M NUTES
SENATE FI NANCE COW TTEE
February 23, 2004
10: 02 AM

TAPES

SFC-04 # 18, Side A
SFC 04 # 18, Side B

CALL TO ORDER

Co-Chair Gary W I ken convened the neeting at approximately 10:02
AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Ben Stevens

Al so Attendi ng: JANE ALBERTS, Staff to Senator Con Bunde and Ai de,
Senate Labor & Comrerce Conmttee; JACQEULING TUPQU, Staff to
Senator Lyda Green; JON SHERWOOD, Departnent of Health and Soci al
Servi ces; DAVE STANCLIFF, Staff to Senator Gene Therriault and
Ai de, Adm nistrative Regul ation Review Commttee; ANDY HEMENVAY,
Hearing Oficer, Procurenent & Longevity Bonus, Departnent of
Adm ni stration

Attending via Teleconference: From Anchorage: JOHANNA BALES,
Program Manager, Cigarette and Tobacco Products Excise Tax,
Depart ment of Revenue; From Ketchi kan: M KE ELERDI NG President,
Northern Sal es Conpany Al aska, Inc.; From an Ofnet Site: DAN
HOUGHTON, Representative, Al aska Regional Hospital

SUMVARY | NFORNMATI ON

SB 291- UNSTAMPED ClI GARETTES

The Comm ttee heard fromthe sponsor, the Departnment of Revenue and
the industry. The bill was reported from Conmttee.

SB 285- MEDI CAL ASSI STANCE COVERAGE

The Conmittee heard fromthe sponsor and the Departnent of Health
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and Social Services. The bill reported fromCommittee.
SB 203- OFFI CE OF ADM NI STRATI VE HEARI NGS

The Commttee heard testinony from the sponsor, Departnent of
Adm ni stration, and took public industry. The bill was held in
Commi ttee.

#sb291

SENATE BI LL NO. 291

"An Act extending the transition period for activities
i nvol ving unstanped cigarettes; and providing for an effective
date."

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

Co-Chair WIlken stated that the Senate Labor & Conmerce Conmittee
is the sponsor of this legislation which would extend the
transition period for the sale of unstanped cigarettes that were in
the State prior to January 1, 2004, from March 31, 2004 to June 30,
2004. He noted that this extension would provide dealers and
distributors an additional 90 days to dispose of unstanped
cigarettes.

JANE ALBERTS, Staff to Senator Con Bunde and Ai de, Senate Labor &
Commerce (L&) Commttee, explained that this bill is the result of
an "unforeseen and unexpected" situation relating to the adoption
of SB 168-Cl GARETTE SALE/ DI STRI BUTI ON during the 2003 Legi sl ative
session that required cigarettes for sale in the State to display a
tax stanp which "would indicate that a tax had i ndeed been paid on
the product."” She rem nded that SB 168 specified the date of March
31, 2004 as the deadline by which dealers and distributors nust
have di sposed of any unstanped inventory purchased prior to January
1, 2004. She noted that, at the tinme SB 168 was adopted, this
ti mefrane, based on the recent enactnent of simlar legislation in
Hawai i, had been considered anple tine for disposal. However, she
continued, the tobacco conpanies' "once liberal™ and | ong-standi ng
supplier returned goods policy was changed in the fall of 2003 to a
nore restrictive policy that "makes it al nost inpossible for the
dealers and distributors to return their cigarettes for ful

credit."” She noted that, had the tobacco conpanies' policy not
changed, the Departnment of Revenue could have issued credits for
previously taxed cigarettes and the retail ers and whol esal ers coul d
have repurchased cigarettes bearing the tax stanp. Therefore, she
stated, this legislation was devel oped to allow for the depletion
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of the previously purchased inventory. In addition, she shared that
the tobacco industry has been unresponsive to the Departnent of
Revenue' s request that their prior return policy be reinstated.

