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CHAI RVAN ROBI N TAYLOR cal l ed the Senate Judiciary Commttee neeting
to order at 1:30 p.m Present were Senator Cowdery, Senator Ellis
and Chai rman Tayl or.

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

MR KRI STOPHER KNAUSS, |egislative aide to Senator Pete Kelly, read
the foll owi ng sponsor statenent.

Senate Bill 37 levels the playing field for Alaska's
patients and the physicians who care for them It allows
i ndependent, conpeting physicians to jointly negotiate
contract provisions wth insurance conpanies wthout
viol ating federal anti-trust [aws. However, it includes
a clearly established process to be followed for these
joint negotiations to occur and involves active state
oversight as required for a state action doctrine. By
allowing joint negotiations to occur, a nore fair and
equitable negotiation process between doctors and
I nsurance conpanies is created and doctors are given the
ability to better protect their patients.

SB 37 is not a union-creating device. It is not mandatory
for either the doctor or an insurance conpany to engage
in these negotiations.

SB 37 is needed because heal th nmanagenent organi zations
(HM3s) do not yet exist in Alaska, it is likely that they

will be established here in the future. Currently there
are preferred provider organization (PPO plans that,
while not as restrictive as HM3s, can |limt which

specialists a doctor may refer a patient to, or the
treatments a doctor nmy prescribe. SB 37 would allow
doctors to negotiate with insurers on these limtations.

Currently patients have no advocates other than their
doct ors. By allowing doctors to discuss and jointly
negotiate definitions such as "nedical necessity,"”
patients can receive better care. Physicians could use
their own judgnment in determning nedical energencies and
woul d not be required to rely on the insurance conpany's
interpretation of undefined contract terns.

For exanple, if a patient visits the doctor to have an
i njured knee exam ned, the doctor may reconmend an MRl .
Next the doctor must contact the insurance conpany for
approval. If the insurance conpany does not approve this

SENATE JUD COW TTEE - 3- January 22, 2001



treatnent, but instead reconmends physical therapy for
two weeks, the doctor nust relay that to the patient. In
order for the insurance conpany to pay for the patient's
care, the doctor nust foll ow the insurance conpany's idea
of good nedicine, one that is based on the bottomline.
If doctors could negotiate contractual terns, that
patient could receive the MR and the course of treatnent
could foll ow the doctor's recomrendati ons, not costs to
the insurer.

MR. KNAUSS i ntroduced M. M ke Haugen, Executive Director for the
Al aska Physi cians and Surgeons, and said that M. Haugen wll be
able to answer any technical questions the conmttee nenbers nay
have. M. Knauss commented that SB 37 was originally SB 256 from
| ast year's session. SB 256 passed the Senate and ran out of tine
in the House.

Number 249

SENATOR COADERY asked if other states have inplenented this type of
program

MR. KNAUSS responded that the states of Texas and Washi ngton have
i npl enented this type of program

SENATOR CONDERY asked if there have been any mmjor problens in
Texas and Washi ngt on.

MR. KNAUSS responded that there have been no nmjor problens.
Number 307

SENATOR THERRI AULT asked if SB 37 was drafted from npdel
| egi sl ati on.

MR. KNAUSS responded that it was drafted after the Texas statute,
but SB 37 is nore detailed than the Texas version.

SENATOR THERRI AULT said that he has talked with Darren Wi tehurst
who is staff to Texas Senator Harris. M. Witehurst has been
working with the Texas attorney general (AG on inplenentation of
their statute. M. Wiitehurst indicated there have been a | ot of
problenms with the proposed "reg" packages. One problem is that
groups that have been fornmed have the right to negotiate, but in
getting together groups of doctors to put the groups together, they
still ran afoul of either the Texas or the federal antitrust
statutes. Senator Therriault asked if this potential problem has
been dealt with in the | anguage of SB 37.
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Number 422

MR M KE HAUCGEN, Al aska Physicians and Surgeons (APS), responded by
saying that this is a newissue that he has not heard of before and
he will look into the problem He said he finds the question
i nteresting because at what point does a protection under a bil
like this engage if you are sinply trying to get a group of doctors
to deci de whether or not they are going to negotiate.

MR. HAUGEN indicated he has submtted witten testinony to the
comittee.

