t  f o r  th i s  im p o r t a n t  l e g i s l a t i o n  is g r e a t l y  a p p r e c i a t e d .

S in c e r e ly ,
B e t s y  T u r n e r - B o g r e n  
F a i r b a n k s  D i s t r i c t  M a n a g e r  
A m e r i c a n  D i a b e t e s  A s s o c i a t i o n  
E -m a i l :  hhourcntf td iahetes .orK

E n c l o s u r e s



A  ..American Diabetes Association®
T h e  C a s e  f o r  D i a b e t e s  I n s u r a n c e  R e f o r m  i n  A l a s k a

Objective: Improved access to diabetes seif-management education, equipment and supplies. 
Resu lts : Cost savings and better health fo r 30,000 A laskans with diabetes.
W H A T  WILL THIS L EGISLATION D O ?

It will requ ire that individual and group health insurance po lic ies provide cove rage for d iabe te s 
equ ipm en t and supp lie s and for d iabe te s education for se lf-management.

W H O  WILL B E N E F I T  A N D  W H Y  IS IT N E E D E D ?
30,000 A la skan s have  d iabe te s. Many have trouble obtain ing the m ed ica lly n ece ssa ry  equipment, 
supp lie s, and self-management education that providers prescribe.

N um erous s tu d ie s show  that a c c e s s  to the proper equipment, supp lie s and education re su lts in 
improved health care at no additional cost, and often a cost sav in g s .

H O W  C A N  T H E R E  B E  C O S T  S A V I N G S ?
Short-term sav in g s , a s  docum ented in s ta te s where th is leg is la tion is in p lace, are due to few er 
hosp ita liza tion s, length of hospital stay s , and em ergency room v is its , a s the follow ing s tu d ie s show;
• 32% few er hosp ita liza tions and hospital days in Maine,
• 40-50% drop in hosp ita lizaiton and 50% lower frequency of em ergency room v is its  

in Maryland,
• 63% reduction in em ergency room v is its  for insulin using d iabe tic s in Rhode Is land.

Long-term sa v in g s , a s  docum ented in s ta te s where th is leg isla tion is in p lace, resu lt from a reduction 
in expen s ive  long-term complications a s  docum ented in the D iabetes Control and Complications Trial:
• B lin dness reduced by 60%,
• K idney d ise a se  reduced by 56%,
• M ic ro vascu la r nerve d ise a se  reduced by 61 %.

H O W  M U C H  WILL T H E  C O S T  S A V I N G S  B E ?
It is  hard to sa y  exactly  but experience and stud ie s show:
• In M aine, $3 sa ve d  for every $1 spent on d iabe te s self-management training, sav ing $293 per 

participant,
• E stim a ted  sa v in g s of $2,319 per patient each yea r in a county hospital se tting a s  reported in the 

New Eng land Journal of Medicine,
• E stim a ted  sa v in g s of $437,500 per year for education invo lving 12,950 ind iv idua ls with d iabe te s 

a s  reported in the Journal of the American Dietetic A ssociation ,
• E s tim a te s sa v in g s of $917 per patient in the most like ly scenario  of a study for the American 

D iabe te s A ssociation ,
• Per person co sts for M edicaid patients after d iabe te s education dropped from $5,271 to 3,533.

IS THIS N E W ,  C U T T I N G  E D G E  LEGISLATION?
No. In fact, thirty-seven s ta te s have p assed  sim ilar leg isla tion . It has been signed by Repub lican and 
Democratic governors a like.

WILL I N S U R A N C E  P R E M I U M S  RISE?

Not acco rd ing to a W isconsin  study undertaken after its law  p assed . New Mexico and Maine report 
no expec ted  in crea se s in adm in istrative costs .



Transcribed summary of tlw
D ia b e te s  P rev en tiv e  C a re  C ost Im p act S tu dy  

for  th e  A m erican  D ia b etes  A sso c ia tio n  
April 1 1, 1997 

Susan K A lbcc, F .S .A .
T im  D. Lee, F .S .A .

M illim an & Robertson, Inc.

I. E xecutive Sum m ary

M illim an & R obertson, Inc. (M & R) w as engaged by the A m erican D iabetes A ssociation  to s tu d y  th e  
ex p ected  im p a c t 011 in su red  h ea lth  care  co sts  o f  req u ir in g  in su rers  and HM Os to co v er  cer ta in  
su p p lie s , e q u ip m en t and  ed u ca tion  re la ted  to  d ia b etes  trea tm en t. C u rren tly , m an y p r iv a te  in su ra n ce  
p la n s  d o  n ot c o v er  su ch  item s. T he A D A  contends that coverage o f  supplies and education w ill likely  
result in net sav ings to insurers due to resulting im proved health for people with diabetes.

O u r  a n a ly s is  su p p o rts  th is v iew  b ased  on a  n u m b er  o f  p u b lish ed  s tu d ie s  w h ich  sh o w  d ecrea se s  in  
h ea lth  c a r e  u tiliza tio n  for  p eop le  w ith  d ia b etes  rece iv in g  a p p ro p r ia te  ed u ca tion  a n d  a ccess  to  
su p p lie s . W e first looked at expected  cost sav ings in an un-discountcd, unm anaged environm ent; in other 
w ords, w ithout considering the effects o f  m anaged care. U sing  cost date from M & R ’s ex ten sive  health cost 
database, w e h ave translated the findings from the published studies into annual potential dollar cost 
sav ings per person with diabetes. Our estim ates o f  the net cost im pact range from average annual net 
sav ings o f  $1 ,971  to a net cost o f  $237  per person with diabetes per year. T h e m ost lik e ly  sc e n a r io  sh ow s  
$ 9 1 7  in  a n n u a l sav in g s. T h ese  Figures arc  b ased  on a v era g e  an n u a l co st sa v in g s o v er  a Five y ea r  
p er iod  ex p ressed  in  1996 d o llars.

T he study is applicable to com m ercial insurance coverage for the under age 65 population. T he supplies 
and education covered  include test strips, syringes, lancets, g lucose m onitors, outpatient education courses  
and nutritional counseling. T he analysis com pares expected health care costs for peop le w ith diabetes w ith  
full coverage a listed above to the costs o f  those with no coverage o f  these item s.

T he fo llow in g  report outlines the assum ptions used in reaching these conclusions. In our analysis, w e 
relied upon published data sources to support estim ates o f  the impact o f  providing the proposed package o f  
benefits in terms o f  utilization savings. N u m erou s s tu d ie s  sh o w  that ed u ca tion  and  a cce ss  to  su p p lie s  
for  se lf-m a n a g e m e n t o f  d ia b etes  im p rove  lin g -term  h ea lth  for  p eop le  w ith  d ia b etes . H ow ever, the 
potential effect on overall health care costs for a com m ercially  insured population has not been quantified  
sufficien tly . In this study, we have applied cost data from M & R database resources to the im pact data to  
arrive at cost im pact estim ates.

II. Background

A p p r o x im a te ly  8 m illion  p eop le  in  the U n ited  S ta tes  have b een  d iagn osed  w ith  d ia b etes  and another 
estim ated 8 m illion  with diabetes have not been diagnosed (N a tio n a l D iabetes In fo rm a tio n  clearinghouse, 

"D ia b e te s  S tatistics"). D iab etes  is a  co stly  d isease , w ith  ap p ro x im a te ly  1 in  7  health  ca re  d o lla r s  in  the  
U n ited  S ta te s  a ttr ib u ta b le  to  th e  d ia b etic  p op u la tion  according to a 1992 study by L cw in-V H I. (A ltm an, 

"H e a lth  C are Expenditures f o r  People w ith D iabetes M e llitu s ” , 1992),

S tu d ies  h a v e  sh ow n  th at p eop le  w ith  d ia b etes  o ften  d o  not rece iv e  a d eq u ate  ca re  an d  ed u ca tio n  about 
th e  co n d it io n . A n  estim a ted  65%  h ave  n ev er  a tten d ed  a c la ss  o r  p rogram  ab ou t d ia b etes . T his 
includes 41%  o f  individuals with T ype I diabetes, 51% o f  insulin-treated individuals with non-insulin- 
dependent diabetes, and 76% o f  individuals with non-insulin-dcpendcnt diabetes not treated w ith insulin. 
(Betschart, "F re q ue n c y a n d  D ete rm inants o f  D iabetes P a tie n t Educ ation  A m ong A du lts  in  the U.S.



P o p u la tio n '').  L ack  o f  ad eq u a te  p rev en tiv e  ca re  m ay a lso  b e a p rob lem . In one HM O studied it w as 
determ ined that 94%  o f  m em bers with diabetes had not had docum ented annual foot exam s and 78%  were 
not referred to an ophthalm ologist. Lab screen ings w ere a lso not up to A D A  standards o f  care. (D avid son, 

“ The Q u a lity  o f  O utpatient C are  P ro v id e d  to D ia b e tic  P atients in  a  H e a lth  M a inten anc e O rg a n iza tio n  ").

III. C overed Services

In som e cases, la ck  o f  re im b u rsem en t from  h ea lth  in su ran ce  p la n s fo r  ed u cation  an d  su p p lie s  m ay  be  
a d e te r r e n t fo r  a d eq u a te  care . W hile education received during an inpatient stay or an office  visit is 
usually  covered , often o u tp a tien t ed u ca tio n  p ro g ra m s a re  not. S u p p lie s  such as g lucose m onitors, lest 
strips, and syringes arc o ften  p a id  ou t o f  p o c k e t by th e  p a tien t.

W e h a v e  ev a lu a ted  a s e t  o f  serv ice s  th a t m ig h t be covered  u n d er a h ea lth  in su ra n ce  p lan . T he set o f
serv ices inclu d es m edically  necessary su pp lies, including test strips, syringes, lancets, and m onitors. In 
addition, outpatient education courses that cover basic inform ation on the d isease, meal planning, testing, 
use o f  m edications, and necessary preventive care are included. Services a lso  include nutritional 
cou n selin g  by a licensed  nutritionist. W hile som e o f  these item s m ay be covered under current insurance  
plans, co v e r a g e  is  not u n iv ersa l.

T his report analyzes the cost impact o f  m oving  from an insurance plan in which none o f  these item s are 
covered  to one in w hich all specified  serv ices arc covered.

IV. M eth odology

V. H ealthcare C osts for People with D iabetes

T he first step in our evaluation o f  potential cost sav in gs was to build a m odel show ing expected  healthcare 
costs for a d iabetic population. In doing so ., w e relied on relative costs for diabetics to non-diabetics 
published in a study developed by L ew in-V H I. W e adjusted cost ratios from that study to arrive at ratios o f  
costs per diabetic under age 65 to costs per capita for the total under age 65  population (rather than to non- 
diabetics).

B ased  on ou r a n a ly s is , th e  co sts  p er  p erson  w ith  d iab etes are  3 .4  tim es the average  costs  p er  in su red  
in d iv id u a l. W e used such cost ratios by type o f  healthcare service tim es utilization for a standard insured  
population to estim ate utilization rales for a diabetic population. B ecause the cost data from the Lewin  
study w as from 1987 and was not lim ited to an insured population, w e used M & R ’s Health C ost G uidelines  
(our database o f  healthcare costs) charge per service assum ptions in order to calculate per capita claim  
costs for a d iabetic population.