Ms. Alberts rem nded that SB 168 al so prohibits cigarettes from
being "l oss |l eader," or reduced price, itens. This restriction, she
stated, prevents dealers and distributors frombeing able to sel

t heir unstanped inventory nore quickly. Therefore, she noted, were
this legislation not adopted, the wunsold inventory would be
considered, as of March 31, 2004, as contraband and would be
subject to State seizure. She stated that this legislation is being
presented, at the recommendati on of the Departnent of Revenue, in
order to extend the deadline to June 30, 2004 in order to provide
dealers and distributors tine to sell their unstanped cigarette
inventory. She pointed out that the Menbers' packets contain
nunerous letters in support of the |egislation.

JOHANNA BALES, Program Manager, Cigarette and Tobacco Products
Exci se Tax, Departnment of Revenue, testified via tel econference
from Anchorage and expressed that the Department has received in
excess of 50 communications fromdistributors and retailers voicing
concern regarding this situation. She relayed that as a result of
the Departnent's efforts to discuss the situation with tobacco
manuf acturers, relief mght be forthcom ng to assist distributors
with the tax stanp situation. However, she noted, no renedy to
address the retailers' situation has been determ ned. She stated
that the Departnent supports this |egislation.

M KE ELERDI NG, President, Northern Sales Conpany Al aska, |Inc.
testified via teleconference from Ketchikan to voice that the
tobacco industry unani nously supports this legislation. He also
noted that he has submitted witten testinony, dated February 23,
2004, [copy on file] in support of this bill

Co-Chair Geen noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal note.

Senat or Bunde stated that people |like M. Elerding had assisted in
the original tax stanp |l egislation, and he assured that there was
no intent to have people like him"financially inconveni enced by
the process.” Continuing, he requested that the passage of this
bill be expedited.

Co-Chair WI ken concurred and noted that the current situation was
"uni ntended" and were the result of "the rules" being changed.

There being no objection, SB 291 was REPORTED from Conm ttee with
zero fiscal note #1, dated February 9, 2004, fromthe Departnent of
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Revenue.
#sbh285

SENATE BI LL NO. 285

"An Act relating to medical assistance coverage for targeted
case managenent services and for rehabilitative services
furnished or paid for by a school district on behalf of
certain children; and providing for an effective date."

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

Co-Chair WI ken explained that this |egislation would expand the
definition of the Departnment of Health and Social Services'
Targeted Case Managenent services as they relate to Medicaid
paynents. He noted that the proposed changes could result in a
general funds savings of $270, 000.

JACQUELI NE TUPQU, Staff to Senator Lyda Geen, the bill's sponsor,
specified that this bill would address two things: first, it would
expand the Departnent's authority to expand Targeted Case
Managenment Services beyond the currently specified three targeted
groups; and second, it would align the State's definition of
school - based rehabilitative services with the federal definition

These changes, she continued would allow the State to be reinbursed
for expenditures associated with those services.

Co-Chair Green reminded the Conmttee that separate |egislation has
been adopted that allowed school districts to be registered
Medi caid vendors. Continuing, she stated that in the process of
i npl ementing that |egislation, the Departnment of Health and Soci al
Services was informed by the federal program that one of its
definitions "was weak." This |legislation, she continued, would
strengthen that [unspecified] definition so that, in the future, "a
great deal of inconme" could be provided to school districts that
choose to participate.

Co-Chair WIlken stated that this legislation could generate
mllions of dollars.

Senator Bunde noted that a zero fiscal note acconpanies this
| egi sl ati on because the savings were calculated with the previously
adopted |l egislation. He declared that the programcould result in
the recei pt of several hundred mllion dollars.

Co-Chair WIlken recalled that the anmount woul d be approximately

SFC- 03 (4) 02/ 23/ 04



$4.5 million. He asked for confirmation that the federal noney in
gquestion would remain in the school districts' budgets rather than
being provided to the State.

Co-Chair Green stated that the funds would result in a net increase
to school districts' budgets. She specified that while the
Department of Health and Social Services and the Departnent of
Educati on and Early Devel opment woul d assist school districts in
the process, this legislation wuld strengthen the targeted case
managenent definition so that districts' could receive the federa
cooperati on.

JON SHERWOOD, Departnent of Health and Social Services, concurred
that the school-based services legislation would result in
approximately $4.5 mllion in new federal funding once the program
is fully operational. This |egislation, he continued, would resol ve
the problem with the Statute definition involving Targeted Case
Managenment to include additional targeted groups, which he
attested, would include groups al ready bei ng served.

