HOUSE FI NANCE COWM TTEE
May 06, 2002
2:01 P.M

TAPE HFC 02 — 103, Side A
TAPE HFC 02 - 103, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 2:01 P. M

VEMBERS PRESENT

Representative Bill WIlIlianms, Co-Chair
Representati ve El don Miul der, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft

Representati ve John Davi es
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson

Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

Representative Carl Mses

ALSO PRESENT

Senator Pete Kelly; Jerry Burnett, Staff, Senator Lyda
Green; Darwin Peterson, Staff, Senator John Torgerson;
Deborah G undmann, Staff, Senator Ben Stevens; Paul Gossi,
Director, Division of Wrkers' Conpensation, Departnent of
Labor & Workforce Devel opnent; Cathy G essel, Alaska Nurse
Practioner Association (ANPA), Anchorage; Mrie Darlin,
Al aska Associ ation of Retired People (AARP), Juneau; M chael
Haugen, Executive Director, Al aska Physicians & Surgeons,
I nc., Anchor age; Jon  Sherwood, D vision of Medi cal
Assi stance, Departnent of Health & Social Services

PRESENT VI A TELECONFERENCE

Jim Jordan, Executive Director, Alaska State Medical
Associ ati on, Anchor age; M ke W ggen, Vice President,
Nat i onal Account s, Aet na; Jack MCrae, Seni or Vi ce
President, Blue Cross, Blue Shield of Al aska; Marybeth
Gardner, Famly Nurse Practioner, Nurse Mdw fe, Tok; Ed
Sniffen, Assistant Attorney GCeneral, Departnent of Law,
Anchor age; Pat Senner, President, Al aska Nurses Associ ation,
Anchorage; Bob Lohr, Drector, D vision of |Insurance,
Departnent of Community & Econom c¢ Devel opnent, Anchorage
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SUMVARY

SB 37 An Act relating to collective negotiation by
physicians wth health benefit plans; and to
health benefit plan contracts wth individual
conpeti ng physici ans.

HCS CS SB 37 (JUD) was reported out of Committee
wth a “do pass” recommendation and with fiscal
notes #6 by the Departnment of Adm nistration, #8
by the Departnent of Law and #9 by the Departnent
of Community & Econom c Devel opnent.

SB 299 An Act relating to the establishnent of an
additional south-central panel to the Al aska
Workers' Conpensation Board and to appoi ntnents to
t hat panel; and providing for an effective date.

CS SB 299 (FIN) was reported out of Commttee with
a “do pass” recommendation and with fiscal note #1
by the Departnent of Law.

SB 319 An Act relating to shallow natural gas | easing;
and providing for an effective date.

HCS CS SB 319 (RES) was reported out of Conmittee
wth a “do pass” recomendation and wth fiscal
note #1 by the Departnent of Natural Resources.

SB 345 An  Act relating to nedical assi stance for
rehabilitative services for certain children with
disabilities; relating to agreenents to pay
medi cal assistance for covered services paid for
or furni shed to eligible chil dren W th
disabilities by a school district; and providing
for an effective date.

SB 345 was reported out of Conmmttee with a “no
recommendation” and with fiscal note #1 and #2 by
the Departnent of Health & Social Services.

#SB319
CS FOR SENATE BILL NO. 319(FIN)

An Act relating to shallow natural gas; and providing
for an effective date.

Co- Chair Mul der MOVED to report HCS CS SB 319 (RES) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.
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HCS CS SB 319 (RES) was reported out of Comnmttee with a "do
pass" recommendation and wth fiscal note #1 by the
Departnent of Natural Resources.

#SB37
CS FOR SENATE BILL NO. 37(FIN)

An Act relating to collective negotiation by conpeting
physicians with health benefit plans, to health benefit
pl an contracts, to the application of antitrust laws to
agreenents involving providers and groups of providers
affected by collective negotiations, and to the effect
of the collective negotiation provisions on health care
provi ders.

SENATOR PETE KELLY stated that SB 37 attenpts to |level the
playing field for Alaska's patients and the physicians who
care for them

Over the past eight years, the health insurance market has
continued to consolidate at a rapid pace. There were once
18 national health insurance conpanies that physicians could
choose to contract wth. Those conpani es have since nerged
into 6. It is even nore severe for Al askan physicians who
have only 2 choices of insurers. Physicians are given
little opportunity to advocate for the best care of the
patients.