Nunmber 472

CHAI RVAN TAYLOR asked if Al aska coul d anend or change federal anti-
trust requirenments if Alaska | aw states that it is no longer within
the area of control of antitrust.

MR. HAUGEN responded that under the state action doctrine the
Suprene Court set out an exenption fromthe federal antitrust |aws
that effectively gave states the authority to create an exenption
This is what APS is asking the State of Al aska to do.

CHAl RMAN TAYLOR asked if the prinmary purpose of SB 37 was to
bargain for or gather together plans, as opposed to fixing the
price for any given service.

MR. HAUGEN said it could be for both, depending on whether or not
the carrier has what is deened substantial market power. Al aska
has two |arge carriers, Aetna and Blue Cross. The percentage rul es
woul d deem both carriers to have substantial market power. Under
these guidelines, a group of physicians would be allowed to
negoti ate fees, provided that the carrier and physicians wanted to
negoti ate and the AG approved the negotiations. In other words, it
is conpletely voluntary, even the fee conponent.

CHAI RMAN TAYLOR sai d he thought fees were not authorized in SB 37.

MR. HAUGEN said that fees are authorized provided that certain
requi renents are net.

CHAI RVAN TAYLOR requested a copy of the federal |aw that provides
for the exenption, because M. Haugen has indicated that the
federal government has nodified the definition of antitrust so that
doctors can negotiate for price.

MR HAUGEN commented that this is a question that the commttee may
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want to raise with M. Jordan of the state nedical association. To
M. Haugen's know edge, |lawers for the Anerican Medica
Associ ation have reviewed this and their conclusion is that Texas
does conply.

CHAI RVAN TAYLOR said that he would Iike to be well briefed on the
antitrust aspects, both state and federal, of this amendnent before
noving forward with the bill

Number 823

MR. HAUCGEN continued by saying that he represents 165 physicians
from Anchorage in an i ndependent practice association (IPA) called
Al aska Physicians and Surgeons (APS). APS is one of the groups
that will potentially do contracting.

MR. HAUGEN said APS strongly disagrees with sonme of the issues
brought up by the AGs office. APS feels that a bill Iike SB 37
will pronote conpetition. It is prohibitively expensive for nost
small carriers to put nmuch effort into Al aska given the dom nance
of Aetna and Blue Cross. If small carriers had the assurance they
woul d be dealing with a | arge group of doctors when negotiating a
contract, they would be nmuch nore likely to invest the noney
required to market a new plan in Alaska. This will give consumers
addi ti onal choices and pronote conpetition.

MR, HAUGEN said SB 37 is a voluntary bill. Physicians, carriers
and the AG have to agree not only on the contractual terns but al so
on the fees that are negotiated. The AG can sinply say no if it
were felt that the doctors have gotten out of line or the fees
negoti ated woul d harm consuners. This is a nmechanismthat allows
physi cians to discuss contract issues and patient advocacy issues
wWith carriers without the threat of the Federal Trade Conm ssion
(FTC) coming in and investigating them

MR. HAUGEN stated that APS is strongly in favor of SB 37, even
though it is not a perfect bill

Nunber 952
SENATOR THERRI AULT referred to a letter submtted by the AG s

of fice which says SB 37 needs to clarify whether negotiations are
voluntary or not. The letter points to sections C and D, saying

that the language inplies that all health benefit plans are
required to negotiate with the authorized third party unless it can
prove that it does not have substantial market power. Senat or

Therriault asked if there is somewhere in SB 37 that clearly states
negoti ati ons are voluntary on both sides.
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Number 1001

MR. HAUGEN responded that this is clearly stated on page 5, |ine
12, section 2:

(2) within 14 days after receiving a health benefit plan's
decision to decline to negotiate or to term nate negoti ations, or
within 14 days after requesting negotiations with a health benefit
plan that fails to respond within that tinme, report to the attorney
general that negotiations have ended or have been declined;

SENATOR THERRI AULT read from SB 37, page 3, subsection (e):

(e) I'n exercising the collective rights granted by (a) and (c)
of this section,

(1) physicians may conmunicate with each other wth
respect to the contractual terns and conditions to be negoti ated
with a health benefit plan;

(2) physicians may comruni cate with an authorized third
party regarding the terns and conditions of contracts all owed under
this section;

SENATOR THERRI AULT then asked if this is the section where | anguage
woul d be added to clearly state that physicians coul d get together
to form groups.