Co-Chair WI ken asked when the corresponding State regul ations
woul d be conpl eted as, he pointed out, that is required before the
school districts could nove forward.

M. Sherwood understood that the regul ati ons shoul d be avail abl e by
the start of the upcom ng school year. However, he clarified that
not all school districts would be ready at that tinme as devel opnent
of program support such as billing systens, could take sone
districts additional tine. He also noted that federal approval of
the State plan is al so required.

Co-Chair WI ken asked for exanples of Targeted Case Managenent.

M. Sherwood exanpled that, in addition to the school based
services, other qualifying services include: famlies receiving
Fam |y and Preservation Services through the Ofice of Children's
Services; sone of the work conducted by public health nurses

people in the Infant Learning Program and sone of the people in
Juvenil e Justice who are in community placenent as opposed to being
housed in a State facility which would nmake them ineligible for
Medi cai d.

Co-Chair Geen noved to report SB 285 from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, SB 285 was REPORTED from Comrittee with

zero fiscal notes #1 and #2, dated January 28, 2004, from the
Department of Health and Social Services.
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#sb203

CS FOR SENATE BI LL NO. 203(JUD)

"An Act relating to admnistrative hearings, to hearing
officers, and to adm nistrative | aw judges; establishing the
office of admnistrative hearings and relating to that office;
and providing for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIlken stated that this bill, which is sponsored by the

Senate Rules Commttee by Request, would create an i ndependent
office of hearing officers, directed by a chief admnnistrative | aw
judge, within the Departnment of Admnistration. Therefore, he
continued, the admnistrative hearing officer would be renoved from
the affected State agency that wites, pronulgates, and enforces
regul ations. He noted that 25 other states have created simlar
of fices.

DAVE STANCLIFF, Staff to Senator Gene Therriault and Aide,
Adm ni strative Regulation Review Conmttee, opined that "it is
infrequent” that issues are presented that are good for
constituents, good for the Governnent, good for the Legislature,
and good for judicial practice. He stated that this bill is
"considered a good governnment bill and has garnered bipartisan
support throughout the country and so far here in the Al aska State
Legislature.” He noted that, to date, there has been no opposition
to the neasure. He declared that the prem se of the bill is that
"the people who challenge the | aws and rul es of governnent deserve
to have fair, inpartial, and efficient and professionally conducted
heari ngs when they do make those chall enges.” He shared that these
chall enges could originate from major corporations or from
i ndi vi dual s.

M. Stancliff pointed out that the idea "is to rebal ance the powers
of our three branches of governnent" as presently, he noted, the
Adm ni strative Branch "has legislative ability in its power to
wite rules that become |aw. " Furthernore, he attested, it has in
its power, an ability "that is normally reserved for the Judici al
Branch of governnent in that it has a formof captive judges within
the State adm nistration™ who are called hearing officers. He
specified that currently the State's hearing officer functions are
scattered throughout the State and are conprised of people who have
a variety of backgrounds, some with legal training and sonme with
none. In addition, he noted that sone hearing officers work full
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time, sonme part time, and that a variety of pay ranges are offered,
But, he expl ai ned, what makes this system"worthy of refornf is the
fact that "they work for the agency that signs their paycheck;
gather at the water cooler; and play golf on the weekends." He
stated that, "it has been discovered throughout the country" that
it is disconcerting to those challenging "a regulation or a rule of
| aw and di scover that the person who is going to sit in judgnent of
their appeal actually works for the agency they are challenging."”

M. Stancliff stated that, in addition to being supported by Senate
President, Senator Gene Therriault, this legislation is supported
by Governor Frank Murkowski and M ke MIler, the Conmm ssioner of
the Departnent of Adm nistration. Continuing, he asserted that in
order "to work for Alaska,” this legislation nust mnimze
di sruptions as the change occurs.