Senator Kelly pointed out that independent physicians are
prevented from collective action by federal antitrust |aws
and are subject to aggressive antitrust enforcenent actions.
Large corporations, however, can adopt a “take it or |eave
it” position wthout any antitrust ramfications, which
creates a damaging inbalance in bargaining power. The
i nequity between health insurers and nedical care providers
di ctates physician contracts. The resulting contracts favor
the insurance conpanies over the health care that patients
receive and can result in such policies where physicians are
required to use a |low cost treatnment when a higher cost
treatnment m ght be nedically necessary.

Senator Kelly stated that SB 37 would enable independent,
conpeti ng physicians to becone effective advocates for their
patients through <collective negotiations wth  health
insurers. The negotiations would fall into a narrow scope
of topics with regard to the provisions of physician service
contracts and would be under the scrutiny of the Departnent
of Law. SB 37 would prohibit a group of independent
conpeting physicians from striking or otherw se engaging in
activities that could result in a boycott.

Representati ve Davi es asked about the “voluntary” aspect of
the legislation. He understood that concerns regarding the
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| egislation were that the process would begin and then
comuni cati on woul d cl ose.

Senator Kelly did not knowif that was true. He thought the
i ssue addressed the need to have that type of discussion,
since the nature of the health care industry has changed so

much. Communi cation would have the best interest of the
patients in mnd. That type of dialogue in the contracts
would help physicians protect their patients. He

acknow edged that concerns regarding the “price” were a nore
valid argunent, noting the condition of paynent and quality
of care.

Vi ce- Chair Bunde thought that the logic of allow ng doctors
to discuss patient care and working for what is best for
t hem was obvi ous; however, he pointed out that the commttee
substitute does not allow that type of comunication to
happen anong ot her health practioners.

Senator Kelly interjected that nurse practioners wanted to
be exenmpt fromthe bill

Vi ce- Chair Bunde noted that was not his inpression.

M CHAEL HAUGEN, EXECUTIVE DI RECTOR, ALASKA PHYSICIANS &
SURGEONS, [INC., ANCHORAGE, conmmented that the bill was
tailored for physicians only. He noted that |egal counse
for the Anmerican Medical Association (AMA), under the State
action doctrine, advised that each particular provider group
does need to petition the State for their own version of the
bill.

Vi ce-Chair Bunde did not understand the difference between
having two separate bills or two groups included in the sane
one. He asked if that was a good nedical practice, why did
it not include all nedical practioners.

M. Haugen clained that the AMA had approached the nurse
practioners with an offer, noting that they could borrow the
| anguage of the proposed bill verbatim M. Haugen pointed
out that the AVA received no answer at that tine.

Representative Croft asked if under current Federal Trade
Comm ssion (FTC) rules, do the doctors negotiate for the
medi cal necessity term insurance coverage. He asked if by
excluding the price provision, could “nedical necessity” be
negotiated within the bill

M . Haugen explained that without the bill, one could not
unless a statutory definition of “necessity” was passed.
Through the |legislation, one issue could be nedica
necessity and then defining in the contract what that is.
It is very comon in the provider contracts to include a
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definition of nedical necessity. Physicians are currently
given no input on what the conditions are.

Representative Croft comented on the “idea” of State
action, and understood that sonething nore would be required
to get a State exenption in federal |aw He realized that
the State would need to be actively invol ved. He asked if
the bid could fall under the State action exception.

M. Haugen replied that it would. The current requirenents
are clearly articulated and include active State oversight.
The attorney general would be involved in every stage of the
pr ocess. The Departnment of Law has veto power over the
contract and if it was found that it would not be in the
best interest of Alaskan citizens, the office could “pull
the plug”. The bill would be entirely voluntary on the part
of the carriers, physicians and the State.

