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HOUSE BI LL NO. 197
"An Act relating to directives for personal health care services
and for nedical treatnent."

- MOVED CSHB 197(JUD) QUT OF COW TTEE

CS FOR SENATE BILL NO. 37(FIN)

"An Act relating to collective negotiation by conpeting
physicians with health benefit plans, to health benefit plan
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
negoti ati on provi sions on health care providers."

- HEARD AND HELD
HOUSE Bl LL NO. 472
"An Act relating to persons who buy and sell secondhand articles
and to certain persons who | end noney on secondhand articles.”
- HEARD AND HELD
HOUSE BI LL NO. 319
"An Act relating to civil liability for comrercial recreationa

activities; and providing for an effective date."

- SCHEDULED BUT NOT HEARD
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PREVI QUS ACTI ON

BILL: HB 197

SHORT TI TLE: HEALTH CARE SERVI CES DI RECTI VES

SPONSOR( S) : REPRESENTATI VE( S) HUDSON

Jrn-Date Jr n- Page Acti on

03/ 19/ 01 0649 (H READ THE FI RST TI ME -
REFERRALS

03/19/01 0649 (H HES, JUD

03/ 28/ 01 0762 (H COSPONSOR( S) :  KERTTULA

04/ 10/ 01 (H HES AT 3: 00 PM CAPI TOL 106

04/ 10/ 01 (H) <Bi || Postponed to 4/17>

04/ 17/ 01 (H HES AT 3: 00 PM CAPI TOL 106

04/ 17/ 01 (H Heard & Held

04/ 17/ 01 (H M NUTE( HES)

04/ 19/ 01 (H HES AT 3: 00 PM CAPI TOL 106

04/ 19/ 01 (H Heard & Held

04/ 19/ 01 (H M NUTE( HES)

04/ 19/ 01 (H M NUTE( HES)

04/ 24/ 01 (H HES AT 3: 00 PM CAPI TOL 106

04/ 24/ 01 (H Moved CSHB 197( HES) CQut of
Conmittee

04/ 24/ 01 (H M NUTE( HES)

04/ 25/ 01 1196 (H) HES RPT CS(HES) NT 3DP 2NR
1AM

04/ 25/ 01 1197 (H DP: JOULE, Cl SSNA, DYSON, NR
COGHI LL,

04/ 25/ 01 1197 (H STEVENS; AM KOHRI NG

04/ 25/ 01 1197 (H) FN1: ZERQ( H. HES/ HSS)

01/ 28/ 02 2086 (H COSPONSOR( S) :  CRAWFORD,
LANCASTER

03/ 20/ 02 (H JUD AT 1: 00 PM CAPI TOL 120

03/ 20/ 02 (H Heard & Held
M NUTE( JUD)

04/ 10/ 02 (H JUD AT 1: 00 PM CAPI TOL 120

BILL: SB 37

SHORT TI TLE: PHYSI CI AN NEGOTI ATI ONS W TH HEALTH | NSURE
SPONSOR(S): SENATOR(S) KELLY

Jrn-Date Jr n- Page Acti on

01/12/01 0073 (S READ THE FI RST TI ME -
REFERRALS

01/12/01 0073 (S) JUD, FIN
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L&C REFERRAL ADDED AFTER JUD
JUD AT 1:30 PM BELTZ 211
Heard & Hel d

M NUTE( JUD)

JUD AT 1:30 PM BELTZ 211
Moved CS(JUD) CQut of
Commttee

M NUTE( JUD)

JUD RPT CS 2DNP 3NR NEW TI TLE
NR: TAYLOR, CONDERY

THERRI AULT;

DNP: ELLIS, DONLEY

FN1: (LAW

FN2: ( CED)

FN3: | NDETERM NATE( ADM)

FN4: ZERQ( HSS)

L&C AT 1:30 PM BELTZ 211
Heard & Hel d

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 211
Heard & Hel d

M NUTE( L&C)

L&C AT 1:30 PM BELTZ 211
Moved CS(L&C) CQut of

Comm ttee

M NUTE( L&C)

L&C RPT CS 2DP 3NR NEW TI TLE
NR: PHI LLI PS, DAVI S,
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DP: AUSTERVAN, LEMAN
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FN2: (CED)
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FIN AT 9: 00 AM SENATE FI NANCE
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FIN AT 6: 00 PM SENATE FI NANCE
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BILL: HB 472
SHORT TI TLE: PAWNBROKERS/ SECONDHAND
SPONSOR(S): REPRESENTATI VE( S) GREEN

Jrn-Date Jr n- Page
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GREEN;

DNP:  HOFFMAN

FN1: (LAW

FN2: ( CED)

FN4: ZERQ( HSS)

FN5: ZERQ( S. FI N ADM

RLS AT 10: 45 AM FAHRENKAMP
203

M NUTE( RLS)

RULES TO CALENDAR 10R 4/ 4/ 01
READ THE SECOND TI ME

FIN CS ADOPTED UNAN CONSENT
ADVANCED TO THI RD READI NG
UNAN CONSENT

READ THE THI RD TI ME CSSB
37(FI'N)

PASSED Y13 N6 El1

ELLI S NOTI CE OF

RECONSI DERATI ON

RECONSI DERATI ON NOT TAKEN UP
TRANSM TTED TO (H)

VERSI ON: CSSB 37(FI N)

READ THE FI RST TI ME -
REFERRALS

L&C, JUD, FIN

L&C AT 3:15 PM CAPI TOL 17
Heard & Hel d

M NUTE( L&C)

L&C AT 3:15 PM CAPI TOL 17
Moved HCS CSSB 37(L&C) CQut of
Commi ttee

M NUTE( L&C)

L&C RPT HCS(L&C) 1DNP 5NR
DNP: CRAWFORD; NR: ROKEBERG
MEYER,

HAYES, HALCRO, MJRKOWSEKI
FN6: ZEROQ( ADM

FN7: ( CED)

FN8: (LAW

REFERRED TO JUDI Cl ARY

JUD AT 1: 00 PM CAPI TOL 120
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W TNESS REGQ STER

MELANI E LESH, Staff

to Representative Bill Hudson
Al aska State Legislature
Capi tol Buil di ng, Room 502
Juneau, Al aska 99801

PCSI TI ON STATEMENT
1 on behalf of the sponsor,
to questi ons.

SHELLY K. OVNENS, Community Health & Energency Mdica

Di vision of Public Health

Department of Health & Soci al

PO Box 110616

Juneau, Al aska 99811-0616
POSI TI ON STATEMENT:
questi ons.

SENATOR PETE KELLY
Al aska State Legislature
Capi tol Building, Room 518
Juneau, Al aska 99801
PCSI TI ON STATEMENT:

HOUSE JUD COW TTEE

READ THE FI RST TI ME -

REFERRALS
L&C, JUD

L&C AT 3:15 PM CAPI TOL 17

Heard & Hel d
M NUTE( L&C)

L&C AT 3:15 PM CAPI TOL 17
Moved CSHB 472(L&C) Qut of

Committee
M NUTE( L&C)

L&C RPT CS(L&C) NT 5NR 1AM
NR: MEYER, HAYES, KOIT,

HAL CRO,
MURKOWSKI ;
FN1: ZERQ( DPS)

REFERRED TO JUDI Cl ARY
MCGUI RE

COSPONSOR( S) :

AM  ROKEBERG

JUD AT 1: 00 PM CAPI TOL 120
Schedul ed But Not Heard

COSPONSOR(S):  MEYER

JUD AT 1: 00 PM CAPI TOL 120

Servi ces (DHSS)

During discussion of

-5-

HB 197

Sponsor of SB 37.

Apri |

Presented Version P of HB 197 and Anendment

Representati ve Hudson, and responded

Servi ces

responded to
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MKE D. WGGE NS; Vice President

Nat i onal Accounts

Aetna, Inc.

600 University Street, Suite 1400

Seattl e, Washington 98101

POSI TI ON STATEMENT: Testified in opposition to

PATRICIA SENNER, MS., R N, A N P.; President
Al aska Nurses Associ ation (AaNA)

2207 East Tudor Road, Suite 34

Anchor age, Al aska 99507-1069

POSI TI ON STATEMENT: Testified in opposition to

CATHY G ESSEL, MS.N., RN, F.NP.-C S.

Legi sl ative Representative

Al aska Nurse Practitioner Association (ANPA)
12701 Ri dgewood Road

Anchor age, Al aska 99516

POSI TI ON STATEMENT: Testified in opposition to

CYNTHI A EBELACKER

10251 Stewart Drive

Eagl e River, Al aska 99577

POSI TI ON STATEMENT: Testified in opposition to

CAM LLE SOLEIL, J.D.; Executive Director

Al aska Nurses Associ ation (AaNA)

2207 East Tudor Road, Suite 34

Anchor age, Al aska 99507

POSI TI ON STATEMENT: Testified in opposition to

BARBARA E. NORTQN, C.N. M

3730 Rhone Circle, Suite 101

Anchor age, Al aska 99508

POSI TI ON STATEMENT: Testified in opposition to

KAREN DECKER- BROAN

2200 Shore Drive

Anchor age, Al aska 99515

POSI TI ON STATEMENT: Testified in opposition to

STEVE CONN, Executive Director

Al aska Public Interest Research G oup (AkPIRG
PO Box 10-1093

Anchor age, Al aska 99510

POSI TI ON STATEMENT: Testified in opposition to
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KATHLEEN T. MELI CAN

3600 M nnesota Drive

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified in opposition to SB 37.

LEONARD SORRI N, Assistant General Counsel

Bl ue Cross Blue Shield of Al aska

(No address provi ded)

POSI TI ON  STATEMENT: Testified in opposition to SB 37 and
responded to questions.

CLYDE (ED) SN FFEN, JR, Assistant Attorney Ceneral

Fair Business Practices Section

Cvil Division (Anchorage)

Department of Law (DQL)

1031 West 4th Avenue, Suite 200

Anchor age, Al aska 99501-1994

POSI TI ON STATEMENT: Provi ded comrents indicating opposition to
SB 37, and responded to questions.

BOB LOHR, Director

Di vi sion of Insurance

Department of Community & Econom c Devel opnent ( DCED)

3601 C Street, Suite 1324

Anchor age, Al aska 99503-5948

POSI TI ON  STATEMENT: Testified in opposition to SB 37, and
responded to questions.

BECKY DEDURA (ph), Director

FTC Resource Center on State Legislation (ph)

Anmeri can Medi cal Association (AVA)

(No address provided)

POSI TI ON STATEMENT: Testified in support of SB 37.

M KE HAUGEN, J.D., MB. A ; Executive D rector

Al aska Physicians & Surgeons, Inc. (APS)

4120 Laurel Street, Suite 206

Anchor age, Al aska 99508

POSI TI ON STATEMENT: Testified in support of SB 37.

LAURA ACHEE, Staff

to Representative Joe Geen

Al aska State Legislature

Capi tol Building, Room 403

Juneau, Al aska 99801

POSI TI ON STATEMENT: Presented HB 472 on behalf of the sponsor,
Representative G een.
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DAVI D HUDSON, Capt ain

Adm ni strative Services Unit

Central Ofice

Di vision of Al aska State Troopers (AST)

Departnent of Public Safety (DPS)

5700 East Tudor Road

Anchor age, Al aska 99507-1225

POSI TI ON STATEMENT: Provi ded comments in support of HB 472 and
responded to questions.

DAVE ADAMS

(No address provi ded)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 472.

JERRY CLEWORTH

907 Park Drive

Fai r banks, Al aska 99709

POSI TI ON STATEMENT: Testified in opposition to HB 472.

MARGE THOWPSQN, Co-owner

Al askan Phot ographi c Repair Service

PO Box 71127

Fai r banks, Al aska 99707

POSI TI ON STATEMENT: Testified in opposition to HB 472.

BEN CARPENTER, Owner

Ben's Super Store

1402 G | 1iam Wy

Fai r banks, Al aska 99701

POSI TI ON STATEMENT: Testified in opposition to HB 472.

DAN HOFFMAN, Li eut enant

Fai r banks Pol i ce Departnent (FPD)

City of Fairbanks

656 7th Avenue

Fai r banks, Al aska 99701

POSI TI ON STATEMENT: Testified in support of the intent of HB
472.

NORM BLAKELEY

PO Box 537

Sol dot na, Al aska 99669

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
472.
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CYNTHI A BRI DGES, Detective

Anchor age Police Departnent (APD)

Muni ci pality of Anchorage (MA)

4501 Sout h Bragaw Street

Anchor age, Al aska 99507

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
472.

ACTI ON NARRATI VE

TAPE 02-46, SIDE A

Number 0001

CHAIR NORVAN ROKEBERG called the House Judiciary Standing
Committee neeting to order at 1:18 p.m Represent ati ves
Rokeberg, Janes, Coghill, Meyer, and Berkowitz were present at
the call to order. Representati ve Kookesh arrived as the

meeting was i n progress.

HB 197 - HEALTH CARE SERVI CES DI RECTI VES

Number 0056

CHAI R ROKEBERG announced that the first order of business would
be HOUSE BILL NO 197, "An Act relating to directives for
personal health care services and for nedical treatnent.”
[Before the commttee was conmittee substitute (CS) for HB 197,
version 22-LS0712\0O Bannister, 2/26/02, which was adopted as a
wor k draft and anmended on 3/20/02.]

Nunmber 0103

REPRESENTATI VE JAMES noved to adopt committee substitute (CS)
for HB 197, version 22-LS0712\P, Bannister, 3/20/02, as a work
draft. There being no objection, Version P was before the
comittee.

Number 0124

MELANI E LESH, Staff to Representative Bill Hudson, Al aska State
Legi sl ature, sponsor, speaking on behalf of the sponsor, noted
that Version P allows for the reenactnment of the current statute
regarding the protocol for responding to the "Confort One Do-
Not - Resuscitate (DNR) program™ She also noted that a proposed
amendnent would provide the final touch, with one exception, for
t hat provision. Wen HB 197 was first created, she expl ained,
the intent was to take all of the current provisions related to
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end-of -life healthcare decisions and place them in one chapter.
These provisions include the Organ Donation program the Living
W1 [ prograni, the Confort One Do-Not-Resuscitate (DNR)
program and an "expanded heal thcare durable power of attorney."”
However, during the drafting process, the repeal and reenactnent
of the Confort One Do-Not-Resuscitate (DNR) program did not

occur as planned. Version P reenacts that program in full,
al though it still needs revision via [Arendnent 1]
Number 0293

CHAIR ROKEBERG said that he would entertain a notion to adopt
Amendnent 1.

