M NUTES
SENATE FI NANCE COWM TTEE
April 23, 2002
4:37 PM

TAPES

SFC-02 # 74, Side A

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 4:37 PM
PRESENT

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

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Donal d 4 son

Senator Loren Lenan

Al so Attending: DR JOHN M DDAUGH, Consultant, Departnent of Health
and Social Services; NANCY WELLER, Unit Manager, State, Federal &
Tribal Relations, Division of Medical Assistance, Departnent of
Health and Social Services; JOHN BITNEY, Legislative Liaison,
Al aska Housi ng Fi nance Corporation, Departnent of Revenue

Attending via Tel econference: From Anchorage: JENN FER RUDI NGER,
Executive Director, Alaska G vil Liberties Union; PAULI NE UTTER

SUMVARY | NFORMVATI ON

SB 364- MEDI CAl D PAYMENTS FOR ABORTI ONS

The Conmittee heard testinmony fromthe public and the Departnent of
Heal th and Social Services. The bill was reported from Conm ttee.

SB 360- ALASKA NATURAL GAS PRQJECT ACT
This bill was schedul ed but not heard.

HB 160- REPORTI NG OF ABORTI ONS
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This bill was schedul ed but not heard.
SB 181- SMALL COVMUNI TY HOUSI NG LOANS

The Commttee heard from the Al aska Housi ng Fi nance Corporation
consi dered and adopted one anendnent, and reported the bill from
Commi ttee.

HB 106- FI NANCI AL | NSTI TUTI ONS

The bill was reported fromCommittee.

#SB364

SENATE BI LL NO. 364
"An Act relating to medical services under the state Medicaid
program "

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

Co-Chair Kelly stated this bill mrrors guidelines established by
the federal Supreme Court regarding public funding of abortion

noreover, it enconpasses Al aska statutes and | anguage i ncor porated
into the FY 02 State budget. He voiced the need for “the State” to
maintain its position on procreation; however, he comented the
Al aska Court System has repeatedly underm ned the Legislature’s
position through such things as the definition of “nedically
necessary.” He stated nost people think of the term “nedically
necessary” as applying to a health condition; however, the Court
has repeatedly interpreted it a broad sense whereby a
psychol ogically upset individual would qualify. He stated that
Section 1, subsection (b) states witten certification by a
treating physician nust acconpany the claimsubmtted to the State
for payment for a medically necessary abortion, and he detailed the
bill’s specified nedical conditions.

JENNI FER RUDI NGER, Executive Director, Alaska Gvil Liberties
Union, testified via tel econference from Anchorage in opposition to
SB 364. She stated the Union has represented Pl anned Parent hood and
| ocal physicians in abortion-related |awsuits against the State.
She contented there are | anguage i ssues she would |i ke to address
i ncluding: the use of adjectives that are “vague and unworkabl e”
such as “significantly aggravated,” and “adverse physica
condition;” and who woul d nake the determ nation as to the factors
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that constitute “serious danger.” She specified that the Al aska
Civil Liberties Union believes the patient should decide what is
significant “since she is the one who wll be suffering this
significantly aggravated health problem?”

Ms. Rudinger furthered that this bill would exacerbate already
difficult dealings with insurance conpani es over claimdenials. She
stated the word “would” used repeatedly in this docunent is
probl ematic, and suggested this word be changed to “could.” She
stated physicians and | awyers often speak in probabilities and tel
clients what m ght happen, not what woul d happen. She stressed that
if a woman has to wait until the doctor could firmy state the
pregnancy woul d be harnful, the procedures m ght be nore expensive
and the abortion nore dangerous to perform

PAULI NE UTTER, testified via teleconference from Anchorage, and
read a letter fromDr. Kathleen Todd [copy not provided], a Val dez
physi cian, urging the Commttee not to pass SB 364 as “this bil
excludes any consideration of fetal anomalies as a legitimte
reason for abortion” which many wonen consider legitinmate. She
continued that the bill’s l|anguage additionally would require a
physician to reach a point of certainty before taking action, and
stated the governnent nust stay neutral and not allow any entity to
oppose a worman’s desire to have an abortion.

