HOUSE FI NANCE COWM TTEE
April 7, 2006
9:15 a. m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 9:15:19 AM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representati ve Ri chard Foster
Representati ve M ke Hawker

Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Beth Kerttul a
Representative Carl Moses

Representati ve Bruce Weyhrauch

MEMBERS ABSENT

Representative Jim Hol m

ALSO PRESENT

Representative Peggy WIson; M ke  Paw owski , Staff,
Representative Kevin Myer; Linda Hall, Division of
| nsurance, Departnment of Commerce, Community and Econom c
Devel opnent; Paul Lisankie, Director, D vision of Wrkers’
Conpensati on, Departnent of Labor and Wbrkforce Devel opnent;
John G umet, Al aska |Independent Agents and Brokers of
Al aska; Rod Betit, President, Al aska State Hospital and
Nur si ng Home Associ ati on ( ASHNHA)

PRESENT VI A TELECONFERENCE

Robert Vogel, Pro G oup Managenent; Ray Hickel, President,
Anchorage Honebuilders Associ ation; Ri chard Cattanach,
Associ ation of General Contractors; Kenton Brice, Property
Casual ty Insurance Association of Anerica; Rebecca Logan,
Associ ation of Builders and Contractors of Al aska; Kathleen
Gettys, President, Resident Hospital Nurses Bargaining Unit,

Anchor age; M ke Al exander, Nur se, Anchor age; D anne
O Connell, Al aska MNurses Association; Ron Attler, API,
Anchor age

SUVMVARY

HB 51 "An Act relating to permtting enployers in the

same trade to form joint insurance arrangenents
for self-insured workers' conpensation coverage."
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CS SSHB 51 (FIN) was heard and HELD in Committee
for further consideration.

HB 271 "An Act relating to limtations on overtime for
registered nurses in health care facilities; and
providing for an effective date."

CSHB 271 (HES) was heard and HELD in Conmttee for
further consideration.

HB 362 "An Act increasing the base student allocation
used in the fornula for state financing of public
education; and providing for an effective date."
HB 362 was POSTPONED until 1:30 pm

9:15:38 AM

HOUSE BILL NO. 51

"An Act relating to permtting enployers in the sane
trade to form joint insurance arrangenents for self-
i nsured workers' conpensation coverage."

Co-Chair Chenault MOVED to ADOPT the work draft to HB 51,
| abel ed 24-LS0233\C, Bailey, 4/4/06. There being NO
OBJECTION, it was so ordered.

M KE PAW.OASKI, STAFF, REPRESENTATIVE KEVIN MEYER, related
that in the state of Alaska, a single enployer can self-
insure their workers, conpensation obligations if they have
at least 100 enployees and a net worth of $5 mllion.
Twenty-six percent of Alaska’s enployees work for an
enpl oyer that self-insures their workers’ conpensation
obl i gati ons. CSSSHB 51 will allow a group of businesses,
that bind thenselves together through joint and several
ltability and in the aggregate neet the requirenents a
single enployer nust, to self-insure their workers’
conpensati on obli gations.

M. Pawl owski reported that 37 states allow small groups to
form to self-insure and each state takes a different
appr oach.

M. Pawl owski referred to a handout (copy on file) that
conpares the requirenments of a single self-insured enpl oyer
to a group self-insured. In Alaska a single self-insured
enpl oyer is regulated by the Departnent of Labor. Under HB
51, it would be a blend of regulations from the Departnent
of Labor and the Division of Insurance. Both would have to
meet the m nimum of 100 enpl oyees before they can be granted
a certificate. The net-worth requirenents are the sane,
al though there is a pending anmendnent that would raise the
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[imts for single self-insured. He noted the intent of the
sponsor for a level playing field.

M. Paw owski addressed requirenments of single self-insured
enpl oyers and group self-insured: nunber of enployees, net
worth, mninmum assessnent, liability, excess or reinsurance,
surety bond, guarantee fund, and prem umt axes.

9:22:17 AM

M. Paw owski noted that in nenbers’ packets are nore than a
dozen letters of support from small businesses and trade
groups expressing their support for HB 51. A self-insured
group is not an answer for everyone, but it should be an
option. Al aska has the second hi ghest workers’ conpensation
rates in the country and this body has done a lot to try to
address the issue. HB 51 does nothing to deal with the
system — what it does is give businesses another way to pay
for the cost.