M5. LESH pointed out that Amendnent 1 is also in need of

revision. On page 3, line 3, of Amendnent 1, the Departnment of
Health & Social Services (DHSS) recomrends changi ng the | anguage
so that it wll read: "(c) An individual who is a qualified

patient, including an individual for whom a physician".
Nunmber 0391

CHAIR RCOKEBERG nmade a notion to adopt the aforenentioned
| anguage as an anendnent to Anendnent 1.

REPRESENTATI VE BERKOW TZ obj ected for the purpose of discussion.
He opined that the anmendnent to Amendnent 1 seens to "preclude
an individual from having this kind of conversation with a
doctor prior to becomng a qualified [patient]."

M5. LESH said that a qualified patient can only be determ ned by
a doctor, so there is only a very small w ndow of opportunity in
whi ch one [can becone] that qualified patient; "You have to be
in a termnal condition, which has to substantiated by a
physi ci an. "

REPRESENTATI VE BERKOW TZ asked: "I'f I were to have a do-not-
resuscitate order now, and I'min relatively good health, that
woul dn't seemto be permtted under this anendnent [to Anendnent
1], is that correct?"

Nunber 0487
SHELLY K. OWENS, Comunity Health & Emergency Medical Services,
Division of Public Health, Departnent of Health & Socia

Services (DHSS), clarified that if one has a do-not-resuscitate
order it is because he/she has already been determned by a
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physician to be termmnally ill. She said that [the DHSS s]
concern with Amendnent 2 as it is currently witten is that it
m ght provide an individual who is not termnally ill and does
not have a DNR order to refuse Ilifesaving treatnent; for
exanple, if sonmeone attenpted suicide and failed, that person
coul d refuse hel p.

REPRESENTATI VE BERKOWN TZ asked whether he could [have a
physi ci an] nmake that determnation now, if, for exanple, he were
concerned about the possibility of getting in an accident that
degrades his quality of life.

M5. OVENS pointed out that under current law, a physician could
not prepare a DNR order for soneone who is not termnally ill
and the sane restrictions would apply under [version P].

CHAI R ROKEBERG asked why the |anguage about a qualified patient
should be added to Anendnent 1 if it is already assuned that a
physician only prepares a DNR order for soneone who is already
qual i fi ed.

M5. OWNENS explained that the additional |anguage is necessary
because the inclusion of the clause offset by comms in the
current |anguage of Anendnent 1 mght |eave that section to be
interpreted to nmean "an individual has the right to make a
decision regarding the use of" life-sustaining procedures. She
said that such an interpretation mght allow a person to refuse
life-sustaining treatnent regardless of whether he/she s
termnally ill.

REPRESENTATI VE BERKOW TZ said he could envision circunstances
for which he would |ike to have a do-not-resuscitate order, even
though he is currently in relatively good health. He asked
whet her there is any procedure by which that coul d happen.

M5. OWENS said no; if a physician were to wite a do-not-
resuscitate order for sonmeone who is not termnally ill, it
would be in contravention of exiting law and the proposed
| egi slation. She pointed out that the purpose of the healthcare
directive is to address the type of concerns posed by
Representative Berkowitz. A person's w shes, in the event of a
serious accident, could be provided for via the healthcare
directive, but only a patient who is termnally ill can obtain a
do- not-resuscitate order

Nunmber 0692
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REPRESENTATI VE BERKON TZ wi t hdrew his objection to the amendnent
to Anendnent 1. He added, however, that since passing
| egislation is an iterative process, he would hope that the next
iteration of HB 197 would go further in addressing his concerns.

MS. LESH said that it is the sponsor's intent to allow people to
broadly state their w shes regarding [end-of-life] treatnent,
but in the situation of a severe accident, for exanple, the
Enmergency Medical technicians' |ifesaving protocol would take
pr ecedence. She noted that [Version P and Anendnent 1] are
nmerely reenacting current protocol.

Number 0800

CHAI R ROKEBERG noting that there were no further objections
stated that the anmendnent to Anendnent 1 was adopt ed.

Nunmber 0813

CHAIR ROKEBERG asked whether there were any objections to
adopting Anmendnent 1, as anended. There being no objection,
Amendnent 1, as anended, was adopt ed.

Number 0850

REPRESENTATI VE MEYERS noved to report commttee substitute (CS)
for HB 197, version 22-LS0712\P, Bannister, 3/20/02, as anended,
out of committee wth individual recomrendati ons and the
acconpanying zero fiscal note. There being no objection, CSHB
197(JUD) was reported from the House Judiciary Standing
Comm ttee.

SB 37 - PHYSI Cl AN NEGOTI ATI ONS W TH HEALTH | NSURE

Nunmber 0858

CHAI R ROKEBERG announced that the next order of business would
be CS FOR SENATE BILL NO 37(FIN, "An Act relating to
collective negotiation by conpeting physicians wth health
benefit plans, to health benefit plan contracts, to the
application of antitrust laws to agreenments involving providers
and groups of providers affected by collective negotiations, and
to the effect of the collective negotiation provisions on health
care providers."

Number 0889
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SENATOR PETE KELLY, Al aska State Legislature, sponsor, said that
SB 37 is offered as a response to the changing nature of the
health care industry in the United States. In the past ten
years, the nunber of insurance conpanies has decreased from
ei ghteen - nationwide - down to about six, and that nunber wll
probably continue to decrease, he suggested. He opined that the
nunber is not decreasing because insurance conpanies are going
out of business; rather, it is because conpanies are nmerging,
and are consequently gaining nore and nore power in the market
pl ace. The problem with this phenonenon, he remarked, is that
it leaves sone of those who do business with [those insurance
conpanies] in the unenviable position of being "an unprotected
David against a Goliath that has federal protections as its
ar nor . "

SENATOR KELLY said that the federal antitrust provisions work to
protect "these |arge [insurance] conpanies against these snaller

doctors that do business with them"™ What SB 37 proposes is
that under the watchful eye of the Departnent of Law (DCOL), a
"state action doctrine” can be put in place that wll allow

physicians to come together and discuss terns related to the
health provider contracts that they have wth these |large
I nsurance conpani es. Currently, he noted, physicians are in a
"take it or leave it" position, adding that "it is arguable that
the patient is the one who is suffering as a result of this.”

SENATOR KELLY, to address concerns that had been raised as SB 37
went through the Ilegislative process, said that the bil
specifically prohibits boycotting or price-fixing by physicians,
and that "it is conpletely voluntary”" in that the attorney
general can end negotiations or contracts at any tine and
nei ther physicians nor insurance conpanies are required to
negoti at e. He reiterated that SB 37 allows individua
physicians to come together to discuss "these things as they
face these huge conpanies,” wthout getting in trouble with the
Federal Trade Comm ssion (FTC).

SENATOR KELLY noted that there had been a concern regarding
nurses, but "the nurses have been renoved."” He also noted that
he's heard that there is a proposed anendnent [regarding
nurses], and he's been told that it would not adversely affect
SB 37 and would give [nurses] nore protection. He surm sed,
however, that although he did not object to the adoption of this
proposed anendnent, rather than giving [nurses] nore protection,
it sinply gives them "extra |anguage,” which, he opined, they
didn't need. He nentioned that there is also a proposed
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anmendnent regarding multiple enployer welfare arrangenents
(MEWAsS), which he did not object to either.

Nunber 1110

REPRESENTATI VE JAMES said that it seens to her as though the
effects of SB 37 would be analogous to having a group of
nei ghbors get together and tell a fire insurance conpany, from
whom they all buy fire insurance, what to pay on any forthcom ng
cl ai ns. She asked for a description of what physicians are
going to be negoti ating.

SENATOR KELLY sai d:

well, for one thing, they can't cone together and
di scuss any terns of the contract they nay have wth

[an insurance conpany]. For instance, you m ght
have a provision in the [contract] ... where the
i nsurance conpany mght say, "W've paid this, but
we've decided not to after retrospective review " and
then the physician would have to pay back the noney to
the insurance conpany. That isn't necessarily a thing
that -- that may or may not be a bad thing, | don't
know, the point is, they can't even discuss that anong
thenmsel ves wthout the FTC coming down on them

sayi ng, " No, you're viol ating t he antitrust
provisions.”™ The suprene court said that ... if we're
going to have these blanket antitrust provisions out
there, there are going to be cases where ..., through

normal busi ness practice, sone people need protection
that maybe goes a little bit in the other direction
The FTC is there to protect the people [that] are in
busi ness conpeting with each other, but the custoners
of those businesses aren't necessarily protected.

And the suprene court said that you can create a state
action doctrine where you have the Davids of the world
who are trying to do business with the Goliaths, which
woul d be these |arge insurance conpanies, and it would
give them sone protection that they don't have to
follow quite to the absolute letter of the law the
antitrust provisions that mght apply to a GCeneral
Motors [Corporation] or an Exxon [Mbil Corporation]
or sonebody like that. To put the physicians in that
sane situation doesn't always mnake sense, and the
suprene court says there's tines when it's not going
to make sense, so they allow for this state action
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doctrine, where you can create an oversight of these

negotiations by a state agency - the Departnent of
Law, in this case - and they can allow the physicians
to cone together to discuss these things, like | had

just nmentioned to you, wthout being in violation of
Federal Trade Comm ssion rules.

Nunmber 1248

REPRESENTATI VE MEYER asked how SB 37 is going to benefit
constituents: "Can we expect better health care; can we expect
| oner rates; what can we expect if this passes?”

SENATOR KELLY sai d:

The best exanmple | can think of, and it's probably
what notivates me on this bill the nost: if you have
an insurance conpany [that] comes in and ..., because
they're so big they're going to have contracts with a
maj or portion of the doctors in an area, they can
require, on a "take it or leave it" basis, that the
doctors can't even discuss with their patients higher-
cost alternatives. So if sonmeone cones in and they
have a broken leg and it's handled by an x-ray, that
would be pretty normal, but in some cases, mybe it
needs an MRl [magnetic resonance imagi ng] or somnething

-- believe me, I'm out of ny |eague here as far as
medi cal exanples, but I'm just trying to give an
exanpl e.

The insurance conpanies can say, "No, you can't even
di scuss that with the patient because we're only going
to pay for that lower level,” and the health care
provider has to then choose between the terns of that
contract, where they can't discuss these kinds of very
inmportant details with their patients wthout |osing

the contract. And because there are becomng so few
of these insurance conpanies and because they're
becom ng so powerful, ... there again, they're on a

"take it or leave it" basis; the physician's going to
find hinmself in a bad situation between having to
choose between business and nmaybe what's in the best
interest of his client. They can also go as far as to
have a gag rule; not only that they won't provide it,
but, as | said, they could even require that there is
a gag rule on them where they can't even discuss
these kinds of options with the patients.
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Number 1334
SENATOR KELLY conti nued:

That [the bill] allows the physicians to cone together
and say, "Look, there's a group of us here and ... we
want to do business with you, but we want to be able
to discuss whether those kinds of things should be in
the contract or not." The FTC would slam them before
that, but what they do is they pick them off
individually: you have all these physicians out there
and they're saying ... to this guy, "W're one of the
bi ggest corporations in the world; we're going to
offer this contract; take it or leave it; here are the

terms." It gives them some kind of market power -
al beit voluntary because the insurance conpanies don't
have to negotiate with themif they don't want to. It

gives them at Ileast the opportunity to enter into
t hese discussions with each other, and as a group wth
the insurance conpany, to act in the best interest of
their client.

You've asked nme [for] an exanple. The exanple is,
under current rules, the insurance conpanies cone in
and they say, "Take it or leave it, here's the
contract, you can't even di scuss hi gher -1 evel
alternatives - higher-cost alternatives - wth your
patients." You're one physician against ... one of

the largest corporations in the world, and they have
such market power in your area that you pretty much
got to play ball by their rules. This allows the
physicians to at |east conme together and say, "W as a
group want to talk to you about this provision, this
hi gher cost alternative not being allowed, or even a
gag rule where you can't even discuss it not being

al l oned. " And they can talk, t hen, bet ween
t hensel ves; the physicians can say, "This is what |
was offered, and | want to know what you were

offered,” and they can discuss that anongst thenselves
and then discuss it with the insurance conpani es.

SENATOR KELLY sai d:
Under current Federal Trade Conm ssion rules, they're

going to get a letter fromthe FTC and possibly get a
fine for doing that. The Suprene Court said, "In
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those cases, we're going to allow states to create
this state action doctrine that allows the doctors to
at | east cone together to discuss these things wthout

getting slapped by the FTC" Utimately, because of
the way the bill is witten, no one is forced to do
anyt hi ng. The insurance conpanies, if they say, "I
don't want to deal with you," that's fine; or if the
Department of Law says, "No, ... we don't |ike the way

the negotiations are going," then it conmes to an end;
or the doctors can end it as well.

Nunber 1455

REPRESENTATI VE JAMES recounted an experience she had with her
i nsurance conpany, Aetna Inc., and a dentist: "My husband had
his teeth worked on and they were supposed to pay 50 percent.
And of course they didn't pay 50 percent; they paid 50 percent

of what was their recognized charge." When she questioned the
i nsurance conpany about where that nunber cane from she was
told, "Well, because this is the rate that everyone else is
charging in this district - 99501." She noted that since she
lives in the Fairbanks area, not the Anchorage area, she
objected to this reasoning. "I didn't get anywhere at all,"” she
explained, "and I'm the one that didn't get paid; it wasn't the

dentist, it was ne." "So, ... what's this do for our

constituents?" she asked, "What's it do for nme, as a patient, to
all ow the doctors to do this?"

SENATOR KELLY sai d he thought he had answered those questions.

REPRESENTATI VE JAMES said she did not believe the assertion that
doctors are not allowed to recomend appropriate treatnent to
their patients.

SENATOR KELLY nentioned that such a case happened in Fairbanks,
and that the physicians involved were threatened with a pretty
serious fine.

CHAl R ROKEBERG asked for confirmation that "the fee or economc
di scussi ons have been renoved" in the HCS CSSB 37(L&C) version.