M. Haugen noted that it has come to AMA's attention that
the Alaska Nurses Association (ANA), the Alaska Nurse
Practitioners Association (ANPA), and nurse m dw ves oppose
SB 37. M. Haugen stated that it is inportant to refute
sone of the clains made in their letters:

. The nurses claim that the bill would authorize
price fixing by physicians. M. Haugen clarified
that the fact is that price fixing would remain

illegal even if the bill were law. Nothing in the
bill authorizes price fixing.
. The nurses claim the bill would allow physicians

and insurers to discrimnatorily exclude nurses
fromcontracts. M. Haugen comented that passage
of the bill would in no way protect physicians or
insurers from State or federal anti-trust laws if
either party conspired to shut out a different
provider group from a contract. In addition, at
the nurse’s request, the Dbill i ncor por at es
specific | anguage in Section 23.50. 020( p),
reiterating the points that the bill does not
protect physicians from excl usi onary conduct.

. The nurses claim that the bill would increase
costs and reduce services, when in fact, the bill
requires final approval of a contract, including
the fee schedule by the Attorney Ceneral.

M. Haugen commented that one of the purposes of the bill
was to foster open conmunication between physicians and
payers so to address known inefficiencies in the healthcare
delivery system thus potentially |lowering the overall cost
of healthcare while increasing the |evel of service.

CATHY d ESSEL, ALASKA NURSE PRACTI ONERS ASSCCI ATI ON ( ANPA) ,
ANCHORAGE, stated that nurse practioners and mdwfes

House Fi nance Committee 5 05/06/02 2: 01 PM



ardently oppose SB 37. The original bill provided only for
physicians and ignored the fact that nurse practioners,
m dwi ves and physical therapists exist and are valuable
heal th care providers. Those providers were excluded from
the conpetitive market place. Specifically of concern is
the exclusion from reinbursenent. The House Labor and
Commerce Conm ttee heard that concern and renoved the "cost"
pi ece from the bill. The bill would jeopardize the nurse
practioner’s practice. The House Judiciary Conmttee heard
that concern and placed protective |anguage on Page 2, Line
13.

Ms. G essel stressed that the ANP fundanental ly dislikes SB
37 because it lays the foundation for future anendnents that
could be detrinental to all providers outside of the
physi ci ans. She reiterated that the ANP strongly opposes
the legislation and that it would negatively inpact
heal t hcare i n Al aska.

Vice-Chair Bunde interjected that statenment did not “nesh”
Wi th previous testinony claimng that nurse practioners had
been consulted and declined to be included.

Ms. G essel responded that their |obbyist had never heard
that they had been approached regarding the issue or on the
bill.

Vi ce-Chair Bunde asked if they were aware of federal |evel
problens if nore than one health care provider was contained
within a single bill

Ms. G essel was not aware that had been consi dered. She
noted that would not address the fundanental concern
regarding a non-conpetitive workplace. She added that

including nore providers mght be able to address those
concerns and admtted that she had not explored that idea.

Representati ve Wi taker inquired how nurse practioners would
be excluded from the conpetitive market place with the
passage of SB 37.

Ms. G essel explained that the bill as anended in its
current form they would not be excluded; however, the
original bill read quite differently. There have been | ong-

term contentions between the nedical community and the nurse
practioners as health care needs are addressed with quality
of care. Physi ci ans have the potential to exclude nurse
practioners from rei nbursenent.

Representative Whitaker asked if nurse practioners were
still concerned with that eventual evol venent.

Ms. G essel remarked that there still remains a possibility
w th anmendnment s pendi ng.
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ED SN FFEN, (TESTIFIED VIA TELECONFERENCE), ASSI STANT
ATTORNEY GENERAL, DEPARTMENT OF LAW ANCHORAGE, spoke in
opposition to the proposed legislation. The primry concern
rests with the State action doctrine and whether or not it
rises to the standard to provide any kind of inmmunity to
doctors that could take advantage of the legislation to

engage in those negotiations. In the House Labor and
Commerce Committee, the federal trade conmm ssion testified
that the body of the bill does not rise to that |evel.
G anted, without the price provisions in the bill, the anti-

conpetitive concerns have been sonewhat alleviated; however,
if the doctors engage in any activity that they think m ght
cross the line between quality of care and price, and rely
on the provisions of the bill to protect themfromthat, it
woul d be a m st ake. The FTC has made it clear that they
woul d retain jurisdiction to take action if necessary. M.
Sni ffen suggested that the bill would not provide the |evel
of protection that the doctors think it wll.