V I. P reventive A pproaches and A ssociated  Cost Savings

N u m ero u s p u b lish ed  stu d ies su p p o r t th e  v iew  th at co st sa v in g s  w ill be a ch iev ed  by u tiliz in g  variou s  
p rev en tiv e  m ea su res  to  con tro l d ia b etes . W e have used the results o f  these studies to support estim ates 
o f  utilization sav ings that can be achieved. T hese assum ptions arc significant in (he developm ent o f  our 
results.

M a in e  D ia b e te s  C o n tro l Project

T he M a in e  D ia b e te s  C on trol P ro ject co n c lu d ed  th at p a rtic ip a tio n  in the Am bulatory D iabetic  
ed u cation  and F ollow -U p  (A D E F ) program resu lted  in  32%  few er  h osp ita liza tion s an d  h osp ita l d a y s  in 
the year fo llo w in g  com pletion o f  the education program.



T here are additional studies that support the conclusion that inpatient days can be reduced tlnough se lf- 
m anagem ent support. T he S tate o f  M ary lan d  D ia b etes  C are P ro g ra m  (D C P ) report co n c lu d e s  th a t  
en ro llm en t in  the D C P  resu lted  in  40%  - 50%  d ecreased  risk  o f  h o sp ita liza tio n  a n d  50%  lo w e r  
freq u en cy  o f  em erg en cy  room  co m p a red  to  a  con tro l group . T he study show ed little d ifference in 
number o f  physician  office  visits between cases and control. W hile this study includes on ly  the M edicaid  
population, it suggests that hospital days and em ergency room visits can be sign ifican tly  reduced with  
appropriate diabetes m anagem ent.

The D iabetes C o n tro l a n d  C om p lic ations T r ia l

T h e D ia b etes  C on tro l an d  C o m p lica tio n s T ria l (D C C T ) was a ten  y ea r  stu d y  that exam ined  w hether  
keep ing blood g lu cose  levels at as c lo se  to “normal" level as possib le w ould reduce long-term  
com plications o f  diabetes. T he study, published in the N e w  E n g la n d  J o u rn a l o f  M e dic in e , s iio w cd  th a t  
tig h t co n tro l o f  b lood g lu cose  lev e ls  red u ced  th e  in c id en ce  o f  k id n ey  d isea se  by 5 6 % , b lin d n e ss  by  
6 0 % , a n d  in icro v a scu la r  n erve d isea se  by  61 % . W hile the study on ly  included individuals w ith insulin- 
dependent diabetes, w e believe the results m ay translate to those with non-insulin-dcpcndent diabetes.

O th e r Studies

N um erous a d d itio n a l s tu d ies  h ave sh ow n  red u ced  h o sp ita liza tio n s a sso c ia ted  w ith  d ia b e te s  ed u ca tio n  
and  c a r e  p ro g ra m s, ra n g in g  from  a 20%  to a 73%  red u ction . A  63%  red u ction  in  e m e r g e n c y  room  
v is its  w a s  se e n  a s  a  resu lt o f  R hode I s la n d ’s  D iab etes  O u tp a tien t E d u ca tion  P ro g ra m  fo r  in su lin -  
u sin g  d ia b e tic s .

Based on these studies, w e have projected a potential range o f  utilization savings:

State of Maryland Diabetes Care Program

U tiliza tion  S av in gs A ssu m p tion s

Service C atceorv O ptim istic B ase P essim istic

In p a tie n t - H ospital and Physician 50% 32% 20%
O utp a tie n t  - Hospital and Physician 20% 10% 0%.
E m ergency R oo m  - Hospital and Physician 50% 32% 20%

VII. A dditional B enelit Costs

There arc initial costs for covering preventive item s to the extent they are not currently covered . E xhib it 2  
show s the expected  costs o f  education, supplies, and additional m edical services under L ow , M edium , and 
High C ost Scenarios. Education costs arc based on outpatient programs w hich arc distinct from  education  
received during physician or hospital visits.

E x p ected  in itia l an n u al costs p er  p erson  w ith  d ia b etes, ex p ressed  in  1996 d o lla r s  are:

Low: $457
M edium : $603
H igh: $1,111

T hese e s t im a te s  are  b ased  on a v era g e  co sts  o ver  a  five  y ea r  p eriod . M any o f  the underlying  
assum ptions used in the developm ent o f  supply and education costs arc based on a prior study perform ed  
by M & R  for the W ashington State Department o f  Health,



A dditional M edical Services

In addition, as noted in the introduction to this report, cu rren t m ed ica l ca re  is o ften  in a d eq u a te . Thus, 
w e w ould  assum e that w ith  b etter  m a n a g em en t o f  the d isease , m o re  p rev en tiv e  serv ices  in the form  o f  
o ff ice  v isits and lab testing w ill tak e p lace. W e have assum ed the fo llow ing  annual additional services per 
year in the three scenarios:

A dditional M edical Services A ssum ptions 

S ervice L ow  M edium High

Physician V isits 
Lab Procedures

1 per year
2 per year

2 per year 
4  per year

4 per year 
8 per year

P hysician  v is its  m ay include v ision  exam s, primary care physician visits, podiatry exam s, and other visits 
to specia lists. T h e  ab ove f ig u res  are  estim a tes o f  req u ired  a d d ition a l v is its  in  o rd er  to  a rr iv e  a t  level 
reco m m en d ed  by th e  A D A  S tandards o f  Care.

VIII. C ost Im pact M odels

Exhibit 3 sh ow s the resulting cost m odes. Th^ U n c o v e re d  Cost M o d e l is reproduces in this exhibit, 
sh ow in g  total a n n u a l co sts  p er  d ia b etic  o f  $7 ,872 . N ext, the sav ings assum ptions, frequency, charge per 
service, and annual cost per diabetic are show n for each o f  the ten service categories under the optim istic, 
base, and p essim istic  assum ptions.

T he per capita per year costs arc sum m ed to arrive at total costs before the addition o f  costs for supplies, 
education , and additional m edical care. Gross savings cq ja l costs in the U ncovered Cost M o d e l  less costs  
in the covered  m odel before additional benefit costs.

T h e  g ro ss  co st sa v in g s  eq u a l $ 2 ,4 2 8  p er  person  w ith  d ia b etes p er  y ea r  in  the O p tim istic  S cen a r io , 
$ 1 ,5 2 0  in  the B a se  S cen a r io , an d  $ 8 7 4  in  the P essim istic  S cen a r io .

T he resulting 5 year average net cost savings tire then calculated by subtracting the Low , M edium , and  
High A dditional B enefit costs from the gross cost savings. Net Cost S avings are shown below:

5 Y ea r  A v era g e  N et C ost S a v in g s /  (A d d ition s)

Optim istic  
Covered Cost

Base
C overed C ost

P essim istic  
C overed Cost

L ow  A dditional B enefit Cost 
M edium  A dditional B enefit Cost 
High A dditional B enefit C ost

$1,971 $ 1 ,063  $417
$1 ,825  $917  $271

$ 1 ,3 1 7  $409  ($237)

■



W h ile w e have used a five year tim e horizon in m ost o f  our calculations, w e expect the utilization sav in gs  
for com p lications o f  diabetes to con tinue long  beyond this tim e period.

X . C onclusion

D ia b e te s  is  a  co st ly  d isea se  a ffec tin g  m illio n s  o f  A m erican s . T here arc, how ever, m easures that can be 
taken to control the com plications o f  diabetes. P rop er  ed u ca tio n  an d  p rev en tiv e  ca re  ca n  h ave a 
s ig n if ic a n t e ffe c t  on th e  lo n g -term  h ea lth  o f  p eop le  w ith  d iab etes.

Based on the assum ptions described in this report, th is stu d y  sh o w s th a t co v er in g  the p ro p o sed  p a ck a g e  
o f  b e n e fits  fo r  p eo p le  w ith  d ia b e te s  w ill lik e ly  resu lt in  n et sa v in g s  to  in su rers  a n d  m a n a g ed  care  
o rg a n iza tio n s . T he net sa v in g s  e s t im a te s  p er  p erson  w ith  d ia b e te s  p er  y ea r  ra n g e  from  $ 1 ,971  to  
($ 3 5 5 ) o v er  a five  y ea r  tim e p er io d . T h ese  ranges are based on what w e believe are reasonable  
assum ptions, although the actual im pact cou ld  be outside this range.
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C S  F O R  H O U S E  B I L L  N O .  298(HES)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y - F I R S T  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

: H O U S E  H E A L T H ,  E D U C A T IO N  A N D  S O C IA L  SE R V IC E S  C O M M IT T E E

Spon so r( s ) :  R E P R E S E N T A T IV E S  M U R K O W S K I ,  B r ic e ,  Ph ill ips

A  B I L L  

F O R  A N  A C T  E N T I T L E D  

" A n  Act requiring that health care insurers provide coverage for treatment of 

diabetes."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  21.42 is amended by adding a new section to read:

Sec. 21.42.390. Coverage for treatment of diabetes, (a) A  health care 

insurer that offers in this state a health care insurance plan shall initially and at each 

renewal provide coverage for the cost of treating diabetes, including medication, 

equipment, supplies, outpatient self-management training or education, and nutrition 

therapy, if diabetes treatment is recommended by a health care provider. The coverage | 

required by this section is subject to standard policy provisions applicable to other 

benefits, including deductible or copayment provisions. Coverage for the cost of 

diabetes outpatient self-management training or education and for the cost of nutrition 

therapy is only required if provided by a health care provider with training in the 

treatment of diabetes.
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Representative Fred Dyson 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear Representative Dyson,

I am writing to ask for your support of diabetes insurance reform legislation in Alaska. This 
legislation, House Bill 298 and Senate Bill X, will ensure that Alaskans have access to diabetes 
medicines, equipment and education. Diabetes insurance reform will promote improved health and 
will lower health costs for people in Alaska. This legislation needs your support.

s  D iab e te s  is a  s e r io u s  d ise a se  a ffe c tin g  3 0 ,0 0 0  A la s k an s . It is the leading cause of kidney 
failure, blindness, nerve damage and amputations. Diabetes is also a major risk factor for 
heart disease and stroke. These serious health complications can result in significant 
medical costs.

•/ D iabe tes  is a d ise a se  tha t is la rg e ly  se lf-m an ag ed . In order to stay h althy, a person with 
diabetes must have access to supplies, such as test strips, meters and insulin. People with 
diabetes need training on how to use these supplies. Patient education is also essential to 
support the nutritional, exercise and lifestyle changes required for successful self­
management of the disease.