Co- Chair Meyer commented that the bill was initiated at the
request of a nunber of small businesses. M. Paw owski
listed the agencies in support of the bill: Anchorage Hone
Bui l ders Association, the Alaska State Hone Builders
Associ ation, the Associated Builders and Contractors, the
Associ ated Ceneral Contractors of Alaska, the Al aska
Trucki ng Association, Remax of Eagle River, the Anchorage
Board of Realtors, Northern Trust Real Estate I|ncorporated,
the National Electrical Contractors Association, Anchorage
Char, the State Chanber of Commerce, the Anchorage Chanber
of Conmerce, and Spenali Hones.

Co-Chair Meyer requested that M. Pawl owski relate the

evolution of the bill. M. Pawl owski explained that the
bill began as a vehicle for self-insurance. It devel oped
into a larger bill because of financial oversights of these
groups.

9:25:35 AM

M . Pawl owsKki referred to a chart, “How  \Workers’
Conpensation Clainms Are Paid” (copy on file). He went
t hrough the steps depicted in the handout. The CS provides

financial oversight structures to give the director of the
Division of Insurance the ability to oversee these snall
gr oups.

9:27:43 AM

Representative Weyhrauch noted that all of the letters of
support say the sane thing. M. Paw owski thought it was
t he Anchorage Home Buil ders that organized the letters.
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Representative Wyhrauch asked about Section 1 where the
Director of Insurance can issue a self-insurance certificate
to associations only if they file applications that
denonstrate that the enployers have a tangible net worth of
at least $5 million in the aggregate. He wondered about the
definition of net worth. M. Pawl owski deferred to the
Di vision of |nsurance.

Representative Kelly noted the anmendnents and asked if they
are included in the new CS. Co-Chair Meyer said they are
not included. Representative Kelly asked that the sponsors
state an opinion on the anendnments. M. Pawl owski responded
that the anmendnents were not put into the CS in order that
t hey coul d be di scussed.

9:30: 54 AM

LI NDA HALL, DIVISION OF | NSURANCE, DEPARTMENT OF COMVERCE
COMVUNI TY AND ECONOM C DEVELOPMENT, commented that it is a
public policy decision. She testified in opposition to the
bill. She stated appreciation of the work done on the bill.

Ms. Hall spoke to financial oversight. The basic principle
of insurance regulation is financial oversight to ensure
that clainms get paid. The CS does include far nore detail ed
requirements than prior versions, but she voiced concerns

about the adequacy of the requirenments in the bill. She
addressed tangible net worth, which has no definition, and
does not require any liquidity. | nsurance regul ation

requires certain types of assets. The quality of the assets
is the primary regul atory oversight.

Ms. Hall rmaintained that the $5 million aggregate is too
| ow. She reported that standardized financial statenents
need to be filed and reviewed by the Division of |nsurance.
| nsurance financi al oversight is based on Statutory
Accounting not GAAP. | nvestnents are highly regulated -
NAI C even has an entire office dedicated to the valuation of
securities.

9:34: 22 AM

Ms. Hall spoke of the section regarding insufficient assets
and the circunstances in which an association is considered
insolvent. She said there is no follow up and no provision
for receivership or wap-up of the affairs.

Ms. Hall referred to a section that deals with the retention
of security deposits in the event of termnation. She
mai ntained that 36 nonths is not enough tine. Wrkers’
conpensation clainms can take 20 years or nore to close. She
suggested it would be nore appropriate to conditionally
release a deposit wupon termnation of liabilities as
determ ned by actuarial analysis.
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Ms. Hall noted that the regulatory authority to penalize for
viol ations has been added to the bill. It is limted to
$100, 000. She gave an exanples both nationally and locally
of major settlenents to resolve allegations of deceptive
accounting practices. She maintained that there are
substanti al deficiencies and there has to be an ability of a
regul ator to have penalties to enforce statutory provisions.

Ms. Hall addressed another area of concern in HB 51,
regul atory oversight. Chapter 36 of the Insurance Title
provides the statutes controlling trade practices and
frauds. It includes such things as oversight of marketing,
m srepresentation and fal se adverti sing, unfair
discrimnation, and wunfair clains settlenment practices.
None of these provisions would be allowed in the oversight
of the self-insured group associations. The bill
specifically provides that no other insurance | aw can apply.