M. Sniffen added that SB 37 does not rise to provide the
| evel of protection that the FTC contenpl ates. He pointed
out the January 18, 2002 letter from the FTC to
Representative Lisa Mirkowski in the House Labor and
Comrerce Commttee, which addresses the State action
doctrine aspects of the bill

M. Sniffen noted the Departnent of Law s $114 thousand
dollar fiscal note. He asked if the State wanted to spend
that anount of noney to oversee a process that should
requi re no oversight.

M. Sniffen nentioned that this is a voluntary act, however,
it is “voluntary” only on the part of the providers and
health care. The Departnent would not be able to “cut the
process” when determ ned needed. He referenced | anguage on
Page 5, Line 14 of the legislation, which outlines what the
Attorney GCeneral nust do as a result of reviewing the
negoti ati ons. He stated that the Ilanguage 1is not
discretionary and that it wuld be difficult for the
Attorney General to stop the process.

Representative Croft asked if physicians could negotiate
nmedi cal necessity under SB 37.

M. Sniffen replied that if they can discuss it now under
FTC guidelines, then they would continue to be able to
whet her SB 37 was passed or not.

Representative Davies asked what structure the State would
need to have in place to provide for that.

M. Sniffen responded that the structure, which neets the
i nMmunity, would |ook sonething |like the Regulatory
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Commi ssion of Alaska (RCA), an agency responsible for
handling and reviewing those matters. He added that the
process would be subject to an appeal by the court system
and would provide a good |evel of protection. SB 37
requires a third party negotiator to provide docunents to
the attorney general for review Previ ous Suprenme Court
deci sions have nade it clear that the act of supervision is
very rigorous to insure that anti-conpetitive conduct is
shielded fromantitrust liability.

PAT SENNER, (TESTIFIED VIA TELECONFERENCE), PRESI DENT,
ALASKA NURSES ASSOCI ATI ON (ANA), ANCHORAGE, echoed comments
made by M. G essel. She added that ANA had not been
approached about being included in the |egislation. She
| i sted concerns regarding the bill

. The inpact on the cost of health care in Al aska
The econony cannot sustain the dramatic increases
in health care costs. The commttee substitute
that noved out of the House Judiciary Commttee
includes price and adds protective |anguage for
the non-physicians health care providers. She
urged that those provisions remain in the bill
Ms. Senner voiced concern that the version that
passed from the Senate |ast year includes price.
She recomended that the Commttee be “vigilant”
with the final version of the bill

BOB LOHR, (TESTIFIED VI A TELECONFERENCE), DI RECTOR, DI VI SI ON
CF I NSURANCE, DEPARTNMENT CF COVWMUNI TY & ECONOM C
DEVELOPMVENT, ANCHORAGE, offered to answer questions
regardi ng the cost of care and/or the effect of SB 37.

Representative Davies asked if the bill were enacted if it
woul d inpact the nunber of people in Al aska that are not
i nsur ed.

M. Lohr responded that the bill would not have as nmuch of a
devastating effect that it previously had without the price
provisions. He added, it is extrenely difficult to separate
price and non-price from quality of care issues. The FTC
has observed that they have never seen a negotiation wth

all the non-priced itenms at the heart of it. It is clear
that a bill that does focus on non-price elenments would be
far less harnful than a bill focused on the other. M. Lohr
enphasi zed that the bill could inpact the person’s ability

to receive coverage.

MARYBETH GARDNER, (TESTIFIED VIA TELECONFERENCE), FAMLY
NURSE PRACTIONER, M DWFE, TOK, spoke in opposition to SB
37. The bill could Ilimt practice for nurse practioners in
rural Al aska. She stressed that SB 37 was a cunbersone
pi ece of legislation and would Iimt choices for Al askans.
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MARI E DARLI N, ALASKA ASSQOCI ATI ON OF RETI RED PERSONS ( AARP),
JUNEAU, spoke in opposition of the |egislation.