✓ S tu d ie s  sh ow  tha t d iab e te s  c om p lic a tio n s  can be m in im ized  and  hea lth  c a re  c o ts  can  
be s ig n ific a n t ly  reduced  when people with diabetes have access to supplies and patient 
education. Some insurance plans in our state do cover diabetes supplies and education, but 
Alaska does not currently require insurers to provide this coverage. Many people with 
diabetes have trouble obtaining reimbursement from their insurers and are unable to 
successfully self-manage their disease.

v' D iab e te s  a ffe c ts  m y life  on  a d a ily  b a s is : Although I don’t have this disease, my partner 
does. I know how much time he spends just tracking the reimbursements he should be 
getting, spending time on the phone trying to explain to the insurer what was missed and his 
medication bills are over a thousand dollars a month.

v' The re im bu rsem en ts  will be short all the supplies (test strips, syringes) one time and will be 
paid another time. Insurer will pay the full amount of a medication one month and 3 months 
later will only pay a portion. It is almost a full time job just to track all the money owed, 
money received, not to mention the time to try to get the insurance company to straighten it 
all out and pay their portion.

Thank you for considering my request for your support of this important legislation.
I look forward to your response.

Respectfully,

February 17, 2 0 0 0

j12
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cc: A D A  / file



R epresentative Fred D yson  
A laska State Legislature  
State C apitol
Juneau, A laska 9 9 8 0 1 -1 1 8 2  

Dear R epresentative Dyson:
I com e from a fam ily with a strong history diabetes. M y grandfather died in kidney failure as a result o f  
diabetes. M y mother has had diabetes for twenty years and controls her diabetes through a lot o f  expense  
and perscvcrence, multiple insulin injections every day, 4 blood sugar tests a day and through the 
educational support o f  her diabetes nurse educator. Thus far she has avoided the serious com plications o f  
diabetes.

I am writing to ask for your support o f  d iabetes insurance reform in A laska. T his legislation  has abeen  
introduced by Representative M urkowski as HB 298. A s o f  the end o f  year 1999, 37  states had already  
passed d iabetes insurance reform legislation . It is time for Alaska to jo in  the ranks and affirm to it’s c itizens 
that their health matters.

D iabetes affects 3 0 .0 0 0  people in the state o f  A laska alone. T he com plications o f  d iabetes arc serious and 
perhaps m ore importantly, costly . It is the leading cause o f  kidney failure, blindness, lim b am putations, and 
heart attacks and stroke.

I have been a diabetes educator for 14 years. I have seen patients w ho have received education turn their 
lives around. I have seen patients drop their blood g lu cose  to normal, and no longer require their 
m edications. T his usually requires routine appointments and fo llow -ups on a yearly basis. 1 have a lso  had 
patients w ho cam e for one appointment, did not return for follow -ups because their insurance w ould not 
pay, and then see  the sam e patients a few  years later, only this time they have developed  som e o f  the 
com plications o f  diabetes. Perhaps they have had to have eye surgery, or they have developed  kidney 
disease.

Currently I am seeing  a patient w ho has type 1 diabetes. She had on ly  catastrophic insurance w hen she 
developed  diabetes. N ow  it is a preexisting condition, and no one e lse  w ill cover her. U nfortunately, if  she 
d evelop s a toe infection and needs to have her great toe rem oved, her catastrophic insurance w ill cover  this, 
at much greater expense, both in terms o f  m oney and quality o f  life.

I urge you to support this bill.

S incerely ,

Kathy L. Jacques RN, C D E  
C ertified D iabetes Educator A nchorage



Representative Dyson 

Alaska State Legislature 

State Capitol

Juneau, Alaska 99801-1182

February 22, 2000

Dear Representative Dyson:

I a m  writing to ask for your support of the diabetes insurance reform legislation in 

Alaska. This legislation House Bill 298, will ensure that all Alaskans with diabetes will 

have access to diabetes medicines, equipment and education. Diabetes insurance reform 

will promote improved health for people with diabetes and lower health costs for all 

people in Alaska.

Diabetes is a serious disease affecting 30,000 Alaskans. It is the leading cause of kidney 

failure, blindness, nerve damage and lower extremity amputation. Diabetes is also a 

major risk factor for heart disease and stroke. These serious health complications can 

result in significant medical costs and decreased quality of life for those affected by them.

Diabetes is a chronic disease that is largely self-managed. Staying healthy with diabetes 

means having access to both education and supplies such as test strips, meters and 

medications. Patient education is essential to support the life style changes and educate 

the person about the management of the disease.

Studies have shown that diabetes complications can be minimized and health care costs 

can be significantly reduced when people with diabetes have access to education and 

diabetes supplies. S o m e  insurance plans in our state do cover education and diabetes 

supplies, but Alaska docs not currently require insurers to provide this coverage. M a n y  

people with diabetes have trouble obtaining reimbursement from their insurers and are 

unable to manage their diabetes successfully.

A s  a registered nurse, certified diabetes educator and a person w h o  has lived with type 1 

diabetes for 16 years I have a strong belief that ah people with diabetes need and deserve 

to receive the tools they need to manage their disease. W e  can prevent complications and 

promote quality of life for all people with diabetes. I urge you to please support this 

important legislation.

Thank you for considering m y  request. I look forward to your response.

Sincerely,

Mindy Tomazevic RN, C D E  

9826 Dinaaka Dr 

Eagle River, A K  99577



M B  289

Subject: H B  289

Date: Tue, 22 Feb 2000 12:32:40 -0800 (PST)

From: teddy bare < teddybear69_68@yahoo.com>

To: Representative_Fred_Dyson@legis.state.ak.us

De a r  R e p r e s e n t a t i v e  Dyson,

I a m  a c o n s t i t u t e  f r o m  C h u g i a k  a n d  w i s h  to r e q u e s t  
y o u r  s u p p o r t  for H o u s e  Bill  298. T h i s  b il l  wi l l  
r e q u i r e  that i n s u r a n c e  c o m p a n i e s  p r o v i d e  c o v e r a g e  for 
t r e a t m e n t  of d i a b e t e s  tha t is n o t  c u r r e n t l y  c o v e r e d  b y  
all i n s u r a n c e  c o m p a n i e s .  T his l e g i s l a t i o n  is v i t a l  to 
the we l l  b e i n g  of m a n y  Ala sk ans , men, women, a n d  
c h i l d r e n  t hat h a v e  the di sease. T h i s  is n o t  a n  i s s u e  
of g o v e r n m e n t  m a n d a t i n g  to p r i v a t e  b u s i n e s s  as m u c h  as 
it is i n s u r i n g  tha t  all A l a s k a n s  h a v e  a c c e s s  to 
e s s e n t i a l  t r e a t m e n t  for d i a b e t e s  t h r o u g h  e q u a l  a c c e s s  
to i n s u r a n c e  co v e r a g e .

Pl e a s e  s u p p o r t  thi s l e g i s l a t i o n  a n d  p a s s  it o u t  of 
y o u r  c o m m i t t e e  w i t h  a r e c o m m e n d a t i o n  for p a s s a g e .  I 
w o u l d  a p p r e c i a t e  v e r y  m u c h  y o u r  s u p p o r t  for this bill. 
I a m  a v a i l a b l e  to d i s c u s s  a n y  c o n c e r n s  y o u  m a y  h a v e  
w i t h  the bill.

I n - a d d i t i o n  to b e i n g  y o u r  c o n s ti tu te , I a m  the 
v o l u n t e e r  C h a i r m a n  for the A l a s k a  D i a b e t e s  
Or g a n i z a t i o n .  A l t h o u g h  no  one in  m y  f a m i l y  has 
d i a b e t e s  I b e c a u s e  k n o w l e d g e a b l e  of its g r e a t  co s t  in 
terms of i l l n e s s  a n d  d e a t h  to A l a s k a n s  a n d  h a v e  g i v e n  
m y  time to e a s e  t h e i r  s u f f e r i n g  a n d  find a cure.

Sincerely,

P h i l l i p  C. P e t r i e  
24532 T e a l  L o o p  
Chugiak, A l a s k a  9 95 G7
T e l e p h o n e  9 0 7 - 6 8 8 - 1 1 1 4  (home) 2 6 9 - 8 1 8 7  (work)

Do Y o u  Y a h o o !?
T a l k  to y o u r  f r i e n d s  o n l i n e  w i t h  Yahoo! M e s s e n g e r .  
h t t p : / / i m . v a h o o .c o m

2/24/00 5:33 P M
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H B  298

Subject: H B  298

Date: Wed, 23 Feb 2000 11:47:35 -0900 

From: "Treat, Carol" < ctreat@anmc.org>

To: '"representative_fred_dyson@legis.state.ak.us"' < Rcpresentative_Fred_Dyson@legis.state.ak.us> 

C C :  '"bbogren@diabetes.org"' < bbogren@diabetes.org>

D e a r  R e p r e s e n t a t i v e  Dyson,
I a m  w r i t i n g  to a s k  for y o u r  s u p p o r t  of d i a b e t e s  i n s u r a n c e  r e f o r m  

l e g i s l a t i o n  i n  A la sk a. Th i s  leg is lation, H o u s e  B i l l  298 a n d  the c o m p a n i o n  
bi l l  (to be i n t r o d u c e d  l at er  this week), w i l l  e n s u r e  that A l a s k a n s  h a v e  
ac c e s s  to d i a b e t e s  m ed ic in es , e quipment, a n d  e duc a t i o n .  D i a b e t e s  i n s u r a n c e  
r e f o r m  w i l l  p r o m o t e  i m p r o v e d  h e a l t h  a n d  w i l l  l o w e r  h e a l t h  co sts  for p e o p l e  
in Alaska. T h i s  l e g i s l a t i o n  n e e d s  y o u r  s u p p o r t  because:

- D i a b e t e s  a f f e c t s  30, 000 A l a s k a n s  a n d  is g r o w i n g  
- D i a b e t e s  is a d i s e a s e  that is l a r g e l y  self  m a n a g e d  
- D i a b e t e s  c o m p l i c a t i o n s  c a n  b e  m i n i m i z e d  a n d  h e a l t h  c a r e  c o s t s  c a n  

b e  s i g n i f i c a n t l y  r e d u c e d
- M y  p a r e n t s  h a v e  d i a b e t e s  a n d  so I m a y  g et it in m y  o l d e r  years.

T h i s  is the c a s e  for m a n y  A m e r i c a n s .  B e t t e r  h e a l t h  c a r e  c o v e r a g e  w i l l
p r o v i d e  b e t t e r  o u t c o m e s  to p e o p l e  li k e  me.

P lea s s u p p o r t  H B  298  for all A l a s k a n s  a n d  A mer ic an s.

Sincerely,

C a r o l  T r e a t  M S  R D
10316 L e e  S t r e e t
E a g l e  R i v e r  AK. 9 9577
e m a i l : a l a s k a n o p p o r t u n i t i e s @ m s n . c o m

1 ol' I 2/24/00 5:31 P M
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Senator M ike M iller  
A laska State Legislature 
State C apitol
Juneau, A laska 9 9 8 0 1 -1 1 8 2  

Dear Senator M iller:

I am writing to ask for your support o f  diabetes insurance reform in Alaska. T his legislation  has abeen  
introduced by R epresentative M urkow ski as HB 298.