SENATOR KELLY indi cated that such had been renoved.
CHAI R ROKEBERG said, "So, what we're talking about is other
conditions rather than the fees thenselves, is that right?" He

al so noted that the sponsor has asserted that the situation in
Al aska is acute because there are only two insurance conpani es.
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He pointed out, however, that there are three insurance
conpanies that do business in the state that are present to
testify or that have submtted comments on SB 37. In addition

Chair Rokeberg remarked, there are 160 insurance conpanies that
are registered to do business in the state. He al so nentioned
that he did not agree with the sponsor's assertion that there
were 18 insurance conpanies, nationw de, that have since nerged
into 6 conpanies. He suggested that before the bill progresses,
the sponsor ought to review his statistical assertions.

Number 1615

MKE DO WGENS; Vice President; National Accounts; Aetna, |nc.
sai d:

In various capacities, | have been involved in the
health insurance narket in Alaska for the past 15
years, and have worked for Blue Cross, New York Life
[ nsurance Conpany], and, nore recently, Aetna. Aetnha
has opposed [SB 37] and remains opposed to the |atest

draft of the bill. VWile the bill has been
significantly narrowed from its original version, we
still feel that it wll neither benefit consumers nor

conpetition in Alaska for health insurance.

The major inpact of the bill is to allow collective
negotiati ons [by] physicians [with] health insurers on
broad contractual terns, which are |isted on page 2 of
the bill. Aetna and the Health Insurance Association
of America [H AA], which represents nost of the other
insurers in the Alaska market, agree with the Federa
Trade Conm ssion that bargaining on contractual issues

will likely have a significant inpact on the cost of
health care and therefore is likely to increase the
cost of insurance in Al aska. Since the bill only
applies to the privately insured market - mainly
i ndi viduals and small groups - it wll have an adverse
effect on the part of the nmarket that [already has]
hi gher costs, in the narket where the [insured
nmenbers] are |least able to afford increases. As you

are aware, there are two other bills pending before
the legislature this year which seek to find |ess
expensive ways to provide health insurance to this
sector of the nmarket.

Duri ng t he 2000 | egi sl ative sessi on, Aet na
participated extensively in the House Judiciary
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[ Standi ng] Conmittee proceedings on the Al aska patient
protection Act , whi ch ultimately passed t he
| egislature in 2000. The main focus of that bill was
to address the sanme contractual terns for which
physi cians are now seeking the right of «collective

bar gai ni ng. [ That] bill today provides safeguards in
Al aska | aw and prohibits many of the practices such as
"anti-gag clauses,” ... that neans talking to your
[ doct or] about hi gher cost alternatives, t hat

physi ci ans have testified should be dealt with through
t he nechani sm of SB 37.

Number 1725
MR WGGE NS conti nued:

Further, the Federal Trade Comm ssion testified that
physician groups are now permtted to bargain on

"quality of care" i ssues Wi t hin t he federa
constraints on antitrust. Passing a state law wll
not change the FTC s ultimate authority for evaluating
and prosecuting. By adopting differing state and
federal statutes for antitrust actions, the situation
wi |l becone even nore confusing, not |ess. Wth the
exception of Blue Coss, in a relatively snall

geogr aphical area of Alaska, we don't think that any
insurer can be reasonably considered to have nmarket
power in the private insurance market w thin Al aska
under the normal - and under any nunber of -
definitions. If [SB 37] is intended to regul ate Bl ue
Cross in sone fashion, as a nonprofit corporation,
they are subject to different sections of the
i nsurance statutes than the profit insurers, and your
concerns can by addressed under their unique part of
t he Al aska insurance statutes.

To address the previous testinony by physicians on
their inability to appeal clains that have been denied

for "nedical necessity,” | have provided a summary of
"State of Alaska - Aetna" information to the
commttee, illustrating the small nunber of these type
of appeals and their disposition. Utimately, within

the Aetna organization, it is an independent physician
and not a non-physician that decides the nerits of
t hese appeals. Thank you for the opportunity to
[testify].
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CHAIR ROKEBERG asked M. Waggins to comrent on Representative
Janes' s experi ence.

MR WGAENS explained that Aetna's rate of paynent for denta

clainms is defined in its contract with the state, and that "they
define the data source." "So, as the admnistrator, we are
payi ng based upon the fee schedule [that] the state has set, and
there are three geographical 'R [Reasonable Charge] and UCR
[ Usual, Customary, and Reasonable Fees]' areas in the state of
Al aska, " he added.

CHAI R ROKEBERG asked: "Under the third-party appeal and the UR
- utilization review - procedures under the '[Alaska] Patients'
Bill of Rights," would an econonm c short paynent or sonething be
sonet hing that could be appeal ed?"

Number 1839

MR WGENS said yes. He pointed out that one of the
m sconceptions is that non-nedical people nake decisions on
nedi cal appeal s. He said that a handout he provided the
commttee illustrates that his conpany has both a second |eve
and a third level of appeal; a second |evel appeal is reviewed
by a physician, as is a third level appeal, either by a

physician wthin Aetna wth the sanme specialty, or by a
physi cian at an external review agency.

CHAI R ROKEBERG asked whether this is also the process for
appeal s pertaining to the anount of reinbursenent.

MR WGENS said that it can be. Sonetines in Al aska, he noted,
there are sone "billing inconsistencies from the Lower 48," and
there are some other things to take into consideration. He said
that although he did not have the turnover rates in front of
him he could say that a significant nunber of [cases], once
they are appealed and additional information is received, are
ultimately resolved in favor of the person initiating the
appeal .

Nunmber 1908

PATRICCA SENNER, MS., RN, A NP.; President, Al aska Nurses
Associ ation (AaNA), said:

W would like to voice today our continued serious
concerns about [SB 37]. Qur main concerns with this
bill are twofold. First, we are concerned that
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allowing large groups of physicians to band together
to negotiate wth insurance conpanies wll lead to
exclusion of di rect r ei mbur senent by insurance
conpani es of non-physician health care providers such
as nurse practitioners and nurse mdw ves. Qur second
maj or concern is that by effectively renoving
constraints on the side of physician-network joint
ventures such as individual-practice associations - or
| PAs - the Al aska health care consuner wll be faced
Wi th seriously rising costs of care.

Health care in Alaska is provided by a diverse group

of pr of essi onal s, i ncl udi ng advanced nur se
practitioners, certified nurse-m dw ves, certified
direct-entry m dw ves, certified registered nurse
anest heti st s, psychol ogi st s, soci al wor ker s,
optonetrists, podiatrists, physical therapists, to
nane a few. These practitioners provide a broad
spectrum of af f or dabl e, accessi bl e, hi gh-quality

health care services to many thousands of Al askans who
want to choose the provider that best neets their

needs. It is our concern that the physicians wll
negotiate the exclusion of direct reinbursenent of
t hese providers. If these health care providers
cannot receive direct reinbursenents from insurance
conpanies, they wll be put out of business, and
insured Alaskans wll not be able to choose their
provi der.

Current FTC regulations allow the formations of
physi ci an- net wor k j oi nt vent ur es, W th certain
saf eguar ds. One of these is Iimting the size of the
network in given geographic |ocations; the other is
that the network sonehow has to lead to decreased
costs by sone form of econony of scale. I n exchange
for allow ng physicians to negotiate together, the FTC
states that the public has to receive sone financial

benefit. Senate Bill 37 would effectively renove
these constraints. [ Proposed Sec. 23.50.020(c)(6)
st at es: "an authorized third party may not represent

nore than 30 percent of the market of practicing
physicians for the provision of services in the
geographic service area or proposed geographic service
area, if the health benefit plan has less than a five
percent market share".]

Number 2021
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MS. SENNER conti nued:

But [if] I"'m reading this correctly, this neans that
if a health benefit plan has nore than a 5 percent
mar ket share, there is no limt on the [size] of
physi ci an networks. Furthernmore, ... current FTC
guidelines state that joint ventures nust ... share
substantial risk and constitute 20 percent, or |ess,
of the physicians in each physician specialty. Senate
Bill 37 renpbves any reference to specialty, allow ng
all the physicians in a specialty to band together to
negotiate with the insurance entity. W have conplete
synpathy with the physicians' desire to regain control
of their practice and not have health insurance
conpani es dictate how they practice - we deal with the
sanme difficulties in our practices - however, we feel
that [SB 37] tilts the balance too much in the favor
of physician networks and does not protect the
interests of health care consuners.

In order [to] restore this balance we recomend the
follow ng changes to [SB 37]: I ncl ude | anguage t hat
woul d  prohibit physicians from negotiating the
exclusion of direct reinbursenent by non-physician

health care providers, and ... [prohibit] them from
determining the settings other health care providers
deliver services in. And that ... has to do with the
nurse-m dwi ves who want to be able to continue to
[ have] births in birthing centers and in hones. And
the second [recomrendation] is, maintain the exclusion
of price from the list of itenms |arge physician
networks can negotiate; by keeping this exclusion,
smal | er physician networks can still negotiate price
under current FTC guidelines. W thank you for
considering our concerns; ... Alaskan nurses are
commtted to providing quality, affordable health
care.

Number 2090

CATHY G ESSEL, MS. N, R N., F.NP.-CS.; Legi sl ative

Representative, Alaska Nurse Practitioner Association (ANPA),
testified via tel econference. She said:

| know that nost of [you] sought to serve in the
| egislature of this great state in order to nake a
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difference, a positive difference, for the people who

live here. This legislation - SB 37 - wll not make
ci rcunstances better for Al askans. It will have the
opposite effect for everyone who accesses health care.
The only people who will benefit are physicians, and
that will be to increase their inconme and control over
health care delivery. I'"'m sure vyou' ve already

revi ewed opinions provided to you by the Federal Trade
Comm ssion, as well as the two January, 2001, letters
from Attorney General Bruce Botel ho. These docunents
clearly articulate the legal inproprieties of SB 37.

How will SB 37 harm Al askans? Legal opinions and
experiential exanples point to increased costs for all
consuners - whet her privately i nsured or
Medi caid/ Medicare - and limtations in the choice of
health care providers. [Senate Bill 37] places

physicians in a position to exclude the continued
free-trade practice of non-physician providers such as
nurse practitioners and certified nurse-m dw ves.
There are many locations in our great state where
health care is provided exclusively by nurse
practitioners. But even in urban Al aska areas, nurse
practitioners provide care for people who are declined
care by physicians.

A case in point is Medicare patients. Mny physicians
decline to accept Medicare patients. My own father,
who |ived in Fairbanks since 1948, was "fired" by his
physician of 25-plus years when ny father becane

eligible for Medicare. Wiy?  The reinbursenment from
Medi care was too low for physicians. Where shoul d
Medi care patients go? To energency roons? Now you're
really talking high health <care costs. Here in

Anchorage there is a physician-owned clinic and a
nurse practitioner-owned clinic located wthin one-
half mle of each other. The cost for a new patient
visit to the physician-owned clinic is twice the cost
of the sanme visit at the nurse practitioner-owned
clinic for the identical health needs.

CHAIR ROKEBERG interjected, saying that there were still
nuner ous people who wished to testify, and inviting Ms. G esse
to fax any witten testinony that she had to the commttee.

MS5. G ESSEL, to conclude, said:
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VWhat is nore, the physician-owned clinic declines to
accept Medicare patients and sends them to the nurse
practitioner-owned clinic, who does accept Medicare.
In this exanple, who is denonstrating - by action - a
greater concern for health care sensibility, quality,
and need? And who is denonstrating nore concern with
incone and fee-related issues? Pl ease nmake a
difference, a positive difference, for Alaskans by
rejecting SB 37. Thank you.

CHAIR ROKEBERG invited all the participants to fax witten
testinony to the conmttee.

Number 2218

CYNTHI A EBELACKER testified via tel econference. She noted that
she is representing Al aska's 400-plus nurse practitioners that
work across the state - many in private practice - that she is
the immediate past president of the Alaska Nurse Practitioner
Association (ANPA), and that she owns a famly-practice clinic
in Eagle River. She said:

At a tinme when your constituents are clanoring for
sound fiscal managenent and all Al askans woul d wel cone
nore affordable health care, your commttee is
spending time and noney considering an unnecessary

bill that wll do little to inprove the so-called
quality of nedical care, but which would eventually
raise the costs of such care. There is already an
antitrust law that permts physicians to negotiate
legitimate quality-of-care issues. It is a matter of

public [record] that the Anmerican Medical Association
[ AMA] has equated quality of care with the elimnation

of i ndependent non-physician practitioners. Power fu
AMA | obbying and large AMA donations to governnent
officials pave the way for bills like this one that

cone before you.

Make no mstake, this bill is not at all about
i nproved health care quality or |ower costs. It is
about cont rol by the powerful and the unfair

restriction of trade for a large group of highly
qualified, highly cost-effective, non-physician health
care providers, specifically, nurse practitioners and

nur se-m dw ves. The passage of this bill would allow
physi ci ans and insurance conpanies to restrict third-
party r ei mbur senent for i ndependent nur se
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practitioners. W are currently often reinbursed at a
|l ower rate than are physicians in private practice;
that cost savings would go away and insurance prem uns
and deductibles wll eventually increase to conpensate
for that |oss.

Nunber 2272

M5. EBELACKER concl uded:

Many of our [businesses] will not survive, and tens of
t housands of Alaskans wll lose their primary care
provider, especially ... in ... rural areas. Patients
will be forced to see nore expensive providers, often
at a distance from where they live. Using the very
gentle wording of this bill, physi cians could
negotiate contracts containing |anguage about quality
or safety which can be used to limt or elimnate

consuners' ability to choose a non-physician health
care provider or keep the ones they already have. I
woul d ask that you don't becone part of [the] current
health care crisis; we all need to work on real
solutions for inproving access to health care and
decreasing the rising cost of care in this state.
This bill will not acconplish that. Vote no on this
bill. Thank you.

REPRESENTATI VE JAMES sai d:

The last two people have indicated that they feared
conpetition from the doctors charging nore than nurse
practitioners or others, and sonehow or other | can't
see that that wouldn't be already happening. )
Knowi ng full well what they go through to be a doctor
- is not the sanme as a nurse practitioner - it seens
to ne like they would, naturally, charge nore; | don't
see that's where the conpetition is.