Ms. Darlin agreed that sone of the worst aspects of SB 37
had been anended. The bill remains a piece of |egislation
that will not help any Al askans, except for the physicians.
The Departnment of Law and the Division of |Insurance,
Departnent of Community & Econom c Devel opnent, have both
spoke against the bill. Additionally, the Federal Trade
Commi ssi on (FTO) has i ndicated that t he bil | IS
I nappropri ate.

Ms. Darlin stated that AARP considers itself a consuner
organi zation. As consuners, AARP is well aware of the cost
of nedical services. SB 37 would increase the cost of
health care to everyone who pays for it, including the State
of Al aska, enployees with health benefits, retirees, the
sel f-enpl oyed, and the growi ng nunber of uni nsured.

Ms. Darlin pointed out that AARP nenbers |ive throughout the
State. AARP believes that SB 37 would be harnful to rural
menbers who rely on nurse practitioners for their primry
care. Alaska currently has a Patient’s Bill of Rights. |If
the quality of care issues needs to be addressed, it should
be determned what is already included in that Patient’s
Bill of Rights and if additional neasures were needed that
woul d be an appropriate venue. At present tine, AARP does
not identify any issues included in SB 37 that are not
already in | aw.

AARP nenbers, possibly nore than any other segnment of the
popul ation, are consuners of health care. Menbers have
indicated that fewer physicians are wlling to accept
Medi care, fewer physicians are wlling to see Medicare
patients, and nore and nore physicians are telling 64 year
olds that they will not see them once they turn 65 and are
eligible for Medicare. AARP would prefer to see |legislation
t hat addresses inproved care rather than inproved “profits”.
SB 37 does not offer opportunity for consuner i nput
regarding this concern. AARP believes that SB 37 will have
to increase health care costs without any increase in the
quality of care.

JIM JORDAN, (TESTIFIED VIA TELECONFERENCE), EXECUTI VE
DI RECTOR, ALASKA STATE MEDI CAL ASSOCI ATI ON, ANCHORAGE, spoke
in support for the |egislation. He asked to respond to
coments of previous speakers.

He addressed the circunstances regarding nurse practioners
and that the bill would restrain trade to the healthcare
mar ket place. AMA believes that |egal counsel has reviewed
the bill and that such activities would currently be ill egal
and would continue to be if the bill were adopted. He
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referenced coments nmde that a recommendation had been
attenpted with physicians to the nurse practioners and that
a work session had been organi zed on Decenber 5", 2001, with
Representative Mirkowski . He clainmed that the nurse’s
| obbyi st was there as well as a representative from the
I nNsurance conpany.

M. Jordan addressed the State oversight of the program
The AMA has testified in previous conmttees that there is
sufficient oversight. He added that the bill does provide
an outline for the elenents that the Attorney GCeneral’s
of fice must take into consideration. He added that the bil
provides that the attorney general’s office can adopt
regul ati ons.

M. Jordan pointed out that the title insurance conpanies
had filed an agreed upon rate for several states. A
separate question in that case was whether there was a
sufficient oversight provided by the State insurance

depart nment . The Suprene Court decided there was. I n
view ng that case, there would be no surprises. He noted
that the difference was that the bill addresses a group of

i ndependent i nsurance conpani es conng together to arrive at
atitle insurance rate. There would be no other invol venent
in that process. The result is only what goes to the
attorney general for extensive oversight. He read an
excerpt froma letter fromM. Charles Janes.

M KE W GGEN, (TESTIFI ED VI A TELECONFERENCE), VI CE PRESI DENT

NATI ONAL ACCOUNTS, AETNA, spoke in opposition to SB 37. He
commented that the arguments that AETNA has against the
| egislation are simlar to those voiced by the D vision of
| nsur ance.

He identified untrue information that has been nmade public.
That information stipulates that:

. It would force Alaska into sub contractual terns
called “gag orders”. M. Wggen stressed that was
not true. Those issues are prohibited under

current statute including the Patient Protection
Act to deal wth contractual protection

TAPE HFC 02 - 103, Side B

M. Wggen continued.

. The quality of care issues. The FTC currently
allows that to take place as issued guidelines.
According to the FTC, SB 37 is inconsistent with
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the federal statutes and is attenpting to expand
the circunstances under which it could take place.

. Physi ci ans have no choice but to accept the terns
and conditions of the contract. If that were
true, the cost of health care would be the highest
in the nation.