D iabetes a ffects 3 0 .0 0 0  peop le in the state o f  A laska alone. T he com plications o f  diabetes are serious and 
perhaps m ore im portantly, costly . It is the leading cause o f  kidney failure, b lindness, limb am putations, and 
heart attacks and stroke. T h ese  com plications can be prevented or greatly delayed by em pow ering the 
patient to take care o f  his diabetes.

G ood  diabetes care involves access to education by experienced d iabetes educators. A  person with d iabetes 
needs access to supplies such as g lu cose  m eters, test strips, m edications and insulin. On a day to day basis 
these item s seem  exp en sive  to the patient, $5 or more per day. H ow ever, a sing le  year o f  these exp en ses is 
far far less than a month o f  d ia lyses, or a cardiac bypass. Som e insurance plans in our state do  cover  
diabetes supp lies and education, but A laska does not currently require insurers to provide this coverage. 
M any p eop le with diabetes have trouble obtaining reim bursement form their insurers.

I have been a d iabetes educator at P rovidence A laska M edical Center for the past e leven  years. D uring this 
lim e I have seen  patients w ho have received  education turn their lives around. I have seen patients drop 
their b lood g lu coses to normal, and no longer require their m edications. T his usually requires routine 
appointm ents and follow -u ps on a yearly basis. I have also had patients w ho cam e for one appointm ent, did 
not return for fo llow -ups because their insurance w ould not pay, and then sec  the sam e patients a few  years 
later, on ly  this tim e they have develop ed  som e o f  the com plications o f  diabetes. Perhaps they have had to 
have eye  surgery, or they have developed  cbarcot’s foot because their blood g lucoses have remained high.

Currently I am seeing  a patient w ho has type 1 diabetes. She had on ly  catastrophic insurance when she 
develop ed  diabetes. N ow  it is a preexisting condition, and noonc e lse  w ill cover her. Unfortunately, if  she 
d evelop s a toe infection and needs to have her great toe rem oved, her catastrophic insurance w ill cover  this, 
at much greater expense, both in terms o f  m oney and quality o f  life.

I urge you  to support this bill.

S incerely,

Bette Seam an  
R egistered Dietitian  
C ertified D iabetes Educator



February 21, 2000

Alaska State Legislature
State Capitol
Juneau, Alaska 99801-1182

Dear: Senator Mike Miller 
Senator Pete Kelly 
Senator Drue Pearce 
Senator Gary Wilken 
Senator Kim Elton 
Representative Jim Whitaker 
Representative Allen Kemplen 
Representative Gail Phillips

Representative Janette James 
Representative Fred Dyson 
Representative Joe Green 
Representative Carl Morgan 
Representative T o m  Brice 
Representative John Coghill, Jr. 
Representative Lisa Murkowski

I am writing to ask for your support of diabetes insurance reform legislation in Alaska, 
H B  298 and SB 276. This legislation will insure that Alaskans with diabetes have access 
to medicines, equipment, and education necessary for the management of this chronic 
disease. Diabetes reform will help promote health and lower health costs for people in 

Alaska.

Diabetes is a serious disease affecting 30,000 Alaskans. It is the leading cause of kidney 
failure, blindness, nerve damage, and amputations. Diabetes is also a major risk factor 
for heart disease and stroke. All these health complications can result in significant 

medical costs.

These medical costs could be reduced through preventive maintenance of the disease; 
mainly, through self-management including testing of blood sugar levels with meters, 
lancets, and test strips; injecting insulin using alcohol swabs and needles; or through oral 
medication. However, people diagnosed with this disease require education and 
continual medical support from the beginning in order to know how to manage their 
disease. When people are diagnosed with diabetes, they are confronted with a myriad of 
information and health care professionals, not to mention being faced with a disease that 
could eventually cause early mortality.

Being faced with such a disease is traumatic enough without the added complication of 
finding out that your health insurance provider will either not cover any of the 
expenditures related to the maintenance of the disease, will only pay a small portion of 
the costs, or treats the disease as a preexisting condition and therefore requires a waiting 
period, six months to a year, before benefits will take over. Arc these fair to people, who 
in most cases, do not have any family or medical history indicating that they may be 
prone to the disease?

I’m  an active member of the national and local chapter of the American Diabetes 
Association, mostly due to the fact that my sister was diagnosed with the disease 21 years



ago. I have watched her face the knowledge of dealing with the disease and observed the 
many roadblocks placed in her path for the maintenance of this dreaded disease. When 
m y  sister was originally diagnosed at age 8, she was provided with the care needed to 
maintain this disease only because she was the dependent of active duty military 
personnel. In our family’s case, the road was paved with the necessary medical care 
professionals, education, and medicines necessary to help her maintain her disease.

However, that care changed. Once she reached the age of 23, her health care was 
threatened because she lost her dependent status. Suddenly, she is a college student with 
no health insurance and a very expensive disease to manage. M y  sister spent over six 
months being denied by three insurance companies before being eligible for the State’s 
chronic care insurance. However, the State’s chronic care insurance does not cover daily 
needs in the maintenance of diabetes. Luckily, within a year, she had finished her degree 
at the University of Alaska Fairbanks and was able to obtain a position with the 
university and with that, obtained health insurance coverage. However, she still had to 
wait six months before her benefits would cover any medical or equipment costs related 

to her disease due to the preexisting clause.

This is just one example of many that are played out everyday in the life of a person with 
diabetes. What about the other 30,000 Alaskans dealing with this disease that don’t have 
access to the medicines, health care professionals, and education necessary for a 
productive life? When people with diabetes don’t have the tools necessary to maintain 
the disease, they are forced to cut back their health care. In other words, these people are 
not checking their blood sugar levels as often as they should, not taking the necessary 
insulin to utilize the food that they eat, and not visiting with a physician on a regular basis 
to analyze their health. This leads to disaster: namely, emergency hospital visits. But 
unless health insurers are required in the State of Alaska to provide Alaskans with 
diabetes the tools necessary to treat and maintain this chronic disease, health costs will 
continue to increase for all Alaskans.

Therefore, I strongly urge you to take into consideration the points I have addressed here 
and support the passage of this legislation, H B  298 and SB 276, to make life better for 
Alaskans with diabetes. Thank you for considering my request for your support of this 
important legislation. I look forward to your response.

Sincerely,

Susan M. Earp
488-oao/

cc: Betsy Turner-Bogren, American Diabetes Association
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CS F O R  H O U S E  BILL NO. 300(HES)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

T W E N T Y - F I R S T  L E GISLATURE - S E C O N D  SESSION

BY T H E  HO U SE H EA LTH , EDUCATION  AND SOC IAL SERV ICES C O M M ITTEE

O ffered:
R eferred :

Sponsor(s): H O U SE  RU LES C O M M ITTEE  BY REQUEST O F  TH E  GOVERNOR

A  BILL

F O R  A N  A C T  E N T I T L E D

"An Act relating to medical support orders for children; amending Rule 90.3,

Alaska Rules of Civil Procedure; and providing for an effective date."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section 1. A S  11.51.122(a) is amended to read:

(a) A  person commits the crime of aiding the nonpayment of child support if 

the person

(1) knows that an obligor has a duty under an administrative or judicial 

order for periodic payment of child support or for the provision of health care 

coverage for a child under a medical support order: and

(2) intentionally

(A) withholds information about the residence or employment 

of the obligor when that information is requested by a child support 

enforcement agency; [OR]

(B) being an employer of the obligor, withholds information
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about the eligibility of the obligor’s children for coverage under the

WORK DRAFT WORK DRAFT 1-GH2061ND

employer’s health insurance nlan or about the cost of the coverage of the 

children under the plan when that information is requested by a child 

support enforcement agency: or

fC) participates in a commercial, business, or employment 

arrangement with the obligor, knowing at the time that the arrangement is made 

that it will allow the obligor to avoid paying all or some of the support when 

it is due or to avoid having a lien placed on assets for the payment of 

delinquent support; receipt of a substantial asset for less than fair market value 

from an obligor after the obligor's support order has been established 

constitutes a rebuttable presumption that the person receiving the asset knew 

that the transfer would allow the obligor to avoid paying all or some of the 

support or to avoid having a lien placed on the asset.

* Sec. 2. AS 11.51.122(b) is amended to read:

(b) In a prosecution under (a)(2)(B) and (C) [(a)(2)(B)] of this section, it is 

a defense that the

(1) defendant did not intend to assist the obligor in the nonpayment of 

child support or in the avoidance of a duty to provide health care coverage of a 

child: or

(2) obligor did not intend to avoid paying child support or to avoid 

providing health care coverage of a child.

* Sec. 3. AS 25.20.050(k) is amended to read:

(k) Upon the motion of the child support enforcement agency or another party 

in the action to establish paternity, the tribunal shall issue a temporary order for 

support of the child whose paternity is being determined. The order may require 

periodic payments of support, health care coverage, or both. The order shall be 

effective until the tribunal issues a final order on paternity and a permanent order for 

support is issued or the tribunal dismisses the action. The temporary order may only 

be issued if the tribunal finds clear and convincing evidence of the paternity of the 

putative father on the basis of the results of the genetic tests and other evidence 

admitted in the proceeding.
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* Sec. 4. A S  25.20.050(1) is amended to read:

(1) The tribunal shall consider a completed and signed form for acknowledging 

paternity that meets the requirements of AS 18.50.165(a) as a legal finding of paternity 

for a child bom out of wedlock. For an acknowledgment signed on or after July 1, 

1997, the acknowledgment may only be withdrawn by the earlier of the following 

dates: (1) 60 days after the date that the person signed it, or (2) the date on which 

judicial or administrative procedures are initiated to establish child support in the form 

of periodic payments or health care coverage for, or to determine paternity of, the 

child who is the subject of the acknowledgement. After this time period has passed, 

the acknowledgment may only be contested in superior court on the basis of fraud, 

duress, or material mistake. The parent wishing to contest the acknowledgment carries 

the burden of proof by a preponderance of the evidence. Unless good cause is shown, 

the court may not stay child support or other legal responsibilities while the action to 

contest the acknowledgment is pending.

* Sec. 5. \S 25.24.210(e) is amended to read:

(e) If the petition is filed by both spouses under AS 25.24.200(a), the petition 

must state in detail the terms of the agreement between the spouses concerning the 

custody of children, child support in terms of periodic payments and in terms of 

health care expenses, visitation, spousal maintenance and tax consequences, if any, 

and fair and just division of property, including retirement benefits. Agreements on 

spousal maintenance and property division must fairly allocate the economic effect of 

dissolution and take into consideration the factors listed in A S  25.24.160(a)(2) and (4). 

In addition, the petition must state

(1) the respective occupations of the petitioners;

(2) the income, assets, and liabilities of the respective petitioners at the 

time of filing the petition;

(3) the date and place of the marriage;

(4) the name, date of birth, and current marital, educational, and 

custodial status of each child born of the marriage or adopted by the petitioners who 

is under the age of 19;

(5) whether the wife is pregnant;
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(6) whether either petitioner requires medical care or treatment;
(7) whether any of the following has been issued or filed during the 

marriage by or regarding either spouse as defendant, participant, or respondent:
(A) a criminal charge of a crime involving domestic violence;
(B) a protective order under AS 18.66.100 - 18.66.180;
(C) injunctive relief under former AS 25.35.010 or 25.35.020;

or
(D) a protective order issued in another jurisdiction and filed 

with the court in this state under AS 18.66.140;
(8) whether either petitioner has received the advice of legal counsel 

regarding a divorce or dissolution;
(9) other facts and circumstances that the petitioners believe should be

considered;
(10) that the petition constitutes the entire agreement between the 

petitioners; and
(11) any other relief sought by the petitioners.