MR. HAUGEN t hought this would be the correct section.
Number 1071

SENATOR ELLIS asked about the wearlier reference to "nodel
| egi sl ati on" and whether this was nodel ed after the Texas statute
or a national organization recommendi ng nodel l|egislation to states
all across the country.

SENATOR THERRI AULT said that this is what he was alluding to
[indisc.].

SENATOR ELLI'S conmented that right now he is not in the frame of
m nd for Texas to be a nodel for Al aska.

Nunber 1024
SENATOR THERRI AULT wondered if a doctor thought her patient needed
an MRl would she be able to pursue whatever course she thought

necessary or would she have to go through an insurance conpany for
approval .
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MR. HAUGEN said this would be considered preauthorization for a
procedure and preauthorization can be negotiated. Preauthorization
may make a | ot of sense for an expensive procedure but a routine
procedure could have a different standard.

Nunber 1184
CHAI RMAN TAYLOR asked how doctors set fees.

MR. HAUGEN said this is a very big question. Setting fees in
nedicine is different fromsetting fees in other businesses - it is
not what the market will bear. A given price can be charged for a
procedure but ultimately what is paid is what the insurance carrier
is wlling to pay. This is a case-by-case proposition for a
physi ci an.

CHAI RVAN TAYLOR conmented that he does not necessarily want big
I nsurance conpani es negotiating wwth APS for the | evel of coverage
a patient will receive.

Nunber 1558

MR DAVE WLLIAVS, Division of Medical Assistance (DMA), Departnent
of Health and Soci al Services, said he would be happy to answer any
guesti ons.

SENATOR THERRI AULT asked if DMA has taken a position on SB 37.

MR WLLIAVE replied that he had only read the bill an hour ago and
DVA does not yet have a position.

Nunber 1581

CHAI RVAN TAYLOR asked if he had any concerns with SB 37.

MR. WLLIAMS responded that he did have a question regarding the
definition of a health benefit plan: Is Medicaid a part of this
pl an? Medical Assistance would also want to negotiate - they have
that ability now

Number 1651

SENATOR THERRI AULT asked during a negotiation, which is the group
negoti ati ng?

MR, WLLIAMS answered that rates are set during public neetings;
negotiations are not with any group in particular. DVA listens to
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the group concerns, thinks about what is right, what covers the
Medi cai d popul ati on, and what insures access to the services.

Number 1799
M5. KATIE CAMPBELL, life and health actuary for the D vision of

| nsurance (DI), Departnent of Community and Econom ¢ Devel opnent,
commented that SB 37 is geared toward a nmanaged care market where

HVOs are actually negotiating fees. In Alaska fees are not
negoti ated. |nsurance conpanies collect bill data from physicians
and statistics are run on that data. It is then determ ned what
percentile of billed charges will cover nost of the charges. For

exanple, if the price range is $1,000 to $4,000, at some poi nt nost
of the physicians are covered 100 percent. Al aska regul ati ons say
t hat databases have to be updated every six nonths for the nost
recent charges. Fees for a service are not negotiated; fees are
pai d based on what nost physicians are charging for a service.

CHAI RMAN TAYLOR asked what happens if physician A charges $1, 000
for a certain procedure, the overall state average is $1,500, and
anot her physici an charges $2, 000.

M5. CAMPBELL replied the insurer would pay up to what ever the
rei mbursenent level is set at. For exanple, if there are 20 MRI's
rangi ng from$1,000 to $3,000 and the fee for 15 of the procedures
is under $1,800 and the reinbursenent level is set at $1, 800, "they
will pay up to the $1,800 or the $1,500." The insurer will pay up
to the average. Therefore, 80 or 90 percent of the billed charges
w Il be covered 100 percent.

CHAI RVAN TAYLOR asked what happens to the remai nder.

M5. CAVPBELL answered it will be "bal anced billed" - charged to the
insured - or it will be witten off because it is under contract
Wi th the insurance conpany that they agree not to bill beyond that
charge if they are under contract with the provider.