M. Wggen urged nenbers to discuss the market issues. He
stated that it is ironic that the issues are still alive in
a state where there is no health mintenance organization
(HMO) . M. Wggen's offered to answer questions of the
Comm ttee.

Representative Croft asked if the bill wuld satisfy the
State action doctrine and if physicians could negotiate
nmedi cal necessity now or under SB 37.

M. Wggen replied that the bill would not allow people to
address the State action doctrine. He added, there is a
m sconception regardi ng nedi cal necessity. People with non-
medi cal know edge cannot discuss nedical necessity. Such an
analysis is based wupon nedical study and information

regardi ng that concern. | f another physician appeal s that
information, then another doctor would scrutinize the
i nformati on. | nsurance conpanies wll use outside agencies
to determne the nedical necessity in certain cases. As

written, nedical necessity is not enconpassed in SB 37.

Representative Croft questioned if a group of physicians
could negotiate their own definition of “medical necessity”
within the quality of care exception to the FTC prohibition.

M. Wggen did not know.

JACK MCCRAE, (TESTIFIED VIA TELECONFERENCE), SEN OR VICE
PRESI DENT, BLUE CROSS, BLUE SHI ELD OF ALASKA, stated that
hi s agency does oppose the |egislation because of the cost
“driver”. There could be double digit rate increases in
Al aska with the legislation enacted. Wth the rate and fees
removed, the legislation is not necessary. The FTC does
al l ow negoti ation. He pointed out that Director Lohr had
mentioned that it is difficult to separate any rate and fees
when consi dering negoti ati ons.

M. MCrae addressed other concerns with the |egislation.
Pieces of legislation like SB 37 will keep conpetition out
of the State, which will increase rates and that would not
be good for the consuner. In 2000, Blue Cross negotiated
with the nedical association, the Patient’s Bill of Rights.
That docunent was agreed wupon and was signed by the
Gover nor .
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M. MCrae commented that they would be willing to negotiate
with the nedical association regarding the concerns of SB
37. He stressed that the bill is not necessary. There is
concern that rates and fees could be reinserted into the
| egislation at the end of session, which would be a |arge
cost driver for Al askans.

Vi ce- Chair Bunde commented that the bill has been around for
two or three years. He questioned why there have been no
negotiations to date wth the nmedi cal community.

M. MOCrae responded that he had spoke with the head of the
Al aska Medi cal Association |ast summer in Anchorage. The
purpose of that trip was to undertake negotiations and that
there had not been a response to those discussions.

Representative Foster MOVED to report HCS CS SB 37 (FIN) out
of Commttee with individual recomendations and wth the
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.

HCS CS SB 37 (JUD) was reported out of Commttee with a “do
pass” recommendation and wth fiscal notes #6 by the
Department of Admi nistration, #8 by the Departnent of Law
and #9 by the Departnent of Community & Economc
Devel opnent .

#SB299
CS FOR SENATE BILL NO. 299(FIN)

An Act relating to the establishnment of an additiona
sout h-central panel to the Al aska Wrkers' Conpensation
Board and to appointnents to that panel; and providing
for an effective date.

DEBORAH GRUNDVANN, STAFF, SENATOR BEN STEVENS, stated that
CSSB 299 (FIN) would anend the Wirkers’ Conpensation Act to
provide for an additional panel for the Al aska Wrkers’
Conpensation Board in the South-central venue. She
i ndi cated that was needed to help provide nore hearings in
the area and would address the need to reduce lag tine
bet ween when a worker files a claim and obtains a hearing.
The bill would relieve grow ng casel oads.

Ms. G undmann added that the Alaska Wrkers’ Conpensation
Act requires hearings to be conducted by panels of the
Workers’ Conpensation Board. A panel consists of a |abor
menber and an industry nenber, wth a designee of the
comm ssioner of the Departnent of Labor and W rkforce
Devel opnent. The conm ssioner’s designee is an enpl oyee of
the State of Alaska; the other two nenbers are |ay
vol unteers who receive a $50 per day sti pend.
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Ms. Grundmann pointed out that the industry seat nenbers of
the panels usually work in sonme nanagenent position, while
the labor nenbers are usually officers of |abor unions,
whi ch nmakes for a “good m x” in deciding the types of cases.
Panel nenbers also have full time jobs outside of the
division, and have |limted tine to devote to hearings.
Consequently, there are only so many hearings that can be
conducted with the current conmponent of panel nenbers. Wth
the adoption of the commttee substitute in the Senate
Finance Commttee, the effective date of the bill was
changed to January 1, 2003. Enactment of SB 299 would
provide much needed relief to the W rker's Conpensation
Boar d.