* Sec. 6. AS 25.27.020(a) is amended to read:
(a) The agency shall

(1) seek enforcement of child support orders of the state in other 
jurisdictions and shall obtain, enforce, and administer the orders in this state;

(2) adopt regulations to carry out the purposes of this chapter and 
AS 25.25, including regulations that establish

(A) procedures for hearings conducted under AS 25.27.170 and 
for administrative enforcement of support orders;

(B) subject to AS 25.27.025 and to federal law, a uniform rate 
of interest on arrearages of support that shall be charged the obligor upon 
notice if child support payments are 10 or more days overdue or if payment is 
made by a check backed by insufficient funds; however, an obligor may not be 
charged interest on late payment of a child support obligation, other than a 
payment on arrearages, if the obligor is

(i) employed and income is being withheld from the
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obligor’s wages under an income withholding order;

(ii) receiving unemployment compensation and child 

support obligations are being withheld from the obligor's unemployment 

payments under A S  23.20.401; or

(iii) receiving compensation for disabilities under 

A S  23.30 and child support obligations are being withheld from the 

obligor's compensation payments;

(C) procedures for establishing and disestablishing paternity 

under A S  25.27.165 and 25.27.166, including procedures for hearings; and

(D) procedures under which the agency shall enter into contracts 

or agreements with financial institutions, including brokerage houses, insurance 

companies, and other companies providing individual investment, transaction, 

or deposit accounts, doing business in the state to develop and operate an 

automated data match system as required by 42 U.S.C. 666(a)(17); the agency 

may pay a reasonable fee to a financial institution for conducting a data match 

under a contract or agreement under this subparagraph; the fee may not exceed 

the actual costs incurred by the financial institution for conducting the data 

match;

(3) administer and enforce AS 25.25 (Uniform Interstate Family

Support Act);

(4) establish, enforce, and administer child support obligations 

administratively under this chapter;

(5) administer the state plan required under 42 U.S.C. 651 - 669 (Title 

IV-D, Social Security Act) as amended;

(6) disburse support payments collected by the agency to the obligee, 

together with interest charged under (2) (B) of this subsection;

(7) establish and enforce administratively under this chapter, or through 

the superior courts of the state, child support orders from other jurisdictions pertaining 

to obligors within the state;

(8) enforce and administer spousal support orders if a spousal support 

obligation has been established with respect to the spouse and if the support obligation

WORK DRAFT WORK DRAFT 1-GH2061ND

-5- CSHB 300(HES)

N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]



1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

24

25

26

27

28

29

30

31

established with respect to the child of that spouse is also being administered; and

(9) obtain a medical support order that meets [AS P A R T  O F  A  C H I L D  

S U P P O R T  O R D E R  IF H E A L T H  C A R E  C O V E R A G E  IS A V A I L A B L E  T O  T H E  

O B L I G O R  A T  A  R E A S O N A B L E  COST; T H E  A G E N C Y  S H A L L  C O N S I D E R  

W H E T H E R  A D E Q U A T E  H E A L T H  C A R E  IS A V A I L A B L E  T O  T H E  C H I L D  

T H R O U G H  T H E  I N D I A N  H E A L T H  S E R V I C E  O R  O T H E R  I N S U R A N C E  

C O V E R A G E  B E F O R E  IT O R D E R S  A N  O B L I G O R  T O  P R O V I D E  H E A L T H  C A R E  

C O V E R A G E  T H R O U G H  I N S U R A N C E  O R  O T H E R  M E A N S ;  T H E  M E D I C A L  

S U P P O R T  O R D E R  M U S T  M E E T ]  the requirements of A S  25.27.060(c) and 

25.27.063;

(10) act on behalf of the Department of Health and Social Services in 

the enforcement of A S  47.07.025(b);

(11) establish or disestablish, administratively under A S  25.27.165 - 

25.27.166 or through court action, the paternity of a child;

(12) promptly provide to the Bureau of Vital Statistics, in a format 

approved by the bureau, any final agency decision administratively establishing or 

disestablishing the paternity of a child b o m  in this state; and

(13) act as the central registry for all child support orders and exchange 

information as required by federal law.

* Sec. 7. A S  25.27.060(c) is amended to read:

(c) In a court or administrative proceeding where the support of a minor child 

is at issue, the court or agency, as applicable, may order either or both parents to pay 

the amount necessary for support, maintenance, nurture, and education of the child. 

Regardless of whether a support order for periodic payments is issued, the [THE] 

court or agencv shall issue a medical support order. The medical support order 

shall require health care insurance coverage for the child [AS P A R T  O F  A  C H I L D  

S U P P O R T  O R D E R ]  if health care insurance coverage is available to either parent 

for the child [THE O B L I G O R ]  at a reasonable cost. The court or agencv shall 

consider whether the child is eligible for services through the Indian Health Service 

or other insurance coverage before ordering either parent [THE O B L I G O R ]  to 

provide health care coverage through insurance or other means. The court or agencv

WORK DRAFT ' WORK DRAFT 1-GK2061\D
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shall allocate equally the cost of health care insurance for the child between the 

parents unless there is good cause to allocate the costs unequally. If the obligor 

has the duty to make periodic payments for non-medical child support, the 

obligor's periodic payments shall be decreased bv the amount of the other 

parent's portion of payments for health insurance ordered by the court or agencv 

and actually paid bv the, obligor. If the obligor has a duty to make periodic 

payments for non-medical child support, the periodic payments shall be increased 

bv the obligor’s portion of payments for health insurance if the other parent is 

ordered to and actually does obtain and nay for insurance. Except as otherwise 

provided in this subsection for uncovered expenses exceeding $5.000. the court or 

agencv shall allocate equally between the parents the cost of reasonable health 

care expenses not covered bv private insurance or government assistance unless 

there is good cause to allocate the costs unequally. One parent shaU reimburse 

the other parent for the first parent's share of the uncovered expenses paid bv the 

parent within 30 days after receipt bv the first parent of the bill for the health 

care, payment verification, and, if applicable, a health insurance statement 

indicating what portion of the cost is uncovered. Reasonable, uncovered expenses 

exceeding $5.000 in a calendar year shall be allocated based on the parents' 

relative financial circumstances when the expenses occur, as determined bv the 

court or agency. The medical support order must meet the requirements of 

A S  25.27.063. Upon a showing of good cause., the court may order the parents 

required to pay support to give reasonable security for payments.

* Sec. 8. A S  25.27.062(a) is amended to read:

(a) Unless the court or agency is establishing only a medical support order. 

a [A] judgment, court order, or order of the agency under this chapter providing for 

support must contain an income withholding order. Except as provided in (m) of this 

section, the income withholding order must provide for immediate income withholding 

if the support order is

(1) being enforced by the agency and was issued or modified on or 

after July 8, 1994; or

(2) not being enforced by the agency and was issued on or after July 8,
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1994.

* Sec. 9. A S  25.27.063(b) is amended to read:

(b) If a parent [AN OBLIGOR] who is required to provide health care 

coverage under a medical support order is eligible for family health coverage through 

an employer, the court or agency issuing the medical support order shall send a copy 

of the medical support order to the employer. If the agency has notice that the parent 

[OBLIGOR] has changed or will be changing employment and is or will be eligible 

for family health coverage through the new employer, the agency shall send a copy of 

the medical support order to the new employer.

* Sec. 10. A S  25.27.140(a) is amended to read:

(a) If a [NO] support order has not been entered, the agency may establish 

paternity and a duty of support, which may include periodic payments of support, 

a medical support order, or both, utilizing the procedures prescribed in 

A S  25.27.160 - 25.27.220 and may enforce a duty of support utilizing the procedure 

prescribed in A S  25.27.230 - 25.27.270. Action under this subsection may be 

undertaken upon application of an obligee, or at the agency's own discretion if the 

obligor is liable to the state under AS 25.27.120(a) or (b).

* Sec. 11. A S  25.27.140(c) is amended to read:

(c) Unless the agencv is establishing only a medical support order, a [A] 

decision of the agency determining a duty of support shall include an income 

withholding order as provided under AS 25.27.062.

* Sec. 12. A S  25.27.160(b) is amended to read:

(b) Except as provided in (c) of this section, the [THE] notice and finding 

of financial responsibility served under (a) of this section must state

(1) the sum or periodic payments for which the alleged obligor is found 

to be responsible under this chapter;

(2) the name of the alleged obligee and the obligee's custodian;

(3) that the alleged obligor may appear and show cause in a hearing 

held by the agency why the finding is incorrect, should not be finally ordered, and 

should be modified or rescinded, because

(A) no duty of support is owed; or

L
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(B) the amount of support found to be owed is incorrect;

(4) that, if the person served with the notice and finding of financial 

responsibility does not request a hearing within 30 days, the property and income of 

the person will be subject to execution under AS 25.27.062 and 25.27.230 - 25.27.270 

in the amounts stated in the finding without further notice or hearing.

* Sec. 13. AS 25.27.160 is amended by adding a new subsection to read:

(c) If the agency is establishing only a medical support order, the notice and 

finding of financial responsibility must state

(1) that health care insurance shall be provided for the child to w h o m  

the duty of support is owed if health care insurance is available to the alleged obligor

at a reasonable cost and that the alleged obligor and the other parent shall share

equally the cost of the health care insurance and the costs of reasonable health care 

expenses not covered by insurance;

(2) the name of th" alleged obligee and the obligee’s custodian;

(3) that the alleged obligor may appear and show cause in a hearing

held by the agency why the finding is incorrect, should not be finally ordered, and 

should be modified or rescinded, because

(A) no duty of support is owed;

(B) health care insurance for the child is not available to the

alleged obligor at a reasonable cost;

(C) adequate health care is available to the child through the 

Indian Health Service or other insurance coverage; or

(D) there is good cause to allocate the costs of health insurance 

or uninsured health care expenses unequally between the parents;

(4) that, if the person served with the notice under this subsection does 

not request a hearing within 30 days, a copy of the medical support order will be sent 

to the person's employer under AS 25.27.063(b) without further notice or hearing for 

inclusion of the child in family health coverage if it is available through the person's 

employer.

* Sec. 14. AS 25.27.170(d) is amended to read:

(d) Except as provided in (g) of this section, the [THE] hearing officer shall
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determine the amount of periodic payments necessary to satisfy the past, present, and 

future liability of the alleged obligor under AS 25.27.120, if any, and under any duty 

of support imposable under the law. The amount of periodic payments determined 

under this subsection is not limited by the amount of any public assistance payment 

made to or for the benefit of the child.

