M NUTES
SENATE FI NANCE COW TTEE
March 28, 2001
6: 06 PM

TAPES

SFC-01 # 56, Side A
SFC 01 # 56, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 6:06 PM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Pete Kelly, Co-Chair
Senat or Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Lyman Hof f man
Senat or Donal d O son

Attendi ng via Tel econference: From Anchorage: BOB LCOHR, Director,
Division of Insurance, Departnent of Comunity and Econom c
Devel opnent

SUMVARY | NFORMVATI ON

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

The Conmittee considered and adopted two anmendnents and heard from
the Departnent of Community and Econom c Devel opnent. The bill
noved from Conmittee.

SB 48- MUNI Cl PALI TI ES: | NCORP/ PROPERTY VALUATI ON

The Committee adopted a conmttee substitute and noved the bill
fromCommittee.

SB 123- FEDERALLY FUNDED PRQJECTS OF RAI LROAD
This bill was schedul ed but not heard.

# SB37
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CS FOR SENATE BILL NO. 37(L&0C)

"An Act relating to collective negotiation by physicians with
health benefit plans, to health benefit plan contracts with
i ndi vi dual conpeting physicians, to the application of state
antitrust |laws to agreenents involving providers and groups of
providers affected by collective negotiations, and to the
effect of the collective negotiation provisions on health care
provi ders. "

This was the second hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Kelly drew attention to the proposed committee substitute
Version "B", which was introduced, but not adopted during the
previ ous hearing. He pointed out that a provision regarding the
exenption of nurses was inadvertently omtted in this commttee
substitute, which a proposed anendnent would reinsert. He pointed
out that this amendnent reflects an agreenent with the nurses
associ ation.

Senator W1 ken noved for adoption of CS SB 37 22-LS0323\B, 3/27/01
as a working draft.

Wt hout objection it was ADOPTED.

Amrendnent #1: This anmendnent adds a new subsection on page 7, lines
15-19 of the commttee substitute to Section 1. Chapter 50.
Col l ective Negotiation by Physicians. Sec. 23.50.020 as foll ows.

(p) Nothing in this section shall be construed as
exenpting from the application of the antitrust |aws the
conduct of providers or negotiations or agreenents between
provi ders and a health benefit plan if the purpose or effect
of the conduct, negotiations, or agreenents would be, directly
or indirectly, to exclude, Ilimt the participation or
rei mbursenment of, or otherwise limt the scope of services to
be provided by separate or conpeting classes of providers who
practice or seek to practice within the scope of the
occupational licenses held by the providers.

Senat or W1 ken noved for adoption.
There was no objection and the anendnment was ADOPTED.
Anendnent #2: This conceptual anmendnent del etes Section 3, the July

1, 2006 sunset date, frompage 8, lines 30 and 31 of the commttee
substitute.
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Co-Chair Kelly noved for adoption. He explained this sunset date
was inserted in the bill as a result of concerns over increased
health care costs. He assured that nost of the concerns have been
addressed, such as naking the negotiations voluntary, establishing
veto provisions for both the carriers and providers, that "soften
the inpact"” of a worse case scenario. He surm sed that the need for
the sunset is therefore no |onger necessary and warned that the
i nsurance corporations would wait for the sunset date rather than
participate in negotiations.

The amendnent was ADOPTED wi t hout obj ecti on.

Co-Chair Kelly addressed the Department of Admi nistration fisca
note that describes possible inpacts to the state enpl oyees' self-
i nsurance plan. He noted that the conmttee substitute Version "B"
elimnates self-insured plans fromthe negotiation requirenents and
therefore, there would be no fiscal inpact to the state. He
reconmended the Commttee adopt a zero fiscal note for the
Department of Adm nistration.

Senat or Green asked the inpact of the provision regarding self-
i nsured pl ans.

Co-Chair Kelly explained that the state, nunicipalities and npst
| abor organizations would not be required to abide by the
negotiation requirenents established in this legislation. He
clarified that physicians would not have the protection of the
state action doctrine if they entered into negotiations with self-
i nsured organi zati ons.

Senator Green wanted to know the segnent of the popul ati on effected
by the renoval of the self-insured fromthe |egislation

Co-Chair Kelly did not know.

Senator W/ ken noved to adopt a zero fiscal note for the Departnent
of Adm nistration.

Co-Chair Kelly clarified for Senator Austerman that the new fisca
note would delete reference to a potential $3.5 mllion to $9.1
mllion increase to the state.

Senat or Austernman assunmed that health maintenance organizations
(HMOD and simlar organizations are not self-insured.

Co-Chair Kelly pointed out that there are no HMOs operating in the
state, but there are preferred provi der organi zations.
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Senator Austerman asked if any of the preferred provider
organi zati ons are sel f-insured.