CHAI R ROKEBERG sai d: "Well, | think many tinmes they're
reinmbursed the same anmount as doctors if they do the sane
service. But nmaybe not; naybe that's what they fear."

M5. EBELACKER, in response, explained:

We are often reinbursed at about 15 percent |ess than
physi ci ans. That's Medicaid' s rate, and many
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i nsurance conpanies follow that same rate. W' re not

worried that we will be able to charge |ess. W are
worried that we wll be put out of business. | f

i nsurance conpanies are told that they cannot pay
nurse practitioners unless they wrk out of a
physician's practice, then independent practitioners
wll receive no reinbursenent. And 45 percent of ny
popul ation alone is Blue Cross or Aetna or other

i nsurance conpanies, and | would have to fold up.

Number 2351

CAM LLE SOLEI L, J.D.; Executive Director, Al aska  Nurses
Associ ation (AaNA), testified via teleconference and said that
as Senator Kelly stated, SB 37 was created to address the
i nstances where negotiations between physicians and [providers
of] health care benefit plans were not equal. She remarked,
however, that given the FTC concerns and the concerns of non-
physi cian providers in Al aska, [the AaNA] was pronpted to | ook
at other alternatives to SB 37 that would benefit all health

care providers - not just physicians - in their negotiations
with health care benefit plans; would continue a conpetitive
mar ket, which benefits consuners; and would not add an

addi tional |ayer of bureaucracy.

TAPE 02-46, SIDE B
Nunmber 2376

M5. SCLEIL pointed out that AS 21.07.010, titled "Patient and
heal th care provider protection”, states what provisions can and
can't be included in a contract between a health care provider
and a managed care entity. One of the things that is protected,
she explained, is the ability of a health care provider to
openly communi cate with patients about all appropriate treatnent
options. She suggested that it would be possible to expand this
section of current statute to include |anguage ensuring an
equal i zed negotiation process between the provider and the
managed care entity. Such an alternative to SB 37, she opined

woul d address concerns regarding inequitable bargaining power.
She wurged nenbers to support nodification of [AS 21.07.010],
rat her than adopting SB 37. If the conmittee does nove SB 37
forward, however, she asked that it be nodified significantly in
order to elimnate the FTC s concerns and ensure protection of
consuners and non- physi ci an provi ders.

Nunmber 2339
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BARBARA E. NORTON, C.N.M; testified via tel econference. She
explained that she is a certified nurse-mdwife with a private
practice in Anchorage. She noted that she'd just recently
negotiated a contract with both Blue Cross and Aetna to operate
a preferred-provider birthing center; during those contract
negoti ations, contrary to the sponsor's assertions, she was able
to negotiate every part of that contract, including price. She
rel ayed that her practice has collaborative relationships wth
physi ci ans, but none of those physicians supervise her practice.
She explained that her main reason for opposing SB 37 is that
physicians would be able to restrict her practice under the
guise of "quality issues"; for exanple, physicians could demand
that a physician be present at every birth, that every birth
take place in a hospital, and that only mdwves who are
enpl oyed by a physician and bill through a physician's office
can bill the insurance conpany.

M5. NORTON relayed that about six years ago, when [Providence
Al aska Medical Center ("Providence")] changed its enployees

heal th insurance coverage, it restricted Ms. Norton's practice
for about a year by stating that enployees seeking mdw fery
services could only use mdw ves who were enployed by doctors.
She added that because of this policy, her business lost a
significant nunber of clients. Thus, she indicated, the fear
that physicians will attenpt to place restrictions on the way
i nsurance conpani es treat non-physicians is justified: "it wll
happen, it has happened.” Wth regard to what else physicians
woul d be allowed to do under SB 37, Ms. Norton said:

They can al so address style-of-practice issues: t hey
could say that only continuous nonitoring has to take
pl ace. There are things that would definitely make it
difficult for mdwives to practice mdwfery. The
AMVA, as [Ms. Ebelacker has] said, is actively trying
to restrict the scope of practice of non-physicians;
70 percent of ny clients are insurance clients, and |
woul d definitely have to close ny doors if [I] were
not able to be paid by insurance conpanies. \%%
clients, and your constituents, have a right to choose
their care provider, and | strongly oppose this bill
Thank you.

Nunber 2260
KAREN DECKER-BROWN testified via tel econference. She i ndi cated

that she is enrolled in a "famly nurse practitioner course of
study," and said that there were three points which she w shed
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to address. For the first point, she noted that Senator Kelly
spoke only of how physicians would be aided by SB 37,
physi ci ans, however, are not the only health care providers in
Al aska. For the second point, because Senator Kelly's wfe
works in a doctor's office, M. Decker-Brown said she questions
what his notives are in sponsoring SB 37. "I think SB 37 is a
bill that's a wolf in sheep's clothing,"” she said, adding that
according to her wunderstanding, the group of physicians that
brought this idea forward to Senator Kelly are the sane
physicians that enploy his wfe; thus he would be indirectly
benefiting from passage of SB 37.

SENATOR KELLY pointed out that his wife is nerely a receptioni st
at a clinic; "it's not like she's ... pulling in huge bucks -
we do it nostly for the health care opportunities.”

V5. DECKER- BROAN conti nued. For the third point, she explained
that as a student, a group of physicians at a |ocal Anchorage
clinic [acted as her preceptors], and that at the time, "they"
had in place an exclusive contract with a union. She said that
one of the things that she noted while working at that clinic
was that patients would express concerns about the fact that
before that exclusive contract took effect, they were able to
see a variety of health <care providers such as nurse

practitioners. She added that that <clinic only enploys
physi ci ans; has specifically stated that it will not enploy any
nurse practitioners; and, at the tine that she was there, only
enpl oyed nmale physicians. Such exclusionary practices, she
noted, limt Alaskans in their choice of health care providers.
Nunber 2132

STEVE CONN, Executive Director, Alaska Public Interest Research
G oup (AKPIRG, testified via teleconference. He said that on
behal f of consuners throughout the state, he was testifying in
opposition to SB 37. He continued:

I'"d like to use nmy two mnutes, however, to relay to
you an event that [occurred] Ilast nonth. |  was
attendi ng Consuner Federation of Anerica [CFA], and
they had invited the head of the FTC In the course
of his various listings of concrete acts, he pointed
out that he had sent a letter related to this bill to
Al aska, and he had sent one to the state of Washi ngton
[ whi ch] hadn' t responded to it concretely and
positively. W would be deluding ourselves to think
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that passage of this bill will not result in a Federa
Trade Conmi ssion acti on.

So, in essence, the Departnent of Law, during this

period of fiscal crisis, will not only be called upon
to nonitor the activities as laid out in the Act, but,
of course, will also have to prepare major litigation

on behalf of the physicians, against the FTC And |
suggest you change the [fiscal] note so that the other
menbers of the legislature have a sense of exactly how
much this bill is going to cost initially. W see no
cost advantage whatsoever to consuners, and we
certainly see a shrinkage of available practitioners,
both professional and lay, and we would ask you to
oppose this bill. Thank you very nuch.

Number 2084

KATHLEEN T. MELICAN testified via tel econference. She not ed
that she owns and operates "a nurse practitioner group” that
runs a famly practice walk-in clinic in the Spenard area of
Anchorage. She said:

| have grave concerns regarding how the passage of SB
37 would affect both the quality of health care and
the economic inpact of health care on our consuners.
Many of ny patients do have a primary M D. provider,
but for various reasons they are unable to get into
see their MD. provider when an unexpected illness
occurs. Also, many times mnor problenms occur that
M D.s do not choose to deal with such as tourists who
| ose or forget their prescriptions while far away from
hone, or working parents who are unable to schedul e
far enough ahead for their children's day care or
sports physicals or immunizations in order to neet
deadlines at the school departnment - failure to neet
these regulations results in |ost school days.

If this bill passes and | need a collaborative
physician in order to stay open, | don't know where |
would find one who would work for the percentage of
the salary that I and ny fellow nurse practitioners
work for. Qur profit margin is very small. If we are
unable to continue to provide the wde range of
medi cal services that we do, at such affordable
prices, | am sure that many health care needs,
especially t hose t hat i ncl ude routine heal t h
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screening, would be neglected. W all know that
neglect of routine health care screening and |ack of

ongoing care only lead to nore conplicated health
probl ens and i ncreased costs for us all.

Nunber 2012

LEONARD SORRIN, Assistant General Counsel, Blue Cross Blue
Shield of Alaska, testified via tel econference. After thanking
the conmttee for this opportunity to testify, he said:

As you know, we have testified in opposition to [SB
37] in the past, and continue to strongly oppose the

bill. As [an] initial housekeeping matter, | would
like to point out that the question of whether health
pl ans can and do regulate the ... nedical advice that

doctors provide their patients has been |ong settl ed.
| know of no health plan in the United States,

including the state of Alaska, that |I|imts the
alternatives that physicians can freely discuss wth
their nmenbers - their patients. In fact, that issue
was covered in the [Alaska Patients'] Bill of Rights

., and prior to the [Alaska Patients'] Bill of
Rights, our contracts in Al aska expressly encouraged
providers to discuss the full range of options wth

each and every one of their patients.

| would also point out that, initially, it seens to ne
- and this may have been corrected in a subsequent
(indisc.) draft - there are still references to price
in the legislative findings, at the beginning of the
bill, that are, | trust, ... an inadvertent oversight,
and | simlarly trust that price is genuinely out of
the bill. The list of itenms on which physicians can
bargain collectively, in our view, are either very
conpetitive in nature - so that if they don't
expressly include price, they include very inportant
terms on which physicians can and should conpete with
one another on and, therefore, have the same sort of
negative effect on the market place, as would joint
price negotiations - or, in the alternative, the itens
included in the laundry list on page 2 have already
been addressed in the [Alaska Patients'] Bill of
Rights legislation that we worked on collectively with
t he Al aska Medical Association and with nenbers of the
conmittee a year or two ago.
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Nunmber 1916
MR. SORRI N conti nued:

In addition, we have sone serious concerns about how
the process mght work, where a health plan ... would
end up negotiating clinical practice guidelines - or
coverage criteria - with certain providers in one area
of the state, and that coverage criteria would be
different than coverage criteria for your citizens and
constituents in another area of the state, or how we
woul d reasonably negotiate admnistrative procedures
in one area of the state that mght or mght not be
different than admnistrative procedures that we
negotiate in another part of the state.

I"'m sure you can understand that ... if we are to
manage our networks efficiently and provide |ow cost
health coverage to Alaska citizens, we need to
econon ze wherever we can. And ... Balkanizing - or
breaking up - these standards under which our network
operates in Alaska wuld certainly increase our
adm nistrative costs and would increase, | think,
costs and confusion to Al aska consuners. I would
sinply close by reiterating the fact that many of the
nost inportant things regarding patient welfare and
the delivery of health care to your constituents is
al ready addressed in the "[patients'] bill of rights,”
and the protections purportedly afforded by this
| egi sl ation are therefore redundant.

MR SORRI N concl uded:

| think in closing I would Iike to enphasize for the
commttee what I have enphasi zed in repeat ed
di scussions with the Al aska Medical Association and in
neetings with nenbers of the legislature, and that is

that we regularly discuss the full range of issues
included in this piece of legislation with network
physi ci ans. VWhile it doesn't amount to collective

bargaining with physicians, we regularly take into
account physician concerns on a w de range of issues.
In fact, our health plans in the state of WAshington
neet regularly wth physicians collectively, and
di scuss issues including our "costs on fee" schedul es
and what fee schedules mght ook |ike in the future.
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Not hing under state or federal |aw prevents those
sorts of discussions from taking place as long as
they're not a collective negotiation on price. And |
woul d encourage the Al aska Medical Association and the
proponents of the bill to consider responding nore
favorably to our offers to participate in those sorts
of discussions than they have in the past.

Nunber 1807
REPRESENTATI VE JAMES asked: "When you're indicating that
want to have these negotiations on everything except price,

isn't it really price, what you're tal king about?"

MR. SORRIN, in response, said:

| hope | didn't msstate. W don't want to have
col l ective negotiations with physicians on price or on
any other topic. W are happy to have collective

di scussions wth doctors and hospitals and other
providers, including nurse practitioners and any other
provider type in our network, on issues that concern
them and are of joint concern to Blue Cross Blue
Shield of Alaska and the providers in question. I
think that's quite a bit different than a collective

negoti ati on. But we have, | think, a long history of
reaching results for our state of Washington plans,
and in Alaska ... [of] reaching sone degree of
consensus on matters affecting the delivery of health
care to your constituents. W' re happy to engage in

t hose discussions, and we do so regqularly. The Al aska
[ State] Medical Association [ASMA] has indicated to us
that they are reluctant to engage in any significant
di scussions along those lines, claimng they' ve been
provided |egal counsel that it violates the antitrust
laws. It's sinply not true.

you

REPRESENTATI VE JAMES asked: "Wy are you having this discussion

if it's not going to affect anything you' re going to do?"
MR. SORRI N replied:

I'"'m not saying it won't affect anything we do, but
what the antitrust laws require is that you can engage
in these collective discussions. But what happens is,
then, the health plan - or the party; whether it's a
health plan or a autonobile manufacturer, the law is
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the sane - ... needs to go back and exercise its own
i ndependent judgnent whether the, here's an exanple,

fee schedule would go up, would go down, how nuch
m ght increase, and then offer it to the physicians.

it

That's very different than a collective negotiation.
It's not to say that it can't be a result, or that you

can't change a particular policy or procedure

t hat

governs a certain part of your relationship wth the
doctor, but it sinply neans that it's not a collective

negoti ati on. The health plan goes back, takes

t he

provider's concerns into account, and makes its own
busi ness deci sion about whatever results it believes
is in the best interests of the Al askan consuners of

heal th care.

Number 1687

CLYDE (ED) SNIFFEN, JR, Assistant Attorney General, Fair
Busi ness Practices Section, Civil Di vi si on (Anchor age) ,
Departnent of Law (DCOL), nentioned that he wanted to first start
out by explaining a little nore about the country's fundanenta

policy on conpetition and why it's so inportant for our
econom ¢ health. He said:

nation's

It exists primarily through the nation's antitrust
| aws. And there are exceptions to antitrust |[|aws,
which favor conpetition, but they allow exceptions
under certain circunstances where there are sufficient
safeguards, through regulation, to allow another

entity to control those kinds of things. So, if

start with the premse that conpetition is good

you

i f

you're going to take conpetition away, you can do SO

only if you have sufficient governnent oversight.