DR, JOHN M DDAUGH, Consultant, Department of Health and Soci al
Services, stated he is a physician certified in internal and
preventive nedi ci ne and, on behalf of the Department, is speaking
in opposition to SB 364. He stated, as a physician, the bill’s
| anguage is difficult to interpret and to apply. He additionally
stressed the bill does not recognize the uni queness of each patient
as “one size” does not “fit all” in health issues. He asserted
there could be nunmerous factors involved which neke it very
difficult for physicians to be 100 percent sure of circunstances,
and he noted the om ssion of |anguage addressing “a pregnant woman
carrying an infant” with abnormal nedi cal conditions that “were not
conpatible with survival.” He asserted that negotiating for
rei mbursenent with an i nsurance conpany about the abortion decision
made between the doctor and patient is not easy to do. He urged the
Comm ttee not to proceed with this version of SB 364.

Co-Chair Kelly voiced that Dr. M ddaugh’s concerns are addressed in
the bill, and furthered that if the regulations remain as they
currently are, “there is really nothing to stop whol esal e el ective
abortions being funded by the State, which is going on now.” He
asserted the current regulation wording “is so broad that you could
perform an abortion just about based on anything with that
regul ation.”
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Dr. Mddaugh replied, “the answer would only be if in that judgnent
bet ween the physician and the patient resulted in a conclusion to
neet the nedical criteria that that was a nedically needed or
therapeutically indicated procedure.”

Co-Chair Kelly asked Dr. M ddaugh for further clarification.

Dr. M ddaugh responded that in his professional opinion, he does
“not believe that there are abortions, elective abortions, being
paid for by the State.” He understood this is the intent of this
bill; however, he voiced “that the wording that goes beyond
‘“medi cal necessary’ is very problematic, is very difficult to
interpret, and in fact doesn’'t adequately, in its wording, take
into account many of the very serious circunstances that could
ari se between a physician and a patient in this area.”

Senat or Leman inquired if Dr. M ddaugh  considered it
“i nappropriate” “to have any constraints as a matter of public
policy” on a patient and doctor rel ationship as he understood Dr.
M ddaugh to be saying “leave us alone, I'’m a doctor, here’'s a
patient, you don’t know my business as well as | do.”

Senator Leman furthered, “should we take our statutes that we have
now t hat speak to nedical practice and throw t hem out.”

Dr. Mddaugh responded “it is absolutely necessary to have
standards of nedical practice and that it is very appropriate to
assure that there is certification by a treating physician of
medi cal necessity or therapeutically indicated.” He continued that
national ly, physicians’ conpetency and exercise of their “nedical
and professional relationship and di scharge of those obligations”
are scrutinized. He reiterated there is a need for standards.

Dr. M ddaugh identified | anguage in Section 1, subsection (b) “as
bei ng problematic for physicians to attenpt to use those wordi ngs
in the way that they have been put forward to achieve that.”

Section 1, subsection (b) |anguage reads as foll ows.

(b) A claim for paynent for a nedically necessary
abortion that is submtted to the Departnment nust be
acconpanied by a witten certification by the treating
physician that the abortion is nedically necessary to treat a
serious

(1) adverse physical condition of a pregnant wonan

t hat

(A) either is caused by the pregnancy or woul d
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be significantly aggravated by continuation of the
pr egnancy; and

(B) woul d seriously endanger the physi cal
heal th of the woman if the pregnancy were not term nated
by an abortion; or

(2) psychological illness of a pregnant woman who

requires nmedication for treatnment of the illness if

(A) the nedication required to treat the
illness would be highly dangerous to the fetus; and

(B) the health of the woman woul d be
endangered if the medication was not taken during the
pr egnancy.

Senat or Leman asked Dr. M ddaugh if he has suggested anendnents.

Dr. Mddaugh recommended that deleting all text follow ng
“medi cal |y necessary” in Section 1, subsection (b), line 12 through
subsection (B) on page two, line 8, would be acceptable to the

Department and to physici ans.
Thi s | anguage reads as foll ows.