Co-Chair Kelly answered they are not.

Senat or Hof f man asked about the second paragraph of the fiscal note
anal ysis regarding any increased costs that would be borne by the
enpl oyee, and asked if the renoval of the self-insured portion of
the bill would elimnate this.

Co-Chair Kelly responded that the matter was irrelevant with the
proposed zero fiscal note.

Senat or Austerman conmented that the expenses shown on the current
fiscal note were estimates and that there is no way to know if
heal th care costs would increase or not.

Senat or Green expressed that she did not understand the reasoning
behind the legislation. She judged the sponsor's |legislative
findings to be questionable and she did not agree with them She
asserted that there would be a fiscal inpact as a result of the
bill. She cited fromthe findings, "There are however instances in
whi ch a health benefit plan dom nates the market to the degree that
fair negotiations.." She wondered how nany peopl e renai ned avail abl e
to participate in the negotiations when the self-insured are
removed from the process. She recalled discussions regarding the
i mpact on the Conprehensive Health |nsurance Association (CH A
caused by changing health care coverage for state enployees to a
self-insured system She stressed that this action renoved a | arge
segnent of the population from private insurance plans. She was
concerned that this legislation targets the small group remaining.

Co-Chair Kelly directed the discussion to the notion on the table
to adopt a fiscal note.

There was no objection and a zero fiscal note for the Departnent of
Adm ni stration was adopt ed.

Senator Green stressed that if a fiscal note applies to the state
and its enployees only, it could be clained that the |egislation
woul d have an indetermnate fiscal inpact, but that it does not
gi ve assurance to those with private insurance that there would be
no cost increase. He requested the Departnent of Comunity and
Econom ¢ Devel opnent address this concern.

Co-Chair Kelly did not agree that the consunmer costs woul d increase
an estimated 15 to 20 percent as a result of this legislation. This
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he expl ained is because the programis "conpletely voluntary". He
stressed that the insurance conpanies could decline to participate
in negotiations and the physicians would have no retaliation
options nor could they refuse patients covered by that insurance

conpany.

Senat or Green expressed her concerns were based on the size of the
pool of participants that are not self-insured.

[ Note: teleconference connection is very poor. Mich of the
testinony is inaudible.]

BOB LOHR, Director, D vision of |Insurance, Departnent of Community
and Econom c Developnent, testified via teleconference from
Anchorage that once the self-insured participants are excluded from
the bill, the number of people covered by this |egislation would
decl i ne.

M. Lohr noted that if physician fees were negotiated at a higher
rate, the increase could result in arise in the cost of insurance.

Senat or Green wanted a percentage figure.

M. Lohr estimated "ten-percent of the total published." [Continued
testi nmony inaudi bl e.]

Senator Green asked if it is typical that the remaining privately
insured participates attenpt to enter a self-insured pool.

M. Lohr replied there woul d be an econom c incentive to increase
the volune of nenbers in an insurance plan for the purposes of
negotiations. He indicated that plan adm nistrators would | ook to
do this or possibly reduce benefits or elimnate coverage
conpl etely.

Senat or Green asked about the inpact on CH A

M. Lohr explained that CH A is based on the nunber of health
insurers participating in the market and that percentage of the
total nmarket. He said the assessnment to fund CH A is determ ned by
the board of directors for CHH A [Additional comments inaudible.]

Co-Chair Kelly reiterated earlier assunptions that health care
prices would increase because of negotiated prices. He countered
that this legislation provides either side with veto power and that
i nsurance conpani es could refuse to negotiate fees. He renarked,
"This constant tal k about prices being raised, | think is uncalled
for. It doesn't follow what is in the bill." He admtted that
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quality of care issues are a different matter, such as determ ning
what procedures constitute enmergency services. He noted that there
could be price increases in this area.

AT EASE 6:28 PM/ 6:29 PM

Senator Wl ken offered a notion to report from Conmttee CS SB 37
22-1L.S0323\B as anended with forthcom ng zero fiscal note fromthe
Departnent of Administration, Division of Retirenent and Benefits.

Wt hout objection, the bill MOVED from Conm ttee.
#SB 48

CS FOR SENATE BILL NO. 48( CRA)

"An Act relating to the determ nation of full and true val ue
of taxable nmunicipal property for purposes of calculating
funding for education and certain other programs, to
i ncorporation of third class boroughs, to incorporation of
certain boroughs in the unorgani zed borough and annexati on of
portions of the unorganized borough to boroughs and unified
municipalities, and to the formati on of separate unorgani zed
boroughs; and providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

Senat or W1l ken updated the Conmttee on events since the previous
hearing related to a subconmttee forned to review this |egislation
and chaired by Senator Lenman. Senator WIken noted a proposed
commttee substitute, Version "R' would be offered.