And in this particular case, the state action doctrine

is a doctrine that can apply to a whole nunber

different kinds of businesses and entities; it's
limted only to these particular kinds of facts.

of
not

The

state, if It wants, can enact a state action doctrine

to allow negotiations on just about anything; it
to be clearly articulated and it has to be

has

[a]

substitute for conpetition. In this particular case,
the FTC and our office have provided extensive witten
testinmony that this particular bill wll not satisfy
the state action doctrine because it doesn't provide

the level of oversight required to satisfy
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niceties of that doctrine. And we have that spelled
out in letters and other things that we've submtted
to the committee.

Having said that, though, | want to say that with the
removal of price ternms fromthis bill, there certainly
is ... less of an inpact on conpetition, especially
the inpact that the antitrust laws are concerned
about . And FTC director of [the Ofice of Policy
Planning, R Ted Cruz], testified before the [House
Labor and Commerce Standing Committee] that wthout
the price provisions in this bill, really, this bill
is not necessary. Physicians can already negotiate
quality-of-care issues wth health <care insurers;
you've heard testinony from the [Blue Cross Blue
Shield of Alaska] representative who explained how
t hat al ready conti nues.

MR. SN FFEN concl uded:

So without these kinds of terns, we really do question
the need for this kind of |egislation. It would just
create another |ayer bureaucracy that physicians would
have to go through in order to engage in the kinds of
activities that they can already engage in wthout
that |evel of bureaucracy. And if this is intended to
create a sort of safeguard of some kind for the
physicians in the event these negotiations mght
i nclude sone price-related quality-of-care terns, it's
al ready been established, at |east by the FTC and by
our office, that this structure would not protect the
physicians from that. So there really isn't a
safeguard aspect of this bill that has any purpose,
and if it's sinply to allow quality-of-care issues, we
al so submt that it has no purpose.

Nunber 1546

REPRESENTATI VE JAMES indicated that M. Sniffen's coments
reflect her understanding of how things are supposed to happen

She suggested that in actuality, however, what is supposed to
happen doesn't happen. She asked: What are patients to do when
they can't get the doctor to do what they want them to do
because the insurance conpany won't cooperate? \Were are the
patients' rights then?
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CHAI R ROKEBERG opined that those rights are already there; "W
al ready have themin the bill | passed two years ago.

REPRESENTATI VE JAMES sai d she understood that concept, but added
that she didn't think "they're" doing their job.

CHAIR ROKEBERG noted that there has also been |Ilegislation
adopted that allows the director of [the Division of |nsurance]
to follow up on conplaints nmade by individual insureds.

REPRESENTATI VE JAMES sai d: "I don't want to be argunentative
here, but there is sonething that's not working." She said that
as a nmenber of the general public, "we are being | ed down a path
of no choice for us to even affect the charges of the price of
the insurance and/or what they cover, and the prices go up on
the insurance and what they pay goes down, and there is
sonmet hing wong with that picture.”

MR. SNIFFEN replied that he understood and appreciated that

concern. He opined, however, that SB 37 won't necessarily be
able to affect that situation. "If physicians are able to
col | aborate and negotiate on certain things that mght inpact
price, | think the end result would only be that your health
care premuns mght go up, but there's certainly debate on
that,” he added. He observed that Chair Rokeberg's Al aska
Patients' Bill of Rights was an attenpt to address sone of those

i ssues, and noted that there are folks from the Division of
| nsurance present who coul d possibly provide additional answers.

SENATOR KELLY asked M. Sniffen: "Have you ever gone through a
heal th care provider contract."”

Nunber 1452

MR. SNIFFEN said he has been provided with sanples of various
contracts from the state nedical association; "I can't say that
|'"ve gone through themin any detail, but |I've seen them"

SENATOR KELLY noted that during the three years that this
| egi slation of his has been going through the process, it has
been altered "over and over and over again” to address M.
Sniffen's concerns. He added:

You said there were problenms with the bill, but you
woul dn't provide any solutions; well, you tried to
early on, but then your bosses shut you down - 1'l]|
give you credit for that. But the fact is, ... we've
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changed the bill for you ..., and now you say it's
doesn't ... do anything.

The fact is, | think if you had read sone of these
health care provider contracts, you'd see that there
are plenty of things in there that deal with non-price
issues that are very inportant to our constituents,
that allow the physicians to discuss these things in
negotiating wth an insurance conpany, that have
nothing to do with price. But if this bill wasn't in
pl ace, they woul d be sl apped by the FTC

SENATOR KELLY concl uded:

It does do sonething; it still does sonething even
after all the considerations for your departnment. And
those are the things that really deal directly wth
our [constituents], and that is ...: What are the
things that the doctor can stand up to these |arge
i nsurance conpanies [on] and say, "I need to negotiate
in favor of ... ny patient." Those things are stil

in here; they're valuable, and they allow the doctors
to negotiate and to just discuss these things between
t hensel ves, bef ore t hey negoti ate W th t hese
conpani es, w thout getting slapped by the FTC.

Nunber 1366
MR. SNI FFEN r esponded:

| don't know if there's a question in there, Senator
Kelly, but I thank you for your comments. | have just
sone brief responses, and | appreciate everything you
say. | don't know that physicians, currently, could
not negotiate on sone of those quality-of-care issues
that you find in those contracts now. You are
specul ating that the FTC would cone down on them and
we've heard testinony from the FTC before the [House
Labor and Comrerce Standing Conmittee] that they
could, in fact, negotiate on sone of those issues. So
it would be up to them | suppose, to detern ne
whether or not the kinds of things they were
negotiating on were, in fact, allowable or not.

CHAI R ROKEBERG asked whether M. Sniffen could comment on:
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The nmnmarket share percentages: the 30 percent of
mar ket for practicing physicians, for the authorized
party; the less than 5 percent market share [toO]
determ ne nunber of covered lives; and then ... the
geographic service area consisting of 40 or fewer
i ndi vi dual s.

MR. SN FFEN repli ed:

| can, and let nme say | think in other |egislation
that has been passed in Texas, there are sone
restrictions on the geographic narket areas that
provi ders can negotiate in, and they have restrictions
on specialties, J[and] they have restrictions on
per cent age. | think in this bill it says essentially
up to 30 percent of the physicians can negotiate with
a health benefit plan if they have nore than 5 percent
of the market share; if the health benefit plan has
less than 5 percent, then 100 percent of the
physicians in an area can negotiate; and the attorney
general has sone discretion under this version to
restrict those sizes under certain circunstances.

That might allow, for exanple, an area where there are
limted specialties -- and maybe [in] Juneau there are
only three allergists; those allergists my conprise
100 percent of the allergy specialty market for those
services in Juneau, but they mght not ... conprise

30 percent of the market of physicians here. And
those are issues that were raised by soneone else
earlier, as well, that are problematic. But | have to
say that if we're talking [about] just negotiations
about quality of care, these geographic market issues
are really not as inportant sinply because those
things can already be discussed anyway. So, | don't
know that wunder this schene, if we're not worried
about whether or not this is an antitrust violation
if it really makes that much difference.

CHAI R RCKEBERG remarked that the attorney general's office has
provided a "pretty big fiscal note on this.”" He asked, "Is this
bill going to take an assistant attorney general to bird-dog
this thing all the tinme?"

Nunber 1219
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MR. SN FFEN replied: "Just a half of one, and we have 'half of
ones' around that are certified.” |In response to a question, he
remarked that in response to amendnents made to the bill, the
fiscal note has been reduced to $113, 000.

CHAIR ROKEBERG said there seens to be sone question about
"transparency” in SB 37; he indicated that it says a witten
decision is required fromthe attorney general's office if "it's
di sapproved” but not if "it" is approved. Therefore, he opined,
anybody that disputes whatever the decision was wouldn't have
"grounds” in terns of a legal report, and so would not "know how
to approach any disputation of the findings." He asked, "Do you
think that's an appropriate situation?"

MR.  SNI FFEN sai d: "I'f | understand your question, ... you're
saying that in the event that a contract is disapproved, there
is no nechanism in the bill to provide an opportunity for

i nterested persons to appeal that decision...?"

CHAI R ROKEBERG said: "No; as | understand it, if you di sapprove
it, doesn't the attorney general have to ... issue a report wth
the findings on the basis of disapproval ?"

MR. SNI FFEN offered that that is his understanding of the bill

CHAI R ROKEBERG sai d: "But shouldn't it, conversely, also be
t hat way?"

MR. SN FFEN repli ed:

|'ve read those coments by the FTC as well, and the
suggestion there is that if it was approved, there
shoul d be some basis for the approval as well, to give

the consunmers an opportunity to understand why it was
[that] these conpetitive forces were being adjusted,
according to the negotiated contract. Yes, | do think
t hat makes sone sense.

Number 1089

BOB LOHR, Director, Dvision of Insurance, Departnment of
Community & Econom c Devel opnent (DCED), said that the primry
mssion of the Division of |Insurance is to protect Al aska
i nsurance consuners, indicating that to this end, the division
opposes SB 37. He el aborated:
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We oppose this legislation because, nunber one, the

bill is sinply unnecessary, since the [Al aska
Patients'] Bill of Rights already addresses the issues
raised by the physicians regarding the quality of
care. Second, it wll increase the cost of health
insurance and thereby the nunber of uni nsur ed
Al askans. Third, it wll discourage insurers from
entering or remaining in the Alaska market. And

fourth, specific problens regarding health insurance
[ benefits] should be addressed by the |egislature, not
health care providers, for the protection of insured

Al askans.

This bill would apply to less than 20 percent -
actually it's less than one in four, about 23 percent
- of Al askans: 115,000 out of a total of nore than
500, 000. [This] nmeans that the remaining 70-plus

percent are either uninsured or covered by a health
plan that is not subject to [SB 37]. This bill also
does not apply to federal enployee prograns, State of
Al aska, Medicaid, Medicare, Indian Health Service, or

ot her government payors, as well as the |argest
private enployer in the state, which are self-funded.
This bill would harm those Al askans that are nost

vul nerabl e, specifically, small Al askan enployers and
individual famlies that purchase health insurance
through a health care insurer.

MR. LOHR, noting that the proponents of the bill have nade a
nunber of statenents regarding why SB 37 is needed, pointed out
that witten testinony provided by the division rebuts, in
detail, each of those clains. Wth regard to the issue of
quality of care, he enphasized that quality-of-care issues were
addressed in the Alaska Patients' Bill of Rights, which becane
effective July 1, 2001. Under that |egislation, the provider
contract nust protect the ability of the provider to conmunicate
openly regarding treatnment options. There is clear-cut
| anguage, he noted, that prohibits insurers from inposing gag
orders or di scouraging a provider from discussing all
appropriate options, including potentially higher-cost options.

Number 0921
MR. LOHR posed the question: Wiay do insurers contract wth
provi ders? He answered that they do it primarily to get |ower

cost health care services for their insureds and to protect
their insureds by assuring that a provider they contract with is
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properly |licensed, has the proper credentials, and maintains
medi cal mal practice insurance. He noted that currently, there
are no health maintenance organizations (HM>s) in Al aska and
only limted health managed care. Health insurers in Al aska do
not provide care, he explained, unlike those in the Lower 48;
they are sinply payors, they are not nedical care providers, and
they do not make nedical decisions. Health insurers nerely
deci de what services will be covered under an insurance contract
with an Al askan insured. M. Lohr indicated that the division's
witten testinmony also covers a nunber of other points that
rebut proponents' clains.

CHAIR ROKEBERG asked M. Lohr to coment on Representative
Janmes's experience and address her concerns. He posited that
Representative Janes has voiced concerns held by every consuner
in the state, adding that perhaps those concerns stem in part
fromthe fact that the Alaska Patients' Bill of Rights did not
go into effect until just July of 2001.

REPRESENTATI VE JAMES, at the request of M. Lohr, relayed again
the experience she had regarding dental services her husband
recei ved. She added that she objects strongly to Aetna's
practice of using information pertaining to Anchorage to
determ ne the UCR for Fairbanks, since the cost of living is not
the sane for those two areas.

MR. LOHR noted that UCR is the fancy term for Usual, Customary,
and Reasonable [Fees], that this term refers to an actuari al
techni que used for determ ning how i nsurance conpanies set their
rei mbursenent levels, and that it is one of the areas of concern
about which the division receives the nost consuner conplaints.
He expl ai ned:

Qur regulations in that regard are |largely procedural
in nature, that is they deal with, "Has the update
been done within every six nonths, as required,” and
that sort of thing. But the basic notion of UCR is

somewhat |ike credit insurance in that it is perceived
by costumers as an unfair system of reinbursenent.
But the purpose of it, as | wunderstand it, is to

contain the highest cost providers from getting full
rei mbursenent for their services, otherwise there is
no incentive whatsoever to control the fee set when it
is being reinbursed by an insurance conmpany. And what
this does is use an averaging nechanism to establish
the basis for reinbursenent.
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REPRESENTATI VE JAMES pointed out, however, t hat service
providers mnerely turn to their patients for any anounts owed
beyond the UCR calculation, indicating that this system of
rei nbursenent does nothing to contain providers - there is no
incentive for providers to control their fees. She added t hat
in her situation, she would not have let the dentist go unpaid,
and that it was a reasonable charge for the services rendered.

Nunber 0610

CHAIR ROKEBERG referred to the anendnent regarding multiple
enpl oyer welfare arrangenents (MEWAs), and asked M. Lohr to
commrent .

MR. LOHR expl ai ned:

A MEWA is an acronym for a multiple enployer welfare

arrangenent . ... Basically, it's an entity designed
to provide insurance coverage to nore than one
enployer. And it is substantially simlar to sone of
the arrangenments that are being discussed in the
Fai rbanks area at this tinme. And the question that
cane up ... from staff was, "Well, if Fairbanks
physicians are pronoting the bill, why wouldn't it
make sense once the bill takes effect, if it does, for

it to be applicable to MEWAs - to these organizations?
Wy woul d they want to be excluded from the provisions
of the bill?" And | believe you raised a question,
and the division responded to you by letter, outlining
the legal rationale for retaining coverage of MEWAs
under this |egislation.