Number 2003

SENATOR THERRI AULT clarified that under contract they wll agree
not to charge what they normally would have, they will reduce the
charge or they will preserve their right to bill the patient for
t he extra anount.

Number 1950

M5. CAMPBELL said it is comon under contract with the providers
that they will not bill their patients beyond what is determned to
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be usual, customary and reasonable. |[If there is a contract with
the provider, the provider will not charge the excess to the
i nsur ed. O herwi se, the provider has the option to bill the
insured directly. This is how the insured market works in Al aska
because Al aska does not have HMOs or an organization that sets
f ees. This legislation is based on national |egislation where
there i s nore nanaged care.

Number 2003

SENATOR THERRI AULT asked for M. Canpbell's comments on limted
provi ders and whether this proposal will give Alaska the ability to
attract conpetition for insurance coverage.

M5. CAMPBELL responded that it is questionable as to whether or not
this legislation will draw conpetition to Alaska. The market in
Al aska is vul nerable because there is a |large federal and state
popul ation that is not insured, high fixed costs for operating, and
a small popul ation.

Nunber 2071

M5. CAMPBELL commented that DIi's primary concern with SB 37 is the
potential inpact on the consuner. Negotiations will result in
hi gher fees. Al studies on antitrust have projected sone | evel of
increase for health care. Even small increases in cost result in

nore uninsured. Small enployers are already struggling with | arge
costs of health care and nmany have been dropping coverage and
reduci ng benefits.

Nunmber 2176

MR. ED SN FFEN, Fair Business Practices Division (FBP) for the
Departnment of Law, said he is responsible for a lot of the state's
antitrust review and enforcenent, and he has submtted detailed
comments to the conmttee.

MR. SNI FFEN sai d FBP has sone | egal and policy concerns about SB

37. The policy concerns are whether or not there has been a
denonstrated need for this type of legislation. The |egal concerns
deal with the potential antitrust inpact the bill m ght have.

MR. SNIFFEN added that there is a national policy favoring
conpetition and di sfavoring negoti ated agreenents anong conpetitors
in a market place. The exception cones in the form of the state
action immunity doctrine. The doctrine says that conpetition can
be replaced with a well regul ated and thought out plan to suppl ant
what conpetition otherw se takes care of. In this particular case,
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FBP does not believe that SB 37, in its current form addresses
t hese concerns because there is no provision that allows for this
type of detailed and interactive state participation in the
negoti ati ons with physicians. FBP does not believe the FTC w ||
agree that SB 37 neets the state action immunity doctri ne.

MR. SNI FFEN said there is no provision that allows the AGs office
to review and approve the proposed negotiations in determ ning
whet her negotiations are within the authority of SB 37. SB 37 does
not require a third party representative to provide the AG with
detailed information for making any type of determ nation on the
price or cost that is being negotiated. SB 37 inposes substanti al
responsibility on the AGto review and approve negotiated contracts
only after a third party representative has submtted themw thin
30 days.

MR SNI FFEN said there are other provisions of the bill that do not
inplicate the | evel of state involvenent that will be required to
get around the state action imunity defense.

Nunber 2320

CHAI RMAN TAYLOR asked if FBP has prepared anendnents to overcone
these difficulties.

MR. SNI FFEN replied he did not know what anendnents coul d be nade
to overcone these concerns. It has been suggested that if there
were no price related provisions, SB 37 could be structured so that
nonprice ternms could be negotiated without antitrust infractions.
Nonprice ternms can have a significant inpact on price terns,
depending on what the terns are, what they require, and how
specific they get. Even if price terns were renoved there would
still be significant antitrust concerns.

CHAI RMAN TAYLOR asked if he has reviewed the Texas | aw.
SI DE B

MR SNl FFEN answered that he has not reviewed it in any detail, but
he understands that the Texas |aw deals with HMOs that are not in
Al aska. Texas is having sone difficulty inplenmenting regul ations
to carry out the |aw but he does not have any information on the
details.

MR. SNIFFEN said Washington law is |limted to nonprice terns
without the ability to negotiate for price terns. Washi ngt on
regul ations allow for significant involvenent with the Departnent
of Health. The regulations require certain protest procedures to
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occur for subm ssion of detailed information. There is an appeal
process where hearing officers take testinony. The state has a
detailed and active involvenent in the process.