Representative Foster MOVED to report CS SB 299 (FIN) out of
Committee wth individual recommendations and wth the
attached fiscal note. There being NO OBJECTION, it was so
or der ed.

CS SB 299 (FIN was reported out of Committee with a “do
pass” recommendation and with fiscal note #1 by Departnent
of Law.

#SB345
SENATE BILL NO._ 345

An Act relating to medi cal assi st ance for
rehabilitative services for <certain children wth
disabilities; relating to agreenents to pay nedical
assi stance for covered services paid for or furnished
to eligible children with disabilities by a schoo
district; and providing for an effective date.

JERRY BURNETT, STAFF, SENATOR LYDA GREEN, commented that
under the federal Individuals D sabilities Education Act
(I DEA) , school districts are required to provi de
rehabilitative services to qualifying students. Currently,
the federal governnment pays approximately 16% of the cost
for services required by IDEA. The balance is paid out of
the foundation formula with a mx of State and | ocal
f undi ng. To the extent that the students qualify for
Medi caid, federal law allows for schools to bill the State
Medi cai d program for many of the services. However, Al aska
State | aw does not authorize school districts to be Mdicaid
provi ders.

Senate Bill 345 authorizes the Al aska Departnent of Health
and Social Services to pronulgate the necessary regul ations
and to contract with school districts to reinburse for
rehabilitative services for students who qualify under the
Medi cai d program Currently, forty-two other states fund
school - based services through the Medicaid program

M. Burnett stated that under the provisions of SB 345, the
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school district would pay the State match for the Medicaid
services it receives. The only State cost under the bill
woul d be the cost of promulgating the regulations and sone
smal | adm nistrative costs.

M. Burnett added that school districts would benefit by
receiving federal matching dollars wunder the Medicaid
program for services that they nust provide, regardless of

how they are funded. For each school district dollar
expended for the services, the school district would receive
approximately $1.50 in additional federal dollars. M

Burnett clainmed that noney could help defray the costs of
provi di ng speci al education services.

JON SHERWOOD, DI VISION OF MEDI CAL ASSI STANCE, DEPARTEMNT OF
HEALTH AND SOCIAL SERVICES, noted that the Departnent
supports the bill. He stated that it was a cooperative
effort between Departnent of Health & Social Services and
Departnent of Education & Early Devel opnent. M. Sherwood
offered to answer questions of the Committee.

M. Sherwood pointed out that there are two fiscal notes.
One of the notes is for Medicaid services. The bill woul d
enable the school districts to bill Medicaid for services
provided to Medicaid-eligible children in special education
pr ogr ans. Districts would reinburse the Departnent of
Health & Social Services for the State nmatch required.
There would be no net increase in State general fund match
for Medi cai d.

The other fiscal note would cover the small admnistrative
fees for expenses associated wth making the clai mpaynents.
Cl ai m paynents for the new service and a snall anount of on-
goi ng staff support would be needed to policy devel opnent.

Vi ce-Chair Bunde asked if the Medicaid reinbursenent woul d
be “trading dollars”.

M. Sherwood acknow edged that was correct, noting that
currently, the federal governnent pays 60% of the cost for
Medi cai d services.

Vi ce-Chair Bunde pointed out that schools claim that the
State woul d be responsible for paying for a portion of those
costs.

M. Sherwood agreed that was correct, noting that those
State dollars would al ready have been spent.

Representative Foster MOWED to report SB 345 out of
Committee wth individual recommendations and wth the
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.
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SB 345 was reported out of Commttee wth a “no
recommendation” and wth fiscal note #1 and #2 by the
Departnent of Health & Social Services.

#

ADJ QURNVENT

The neeting was adjourned at 3:05 P. M
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