CHAI R ROKEBERG added: "In a nutshell, it's because they're
actually acting as insurance conpanies. And there's issues that
relate to solvency, and other issues that demand [a] certain
nodi cum of regul ation.”

MR. LOHR said that is correct. He pointed out that currently,
MEWAs are treated exactly |ike insurance conpanies under Title
21; the Alaska insurance code requires "substantial capital and
surplus requirenents,” the sane as is required when form ng an
i nsurance conpany. "That, to us, appears to be excessive," he
remarked, noting that there is legislation pending that would
address the requirenments regarding the formation of MEWAs and
which would set a nore realistic capital reserve |evel
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CHAI R ROKEBERG asked: "So you would agree that we need to
maintain the regulatory control of your division over any of
t hese particul ar amal gans of busi nesses or other groups?”

MR. LOHR said he would agree. He said he believes the anmendnent
regarding MEWAs i s an appropriate one.

CHAI R ROKEBERG said he strongly believes that a MEWA is a very
positive thing for the state of Alaska; he asked M. Lohr to
conmment

MR. LOHR said he agreed conpletely, "provided it is a proper
MVEWA. " He noted that there are sone entities "outside" that
have caused havoc because they have sought to use the term MEWA
as a way to try to escape state insurance authority and claim
exenpti ons.

Number 0351

BECKY DEDURA (ph), D rector, FTC Resource Center on State
Legislation (ph), Anmerican Medical Association (AWA), testified
via tel econference in support of SB 37. She said:

| basically just wanted to counter sone of the
objections to the bill that you ve heard about from
both the FTC and your Departnent of Law there in
Al aska. | know one of the key argunents against this
bill at this tine of course is that there's
insufficient active state oversight; | know that in
support of that proposition, the FTC and the [DOL]
both have cited ... the [Federal Trade Conm ssion v.
Ticor Title Insurance Co.] case, which is founded on
the presunption here that there be inactive state

oversight - inappropriate active state supervision -
sinply by agreenent anong private parties. And | do
want to point out a distinction in the Ticor case,
which is that it involved four title insurance
conpanies, in four different states, that basically
agreed to sone sort of illegal price fixing.

And | do want to distinguish that from the construct
you have in front of you in your bill, in that we're

talking about two different parties here, not four
common (indisc.) insurance conpanies, that want to

agr ee. In other words, ... two different groups of
physi cians that would want to cone together and agree
to term nol ogy. Al so, the key proposition that cane

HOUSE JUD COW TTEE -42- April 10, 2002



out of Ticor, as well, was one of the negative option,
which allows for an approval - a deened approval - of
a particular proposition, in this case the rates, if
they didn't hear back fromthe oversight entity.

In the construct that you have before you in [SB 37],
it's very clear that there nust be specific approval
by the attorney general after a proposed contract is

agreed to by both parties. And of course that
proposed contract won't be finalized wuntil fina
attorney general review and approval. So, | do want
to distinguish that. Certainly, in our opinion, we

strongly believe that there is sufficient active
state oversight, ... [but] I know in the FTC s letter
there's ... reference to ... insufficient attorney

general authority to approve and disapprove the
negoti ati ons.

Nunber 0172
V5. DEDURA conti nued:
| do want to point out that before negotiations can be

entered into, approval nust be sought from the
attorney general, and there's a final signoff at the

very end, which wll alleviate a nunber of the
concerns that we've heard today, both from the nurses
and other concerns as well; if there are any

I nappropriate terns t hat come out of t hose
negotiations, that is sonmething that the attorney
general wll be looking for, and that final contract
w Il not be approved.

| also want to address the issue and concern of this
| egislation leading to price fixing. As Senator Kelly
pointed out very early in this hearing today, that
remains illegal under this construct; there's nothing
in this bill that wll permt price fixing. It
remains (indisc.) illegal, and, quite frankly, we need
to recognize that this is a construct that's voluntary
in nature. There will be no price fixing absent any
agreenent by the insurance conpanies, they have to
volunteer to cone to the table, and whatever fina
contract they want to negotiate, again, there nust be
agreenent, and, again, there nust be signoff by the
attorney general. ... | think it's quite clear that
that's not a scenario that can cone about under [SB
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37], and there are nunerous layers of (indisc.)
processes in place here.

| also want to address the argunents we have heard
that in terns of the quality-of-care issues, there is
already a sufficient construct in place for physicians

to address these issues wth their i nsurance
conpanies. That is sonmething we have heard about over
the years: ... [that] physicians currently can

negotiate with insurers over quality-of-care issues.
There has to be such a high level of integration -
such a high threshold that's nmet - that this makes it
virtually inpossible for the physicians to do. And
that of course is why you have this bill before you
today; the level of integration required currently
under federal law requires significant financial and
| egal integration.... It also requires physicians to
integrate; in other words, you don't have autononous
practice by physicians any nore. And | think that
those are not risks that we wanted to take.

TAPE 02-47, SIDE A
Number 0001

MS. DEDURA conti nued:

| know that physicians are able to basically seek
letters [inquiring whether or not] the Ilevel of
integration that they are «currently going through
would nmeet with the [U S.] Departnment of Justice
standards; they can receive sone sort of opinion
| etter back at some point in the process. But, again,
that is not a blessing for the Departnent of Justice;
the level of integration that they are seeking for

purposes of negotiating will be sufficient when they
reach the endpoint process. So after going though al

of that - the significant expenditure of funds, of
course - they may still not be able to negotiate. And

again, that is sonething that they're trying to
address within this bill

|'d be happy to answer any questions any of you have,
but | was very concerned with a nunber of the
argunments | saw in ... FTC and Departnment of Law
| etters. These are argunents we saw both ... down in
Texas and in New Jersey just prior to both of their
bills passing. And | know [that] three years after
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Texas's law [passed], ... we have seen a couple of
groups go through the approval process and we haven't
seen further objections from the Federal Tr ade
Comm ssi on. | don't know if that neans that the
process has now been found to be sufficient, but the
actual processes in ternms of pre- and post-approval of

contracts do not differ significantly. So, | want to
point that out, and let you know [that] in our
opinion, this is a very sound bill, and certainly one

that needs to be a construct of [a] state action
doctrine. Thank you.

Number 0122

CHAIR ROKEBERG renmarked that he'd raised the issue of
"transparency.” He asked Ms. Dedura whether she sees anything
wong with asking the attorney general to wite a report if he's
approved the negoti ations.

M5. DEDURA said that although she did not see that as
problematic, if sonething that both parties have agreed to is
approved, she would hate to waste the attorney general's tinme by
requiring a report to acconpany that approval.

CHAI R ROKEBERG said that it seens to him that the public ought
to know what the grounds are, both for approval and for
di sapproval .

M5. DEDURA commented that according to her understanding of SB
37, the report detailing reasons for disapproval would be given
to the parties involved in case either party objected to that
decision; if a contract is approved, however, it nmeans that both
parties are satisfied with the outcome and so a detailed report
woul d not be necessary.

REPRESENTATI VE JAMES posed the situation in which consuners
objected to a contract reached through this type of negotiation;
she asked whether the consumer oughtn't to be able to |earn what
the grounds for approval were.

M5. DEDURA said she was not aware of any nechanism in the bill
by which menbers of the public - consuners - could object to the
out cones of this negotiation process.

REPRESENTATI VE JAMES pointed out that the purported purpose of
the SB 37 is to protect the public.
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Nunber 0317

CHAI R ROKEBERG agr eed. He asked, "Is there no transparency at
all, even on disapproval ?"

M5. DEDURA sai d:

I|"m sorry, | must be msunderstandi ng your question.

Your concern is whether there should be sonething
on record for the public to observe? Should there be
objections by the public, even though the other two
parties have agreed to it?

CHAI R ROKEBERG said: "I can't think of this being proprietary.
Could it be?"

V5. DEDURA replied:

| couldn't think of a good reason why that would be

t he case. | do know that there are standards; ny
understanding is that there is a standard by which the
attorney general wll review the proposed contract in
terms of looking at ... whether the anticonpetitive

benefits outweigh the others. And if that's the case,
"' m assum ng that approval neans that it did neet that
st andar d. If there seens to be a need for nore
specifics in drawing those conclusions, | personally
woul dn't find that objectionable if that neets wth
your environnment there.

REPRESENTATI VE COGHI LL noted that page 5 of SB 37 contains the
criteria regarding approval; they are set out in subsections
(f)(g) and (h). He posited that if there was a deficiency in
any of those criteria, it would be noted in the disapproval
report. "W could ask for report on [the approval], but the
fact is, they've got go through this filter before they can get
an approval, so I think that it's understood that those would be
scrutinized," he added. He said that he is satisfied that the
criteria will be used to filter through requests.

Number 0469

M KE HAUGEN, J.D., MB.A ; Executive Director, Alaska Physicians
& Surgeons, Inc. (APS); said that his organization, which is an
i ndividual practice association (IPA) representing about 160
doctors - a nulti-specialty group - strongly supports SB 37.
Commenti ng on points rai sed by opponents of SB 37, he said:
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The nurses had, in their view, a valid concern that
physi cians may be trying to cut them out of contracts
if this bill were to go forward. Senator Kelly put an
anendnent into the bill on page 6, line 9, several
commttees ago, to address the concern. And basically
what this anendnent said was that if the physicians or
the health plans tried to cut any other provider group
out, that would be, per se, against the law, and it
continues to be. And | know you've got another
anmendnent in front of you today ... - a two or three
line anendnent - that basically reiterates the sane
point. The physicians have no desire cut other health
provi der groups out of a contract, and effectively, if
an insurer and a doctor try to do that, that's a
conspiracy - it's against state law and it would be
agai nst federal |aw That's the first point. So
we've tried to address the nurses concerns.

The second point is that | firmy believe that there's
great utility in allowmng physicians to negotiate
these non-fee- or non-price-related itenms. The Al aska
[Patients'] Bill of Rights was a great docunent and it
was a great start; it contained a l|limted list of
contractual prohibitions that insurers could no |onger
insert in contracts, |ike gag clauses, for exanple.
But there are literally dozens, and potentially
hundreds, of other exanples of non-price-related terns
that are very inportant for physicians to be able to

negotiate, on behalf of not only thenselves - |I'm
going to be upfront and say there is a conponent of
this bill that addresses physicians' anger at the
current state of affairs - but there are also many

non-fee-related issues that will help patients.

For example, <contracts are routinely witten that
require no nutual witten consent to change the terns
of the contract. So if a doctor did not read the fine
print of a contract and signed it, what has he really
got ? Two nonths down the road, the terms of the
contract could be changed wunilaterally. That has
happened wth great regularity across the country.
Anot her exanple is unilateral conpensation rate

changes wi thout notice. This is an area where non-
fee-rel ated I ssues start to bl end into fee
di scussi ons. And this is one of the reasons why
physi cians need this kind of protection. W' re not
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tal king about a rate schedule when we're tal king about
uni | ateral changing of what they're going to get paid,

but the doctors are often not even notified, ... and
they have no ability to say no, other than to try to
cancel the contract. There are credentialing issues,

quality-of-care issues, utilization review issues,
that directly affect patients.

Nunmber 0673
MR. HAUGEN conti nued:

One of the things that was left out of the
"[patients'] bill of rights" was sonething called the
definition of nedical necessity. Now, that is a term
of art that basically neans who gets to decide - is it

a physician or sone clerk in [an] insurance conpany -

whether or not a service is covered.... Under this
bill, we could actually negotiate a definition of

that, and advocate for patients. Doctors sinply w il

not negotiate these non-fee-related and non-price-

related ternms wthout sone sort of protection |ike
this, because the slope is too slippery between what

may be construed as [a] non-fee-related issue blending
into sonething that m ght affect price.

An exanple would be nedical necessity. If the
physi cians were to advocate for a very strong patient
oriented nedical necessity definition, that my in
fact cost nore for an insurance conpany, but in the

collective physicians' opinion, it my be a nuch
better thing for patients. And if an insurance
conpany didn't like the way the negotiations were

going, all they would have to do is pick up the phone,
dial an 800 nunber, and call the FTC and basically
anonynously tell the FTC, "The doctors are trying to
affect price - they've gone too far."

Now, that's the reason the doctors won't negotiate
these terns; unless you carve out, under the state
action doctrine - and that's a state's rights issue -
the ability to protect the physicians in this area of
di scussions, the status quo wll remai n. And
ultimately it's the physicians who advocate for
patients, not the insurance conpanies. It's a one on
one relationship in that office, and when you're sick,
that's the one you go to. And right now, they are
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basically gagged, not in the sense of treatnent
options but on a whole host of other issues, because
the fear level is just too high.

Number 0790

CHAI R ROKEBERG asked M. Haugen if he thinks the ability of a
group of physicians in a community to bargain for the definition
of nedical necessity is what SB 37 is all about.

MR. HAUGEN replied that that is not the only purpose of SB 37;
the definition of nedical necessity would nerely be one of the
i ssues that could be discussed. Whet her an insurance conpany
woul d actually sit down with a group of physicians and discuss
that issue or any other is a debatable and open question, he
added, since SB 37 nerely establishes a voluntary process.

REPRESENTATI VE JAMES surm sed, then, that:

Because of the trap ... that ... doctors would be in
by even wanting to discuss these issues, ... they're
chilled fromdoing anything at all. And this, as |long
as we have it in statute, ... we've established what

they can do, so that gives them protection

MR.  HAUGEN sai d: Exactly; it gives physicians a lot nore
protection than they have now, which is effectively none.

REPRESENTATI VE JAMES al so surm sed, then, that although people
have testified that doctors "can do these things now " because
it's not witten in statute, doctors are under the inpression
that they cannot do "these things." Further, that doctors think
that "if they did do that, they could be dunped over the side
then, into the Federal Trade Comm ssion chall enges.”

MR. HAUGEN said that is correct.

SENATOR KELLY said: "It happened.”

CHAIR ROKEBERG clarified that the FTC has already investigated a
group of Fairbanks physicians. After noting that no one else
wi shed to testify on SB 37, he closed public testinony.