CHAI RMAN TAYLOR asked if it was true that insurance conpanies do
not have to adhere to antitrust | aws.

MR SNI FFEN sai d that he does not knowif that is true as a genera

st at enent . He does know that there are sone exceptions in the
antitrust law for certain insurance entities that are regul ated by
the state. Under certain provisions of the Enploynent Retirenent
I ncone Security Act of 1974 (ERI SA), any state |law dealing with
enpl oyee benefits are preenpted by ERISA. He does not know if SB
37 woul d have sone of these problens as well. But there have been
sone judicial decisions that have narrowed the scope of those
limtations.

SENATOR CONDREY asked about the probl ens other states have had.

MR. SNl FFEN responded that his wunderstanding from the Texas
Assi stant Attorney Ceneral is that there have been problens in
drafting the regulations and they were not able to finish them as
soon as they wanted. He does not know if these problens were
i nsurnount abl e but they were nore than anticipated. He will find
out nore details on this and submt his findings to the commttee.

SENATOR CONDERY asked if the antitrust issue would not be the sane
in all states that have simlar | aws.

MR. SNIFFEN replied vyes, because this is a federal issue.
Washi ngton dealt with their | aw by excluding sone price terns and
provided for significant state involvenent. The jury is still out
on whether or not the Texas law will pass FTC nuster.

SENATOR CONDERY asked how | ong the Texas and Washi ngton | aws have
been in effect.

MR. SNI FFEN said the Texas | aw passed in late 1999 or early 2000
and Washington's |aw has been in effect since 1996.

SENATOR COWDERY commented that he would like to know how ot her
states have solved their antitrust problens.

CHAl RMAN TAYLOR read fromthe State Action Doctrine and asked if
this is the definition FBP is working wth:

In general, the state action doctrine states that the
antitrust actions do not apply to actions by a state

SENATE JUD COW TTEE -12- January 22, 2001



operating its sovereign capacity, or to private conduct
conpel l ed or approved by the state.

MR. SNI FFEN said that was the start of the definition but it has
been refined through a nunber of cases. The letter he sent to the
commttee contains a nunber of these cases. The U. S. Suprene
Court has defined and refined what the test is, which neans that
Al aska needs to undertake a |evel of involvenent that is very
active before it can supplant this type of conpetition to get
around the antitrust |aw

CHAI RVAN TAYLOR said he would like it if Al aska's physicians and
care providers had at |east sone opportunity to negotiate wth
| arge carriers. The commttee needs to know the level of state
intervention or action that nmust be in the legislation to get
wi thin the Parker Doctrine of acting within sovereign capacity or
approving the private conduct of others so that state or federal
antitrust |laws are not viol ated.

M5. LAURA SARCONE, Al aska Chapter of the Anerican College of Nurse
M dwi ves (ACACNM, said she is testifying in opposition to SB 37.
She read the follow ng statenent:

SB 37 will give broad antitrust imunity to negotiations
bet ween individuals, conpeting physicians, and health
benefit plans. This bill wll protect price fixing,

drive up health care costs, and | et physicians obstruct
opportunities for advanced nurse practitioners and nurse
m dw ves to participate as providers in health benefit
pl ans.

Advanced nurse practitioners are health care providers
who i ncrease access, inprove outcones, |ower costs, and
i ncrease satisfaction rates. Their scope of practice
under Al aska |aw recognizes the value of the services
they provide to the citizens of our vast and diverse
state.

SB 37 gives physicians |leverage to legally establish sone
of the nore onerous anticonpetitive practices such as
price fixing. Wile at the sane tinme elimnating options
for the public or individual providers to challenge such
conduct and practice. Consuners, enployers, and the
state and federal governnent as purchasers of health care
will be stripped of any renedy for higher prices. State
and federal antitrust |law enforcenent will be barred.
Physi ci ans can already form physician only individua
practice associations or |IPAs and negotiate as a group
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with health benefit plans.

SB 37 will allow physicians to formcartels and negoti ate
with health benefit plans. The special antitrust
protections afforded physicians by this bill are not
avai l abl e to any other self-enpl oyed professionals.