M. Stancliff specified that the major change resulting fromthe
| egi sl ati on woul d be the creation of a central nodel, independent
hearing office, in which the hearing officers would be re-titled
Adm ni strative Law Judges. The Adm nistrative Law Judges woul d
report, he continued, to a Chief Adm nistrative Law Judge (Chi ef
ALJ) who would establish standards of conduct, simlar to the
State's judicial systemcode of conduct. He stated that the Chief
ALJ's standard of conduct would have as its "primary goals,"” good
due process, high levels of adjudication, and an efficient system

M. Stancliff specified "that once the upfront transition costs are
in place" and the nodel becones operational, governnent agencies
could avail thenselves to it. Furthernore, he commented that rather
than hearing officers working part tine, the systemwould have full
time hearing officers, and instead of having hearing officers
specializing in one field, the hearing officers would be cross-
trai ned. These changes, he opined, would allow the hearing office
to becone a very efficient unit of State governnent. He stated that
the fiscal savings would be better defined once the fiscal notes
are devel oped.

M. Stancliff stated that one of the "residual" effects of this
reformwoul d be "that when you have high |l evels of adjudication,”
t he peopl e who conceive, wite and enforce the regul ations "start
doing their job differently because they no |onger have in-house
hearing officers inclined to protect what they wite and what they
enforce." He stated therefore, that businesses that have been tied
up in the regulatory process for up to ten years or nore could
actually get through the adm nistrative process quicker, get a
resolution, "and decide whether they want to take their case to
court or not." Additionally, he stated that the entire system both
i nside and outside the nodel, would start "to behave differently,"
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because a new | evel of expertise would be required.

M. Stancliff explained that the new process would create a new
nodel that would absorb the hearing officers currently existing
W t hin agencies, would serve to curb expense, would keep the nodel
flexible so that it could continue to wrk wth other
Adm nistrative Procedure Act (APA) hearing functions in the State;
and, "and nost inportantly,” would provide the Chief ALJ with the
ability to have Statew de oversi ght whenever there is a conpl aint
filed or a problemarises outside the nodel. He infornmed that the
Chief ALJ would report to the Legislature on an annual basis and
di scuss issues that nust be addressed. Furthernore, he noted that
the Legislature would be able to include individuals in the hearing
process if so desired.

M. Stancliff pointed out that sone states have established nodels
that "have "worked well to an extent, but has been problematic" in
that the rulings are not allowed to be challenged. The nodel
proposed in this legislation, he continued, would allow State
conmmi ssioners to overturn a decision based upon sound rather than
"arbitrary reasons.” He expanded that the Comm ssioner would be
required to review the record and evi dence "and put the reasons for
overturning the ruling into witing."

M. Stancliff declared that constituents have found the current
adm ni strative hearing nodel "very difficult to exhaust” in that
"it is alnost inpossible to get beyond the admnistrative systemin
the State of Alaska if the adm nistrative system does not w sh you
to get beyond it." He contended therefore that, "it is very
difficult to get your case before the courts.” Continuing, he noted
that "what is even nore damaging to small entrepreneurs and
busi ness people is that the first tine they confer with an attorney
or anyone who is famliar with the State system the advise is that
"unl ess you have about five years of tine and a |lot of noney to
invest," you may want to consider whether to challenge the ruling
or regulation. He stated that this situation, conbined with the
desire to rebal ance power, has been the driving force for this
| egi slation. He stated "that a bundle of horror stories"” could have
been presented relating to previous adm nistrative actions.

M. Stancliff contended that the nodel being presented in this bill

is a nodel that is being reviewed by nunmerous other states, as it
is a hybrid of many nodels. He requested that further changes to
this legislation be nade either in the formof amendnents or a new
commttee substitute. He noted that sone of the acconpanying fisca

notes "aren't exactly correct yet," as sone of the departnents have
devel oped fiscal notes based on incorrect "assunptions" about what
this legislation would or would not do. Therefore, he requested
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that the fiscal notes be reviewed during future hearings on the
bill.