Nunmber 0944

CHAI R ROKEBERG nmpved to adopt Amendnent 1, which read [origina
punctuation provided]:

HOUSE JUD COW TTEE -49- April 10, 2002



Page 7, Line 15, after "include,"

Delete: "a multiple enployer welfare arrangenent

or

CHAI R ROKEBERG, noting that there were no objections, announced
t hat Anendnent 1 was adopt ed.

Number 0950
CHAI R ROKEBERG noved to adopt Amendnent 2, which read:

Page 2, line 13, follow ng "subsection":

Insert ", but may not negotiate the exclusion of
providers who are not physicians from direct
rei mbursenent by a health benefit plan, and may not
negotiate the setting in which providers who are not
physi ci ans deliver services”

CHAI R ROKEBERG, noting that there were no objections, announced
t hat Anendnent 2 was adopt ed.

CHAI R ROKEBERG announced that SB 37 [as anmended] would be held
over so that he could |l ook at the "transparency issue."”

HB 472 - PAVABROKERS/ SECONDHAND DEALERS

Number 0991

CHAI R ROKEBERG announced that the |ast order of business would
be HOUSE BILL NO 472, "An Act relating to persons who buy and
sell secondhand articles and to certain persons who |end noney
on secondhand articles.” [Before the commttee was CSHB
472(L&C) . ]

Nunber 1021

LAURA ACHEE, Staff to Representative Joe Geen, Al aska State
Legi sl ature, sponsor, on behalf of Representative Geen, said
that under current statute, all secondhand dealers - which is
defined as anyone in the business of buying and selling
secondhand articles or |lending noney on secondhand articles -
are required to keep a record of every item that they purchase
or take in pawn, and as part of that record, they are required
to obtain the name, age, address, and signature of the person
selling the item She explained that HB 472 requires that
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busi nesses regul ated under this proposed statute provide weekly
reports of those records to their |ocal police departnents. She
said the reason Representative G een sponsored HB 472 is that
items stolen in a particular community don't always stay there -
sonetimes itens go to other comunities; therefore, it 1is
necessary to institute a statew de | aw.

Number 1100
DAVID HUDSQON, Captain, Admnistrative Services Unit, Central

Ofice, Division of Al aska State Troopers (AST), Departnment of
Public Safety (DPS), testified via teleconference in support of

HB 472. He said that HB 472 will benefit |aw enforcenent: "It
will allow us to increase our ability to track stolen property
and ultimately identify a person last in possession of those
itens." He briefly nentioned that an anendnment discussed in a

prior commttee pertained to defining secondhand brokers, adding
that he has not yet seen that | anguage.

CHAIR ROKEBERG relayed that a few years ago he had an item
stolen from his hone. He said that he had difficulties: at
that tine there was only a "half a person" at the Anchorage
Pol i ce Departnent (APD). He asked Captain Hudson what | evel of
manpower he intends to devote to "a detail"” to handle this type
of crime in the future, and what |evel is avail able now.

CAPTAIN HUDSON said that currently there is no detail that
tracks [stolen property]; there is not a specific person
assigned to this task, and the AST does not anticipate assigning
anyone to it in the future. What the AST is expecting out of
passage of this legislation, he added, is that the information
gathered will at |east be forwarded to |aw enforcenent so that
they can use it when the need ari ses.

CHAlI R ROKEBERG asked whet her the AST has sufficient hardware and
software to "be able to track this if it is not on a diskette or
bvD. "

CAPTAI N HUDSON said that according to his understanding, it has
not yet been determ ned what specific format will be used in
forwarding the information to |local |aw enforcenment; therefore,
he is wunable to say at this time whether the AST has the
sufficient hardware/software.

CHAI R ROKEBERG expl ai ned hi s biggest concern:
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W're throwng the net out and including a lot of
secondhand stores that really haven't had to have
[ reporting] requirenents bef or e, . wher eas
pawnshops, usually under nunicipal ordinance, have
t hem But secondhand stores |like antique shops,
secondhand  books, al though they're excluded, I
believe, under the bill -- there's a litany of other
types of secondhand shops. ... Are secondhand or used
autonobiles in any way tracked, currently?

CAPTAI N HUDSON sai d that secondhand vehicles will be exenpt from
the provisions of HB 472, and are not currently tracked
specifically for the purpose of determning whether they are
stol en goods. He noted, however, that all vehicles, including
secondhand vehicles, are tracked through the Division of Mtor
Vehi cl es' registration process, which allows |aw enforcenent to
det erm ne whether a vehicle is stolen.

Number 1318

DAVE ADAMS testified via teleconference in support of HB 472.
He posited that an experience he had ties into the genesis of
the bill. He el aborated:

My office was burglarized in August of 2000. And |

believe that if the bill was in effect at that tine,
that we may have solved a crine - the theft of sone
property from ny office which is irreplaceable. The
apprai sed value of the theft was about $14, 000. ' ve
been talking off and on with ... Anchorage Detective
Bal ega ever since that theft, and one of the problens
that he noted was he'd felt |ike the nerchandi se had

left the city of Anchorage and the pawn records that
woul d work in Anchorage for themto trace the property
were not in effect statewde; [the property] probably
went to the peninsula or to Palner/Wsilla area. | f
the reporting was in effect, we could have traced the
mat eri al down.

This is the first tine anybody's heard this out
| oud, what |'m going to say nhow Two very personal
and valuable itens were stolen that are irreplaceable,
they cannot be replaced, no anmobunt of nopney or an act

of God could replace these itens. However, the
crimnals saw fit to take some other itemwth them -
and I will not describe it anywhere outside of talking

to the police - [that] is highly traceable. And we
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had hoped over the intervening nonths that that item
woul d have been taken to a pawnshop. W could' ve, by
finding that item found our way back to the
irreplaceable itenms that |1'Il probably never see
agai n.
MR. ADAMS concl uded:

So the scope of a bill like this is nmuch greater than
neets the eye. So, | would encourage you to support
it. Yes, there may be sone cost. If it costs the
busi ness people sonething, well, how many thefts, how
[ much cost] nust the public, like nyself - $14,000 -
have to bear; if you tracked all of the lost value in
un-recovered property, | believe this bill would pay

for itself to the public in recovered proper

ty.

Secondly, it my provide a deterrent effect; these
crimnals are smart enough to | eave Anchorage with the
things that they steal here. Well, that's because of
the ... [ordinance]. If the ... [concept of the
ordi nance] goes statewide, there's a good possibility
that ... [Jit'll] have a deterrent effect on the

professional crimnal that we believe struck ny office

and property.

Nunber 1487

CHAI R ROKEBERG t hanked M. Adans for his testinony, and

hi m

I'd also like to share wwth you the fact that a

years back, nmy wife's engagenent ring and her

said to

f ew

not her' s

weddi ng ring and engagenent rings were stolen from ny
househol d, we think by donmestic help. And even though
we knew who stole it, and | hired a private detective
to run them down, ... | had a great deal

frustration wth the Anchorage Police

because they had a half person assigned....
verified later that ny suspicions were correct,

the rings and the jewelry - ... worth

in excess

$20,000 - was not recoverable because they dealt t
right away for drugs. ... So, those, too, were
i rrepl aceabl e because of sentinental value....

of

Depart nent

e
but

of
hem

CHAI R ROKEBERG said that he did not share M. Adans's faith that
enacting HB 472, only to have the records just sit in a corner

of soneone's office, will be that hel pful
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proposed reporting requirenents could be incorporated into an
automated system he mght feel a lot nore confortable with the
bill.

MR. ADAMS renmarked that if Chair Rokeberg were to talk to
Detective Balega, he would share that M. Adans has a high
degree of perseverance regarding this [issue]. "I would go
nyself and | ook at those records, as |I'm sure at the tine you
would have also gone to look at the records, even if the
departnent's weren't staffed to do it; the problemis, there's
no place for this information to come into one point," he said.
Even today, he added, he would gladly go sit down and | ook at
all the records if they'd be brought together.

CHAI R ROKEBERG said that is a good point, particularly if "they"
could be automated and entered into a database that could be
sorted.

Number 1574
JERRY CLEWORTH testified via tel econference. He said

Wrd of this bill is just starting to circulate in
Fai rbanks, and for a lot of us that ... conme under
this new definition of secondhand dealer, there's a
| ot of concern. "Il just give you ny case. | own a
coin shop here in Fairbanks; a |ot of the business
that | do is bullion-rel ated. This bill in front of
you calls for a mandatory 30-day holding period. I
think you can imgi ne what would happen ..., on a day
that | buy tens of thousands' worth of bullion. If |
can't liquidate it or trade it ... [on] the sanme day,
then there is no point in me buying it, because if |
have to hold it for 30 days, one, I'll go broke [and],
two, I'm ganbling on the price of gold or any other
precious netal that's out there. It just can't be
done. Buying (indisc.) many of you, |'m scared of the
bill because that's about half of ny business; | can't
operat e under such strict restrictions....

Too, if | buy an estate, and a |lot of estates are very
large, it states in here that if it has a $75 value or
nore, that | have to item ze each item | literally
can't do that; | don't have the time to do that - run
a shop and sell, and then turn that in weekly [to the]
| ocal police departnents. That presents very severe
problens for small businesses. The sponsor statenent
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that you fol ks have received from Representative G een
tal ks only about pawnbr oker s, whi ch I f ound
interesting; it doesn't refer to secondhand deal ers at
all.

MR. CLEWORTH concl uded:
|"ve been in business 22 years, and [in] all those

years | have only had two instances where | have known
of stolen property; both those situations [were]

between a child and a parent, [and] ... we interceded
for them and recovered [the iten. That is it, [in]
22 years. And we're the only coin shop here in town.
This is not a chronic problem that | [can] see. | f

the idea here is to get pawnbrokers to submt
information that could be put on sonme kind of a
conputer format that [the] police departnment can draw
up so they can see what was stolen in various parts of
Al aska, then | think that's a noble [effort]. But to
drag a lot of wus into this thing, [there's] sone
repercussions that | hope that the sponsor of this did
not i ntend.

CHAI R ROKEBERG said he shared M. Ceworth's concerns regarding
the 30-day holding period. To any businessperson, he said, it's
i ke holding and putting your inventory in cold storage for 30
days. " It just doesn't work, he added; business owners can't
afford to do that. He nmentioned that the sponsor [is wlling]
to create sone exenptions, but added that he has concerns should
"sonebody” be m ssed.

Nunber 1729

MARGE THOWPSQON, Co-owner, Al askan Photographic Repair Service,
testified via tel econference. She said that HB 427 will have a
severe inpact on her life. Al though the aim of HB 427 is to
stem the illegal purchase of stolen goods, the broad scope the
bill wll affect a variety of secondhand shops reselling itens
such as firearns, watches, caneras, sporting goods, antiques,
pai ntings, boats, and conputer equipnent. The list wll be
virtually endl ess, she warned. If the police and the AST are

having trouble shutting down those businesses that buy stolen
goods, why then, she asked, are secondhand dealers of al
comodities with a $75 retail value al so being targeted?

M5. THOMPSON said that she did not believe that the paperwork
required of the purchaser of secondhand goods is at all
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reasonabl e. To have to keep these records on hand for a year
and be subject to inspection by |aw enforcenent at any tinme, she
opined, is akin to being treated like a crimnal. She posited
that the vast mmjority of secondhand dealers are honest and
above reproach. The requirenent that she keep goods on hand for

a period of 30 days before selling them she added, wll eat up
her incone substantially; her business is based on turning
inventory around quickly. She pointed out that there are nany

folks who buy nerchandise on the Internet; those folks would
have no way to gather the information required by HB 472, and no
way of verifying past ownership or identity. I nt er net
secondhand busi nesses would have an unfair advantage over her
busi ness, she not ed.

M5. THOWPSON, in closing, said that she didn't think that the
state can afford the process of attenpting to enforce this
| egislation, reiterating that her business cannot afford it
ei t her. "Please don't tie our hands behind our back," she
asked; stiffer penalties or requirenments should apply to those
convicted of trafficking in stolen goods, not the honest

busi ness owners. "Don't take the honest folks [in] society and
make policenen of us all,"” she added.
Nunmber 1832

BEN CARPENTER, Owner , Ben's  Super St or e, testified wvia
tel econference. He said:

| own a l|arge secondhand store in Fairbanks known as

Ben's Super Store. | recently learned of [HB 472] and
| am extrenely disturbed about one section of the
bill. | would like to address the 30-day holding
period for purchased secondhand nerchandi se. The 30

days that | would be required to hold this nerchandi se
woul d cause wundue financial hardships and excessive
[ recordkeepi ng] and storage problens for ny store and
all other [secondhand] busi nesses.

| have contacted several fellow business owners here
in Fairbanks to discuss our views and concerns. I

have spoken to a coin shop operator ...; a used
sporting-good storeowner; several jewelry stores; a
gold dealer; ... a stanp collectible shop; an antique

dealer; a clock and watch repair shop; and nunerous
recreational [vehicle] dealers including sellers of
snow machi nes, "four wheelers,"” boat dealers, and jet
ski deal ers. After talking with ny fellow business
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owners, I would like to explain the financial
hardships we would be facing with the 30-day holding

peri od.

When deal ers acquire [secondhand] itens such as snow
machi nes, off-road vehicles, and all boats and
watercraft ... mdseason, for exanple, July or early
August, and [the itens] are held for 30 days - to
about the first part of Septenber - the season is
over. The itenms have to be carried over to the next
season, approximately m d-My. The season for these

vehicles is about four and a half nonths here in
Fai rbanks. Taking 30 days out of [that] tinefranme to
sell an item is a crippling financial disadvantage.
The depreciation factor on these itens is high,
resulting in several hundreds of dollars in |ost
depreci ation.

Number 1925
MR, CARPENTER conti nued:

The 30-day hol ding period has the sane di sadvantage to
coin dealers, as M. [Oewrth] has explained; when
they are locked into a 30-day period, they cannot sell
and the fluctuation of gold prices [puts] them at high
risk and can result in a nonetary | oss. The storage
and extra bookkeeping will be a nmajor problem for npst
st ores. [In] ny store, the storage space wll be a
huge problem We do not have the space to store 30-
days worth of nmerchandise. W deal in many bul ky
items such as furniture, exercise equipnent, and
appliances. W may [be] forced to stop handling these
itenms, which are a good portion of our business, if we
[ have] to hold them for nore than 30 days, ... due to
the lack of storage. W feel that the 30-day hol ding
period is [unnecessary].