“.to treat a serious
(1) adverse physical condition of a pregnant wonan
t hat
(A) either is caused by the pregnancy or woul d
be significantly aggravated by continuation of the
pr egnancy; and
(B) woul d seriously endanger the physi cal
heal th of the woman if the pregnancy were not term nated
by an abortion; or”
(2) psychological illness of a pregnant woman who
requires nmedication for treatnment of the illness if
(A) the nedication required to treat the
illness woul d be highly dangerous to the fetus; and
(B) the health of the woman woul d be
endangered if the nedication was not taken during the
pregnancy.”

Co-Chair Kelly responded those del etions would all ow “the sane kind
of reqgulations that have been witten that deal w th psychol ogi cal
heal th which have, in our opinion and nany at this table, resulted
in the lack of abortions.its just too broad.” He continued that
“you could say that soneone being stressed out because they are
pregnant works for psychological health.” He stated the State
shoul d not be paying for an abortion of this nature.” He summari zed
if the | anguage identified by Dr. Mddaugh is deleted, there would
be no reason to pass this bill
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Dr. Mddaugh stated the standards for doctors today and
patient/doctor interactions “in the process of infornmed consent
convey a far higher level of integrity than your comrent woul d give
themcredit to.” He stressed that the standard of perfornmance for
physicians is “pretty high,” and passage of this bill wthout the
| anguage he identified would be a powerful affirmation nessage to
the nedi cal community and peopl e of Al aska.

NANCY WELLER, Unit WManager, State, Federal & Tribal Relations,
D vision of Medical Assistance, Departnent of Health and Socia
Services, inforned the Commttee that the Departnment is presenting
an indetermnate fiscal note for this bill because of the
difficulty in determning a “believable estinmate” as the Depart nent
has no know edge of how this legislation would affect decisions
made between a woman and her doctor regarding a nedically necessary
abortion nor how many wonen would elect to carry a baby to term and
have Medi caid cover the cost of the birth.

AT EASE 5:00 PM 5:03 PM

Senator Ward offered a notion to “nove SB 364 out of Conmttee with
i ndi vi dual recommendati ons and acconpanyi ng note.”

Aroll call was taken on the notion.

IN FAVOR: Senator Green, Senator Lerman, Senator d son, Senator
Wward, Senator W ken, Co-Chair Kelly

OPPOSED: Senat or Aust erman, Co-Chair Donl ey

ABSENT: Senat or Hof f man

The notion PASSED (6-2-1)

SB 364 was REPORTED from Comm ttee w th acconpanyi ng i ndeterm nate

fiscal note, dated 4/22/02, from the Departnent of Health and
Soci al Servi ces.

#SB181

SENATE BILL NO 181

"An Act meking the interest rate for the Alaska Housing
Fi nance Corporation's small comunity housi ng nortgage | oans
the sane as the interest rate on nortgage |oans purchased
under the corporation's special nortgage | oan purchase program
from the proceeds of the nost recent applicable issue of
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t axabl e bonds before the origination or purchase of the snall
comuni ty housi ng nortgage | oans.™

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

Co-Chair Kelly noted this is the second year of hearings on this
bill and that several Commttee nenbers have been working with the
Al aska Housing Finance Corporation (AHFC) to address the rura
housi ng | oan program concerns raised by Conmttee nenbers.

Co-Chair Donley stated the bill addresses the two follow ng issues:
the first regarding loans used to build “very very expensive
houses” by limting the subsidized portion of the loan to that
portion up to the statew de housing average; and the second issue
expandi ng the non-owner occupied |anguage to allow the Rural
Housi ng Assi stance Loan Fund program (HALF) to be “utilized for |ow
cost |loans for teacher housing” in rural and small conmunities.

Co- Chair Donl ey noved to adopt CS SB 181, 22-1LS0488\G as a working
draft.

There being no objection, Version “G was ADOPTED.

Senator Geen inquired if the | anguage allow ng for teacher-housing
| oans applies to houses owned by one party but rented or leased to
t eachers.