Co-Chair W1l ken asked for a review of the changes nade in the
Judiciary Commttee's version of the bill

M. Stancliff explained that the Departnment of Law had requested
each departnent affected by this legislation to determine how this
bill would affect current procedures and to identify any area that
m ght be problematic. One issue that was raised, he noted, involved
jurisdictional conflicts between those hearings operating under APA
law and those operating separate from the APA requirenent.
Therefore, he continued, "the Judiciary Commttee addressed those
nmechani cal changes that woul d make this new nodel and the authority
within it nore user friendly for this Admnistration to put into
affect.” O her concerns addressed in the Judiciary Conmttee
version of the bill, he continued, was how to provide the Chief ALJ
with the ability to allow an agency who needs a high |evel of
expertise "to cone in and sit at the hearings," as well as how "to
al | ow agenci es who are not swept into the nodel" to use the node

if they so choose. He pointed out that a conponent that 1is
garnering support on the national level is the fact that the State
has allowed its comm ssioners to voice their support of using the
Central nodel, and he continued, the conm ssioners voiced support
for allowwng the Central nodel ruling be final rather than
requiring the commssioners to weigh in on the decision.
Furthernore, he noted, even though the Central Mdel's Chief ALJ
m ght have jurisdiction over an agency, a well-functioning,
exi sting hearing office could be allowed, after review, to continue
what its been doing.

Co-Chair WIken agreed with M. Stancliff's comments that the
fiscal notes should be further reviewed as the fiscal notes "do not
jive" with the legislation's intent of being a consolidating bill.

Co-Chair WIken inquired as to whether the average cost of
conducting a hearing is $10,000 or $100, 000.

M. Stancliff responded that one of the determ ning factors would
be the length of tine that the Adm nistration "holds on to the
issue before it." He informed the Commttee that neither the
heari ng expenses nor the affect of the hearings on the public
sector are tracked. He stated that not only is the State unable to
ascertain how many contract hearing officers are being used, it is
al so unable to ascertain the length of time required for themto
conduct their business. He stated that this information is being
sought, and if it were determned to be an accurate reflection, the
i nformati on would be supplied to the Conmttee. He pointed out that
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one thing that could save the State noney is that the Legislature
woul d be provided an annual review of the nodel, which could
include a public survey. He noted that because the Central Mdel is
funded separately from other agencies, the Legislature would be
able to get a good idea of what is being provided by the funding.

M. Stancliff shared know edge of a situation in which the existing
nodel addressed a case for nore than five years and, as a result,
caused the affected business to go bankrupt. In other cases, he
shared, delays regarding actions in which the State was found
liable for mllions of dollars have not only tied up State enpl oyee
time, but are accruing liabilities which the State would eventually
be required to pay, perhaps with interest. He stressed that it is
not in the best interest of the State "to stall"” through the
adm ni strative process. In sunmary, he stated that he woul d attenpt
to devel op costs and tine scenari os.

Senat or Bunde asked whether there are any State divisions that
woul d be exenpt fromthis bill

M. Stancliff responded yes. He shared that the origina
jurisdiction list was quite extensive and was projected to incur
nore expensive startup costs than could be supported. Therefore, he
continued, the list has been pared down on three separate
occasions. He explained that as currently proposed, approximtely
15 percent of hearing officers would be included in the new nodel.
However, he stated, all hearing officers would "be affected by the
general reforns that occur in the bill."

Senat or Bunde inquired as to which of the plans in the "I ndependent
Adm nistrative Hearings Through a Central Panel , | nf or mal
Legislative Brief" provided by Senator Therriault, [copy on file]
has been chosen for this legislation's Central Panel nodel.

M. Stancliff responded that the plan that is being proposed woul d
involve "the building of a small nodel, put into it the
jurisdictions that you could afford to put in, give the nodel the
ability to render a decision that's final if the Conm ssioner does
not act within 30 days, and if it is going to be overturned,"”
mandate that it be based on good reasons. Continuing, he noted that
the Chief ALJ nust be provided the ability to come "to the
Legi slature and the Adm nistration and the attorney general and say
here's what's broken, here's what needs to be fixed, here's how the
APA needs to be anended to resolve sonme of the problens that are
occurring with hearing officers.” So, he concluded, that the plan
bei ng proposed is a "hybrid" consisting of many plans, wthout the
final authority, and enconpassing in a select nunber of people as
aut hori zed by the Adm nistration.
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Senat or Bunde understood, therefore, that a hybrid of the various
plans is being presented rather than a single plan being
consi der ed.