ACACNM believes the inmunity proposed in this bill is
unnecessary. Antitrust |aw already provides a renedy
agai nst anticonpetitive abuses by health benefit plans in
their dealings with health care providers. State and
federal laws and initiatives can address the practices of
heal th benefit plans. Permtting provider cartels wll
not solve problens it will only create new ones. This
bill will be particularly harnful to advanced nurse
practitioners and certified nurse m dw ves whose expanded
role in health care has often been opposed by physi ci ans.
Advanced nurse practitioners and certified nurse
m dw ves are health care providers who increase access,
i nprove outcones, |ower costs, and increase satisfaction
rates.

In 1998 over 1400 Al askan nothers chose a certified nurse
mdwife to attend the birth of their baby. That
represents 16.7 percent of all wvaginal births that
occurred in the state that year. It has been said that
this bill does not and cannot inpact other contractual
rel ati onshi ps such as one between an advanced nurse
practitioner and a health benefit plan. But | would |ike
to outline one scenario of what could happen. For
i nstance, after negotiating a behind closed door contract
with a group of physicians, a health benefit plan may
el ect not to renew or not to enter into a contract with

an advanced nurse practitioner. The advanced nurse
practitioner my believe that sonme aspect of the
physician contract has influenced this decision,

effectively serving as a restraint of trade. But under
SB 37, the advanced nurse practitioner has no recourse.
Al askans insured by that health plan have | ost the option
to choose nurse practitioner or nurse mdw fery care.

SB 37 legislates away inportant trade and practice
protections that advanced nurse practitioners and ot her
nonphysi cian providers currently enjoy. Some have
suggested that advanced nurse practitioners could create
their own bill, allowwing them to also negotiate
collectively wwth health benefit plans. The reality of
the health care market place is that health benefit plans
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must negotiate wth physicians. They need physicians in
order to conduct their business and offer a full range of
nmedi cal services. They do not need advanced nurse

practitioners in the sane way. Advanced nurse
practitioners wll never have the nmarket share or
bar gai ni ng power of physicians. W want to care for

patients and do business in the marketplace wth the
anti-trust laws protection. W do not need or want to be
protected fromantitrust |aws.

I n concl usi on, advanced nurse practitioners and certified
nurse mdw ves are health care providers who increase
access, inprove outcones, |ower costs, and increase
satisfaction rates. Consuners in Al aska want to choose
the health care provider who best neets their needs. SB
37 will both limt choice and increase costs and Al askans
deserve better than this.

CHAl RMAN TAYLOR asked if it is Ms. Sarcone's belief that insurance
conpani es are constrained by antitrust |aw.

M5. SARCONE replied that she said physicians can already form
i ndependent practice associations. They can negotiate through this
system Ms. Sarcone deferred to M. Sniffen on this question.

MR. SNl FFEN responded by saying that insurance conpanies are
constrai ned by sonme antitrust concerns but there are exenptions for
certain insurance conpanies that are regulated by the state. He
wWill furnish the commttee with a nore detailed answer at a |later
dat e.

CHAI RVAN TAYLOR comment ed that he thought insurance conpani es were

exenpt under state and federal |aw If they are constrained by
antitrust, what is to prevent Aetna and Blue Cross fromagreeing to
make their plans the sanme. |s there anything that would constrain

them from doi ng this?

MR. SNI FFEN replied that the McCarren-Ferguson Act says there is a
statutory exenption for certain types of insurance entities from
t he Sherman, d ayton and FTC Acts, which are the primary acts that
conprise the antitrust |aws. The activity that would otherw se
violate the antitrust law has to be part of the business of
i nsurance, authorized and regulated by the state. It will then be
i mune from attack. What m ght prevent insurance conpanies from
doing this could be state regulation, which has supplanted this
type of antitrust behavior.

MR JIM JORDAN, Executive Director for the Al aska State Mdica
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Associ ation (ASMA), said that ASMA has provided the commttee with
witten testinony. MR. JORDAN said he would like to respond to
sone of the earlier testinony and questi ons.

MR JORDAN said the language in SB 37 is nodel ed after the Anerican

Medi cal Association's (AMA) nodel |anguage, as is the Texas
| anguage. This |anguage has been "Al askanized.™ SB 37 also
includes provisions that are not in the AMA nodel. These

provi sions have to do with definitive areas the AGw Il reviewin
making a decision as to whether or not a particular negotiation
falls within the paraneters of the |aw

CHAI RVAN TAYLOR asked if ASMA has gone to the AGs office for
agr eenent .