Co-Chair Donley responded if a certified teacher occupies the hone,
the home would qualify for financing under the | oan program

Senator Green asked if this | anguage includes “classified” school
enpl oyees.

Co-Chair Donley clarified it only applies to teachers.

Senator Green asked if a person in the process of acquiring teacher
certification would qualify.

Co-Chair Kelly believed this scenario would be a subject-need
certification and voi ced support for their inclusion.

Senat or Green voiced this would be an inportant provision
Co-Chair Kelly concurred.

JOHN  BI TNEY, Legi sl ative Liaison, Al aska Housing Finance
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Cor poration, Departnent of Revenue suggested addi ng | anguage to the
owner - occupi ed portion of the program on page one, |line 13. He
informed the Commttee “that definitions and subsequent parts of
statutes allow for up to a duplex;” therefore, wording the section
to allow for a “single-famly or a duplex would have that sane cut-
off level.”

Co-Chair Donley qualified this would be acceptable as long as it
speci fi es owner-occupi ed dupl ex.

M. Bitney responded this is addressed in subsequent statute that
defines the term “housi ng” under this section.

Co-Chair Donley stated he would support this change if it would
generate AHFC s support for the bill

M. Bitney stated this change would further define the bill and
allow AHFC “to apply the sane threshold level for a duplex as we
woul d for a single famly” hone.

Amendnent  #4: This anmendnent further defines the types of
qual i fyi ng housing for AHFC small comunity | oans by inserting “or
owner occupi ed duplex” follow ng “single-famly house” on page one,
Section 1, lines 13 and 14.

Co- Chair Donl ey noved for adoption of Amendnent #4.
There bei ng no objection, Arendnent #4 was ADOPTED.

M. Bitney stated AHFC has been working with the Departnent of
Labor and Wor kforce Devel opnent to devel op a “worki ng nunber” for
the subsidized |oan program and the Departnent of Labor and
Wor kf orce Devel opnent has provided an estimate of $185,000 as the
statewi de average sales price of a single famly hone.

Senator O son inquired how the transient nature of teachers in
smal | communities would affect the provision for teacher occupied
housi ng.

Co- Chair Donley responded Section 2 of the bill allows for non-
owner occupancy of a house if a teacher occupies it. He el aborated
that a community, a private individual, or a teacher could build
the house as long as a teacher occupies it.

M. Bitney explained to the Committee that the intent of this
programis to offer to the borrower a commtnent for a period of
tinme, usually 160 to 180 days, during which they could secure
construction financing froma comercial bank. He stated, “once the
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terms of the conmm tnent have been net, the constructi on has been
done, then the takeout on the loan.” He renmarked this conm t nent
practice is the industry standard for new honme construction.

Co-Chair Donley offered a notion to nove “CS SB 181 as anended and
t he acconpanying zero fiscal note from Conmttee with individual
recommendati ons.”

There being no objections, CS SB 181 (FIN) was REPORTED from
Committee with a new zero fiscal note dated 1/28/ 02 from the
Departnent of Revenue.

#HB106

SENATE CS FOR CS FOR HOUSE BILL NO 106(JUD)

"An Act relating to the authorizations for certain state
financial institutions of certain powers and limtations;
relating to confidential records of depositors and custoners
of certain financial institutions; relating to the exam nation
of certain institutions subject to AS 06; relating to the
Al aska Banki ng Code, Mitual Savings Bank Act, Al aska Snall
Loans Act, and Alaska Credit Union Act; relating to credit
cards; anmending Rule 45, Alaska Rules of GCivil Procedure,
Rules 17 and 37, Al aska Rules of Crimnal Procedure, and Rul e
24, Al aska Bar Rules; and providing for an effective date."

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

Senator Leman offered a notion to report SCS CS HB 106 “from
Conmittee with individual reconmendati ons and the acconpanyi ng zero
fiscal note.”

There being no objection, SCS CS HB 106 (FIN with a new zero
fiscal note, dated 2/26/02 from the Departnment of Comrunity and
Econom ¢ Devel opnment was REPORTED from Committ ee.

#

ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 05:15 PM
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