M. Stancliff concurred.

Senator B. Stevens understood that while the bill would affect all
State agencies, not all of themwould be under the jurisdiction of
the new Central Panel hearing procedure. However, he questioned
whether the bill's language in Section 3, Subsection Sec.
44.21.550. Code of hearing officer conduct. |ocated on page eight,
lines 6-10 indicates otherwise as it appears to state that "the
Chi ef Admi nistrative Law Judge has maxi mum control over all other
hearing officers, even though they are not under the jurisdiction
of the agency." This | anguage reads as foll ows.

..The code shall apply to the chief adm nistrative |aw judge,
adm ni strative | aw judges of the office, and hearing officers
of each ot her agency.

M. Stancliff stated that, "this has been the nost difficult point
to resolve." He pondered how nuch authority should be given to the
Chief ALJ as were that person "given too nuch, the agencies get
very nervous." He noted that |anguage to the affect of "to the
maxi num extent possible, wthout conflicting with applicable

statutes" has been included in the bill to raise the confort |evel
of agencies and to "sufficiently” assure the agencies that were
they doing their jobs well, that they could continue to do them

wi t hout the Chief ALJ saying "hey, its ny domain, |I'mtaking over
now, step aside."

Senator B. Stevens reiterated that the question is whether the
Chi ef ALJ woul d have jurisdiction over agencies that are not |isted
in Section 3 of the bill.

M. Stancliff stated that the | anguage "does say that."

Senator B. Stevens asked the reason for this |anguage being
i ncl uded.

ANDY HEMENWAY, Hearing O ficer, Procurenment & Longevity Bonus,
Department of Adm nistration, noted that M. Stancliff m ght have
m sspoken in regards to this issue. He qualified that "the hearings
that are mandatorially within the jurisdiction of the Central
Panel, the Chief Admnistrative Law Judge would be able to issue
regul ati ons governing the conduct of those hearings."” Continuing,
he stated that this section would not apply to "other agencies that

SFC- 03 (11) 02/ 23/ 04



are not within the mandatory jurisdictions.”

Senator B. Stevens clarified therefore, that this section woul d not
apply to those not within the mandatory jurisdictions.

M . Hemenway concurred.

M. Henmenway noted that the applicable |anguage in the bill is
| ocated in Sec. 3, subsection Sec. 44.21.560, on page seven, line
31 through page eight, line 2 that reads as foll ows.
Sec. 44.21.560. Procedure for hearings. (a) The chief
adm nistrative law judge shall, by regulation, establish
procedures for admnistrative hearings conducted by the
of fice...

M. Stancliff apol ogi zed as he had m sunderstood the question.

M. Henenway continued that the specific answer to the question is
included in the aforenenti oned Section 44.21.560 as foll ows.

..However, to the extent regul ati ons adopted by an agency for
the conduct of an admnistrative hearing conflict wth
regul ati ons adopted by the chief admnistrative |aw judge
under this subsection, the regulation adopted by the chief
adm nistrative law judge control to the naxinmm extend
possi ble without conflicting with applicable statures.

In other words, M. Henenway continued, the Chief ALJ's regul ations
woul d supercede regul ations of the hearings within the jurisdiction
of the agencies that the Chief ALJ mght adopt to govern.
Continuing, he clarified that the Chief ALJ's regul ations woul d not
af fect any agency's on-goi ng proceedi ngs or hearing functions that
are not included in the Central Panel. However, he noted that an
agency that is not included in the Central Panel could voluntarily
elect to send a case to the Central Panel, and that, as part of
their request, the agency or the Chief ALJ could specify that for
cases being referred, that agency's regul ati ons woul d be used.

M. Stancliff added that the Chief ALJ would be able "to receive
i nput from peopl e outside the process who m ght be having probl ens
wi th people outside the process and make recomendations to the
Adm nistration and to the Legislature as to how to resol ve those
probl ens."” He asserted that the Chief ALJ would be "enpowered with
a great deal of authority" wthin the Central Panel nodel.
Furthernore, he continued, the Central Panel's nodel' would create
a new at nosphere of how hearings are conducted and hel d outsi de of
the nodel. He stated that this point of balance proved the nost
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difficult to resolve within the Adm ni stration

Senator B. Stevens asked for confirmation that the Chief ALJ's
procedures woul d supercede admi ni strative hearing regul ations that
an agency mght currently have in pl ace.