MR. JORDAN replied that the issue with the AGs office is what
constitutes sufficient state oversight in order to qualify for the
state action exception. The |anguage dealing with the paraneters
in establishing what the levels of review are in regards to what
t hey should contain are taken from Pennsylvania's act, which is in

process. It was attenpting to provide a checklist of the itens
that will satisfy that standard. This will not preclude the FTC
from |l ooking at any negotiations that will take place in the
future.

CHAI RMAN TAYLOR asked himto conment on the testinony given by M.
Sar cone.

MR. JORDAN said the AG has the act of oversight that will | ook at
t hese questions. "In 25.30.20, sub I," one of the concerns was
dealing with access - dealing with protections for access to

quality patient care. There are protections in the oversight the
AG can give. There is a prohibition fromthe physicians, in their
activity involving negotiations, frominvolving thensel ves in any
activity that will involve a boycott.

CHAI RMAN TAYLOR reflected that a boycott would not be needed to
actually draw up a plan that favors physician deliveries over
mdw fe deliveries. It would not take a boycott, just an anmendnent
to the plan.

CHAI RMAN TAYLOR announced that SB 37 woul d be discussed again at a
| at er date.
#

#SB 21
SB 21- FI NES BY THE STATE MEDI CAL BOARD
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SENATOR DONALD OLSON, sponsor of SB 21, read the follow ng
statenent:

| introduced SB 21 to increase the nonetary sanction that
the state nedical board may i npose on a |licensee upon a
finding of a professional or ethical msconduct. The
bill increases the maxi numpenalty fromthe $10,000 |imt
that is currently in statute to $25, 000.

| feel the justification for SB 21 is twofold. First of

all, the maxi mum sancti on of $10, 000 does not provide a
sufficient nonetary deterrent, given the econonm c status
of many |icensees. Most often, the severity of the

penalty is in no manner equivalent to the danmage caused
in extrene cases of msconduct. Furthernore, the $10, 000
limt has not been changed since it was first enacted 14
years ago.

A second reason for SB 21 is the increasing costs that
the board is experiencing in its casel oad managenent of
m sconduct litigation and allegations. It is not unusual
for the costs of a m sconduct determ nation to exceed the
$10, 000 penalty limt. Since the activities of the board
are wholly supported by Ilicensure fees and fines,
increased costs of operation wusually translate into
license fee increases. SB 21 offers a second way to neet
i ncreasi ng casel oad costs. It expands the board's cost
recovery ability through increased fines. In practice
then, the financial burden for this regulatory activity
may be shifted from the general nenbership to the
wr ongdoers thensel ves.

Currently, the board has 188 cases that are open for
potential investigation and adjudi cation by the Division
of QOccupational Licensing. During cal endar year 2000,
130 new cases were opened and 133 closed. This effort
resulted in 35 disciplinary actions agai nst nedi cal board
| icensees. In fiscal year 2000, the costs of pursuing
m sconduct charges exceeded $160, 000.

M5. CATHERI NE REARDON, Director for the Division of Cccupationa
Li censing, Departnent of Community and Econom c Devel opnment (DCED),
said DCED and the nedical board support SB 21. SB 21 will give the
nmedi cal board options for appropriate sanctions and effective
deterrents for certain types of m sconduct.

SENATOR THERRI AULT asked what type of notice was put out to
i ndi vidual |icensed physicians that this was bei ng consi der ed.
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M5. REARDON answered that a notice was not nmailed to |icensed
hol ders. The nedi cal board net January 18th and 19th. It would
have been generally noticed that the neeting was going to take
pl ace. The neeting was schedul ed a nonth ago and SB 21 was not on
the list of topics at that tine.

SENATOR THERRI AULT asked for a list of all licensed physicians in
t he Fai rbanks area.

MS. REARDON agreed to furnish the list.

SENATOR THERRIAULT noved to pass SB 21 wth individua
reconmendati ons. There were no objections and it was so ordered.
#

CHAI RVAN TAYLOR adj ourned the neeting at 2:55 p. m
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