Senator Lenman |isted nenbership on the subconmttee as Senator
Wl ken, Senator Hoffman and hinself who heard testinony from
"interested parties" across the state. He noted that while there
was testinony in favor of the legislation fromthe Gty of Cordova,
there was a far greater anount of testinony in opposition,
primarily from rural comunities. He summarized responses from
rural conmmunities as "W don't want no governnment." and "We want
services but we don't want to pay for it." He stated that no
speci fic anendnents were offered.

Senat or Hof fman corrected that there were recomendati ons of f ered,
for exanple if there were boroughs organi zed, they should be done
so by a vote of the residents. He enphasized that of all the
testinony heard, there was one speaker in support of the bill and
the remai ni ng 20 speakers refl ected and "overwhel m ng opposition”
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to the legislation. He stressed that there was a speaker for each
of the recomrended nodel boroughs who opposed the bill. He singled
out the Valdez borough as an exanple, noting that while the
community of Cordova was in support of the nandatory borough

resi dents of Val dez opposed it.

Senator W/ ken asserted that he had received unsolicited support
for the legislation, given the "difficult positions" placed on
t hose voicing support. He noted the Eagle R ver Chanber of Conmerce
as a supporter. He stressed that the facts and intent of the bil
speaks "to the effort and the reasons why it should pass."”

Senator WI ken noved for adoption of CS SB 48 22-LS0025\ R, 3/28/01
as a working draft.

Senat or Hof f man obj ected for explanation.

Senator W1l ken detailed the changes in the commttee substitute as
fol | ows.

Page 4 lines 16-18. new | anguage, "In addition, the comm ssion
shall hold at |east one public hearing in each conmmunity with
at |l east 400 residents and in each hone rule or first class
city located in the area.”

Senator W1 ken comrented this had been discussed during a previous
heari ng and noted there would be no fiscal inpact on the departnent
given the Local Boundary Comm ssion's (LBC) experience in the
matter.

Page 4, line 23 - 26: changes "each annexation”" to "an
annexation” and inserts "however the conm ssion nmay submt not
nore than two petitions to the legislature under this
subsection each year."

Senator W1l ken rem nded that the |egislature has noted that this
| egislation "sells patience" as nmuch as it "sells fairness." He
expressed he has waited ten years to receive studies on the
identified areas. He predicted that the two petitions per year is
an anbitious schedule. He also thought that once this systemis
validated and in place and residents in unorgani zed Al aska realize
that they "can help pay for education and can support governnent
| i ke others in Al aska" these residents would find it in their best
interest to forma borough under existing law. He stated that this
| anguage addresses concerns that this bill is "a mass whol esal i ng
of unorgani zed Al aska i nto boroughs.”

Page 5, line 12 through "voter", and line 15: inserts new
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| anguage stipulating that if a borough is incorporated and if
there is to be use taxes or sales taxes, those taxes nust have
voter approval fromthe residents of the new borough.

Senat or W1 ken suggested that for sone boroughs, it could be nore
appropriate to fund their governnent in other ways besi des property
t axes.

Page 5, line 21: inserts "on the date of the annexation”

Senator W/l ken noted this change was the reconmmendation of the
Department of Natural Resources and addresses the concern rel ated
to annexed | and to a borough as deened appropriate by the LBC under
this legislation, and the borough's entitlenent to ten-percent of
the state-owned portion of the annexed | and.

Senator Green asked if the conmttee substitute al so includes the
sanme | egi sl ative purpose as contained in the Senate Community and
Regi onal Affairs commttee substitute.

Senator Wl ken affirnmed it was.
AT EASE 6:42 PM/ 6:43 PM

Senat or Hof fman renoved his objection and the commttee substitute
was ADOPTED as a working draft.

Senat or Austerman shared that he had been considering a del ayed
effective date for this |legislation. He spoke to concerns that once
the bill becane |aw, those communities that already have a sales
tax wwth a portion dedicated to | ocal education, would be precluded
from nmaki ng deci sions regardi ng what forns of taxation to adopt. He
surmsed that the two petitions per year stipulation would give
comunities anple opportunity to make t hese deci sions.

Senator W/ ken spoke to the search for funds for K-12 education and
responded that while sonme argued that this legislation is
premature, he also faced pressure that this is not soon enough.

Senator O son remarked that this bill would continue to receive
scrutiny. He opined that one of the appeals of Alaska is its
opportunity for independent thinking. He referred to the
stipulation in the commttee substitute that provides LBC petition
approval w thout voter ratification. He conpared this to taxing
citizens but allowing themno influence in these decisions.