M. Stancliff responded that this would be true for those agencies
that are included in the nodel. He reiterated that those agencies
not jurisdictionally included in the nodel would not be subject to
the Chief ALJ's new procedures and regulations. He stated that this
was the conprom se.

Senator B. Stevens understood therefore that the agencies not
specifically included in the Central Panel would not be subject to
the Chief ALJ's regul ations and procedures.

M. Hemenway stated that the |ist of agencies included in Sec. 3,
subsection Sec. 44.21.530. Jurisdiction of the office, |ocated on
page four and five of the bill, would be subject to the
jurisdiction of the Central Panel and the regulations and
procedures as determ ned by the Chief ALJ.

Senator B. Stevens asked for confirmation that the agencies not
listed in that section would not be required to report to the
Central Panel.

M . Henenway concurred.

Co-Chair WIken noted that Sec. 2, subsection (c), on page 2, line
21 specifies that the Chief ALJ could not serve in that capacity
for nore than three five-year terns.

M. Stancliff comrented that upon review of several other states

nodels, it was determned that "institutionalizing the judges
within the Admnistrative systenf mght not serve the best
interests of the nodel. Therefore, he shared, that this term
tinmeframe was a conproni se "between two schools of thought,” in
that sone states specified eight-year terns and others "forever."

M. Stancliff pointed out that "this new nodel is pretty much
insulated from Legislative" and Adm nistrative influence, and he
noted that this new nodel is supported by people within the hearing
officer community as well as those who have retired from the
system as it is felt that people cannot perform their job well
when under duress or threat. Therefore, he continued, once a code
i s devel oped, and the hearing officers are protected and treated
"l'tke true judicialists,” then high |evels of adjudication would
fol | ow.
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Co-Chair W/I ken asked whether the Chief ALJ could be re-appointed
after the specified 15-year term

M. Stancliff responded that while this is not specifically
addressed in the |egislation, he understood the answer to be no.

Senat or Bunde suspected that, in the future, the nodel would
expand, and that agencies could be influenced by it even were they
not directly controlled by it.

M. Stancliff responded that those agencies not desiring to be
"sweep into the nodel by the Legislation nust do a better job
outside the Mddel." In addition, he noted, agencies m ght conme to
the realization that the nodel "is working very well" and choose to
be included in it.

DAN HOUGHTON, Representative, Al aska Regional Hospital, testified
via teleconference froman offnet site and shared the hospital's
experience regarding the hospital's appeal, in 1994, pertaining to
the official rate settings established for the years 1991, 1992,
and 1993 year-ends. He noted that due to a nunber of different
i ssues, a hearing officer was unavailable for approximtely two
years, and the appeal was not heard until March 1997. Conti nui ng,
he stated that, in May 2000, the hearing officer issued a favorable
decision in favor of the hospital that involved approxi mately four
mllion dollars. He continued that in June 2000, the decision was
turned over to the Departnent of Health and Social Services, and
the Conm ssioner at the tine, issued a decision that reversed the
majority of the hearing officer's decision. At the point, he noted,
the hospital appealed in April 2001, to the State's Superior Court,
i ssued its decision in January 2003.
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M . Houghton stated that the Superior Court ruling in favor of the
hospital was then submitted to Departnent of Health and Soci al
Servi ces Conm ssioner, Joel G lbertson, for action, and, he
continued, in March 2003, he re-manned the Superior Court decision
back to the hearing officer for further ruling or action.
Unfortunately, he continued, the hearing officer who had previously
wor ked on the issue was unavail able for health reasons, and the
oral argunents were again postponed and have, to date, not been
heard. Therefore, he summari zed that eight years after the initial
heari ng, the hospital is still "battling”" through this
adm ni strative process.
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M. Houghton voiced support for SB 203, as the hospital's
experience attests to the fact that "a |arger pool of hearing
officers" should be available to address the nultitude of
prof essional issues that mght arise rather than hearings being
del ayed as the result of one hearing officer being famliar with an
i ssue.

Co-Chair WIlken stated that the bill would be HELD in Conmttee to
allow for further review and devel opnent of fiscal notes.
#

ADJ QURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10:53 AM
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