* Sec. 15. A S  25.27.170(f) is amended to read:

(0 Except as provided in fg) of this section, if [IF] the alleged obligor 

requesting the hearing fails to appear at the hearing, the hearing officer shall enter a 

decision declaring the property and income of the alleged obligor subject to execution 

under A S  25.27.062 and 25.27.230 - 25.27.270 in the amounts stated in the notice and 

finding of financial responsibility.

* Sec. 16. AS 25.27.170 is amended by adding a new subsection to read:

(g) If the agency is establishing only a medical support order, the hearing 

officer shall enter a decision about the parents' respective responsibilities for the child's 

health care expenses that complies with the requirements of A S  25.27.060(c).

* Sec. 17. AS 25.27.180(a) is amended to read:

(a) Within 20 days after the date of the hearing, the hearing officer shall adopt 

findings and a decision determining whether paternity is established and whether a 

duty of support exists* and, if a duty of support is found, the decision must specify

(1) unless a medical support order only is being established, the 

amount of periodic payments or sum for which the alleged obligor is found to be 

responsible: and

(2) the parents* respective responsibilities for the costs of the child's 

health care: this medical support order must be in compliance with 

A S  25.27.060(c).

* Sec. 18. A S  25.27.244(s)(6) is amended to read:

(6) substantial compliance" regarding a support order or payment 

schedule means • iat, with respect to periodic payments renuired under a support 

order or a negotiated payment schedule under (g) of this section, whichever is 

applicable, t'.e obligor has

(A) no arrearage;
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(B) an arrearage in an amount that is not more than four times 

the monthly obligation under the support order or payment schedule; or

(C) been determined by h court to be making the best efforts 

possible under the obligor's circumstances to have no arrearages under any 

support order that requires periodic payments or under a negotiated payment 

schedule relating to child support.

* Sec. 19. A S  25.27.246(n)(5) is amended to read:

(5) "substantial compliance" regarding a support order or payment 

schedule means that, with respect to periodic payments required under a support 

order or a negotiated payment schedule under (f) of this section, whichever is 

applicable, the obligor has

(A) no arrearage;

(B) an arrearage in an amount that is not more than four times 

the monthly obligation under the support order or payment schedule; or

(C) been determined by a court to be making the best efforts 

possible under the obligor's circumstances to have no arrearages under any 

support order that requires periodic payments or under a negotiated payment 

schedule relating to child support.

* Sec. 20. AS 25.27.900(5) is amended to read:

(5) "duty of support" includes a duty of support imposed or imposable 

by law, by a court order, decree, or judgment, or by a finding or decision rendered 

under this chapter whether interlocutory or final, whether incidental to a proceeding 

for divorce, legal separation, separate maintenance, or otherwise, and includes the duty 

to pay arrearages of support past due and unpaid together with penalties and interest 

on arrearages imposed under A S  25.27.020(a)(2)(B) and the duty to provide health 

care coverage in compliance with A S  25.27.060(cl and 25.27.063:

* Sec. 21. A S  25.27.900(11) is amended to read:

(11) "support order" means any judgment, decree, or order that is 

issued by a tribunal for the support and maintenance of a child or of a parent with 

w h o m  the child is living; "support order" includes a judgment, decree, or order

(A) on behalf of a child who has reached the age of majority

WORK DRAFT WORK DRAFT 1-GH2061XD
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if the judgment, decree, or order was lawfully issued; and

(B) for any or all of the following:

(i) m o n e t a r y  support, including arrearages;

(ii) payment of health care costs or maintenance of 

health insurance;

(iii) reimbursement of related costs;

(iv) payment of attorney fees and legal costs and other 

fees; or [AND]

(v) penalty, interest, and other relief as required by a

tribunal;

* Sec. 22. AS 47.07.025(b) is amended to read:

(b) Through the child support enforcement agency or on its own behalf, the 

department may garnish the wages, salary, or other employment income of a person 

who

(1) is required by a medical support order under A S  25.27.060(c) 

[AS 25.27.063] to provide coverage of the costs of medical care to a child who is 

eligible for medical assistance under this chapter;

(2) has received payment from a third party for the costs of the

services; and

(3) has not used the payments to reimburse, as appropriate, the other 

parent or custodian of the child, the provider of the services, or the department.

* Sec. 23. A S  25.27.063(a) is repealed.

* Sec. 24. The uncodified law of the State of Alaska is amended by adding a new section 

d read:

INDIRECT A M E N D M E N T  O F  C O U R T  RULE. This Act amends Rule 90.3, Alaska 

tules of Civil Procedure, by specifying that a medical support order may be issued even when 

support order for periodic monetary payments is not issued and by setting the requirements 

ar medical support orders.

* Sec. 25. This Act takes effect immediately under AS 01.10.070(c).
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ee asked four questiqjjs’about
House Bill 300.
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TONY KNOWLES, GOVERNOR

P lease Rep ly To:

CSED. MS

550 W. 711 Avo„ Suilo 310 
Anchoiogo. AK 99501-6699 
907-269-6800
800-478-3300 Toll Freo In Alaska
907-269-686C FAX
TTY: (907)269-6894
Toll Fiao Alaska TTY: (800) 370-6894

1. I f  th is b i l l p a s s e s , w h a t c a n  be  d o n e  a b o u t ex is tin g  c a s e s  w he re  a  f in a n c ia l  s u p p o r t am o u n t w a s  p u t on  
th e  o r d e r  a n d  th e  c u s to d ia l p a r e n t  d id  n o t w an t f in a n c ia l  s u p p o r t?

If the bill passes and C S E D  is able to establish separate medical orders, we will establish regulations 

allowing us to vacate the financial portion of the support order in these cases.

2. W here in s ta te  a n d  f e d e r a l  s ta tu te  d o e s  it s a y  th a t C SED  m ay  on ly  e n fo rc e  m ed ic a l s u p p o r t by  u s in g  
in su ra n c e  to  o ffse t M ed ic a id  e x p e n d itu re s ?

State and federal laws do not limit the type of medical support that can be collected. However, we 

believe that focusing on health insurance is the most cost-effective way of addressing this issue. W e  

have recently met with a contractor for the Division of Medical Assistance who will help us find non­

custodial parents and identify their insurance carriers. W e  believe that working together we will be able 

to increase reimbursement for the State.

Federal law only requires that C S E D  assure that parents provide health insurance at a reasonable cost. 

45CFR303.31 describes the requirements for coverage. State law goes one step further, allowing that 

uncovered medical expenses be allocated between the parents.

3. W hat is th e  d e f in itio n  o f  r e a s o n a b le  th a t is u s e d  in S e c tio n s  I, 2, 3, 8, I I ,  a n d  12 o f  H B 300?

Reasonable is defined in federal regulations, 45CFR303.31(a)(1). “Health insurance is considered 

reasonable in cost if it is employment related, or other group health insurance, regardless of the service 

deliver)' mechanism.” Our policy is to follow the federal definition. However, if the cost of the 

insurance appears excessive when compared to the amount of the order, we will review the case.

ANCHORAGE OFFICE PHONE. (907)269-6900 / TOLL FREE AK: (800)478-3300
550W. 7" AVE, STE310 TTY: (907)269-6894/TOLL FREE AK: (800)370-6894
ANCHORAGE. AK 99501-6699

JUNEAU:
FAIRBANKS.

(007)465-5887
(007)451-2830

KENAI. 1907)283-2900 
WASILLA: (9071357-3550
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T h e  w o r d  adequate w a s  a d d e d  into the existing statute in 1994. T h e r e  h a v e  b e e n  instances w h e r e  courts 

h a v e  found that Indian Health s e n d e e  w a s  not adequate given the special health needs of  the child.

Please let m e  k n o w  if y o u  h a v e  a n y  other questions.

4. W h a t  i s  t h e  d e f i n i t i o n  o f  a d e q u a t e  t h a t  i s  i n  S e c t i o n s  I  a n d  1 1  o f H B 3 0 0 ?

Sincerely,

Barbara M i k l o s  

Director

cc: Larry Persily, D e p u t y  C o m m i s s i o n e r ,  D e p a r t m e n t  of  R e v e n u e

ANCHORAGE OFFICE: PHONE: (907)269-6900/TOLL FREE AK: (800)478-3300
650 W. 7"AVE, STE310 TTY: (907)269-6894 /  TOLL FREE AK: (800)370-6894
A H i r u A O A R C  At/ O A C A ,  C A O O

JUNEAU:
FAIRBANKS:

(907)465-5887
(907)451-2830

SOLDOTNA1:907(262-2231 
WASILLA: (307)357-3550
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The Honorable Brian Porter 

Speaker of the House 

Alaska State Legislature 

State Capitol 

Juneau. A K  99801-1182

Dear Speaker Porter:

Thanks to the inception of Denali Kid Care in March 1999. 12.000 more Alaska children 

and pregnant w o m e n  have basic medical care. The success of this program will have far- 

reaching and long-term effects on the health and well-being of Alaskans.

The vast success of Denali Kid Care has brought more into focus, however, an ongoing 

problem with Medicaid benefits and its effect on Alaska's child support system. This bill 

corrects the problem by clarifying that a child support order need not be automatically 

established when a custodial parent receives medical benefits through Medicaid.

The Child Support Enforcement Division (CSED) must, under federal law. issue a 

medical support order whenever a custodial parent receives medical benefits through 

Medicaid. The support order requires either parent to provide health care coverage for 

the child if it is available at a reasonable cost. Currently, the C S E D  cannot establish a 

medical support order only; it must be in conjunction with a child support order that 

seeks monthly support payments. The custodial parent, however, may not want to pursue 

child support for various reasons. The current requirement to do so. then, becomes a 

disincentive to seek valuable medical benefits through Denali Kid Care. To allow more 

flexibility in such cases, this bill gives parents the option of requesting a medical support 

order only, without an accompanying child support order.

This bill also amends the medical support statutes to provide that either parent, not 

simply the obligor parent, m a y  be required to provide health care coverage if coverage i* 

available to the parent at a reasonable cost. By making this change, the bill assures that

Governor
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January 19. 2000 

Pase 2V.

the statutory requirements for medical support orders are consistent with the requirements 

of Alaska Civil Rules and related federal law. This bill also makes it clear that a medical 

support order can be issued regardless of whether health care coverage is currentlv 

available to either parent. This makes medical support a continuing obligation on the part 

of either parent to provide health care coverage for the child whenever it is available at a 

reasonable cost.

In the interest of the health of Alaska's children. I urge your prompt and favorable action 

on this bill.

Sincerely.

Governor
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January 28, 2000

The Honorable Fred Dyson 
Alaska State Legislature 
10928 Eagle River Road 
Suite 140
Eagle River, AK 99577 

Dear Representative Dyson:

1 am requesting that the House Health, Education and Social Services Committee hear HB300. This bill 
will help parents and assure that the State o f Alaska is in compliance with federal requirements.

The Child Support Enforcement Division (CSED) is required to establish medical support orders whenever 
someone receives medical benefits through Denali Kid Care and other Medicaid programs. Alaska law 
requires that we establish a medical order in conjunction with a monthly financial order. This bill allows 
us to establish medical support orders only, without an accompanying financial support order.