The [secondhand] storeowners are nenbers of this
community. As property owners, we are very concerned
about stolen property, and we have always cooperated
[wth] law enforcenent's attenpts to recover stolen
property [and] prosecute (indisc.) Fairbanks. W are
very vigilant in our efforts to not deal in stolen
property. We busi ness owners haven't had enough tine
and opportunity to express our concerns pertaining to
[HB 472]. W strongly urge you to seek nore input
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from all concerned citizens. Pl ease do not rush this
bill until you have fully heard our side of the story
and have all the facts.

As for our present business practices, ny store has
been conplying with present Alaska |aw regulating

[ secondhand] stores, and have no problem with it. We
have been getting full nanes, addr esses, phone
nunbers, Al aska driver's license or state | D

[identification] nunbers, plus [a] full description of
t he nerchandi se purchased with serial nunbers, as well
as signature of the seller. W have purchase invoices
filed for the past ten years; they have always been

avai l abl e for inspection. I ncluding a 30-day hol ding
period is overkill and unjustified.
Nunmber 2018

MR. CARPENTER concl uded:

Over the past ten years [we've] owned this [secondhand
store], Ben's Super Store, | <can recall only one
i ncident when stolen property was sold before it was
deened stolen. It was a bicycle, and it was recovered
and the purchaser received [a] refund. The i ncident
rate of stolen property received by [secondhand]
stores is not as high as perceived by sonme people.
The national rate of stolen property that is sold at
[ secondhand] stores is about one-half of 1 percent.
The Fairbanks percentage rate is lower than the
nati onal average, at approximately [one-quarter] of 1
percent, based on ny [store's] experience. e
strongly urge you to take your tine to get the facts
and statistics before you [act] on [HB 472]. We urge
you to seek nore input from secondhand [storeowners];
we will be affected by the 30-day holding period. W
are very [concerned] about the future of our
[ conpanies] if this holding period becones |aw.

Nunber 2072

DAN HOFFMAN, Lieutenant, Fairbanks Police Departnent (FPD), Cty
of Fairbanks, testified via teleconference in support of the
intent of HB 472. He said that it will better allow the FPD to
track stolen property. He noted, however, that he can certainly
appreci ate the concerns of the secondhand storeowners that "seem
to be getting drug into this." He opined that the state needs

HOUSE JUD COW TTEE - 58- April 10, 2002



to take a close look at who to include into the bill. He
offered that from his original discussions with the APD and
ot her I aw enforcenent, HB 472 was being | ooked at primarily as a
way to assist in regulating pawnbrokers. M. Hoffman remarked
that Chair Rokeberg mekes a valid point in that it would be
ridiculous if the information gathered nerely sat in corner
collecting dust. He suggested that HB 472 ought to be
considered the forerunner of a way for |aw enforcenent across
the state to be able to access, perhaps through a single web
page, all the information, which ought to be collected in a
uni form manner, provided by every pawnshop. He noted that such
a system will never be realized until statewi de |egislation
regul ati ng pawnshops i s inpl enmented.

CHAl R ROKEBERG asked M. Hoffman whet her he would be disturbed
i f secondhand deal ers were "deleted" fromHB 472.

MR. HOFFMAN said that personally, he would not be too disturbed,
noting that if the bill initially focuses on pawnshops and it is
| ater found that sonme types of secondhand venues need to be
regulated in the sanme fashion, they could be added as
appropri ate. He said that he hopes that the "secondhand issue”
doesn't bog the bill down entirely.

CHAIR ROKEBERG said that the <conmttee fully supports a
"crimnal justice MS (managenent information system system
that would be statew de.” He asked whether the GCity of
Fai rbanks currently has a "pawnbroker reporting requirenent."”

MR. HOFFMAN said yes, adding that one of the mmjor problens is
that it currently relies on 19th century technology, wth all of
t he pawnbrokers filling out paper tickets. He explained:

W don't have the manpower resources to go around,
physically pick up shoeboxes full of paper tickets,
and have people go through and hand-sort those things.
But if we were to try and change our city ordinance

and force our | ocal pawnbrokers to go to a
conputerized system it would be too easy for those
folks to argue that, "Well, the people in North Pole
don't have to do that,"” or, "The people down in the
valley don't have to do that.” As | said, that's why
we need a statewi de standard, so that if you want to
make a | ocal change, it will cone up to that standard.
Nunber 2202
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NORM BLAKELEY testified via tel econference,

a pawnshop/ secondhand store in Soldotna and has owned

approximately 20 years. He said:

noting that

About two or three years ago, a police officer
the [Alaska State] Troopers nmet with the police chief

in Soldotna with a bunch of the | ocal

br okers,

he owns
it for

from

and we

all sat down and discussed the issues that you're
about doing

tal king about at the present tine:

weekly [reports] and having them turned in. Most
the pawn dealers, excluding nme, didn't

want to do

of
it

and refused to do it. And | told them that | would

try to conply with what they wanted -

wor ked and what went on with it. So,

had nyself and one other enployee - did do this.

did it for about three or four nonths,

see how it

nmy shop - | only

Ve

and finally

Oficer Donnelly (ph) said that it was too cunbersone,
[and] that they didn't have tinme to pick up
reports. | think they | ooked at it once in the four-
not hi ng ever

nonth period; we did a lot of work

happened with it. And so he suggested that we just

away with it.

t he

do

.. | don't believe he's in this area now, he was with
the [Alaska State] Troopers. And so the idea of doing

and

this [was] tried at our place. The [ Al aska State]
Troopers didn't have the manpower to do it,
couldn't do it. Qur records are open, continuously,

to anyone that has the authority, neaning the [Al aska

State] Troopers or |aw enforcenment officers,
to look at our records. ... Actually,

think [we] have a great reputation.

t hat want

in our area, |

W have hel ped

Kmart [ Corporation] ... [catch] people that worked for

them that were taking nerchandise,
knew, the [Alaska State] Troopers

anyone else never knew about. One of
[invol ved nerchandise] in excess of

$90 000] that we notified them about,

that they never
never knew,

or

the incidences

it couldn't be happening, and they |ooked into it

it was happening, and they did bring that to
concl usion, and sone people went to jail

Nunber 2289

MR. BLAKELEY conti nued:
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Part of the problem that | see you having is
[that] people don't only go from our Ilocation to
Anchorage or other places; they are fencing the stuff

at yard sales now, all types of places. I think they
t hi nk secondhand deal ers and pawnshops are watched a
| ot closer than they used to be. | think the dealers
have becone nore reputable; C we would not
intentionally, in anyway, take anything [stolen].
And, in fact, we try to help the comunity: C
anything that we think is suspicious is ... [turned
in. A lot of the articles that you' re talking about
are unidentifiable - ... rings, jewelry, things Iike
that - and the fact [is] that there's a lot of them
that are manufactured [that] look a Ilot alike,

[though] | understand a ot of themaren't.

The gentleman that talked ... from Anchorage that said
that he had his business broke into, | think if
Anchorage maybe could have notified us, as dealers
separately, that we would have been nore than happy to
try to help him and to try to help recover his

property. Mself | have had nerchandi se stol en out of
ny shop; | had [a] snow machine stolen fromthe shop -
the chain cut and driven off when we were there. So |
can enpathize with how he's feeling. As far as him
being able to go [through] the records if they were
conplied in a place where he could do that, | think

there's a lot of people that do business with ne that
woul d not want the everyday public going through their

records and seeing their nanes. | have dealt wth
attorneys, doctors, al | kinds of people in ny
busi ness, because, | feel, | have a great reputation:
they trust and understand ne. So | think that's an

issue that if you would even [think] about, that
woul dn't be accept abl e.

A lot of the problens we have with stolen nerchandise
are related to relatives: children - thieves -
stealing things fromtheir folks and bringing themin.
And we try to work with the parents, and we don't take
any nerchandise ... from anybody that isn't 18 years
of age. They have to have a positive identification -
pictured ID - such as a driver's license or state ID
we don't accept anything other than that. [In] our
area we have a hard tine even getting the Cty of
Soldotna, [City of] Kenai, and the [Al aska State]
Troopers to help us try to figure out what's going on
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with stolen nerchandi se. So, to try to put this on
[a] statew de basis and have the state do it, | think
is really nore cunbersone than what you would think it
woul d [ be]. If the cities want to pass their own
ordinances to do this, | think that's a better way to
look at it than to probably put it in a state
per specti ve.

TAPE 02-47, SIDE B
Nunmber 2363

CYNTHI A BRI DGES, Detective, Anchorage Police Departnent (APD),
Municipality of Anchorage (MJA), testified via tel econference,
noting that Anchorage has been nonitoring its pawnshops for
several years. She said:

It works out really well. But those records are not
public records. ... W don't give out that doctors
pawn their property, or anything like that. That's
not public record. ... The purpose of having that
record is, when we are |ooking for stolen property, we
can identify who has pawned stolen property, or, if

soneone has an article stolen and they nmay have a
suspect, we can run that nane and determ ne
whet her or not that person pawned sonething. But
that's not information that goes out to the general

publi c.
There are a couple of things that | specifically
wanted to address. W had a burglary ... last sunmer

and the guys involved in this burglary pawned sone of
the property. And we caught them doing a burglary,
and when we ran ... their names through our pawn
system [we] were able to tie them to severa
burglaries and were able to subsequently return a | ot
of stolen property that we would not have necessarily
been able to return had we not known the nanme of a
potential burglar.

Also, as far ... secondhand shops ... [having] a
problem with this bill, | had a case where a |ady
stole sone property from an elderly couple that she
was [caretaker] for. She stole their property, she

pawned sone of it at a pawnshop; sonme of the property
that she pawned at a pawnshop she retrieved from the
pawnshop and then took to a coin dealer and sold it to
the coin dealer. | found out from the pawnshop that
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this is what she had done; by the tinme | contacted
[this conpany], ... within a week or two, ... they'd
al ready di sposed of the property.

Nunmber 2265
M5. BRI DGES sai d:

So, ... if they're going to take 1in secondhand
property ... - I'mnot saying that they know that it's
stolen, and they have no expectation that it's stolen
- ... there is potential that it could be stolen. And
with jewelry it's very difficult to distinguish itens;
[wth] jewelry specifically, what the problemis, is
[that] it is not always going to the pawnshop. And if
our crimnals find out that the jewelry stores wll
take this jewelry, and there's virtually no way that
they can get caught, they're going to start doing it.
And there is nothing to say that they haven't already.

It wll create a lot nore work for ne and the [ peopl €]
that work with ne who enter this information if we do
start collecting this information from secondhand
stores like jewelry shops and conputer stores, but in
the situation where they're taking this kind of stuff,
there's got to be sone kind of nonitoring, because
that's where the stuff's going to be going.

Nunber 2228

MS. BRI DGES addressed a coupl e of concerns about the bill

One of the biggest concerns is ... there's a line in
there that says if itens are sold in [lots of] ten or
nore, ... like DVD novies or CDs [conpact discs] or
video ganmes and things like this, you only have to
report themif they're sold in a bunch of that many or
nor e. Vell, if our crimnals find out that they're

not being reported unless there's ten or nore, they're
going to start going from pawnshop to pawnshop. ... |
had a case where a gentleman, in the span of siXx
nont hs, pawned 2,700 DVDs - the novies. Now, if you
do the math, and you buy each one for $15 from a
store, that's ... [%$40,500] worth of DVDs in six
nont hs.
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Now, he didn't get that nuch for them from the
pawnshop; ... he didn't always pawn ten or nore at a
time, he would pawn three or four here, go to another
pawnshop [and pawn] five or six. And if we have no
way of tracking sonmething like that, then we have a
big problem with that also. So, | kind of have a
problem with that. But if [renoving] that particular
line hinders the bill, then I would say leave it in;
if it doesn't hinder the bill, then I would say take
it out.

CHAI R ROKEBERG asked whether it is the MOA s ordinance that
di ctat es what informati on pawnbrokers have to report.

M5. BRIDGES said that it is the MOA s ordinance that dictates
that pawnbrokers nust report everything. For anything that
pawnbr okers take in, whether they buy it outright or loan on it,
they have to report; there is no stipulation pertaining to
serial nunbers, value, or quantity. If they fail to report,
they are in violation, she added.

CHAI R ROKEBERG asked how pawnbr okers report.
Number 2141
MS. BRI DGES expl ai ned:

The mpjority of our pawnshops e-nmail us; we have [an]

e-mai |l address, and they e-mail it to us. And then we
dowmnload it to our system and it's rewitten in a
form that our conputers can read. And | have two

clerks that work for nme, and they download the
information and nodify it slightly to go into our
system and then it's downl oaded to the state for [an]
APSI N [ Al aska Public Safety Information Network] check

for stolen property - serialized property. | do have
two pawnshops that still report with tickets; we have
hand tickets that we provide to the pawnshops, and
they fill them out, and | pick them up once a week,
and nmy clerks enter them into our system And then
sone of the pawnshops ... report via disk; they
downl oad the information to a disk, | pick it up on a

weekly basis, and it's downl oaded to our system
So ... there are several different ways to report.

And a lot of it has to do wth what the pawnshops'
ability to report is. One of the reasons why we woul d
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like to see this go on and get the whole state to

report is because what we're seeing is a lot of our
stolen stuff is going either out to the valley or down
to the Kenai. And we don't have the ability to access
that information. Qur jurisdiction is Anchorage and

we can't just hop in our car and run down to Kena

to see if any of our stolen stuff shows up in
pawnshop down there.

t he

So there's no way for us to track the outside
agencies' jurisdictions to see if our stuff is show ng
up down there. Now, if they were online, simlar to
us, ... it's possible in the future that we would be

able to conmmunicate with each other via conputer,

and

they would be able to download our information

(indisc.) and us theirs. And that's kind of

what

we're hoping for but in order to do that, we have to
have a bill wher e t he state, or di fferent

municipalities other than Anchorage, actually
their pawnshops reporting to them

CHAlI R ROKEBERG announced that HB 472 woul d be hel d over.
ADJ OQURNIVENT
Nunmber 2045

There being no further business before the commttee,
Judi ciary Standing Conmttee neeting was adjourned at 3:
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