Co-Chair Kelly countered that sonme comunities receive noney but
pay nothing to the state. He suggested that those comunities that
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do not want governnment should not receive the benefits of
governnent. He understood that there are sonme communities that are
unabl e to contribute.

Senator WI ken commented that 83 percent of Al askans had gover nment
"crammed down their throats” in the early 1960s, which turned out
to be beneficial. He noted that Alaska is the only state wth
unor gani zed governnmental districts. He surm sed that when citizens
actually assist in paying for |ocal education, they take a greater
interest in how the funds are spent, which inproves the quality of
education. He asserted that those areas that can contribute shoul d
begin to do so and that those areas unable to contribute should be
assisted in devel oping an econony so that they could contribute in
the future. He suggested that this legislation helps focus state
resources on those areas in need of assistance.

Senator Hoffrman agreed that sonme areas would be wunable to
contribute. He stressed nmany of the unorganized boroughs are
conprised nostly of federal |land and that the state receives
federal funding, i.e. Inpact Ald Program in lieu of taxes. He gave
as exanples, the Lower Kuskokw m School District, which receives
$8.3 mllion in inpact aide, and the Bering Strait School District,
which receives $5.6 mllion. He calculated the Average Daily
Menbership (ADM) for these districts and the amount of funding
received per student and conpared these figures to |ocal
contributions for school districts in Anchorage, Juneau and
Fai rbanks, noting that the larger comunities have a |ower per
student allocation. He surm sed that when considering the inpact
aid as contribution to |local education in lieu of taxes, the two
districts have a greater per student allocation.

Co-Chair Kelly appreciated the math, and asked if this takes into
consi deration that Anchorage, Fairbanks and Juneau al so contri butes
additional taxes to | ocal education.

Senat or Hof frman stressed that this |egislation addresses equity and
fairness in education funding. Therefore, he expressed that the
Lower Kuskokwi m and Bering Straits school districts are already
contributing fairly to their |ocal education.

SFC 01 # 56, Side B 06:55 PM

Senator Hoffman responded to a question by Co-Chair Kelly
suggesting that the Inpact Aid Programand ADMrel ati onshi p shoul d
be calculated for all school districts. He noted that one reason
many areas of the state remain unincorporated is because of the
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| ar ge make-up of federal |ands.

Senator W/l ken disagreed that the federal inpact aid should be
considered as a local contribution, stating that it is not
considered as such in the Fairbanks school district. He cited a
March 29, 2000 letter from the US Departnent of Education as
fol |l ows.

Fi nanci al need of such agencies for the provision of free
public education for children served by such agency [US
Departnment of Education], except that a State may consi der as
| ocal resources funds received under this title..only [Inpact
Aid Programi in proportion to the share that I|ocal tax
revenues covered under a State equalization program are of
total local tax revenues.

Senator W1 ken concluded that if no |local taxes are collected for
education, the Inpact Aid Program funds could not be clainmed as
| ocal contri bution.

Senator Hof frman pointed out that this bill provides taxing property
to raise the local effort. He stressed that when a comunity is
limted in the nunber of acres available for taxation due to
federal ownership, the ability to collect those taxes is |limted.
He surm sed that the Inpact A d Program funds should therefore be
considered |l ocal effort. He stressed that many communities in his
district are thensel ves | ocated on federally owned property.

Co-Chair Kelly responded that a community with 95 percent federally
owned land would not be a top priority for organization by the
boundary comm ssi on.

Senat or W1 ken agreed.

Co-Chair Kelly accepted Senator Hoffman's position that an area
consisting primarily of federal land the ability to collect taxes
i s decreased.

Senat or Hof fman remarked that 67 percent of the land in Alaska is
exenpt from taxation because it is federally owned. He estinated
that the existing organi zed boroughs contain a | ower percentage of
federally owned I|and, Ileaving a higher percentage in the
unor gani zed bor oughs.

AT EASE 7:01 PM/ 7:01 PM

Senator Wl ken offered a notion to report CS SB 48, 22-LS0025\R,
from Conmttee with acconpanying Departnment of Community and
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Econom c Devel opnent fiscal note for $130, 000.

Senat or Hof f man obj ect ed.

Aroll call was taken on the notion.

I N FAVOR Senator WI ken, Senator Austernman,
Leman, Co-Chair Donl ey and Co-Chair

OPPOSED: Senat or Hof f nan and Senat or

ABSENT: Senat or Ward
The notion PASSED (6-2-1)

The bill MOVED from Conmi ttee.

#
ADJ QURNVENT

Co-Chair Pete Kelly adjourned the neeting at 07: 03 PM
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