There are times when the custodial parent does not want us to establish a monthly financial order. Right 
now, we are required to establish a monthly support amount and then suspend enforcement o f the financial 
order. However, the debt does not go away. This can lead to problems. Also, there have been cases when 
the custodial parent will choose not to receive Medicaid benefits for the children because he/she does not 
want to have a child support case set up.

This bill also amends the statutes to provide that either parent, not simply the obligor parent, may be 
required to provide health care coverage if coverage is available to the parent at reasonable cost. The bill 
also clarifies language so that CSED can issue a medical support order before health care coverage is 
available. The order, however, must require that a parent provide health care coverage only if coverage is 
available to the parent at a reasonable cost.

We believe that this bill is a win-win bill for all parties and hope we can have a hearing soon. Please call 
me if you have any questions.

Sincerely,

Barbara Miklos 
Director

cc: Larry Persily, Deputy Commissioner, Department of Revenue

ANCHORAGE OFFICE: PHONE: (907)269- RTI I ANALYSIS D .o R . (907)465-5867 KENAI: (907)283-2900
550 W, 7*'AVE, STE 310 TTY: (907)269- '  (907)451-2830 WASILLA: (907)357-3550AMPMnD/\r:c: Aironeni.fifioo



Sectional Analysis H o u s e  Bill 300 

“A n  Act relating to the establishment and enforcement of medical support 

orders for children a n d  providing for an effective date.”

This b ill makes three changes to ch ild support statutes. First, under existing 
statutes, an order fo r medical support can on ly be established in con junction w ith a 
financ ia l support order. Th is b il l changes the law so that a medical support order 
may be established on its own. Second, th is b il l amends the medical support 
statutes to prov ide that either parent, not s im p ly the ob ligo r parent, may be 
required to prov ide health care coverage. Th ird , this b ill amends the law to require 
that a medical support order be issued regardless o f whether health care coverage is 
currently available to either parent.

Since so many statutes address ch ild support, changes must be made to many 
d iffe ren t sections.

Section 1 removes the requirement in AS 25.27.020(a) (9) that a medical support 
order be issued on ly as part o f a ch ild support order. I t also amends the statutes to 
provide that either parent, not s im p ly the ob ligo r parent, may be required to 
provide health care coverage.

Section 2 accomplishes the same as Section 1. However, this section amends AS 
25.27.060(c), wh ich addresses court orders.

Section 3 amends AS 25.27.063(a) so that either parent may be ordered to provide 
medical support, not ju s t the ob ligor. I t also adds language c la rify in g that the 
parent must provide health insurance on ly i f  the health insurance is available at a 
reasonable cost. This makes this section consistent w ith other statutes.

Section 4 amends AS 25.27.063(b) so that either parent may be ordered to prov ide 
medical support, not ju s t the ob ligor.

Section 5 amends AS 25.27.140(a) to a llow CSED to establish a medical support 
order as part o f a duty o f support.

Section 6 amends AS 25 .27 .140(c) so that it is clear that CSED w il l no t send out 
an income w ithho ld ing order w ith a medical support order only.

Section 7 amends AS 25.27.160 to include the establishment o f medical support 
orders in the same procedures used to establish ch ild support orders. The section

SECTIONAL ANALYSIS
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c la rifies that CSED must serve the ob ligo r w ith a notice and fin d in g o f financ ia l 
respons ib ility to establish a medical support order on ly . However, it exempts 
medical support orders from  certa in requirements, inc lud ing the requirement that 
the notice set a period ic payment amount and that the notice in fo rm  the ob lig o r o f 
the poss ib ility that the ob lig o r ’ s property and assets w il l be subject to execution.

Section 8 adds a new section to AS 25.27.160 that delineates the requirements fo r a 
notice and find ing o f financ ia l respons ib ility fo r a medical support order.

Sections 9 and 10 amend AS 25.27.170(d) and 25.27.170(f) so that hearing office rs 
o f the Department o f Revenue have clear d irec tion when ho ld ing hearings fo r 
medical support orders on ly . In Section 9, when the hearing relates to medical 
support on ly , the hearing o ffic e r is not required to determ ine the amount o f 
period ic payments. In Section 10, when the hearing relates to medical support 
only, the ob lig o r ’ s property and income is not subject to immediate execution i f  the 
ob ligo r fa ils to appear at the hearing.

Section 11 describes what must happen in a hearing fo r a medical support order 
only. The hearing o ffic e r shall determ ine whether either parent is required to 
provide health care coverage, tak ing in to consideration whether coverage is 
available to either parent at a reasonable cost and whether adequate health care is 
available through Ind ian Health Service or other insurance coverage.

Section 12 adds the requirement that a decision issued by a hearing o ffic e r include 
a medical support order. I t removes the requirement that the hearing o ffice r 
determ ine the amount o f period ic payments i f  a medical support order on ly is being 
established.

Section 13 adds the duty to prov ide health care coverage to the de fin itio n o f duty to 
support.

Section 14 specifies that the leg is la tion takes effec t immedia te ly.

2



F IS C A L  N O T E

Revision Date/Time (Note if correction) ___________
Title Medical Support Orders for Children

STATE OF ALASKA

2000 LE G IS LA T IV E  SESSION
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
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M E M O R A N D U M  April 11, 2000

SUBJECT: Medical Support Orders (CSHB 300IHES), draft version "D")

TO: Representative Fred Dyson

Attn: Wes Keller

F R O M :  Terri Lauterbach
Legislative Counsel

Enclosed is a draft CS for H B  300. There is quite a bit of new material in the draft. This has 
been the first chance for the Legal Services Division to clarify this Governor's bill and to 

ensure that all affected laws have been considered. There seem to me to be many laws not 

in H B  300 that need amending in order to accommodate the concept of medical support 

orders being authorized separately from orders for periodic monetary payments. In this 

regard, I have added secs. 1-5, 8, 18-19, 21-22, and 24.

You directed that H B  300 be re-worked to accomplish the following:

(1) allow separate medical support orders;

(2) not allow C S E D  to "second-guess" the courts; and

(3) keep responsibility for a child's health care coverage with the parents, when

financially feasible for the parents.

To meet the first directive, the enclosed draft removes all statutory language that requires 

medical support orders to be "part of a child support order." Such language is deleted from 
current law in secs. 6 and 7, and additional clarifications about medical support being 
separate from orders for periodic payments are added in secs. 1-5, 10, 11, 13, and 16-21.

To meet the second directive, the enclosed draft enacts in the statutes the requirements 
currently applicable to court decisions. This new language appears in sec. 7 of the draft. The 

courts apply these requirements in court cases. Under this draft, the C S E D  will apply these 
requirements in agency cases. The requirements for medical support orders are consolidated 

in sec. 7 (AS 25.27.060(c)) in order to avoid the need for duplicative provisions elsewhere 
in the statutes. Therefore, duplicative details about medical support orders in sec. 6 of this 
draft are shown as deleted in this CS, and duplicative details about medical support orders 

that had been proposed in secs. 8, 11, and 12 of the original H B  300 have been omitted from 
this CS. Instead, references to AS 25.27.060(c) are used, where applicable, such as in secs.
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6,16-17,20, and 22 of the enclosed draft, and AS 25.27.063(a) is repealed because it merely 

repeated the provisions of AS 25.27.060(c). Consolidating the provisions relating to medical 
support should help readability of the statutes as well as ensure consistency between court 

and C S E D  treatment of medical support orders.

To at least partially meet the third directive, the requirements for medical support orders in 
sec. 7 of the draft include a requirement that parents share the costs of health care expenses 

not covered by the Indian Health Services, insurance, or government assistance. Since 
government assistance is based on the household income of the household where the child 

lives and examining the noncustodial parent's finances is normally part of determining the 

parent's ability to make periodic child support payments, I am not sure how you would 
propose to take into consideration the financial ability of a non-custodial parent to reimburse 

the state for health care provided through Medicaid when only a medical support order is 
being established, not an order for periodic payments.

Consequently, this draft is still unclear in one very important respect. AS 25.27.120(a) says 

that an obligor is liable to the state in the amount of assistance granted under AS 47.07 
(which is the law establishing Medicaid, including Denali Kid Care) up to the amount of 

support provided for in a medical order of support. I am not aware of any law that requires 

an "amount" in a medical order of support. According to AS 47.07.025(b), this apparently 

means only that, when the obligor provides insurance for a child covered bv Medicaid, the 
obligor must send .payments received from the insurance company to the state./Does the 

HESS Committee want to set the maximum liability differently for an obligor's responsibility 

to reimburse the state for Medicaid costs for their children (including Denali Kid Care 

costs)? If so, how would you like to amend A S  47.07.025(b)? (This law appears in sec. 22 

of the enclosed draft.

"VS

^ . 7> n

I have enclosed a sectional summary and a copy of Civil Rule 90.3(d) and A S  25.27.120(a). 

Please let me know if I can be of further assistance.
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grapn.s (a) and ( D )  were applied. A n  order under this 

paragraph m a y  be issued only with respect to a chilu 

whose parents are both minors, and the order termi­

nates w h e n  either parent becomes 18 years of age. 

The court must specify in writing the reasons w h y  it 

considers it to be appropriate to order a grandparent 

to pay child support under this paragraph and the 

factors considered in setting the amount of the child 

support award. In this paragraph, “grandparent” 

means the natural or adoptive parent of the minor 

_ _ _ _ _  parent. _ _ _ _ _ _ ______

C o u r t  (d) Eealtli^ \(d )  

R u t t s  ? ( 1 ) Health Insurance. The court shall address

O n I coverage of the children’s health care needs and

L  require health insurance for the children if insurance

is available to either parent at a reasonable cost. The

- court shall consider whether the children are eligible

Rwl&fy.S, for services through the Indian Health Service (or

any other entity) or other insurance coverage before

R mJU* ordering the obligor to provide health care coverage

Civ'I through insurance or other means. T h e  court shall

Prwdiuaa- allocate equally the cost of this insurance between

the parties unless the court orders otherwise for good

cause. A n  obligor’s child support obligation will be

decreased by the amount of the obligee’s portion of

health insurance payments ordered by the court and

actually paid by the obligor. A  child support award

will be increased by the obligor’s portion of health

insurance if the obligee is ordered to, and actually

does obtain and pay for insurance.

(2) U n c o v e r e d  Health C a r e  Expenses. T h e  court 

shall allocate equally between the parties the cost of 

reasonable health care expenses not covered by 

insurance unless the court orders otherwise for good 

cause. A  party shall reimburse the other party for his 

or her share of the uncovered expenses within 30 

days of receipt of the bill for the health care, pay­

ment verification, and, if applicable, a health insur­

ance statement indicating what portion of the cost is 

uncovered. Reasonable, uncovered expenses exceed­

ing $5,000 in a calendar year will be allocated based 

on the parties’ relative financial circumstances when 

the expenses occur.

(e) Child Support Affidavit a n d  D o c u m e n t a­

tion. Each parent in a court proceeding at which 

child support is involved must file a statement 

pleading under oath which states the parent’s adjust­

ed annual income and the components of this income 

as provided in subparagraph (a)(1). This statement 

must be filed with a party’s initial pleading (such as 

the dissolution petition, divorce complaint or answer, 

etc.), motion to modify, and any response.

m a y  withh 

the circum 

like condu 

costs and 

offending i

(f) Del

( 1 )  She 
shared phy 

dren for pt 

with that p 

the custody 

regardless c

(2) Pr'u 

primary ph 

children fo 

reside with 

the custody

(3) DiVi 

custody uni 

physical cu 

relationship 

of one or m

(4) H e a  

include mei 

counseling e

(g) Trar 

award of cl 

shall aliocat 

necessary tc 

as m a y  be jt

(h) M o d

(1) M a t e  

child suppor 

ing of a mate 

ed by state k 

will be presi 

rule is more 

outstanding 

paragraph, S’ 

ments made t
(2) No R 

arrearage m a  

as allowed i 

which is effe 

for modificati 

tion by the C 

served on th 

retroactive nv

(3) Preclt



t'S

. 1  
ist a

to ‘V'jfc
T7M£

cy m

n;
m

im

m

>:
r m
>>&>

1

1

1

•ist

rd 'i'Si
'■f 

(b). ; p
Ired 5

153, 
act, 'M 
lary W

pnt, la

a j| 

[he || 

irt Ji 

le

late ana a m o u n t  of each payment, the n a m e  of the obligee, and the total a m o u n t  of 

arrearages of support past due and a m o u n t  of unpaid penalties and interest imposed 

under A S  25.27.020(a)(2)(B). T h e  agency is required to provide only one audit each year 

for each obligee and obligor under this section. (§ 8 ch 118 S L A  1982; a m  § 10 ch 68 S L A  

1988; a m  § 88 ch 87 S L A  1997)

D e layed  am endm en t. — Under § 148(c), ch. 87, 
SLA 1997, as amended by § 53, ch. 132, SLA 1998, 
effective Ju ly  1, 2001, th is section is amended to read 
“W ithin 30 working days after receipt of a w ritten 
request from an obligor, the obligor’s legal represen­
tative, the obligee, or the obligee’s legal representa­
tive, the agency sha ll provide an aud it of a ll child 
support payments made by the obligor and received 
by the agency. The audit sha ll include the date and 
amount of each payment, the name of the obligee, and 
the total amount of arrearages of support past due 
and amount o f unpaid penalties and in terest imposed

under AS 25.27.020(a)(2)(C). The agency is required to 
provide only one aud it each year for each obligee and 
obligor under th is section."

R e v iso r ’s no tes. — Formerly AS 47.23.105. Re­
numbered in 1990.

C ro ss re fe ren ce s . — For nonseverability of § 53, 
ch. 132, SLA 1998 from other provisions of that act, 
see § 55, ch. 132, SLA 1998 in the 1998 Temporary 
and Special Acts.

E ffe c t o f am endm en ts. — The 1997 amendment, 
effective Ju ly  1,1997, made a subparagraph reference 
substitu tion in the next-to-last sentence.

Sec. 25.27.107. Certification of arrears, [Effective July 1,1999.] Within 30 days 

after receipt of a written request from an obligee or an obligee’s personal representative, 

the agency shall provide the obligee with a document that certifies whether or not the 

obligor was, at the end of the most recent calendar year,

(1) in arrears under the support order in an a m o u n t  more than four times the monthly 

obligation under the order in cases where a payment schedule has not been established 

for p a y m e n t  of continuing support and accumulated arrears under the support order; or

(2) in arrears under a payment schedule in an amount more than four times the 

monthly obligation. under the payment schedule if a payment schedule has been 

established for payment of continuing support and accumulated arrears under the 

support order. (§ 27 ch 132 S L A  1998)

E ffe c t iv e  d a te s . — Section 58, ch. 132, SLA 1998 f S T A T U lT ^ - S  I
makes th is section effective J u ly  1, 1999.

25.27.121 Obligor liable for public assistance furnished obligee, (a) A n

obligor is'liabielo the state in the amount of assistance granted under A S  47.07 and A S  

47.27 to a child to w h o m  the obligor owes a duty of support except that, if a support order 

has been entered, the liability of the obligor for assistance granted under A S  47.27 m a y  

not exceed the amount of support provided for in the support order, and, if a medical order 

of support has been entered, the liability of the obhgorjbriassistance granted under A S  

47.02jqi^ppf c^e e d  fte amount of support provided fo.rjn the medical orderofsujgog*

(b) A n  obligor is liable to the state in the amount of the cost incurreH~if the state is 

maintaining a child to w h o m  the obligor owes a duty of support in a foster home or 

institution, except that if a support order has been entered, or an agreement for payment 

of that cost executed between the obligor and the state, the liability of the obligor m a y  not 

exceed the amount provided in the support order or agreement.

(c) Within 30 days after the agency knows the identity and address of an obligor w h o  

resides in the state and w h o  is liable to the state under this section, the agency shall send 

written notification by certified mail to the obligor and the obligee of the obligor's 

accruing liability and that the obligor shall make child support payments to the agency. 

The notice required under this subsection must be in clear, concise, and easily readable 

language. The notice m a y  accompany other communications by the agency.

(d) If the agency fails to comply with (c) of this section, interest does not accrue on the 

liability to the state unless a support order or medical support order, as applicable, has 

been entered.
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Fo l l o w i n g  is a sectional s u m m a r y  o f  C S H B  3 0 0 ( H E S ) ,  draft version "D".

Sections 1 a n d  2. T h e s e  t w o  bill sections address the ambiguity o f  the phrase "child support" 

in A S  11.51.122(a). T h e  ambiguity arises under H B  3 0 0  because "child support" could m e a n  

either periodic p a y m e n t s  or p a y m e n t s  for medical support. Sections 1 a n d  2 resolve the 

ambiguity b y  providing that failure to give information about health insurance coverage is 

also criminal. H o w e v e r ,  if y o u  wish, these sections could be clarified the other direction - 

so that they clearly relate only to child support that is in the f o r m  o f  periodic m o n e t a r y  

payments.

Section 3. This section allows t e m p o r a r y  child support to be restricted to medical support.

Section 4. This section clarifies the term "child support." T h e  c h a n g e  clarifies that an 

a c k n o w l e d g m e n t  o f  paternity m a y  not be w i t h d r a w n  after the dale o n  w h i c h  judicial or 

administrative procedures are initiated to establish either m o n e t a r y  or medical child support.

Section 5. This section is about dissolutions. It clarifies the term "child support" to ensure 

that agreements b e t w e e n  the parties to the dissolution provide for health care expenses o f  the 

child.

Section 6. This section corresponds to sec. 1 o f  H B  300, but is in the proper drafting form, 

w h i c h  requires setting out the w h o l e  subsection, not just paragraph (0). In paragraph (9), 

rather than specifying the details that m u s t  be  covered b y  a medical support order, the 

language m e r e l y  refers to the requirements o f  A S  25.27.060(c) a n d  25.27.063.

Section 7. This section is a m e n d e d  to refer both to court and a g e n c y  medical support orders. 

T h e  n e w  l anguage c o m e s  f r o m  the court rules already applicable to health care coverage 

except that I h a v e  a d d e d  a reference to " g o v e r n m e n t  assistance" o n  p a g e  7, line 11, based o n  

m y  understanding that the c o m m i t t e e  wishes to retain s o m e  responsibility for the parents to 

cover health care expenses that m a y  not be covered b y  either private insurance or Medicaid,
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such as co-payments or uncovered categories of care. Placing the court rule language in the 
statutes ensures that both C S E D  and the courts are issuing comparable medical support 
orders.

Section 8 . Provides that an income withholding order is not required if only a medical 
support order is issued. I realize that the option of requiring an income withholding order 
even if only medical support has been ordered has been discussed by the committee; 
however, I need further instructions in order to draft that concept. An income withholding 
order must stale an amount to be withheld from the obligor's paycheck during each pay 
period. H o w  would the level of income withholding be set if only medical support was 
ordered? H o w  would the C S E D  or court know ahead of time what the government's cost for 
the child were going to be?

Section (). Since either parent may have insurance available for the child, "obligor" is 
changed to "parent" in this section.

Section 10. Clarifies that medical support may be separate from periodic payments of 
support.

S e ction 11. Same concept as sec. S.

Section 12. Refers to an exception explained in the next section of the CS so that the notice 
and finding of responsibility can be different if only a medical support order is being 
established.

S ection 13. This section sets out the contents of a notice and finding of responsibility when 

only a medical support order is being established.

S ections 14 - 17. These sections provide details for a hearing officer to follow when only a 

medical support order is being established. Section 14 and i5 refer to the language in sec. 
16. A  reference is used in sees. 16 and 17 (to AS 25.27,060(c)) so that duplicative language 
doesn't have to be used and all of the requirements of AS 25.27.060(c) will clearly govern 
the hearing officer's decision.

Sections 18 - 19. These sections relate to the laws that allow an occupational license or 
driver's license to be suspended when a child support obligor is in arrears. The definitions 
of "substantial compliance" arc clarified so that they refer only to arrears in periodic 
payments, not failure to pay under an order that is only for medical support. If the committee 
wishes to make these definitions include arrears under medical support orders, let me know 
how you wotdd want to define "substantial compliance" with respect to medical support.

Section 2 0 . This section clarifies that, under a "duty of support" imposed by a court or 
C S E D ,  there may only be a duty to provide health care coverage, not periodic payments of 
money.



Section 21. This section clarifies that a support order does not necessarily include all of the 
items listed in subparagraph (B). The word "and" is changed to "or" in (B)(iv) and the 
introductory language following "(B)" is further clarified.

Section 22. This section governs reimbursement to D H S S  for the costs of Medicaid for a 
child when there is a medical support order in effect for the child. Current law requires only 

that the obligor must send to D H S S  any third-party reimbursements that are received by the 
obligor for the child's health care. The reference is changed here to A S  25.27.060(c) because 
A S  25.27.060(c) is the section under which medical support orders are issued to the parent, 
not A S  25.27.063. A S  25.27.063 requires that a copy of the support order be sent to the 

parent's employer.

Section 23. A S  25.27.063(a) is repealed because it unnecessarily overlaps with 

A S  25.27.060(c).

Section 24. Refers to the court rule amendment.

S ection 2 5. Immediate effective date. The committee may wish to consider whether there 
needs to be implementation time for new C S E D  regulations, amendments to court rules, or 

other matters.
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" A n  A c t  relating to the establishment a n d  enforcement of medical support orders for children; a n d  providing for a n  

effective date."

recommends it be replaced - cr /dr? 'I s\A /* n  ^  ̂ ] the same title
with the following committee substitute /'jlS o  O d  j lf£ new title

[ ] additional referral to_______________________Committee
f | attached amendment(s)

A D O P T S ;  Letter of Intent

A T T A C H E S  N E W  FISCAL NOTE(s): (Dep0 A P P R O V E S  PREVIOUS;

| J fiscal note(s) ______________________  [ ] fiscal note(s) _____________________________

[ J zero fiscal note(s)   f^Tzero fiscal note(s) j~)C) ft