9:37: 24 AM

Ms. Hall noted that the CS also provides for a third-party
adm nistrator to admnister clains. Today, the Division of
| nsur ance i censes adj usters who handl e wor ker s
conpensation clains. Title 23 provides that an individua
self-insured enployer may have either their own staff
approved by the Departnment of Labor or independent |icensed
third parties to adjust clains. She explained that third
party administrators are not allowed to adjust workers’
conpensation clainms or property casualty clains. The bil
does not require licensing of third-party adm nistrators and
therefore would not provide any oversight of the clains
handl i ng practi ces.

Ms. Hall reported that today the Division of Insurance (DO)
is performng a market conduct review of a clains adjusting
conpany after receiving conplaints from injured workers

about the handling of their clains. This bill would not
allow for that type of authority if clains adjustors are not
I i censed. There is no conplaint process and no

accountability for the handling of clains.

9: 38: 46 AM

Ms. Hall spoke to the issue of fiscal inpact. She addressed
fees for those regulated. The DO operates as a receipts-
based entity as fees are charged to those regulated to cover

the costs of that regulation. |In general, a fee is required
upon application for authority to operate, and then renewal
fees are collected. These are in addition to the

exam nation costs. There is no provision for renewal fees
to provide revenue for oversight.
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Ms. Hall explained the premumtax issue. Once there is no
| onger prem um collected on insurance policies, there wll

be a loss of revenue to the general fund. In 2004 the
prem um tax was the second | argest source of revenue to the
gener al fund. The 2004 premum tax for workers’
conpensation al one was approxinmately $8.1 mllion. |f these

groups were to expand, it is not unrealistic to estimte
that 25 percent of the current premum would no |onger
provi de taxes to the general fund for a revenue | oss of over
$2 million. The bill does nake provision for paynent to the
Division of W rkers' Conpensation on the sane basis as
i ndi vidual self-insureds, but represents a loss to the
general fund.

Ms. Hall related that there are provisions in other states

that allow self-insured associations. Both Nevada and
Oregon have significant provisions that are mssing in this
bill. There are provisions to access other self-insured

associ ations in cases of insolvency, provisions for excess
i nsurance, for working capital requirenents, for inproving
accident prevention, and for disclosure for enployers
joining self-insured groups.

9:41: 31 AM

Ms. Hall addressed Al aska statute AS 21.75, which provides
for the formation of reciprocal insurers. It allows the
formation of a regulated entity to provide various |ines of
i nsurance for the nmenbers of the reciprocals. It requires
$1.5 million in capital and surplus for an entity to provide
coverage for workers’ conpensation clains. She opined that
that anount is not at all far-reaching. Reciprocal insurers
are regulated in nmuch the sanme way as a traditional insurer,
which is intended to protect the public. The Ti nber
Exchange and Al aska Rural Energy Authority (ARECA) are
exanples of trade groups that are operating successfully.
She maintained that a different vehicle is not needed
because the reciprocal, as provided in Al aska statute, is a
viable entity for trade associations to form their own
pr ogr ans.

Ms. Hall concluded that she is pleased to see the efforts to
include nore accountability in the CS. She continued to
have serious reservations about the viability of these smal

plans when the down side potential of there not being
sufficient nonies to pay the clains of injured workers
exi sts. She expressed synpathy about the high costs of
wor kers’ conpensation insurance today. Many are |ooking for
| ess expensive ways to provide the mandatory coverage. As
long as the benefit system continues to be expensive, the
cost of providing benefits will not change regardl ess of the
source of paynents. She referred to a California study,
whi ch showed reforns that reduced insurance rates by 46
percent from July 1, 2003, to January 2, 2006. Al aska’ s
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system costs continue to escalate. Just changing the entity
paying for the systemw || not change the cost.

Ms. Hall urged nenbers to carefully consider the possible
effects of this legislation. An Al askan trade group crafted
this bill with great care, tine, and expense in an attenpt
to find a viable alternative and remain responsible. The
bill, however, would apply to any group that decides to
participate and mght not have the sane principals of
accountability, but would nmerely be looking for a way to
skinmp on workers’ conpensation costs. As we research self-
insured groups in other states, it appears that what began
as trade association groups wth comon interests have
nor phed into sonme very broad groupings of substantially

unrelated types of risks. In New York, while certainly
having a far greater population base, there are 63 such
sel f-insured trusts. There is a potential for a large

nunber of groups in Alaska so adequate protections need to
be in place from possible inpacts down the road on the

overall 1insurance market place. Spreading the risk to a
smal | er group woul d i npact groups that are left. She voiced
concern that the bill does not contain protections for the

work force

9:46: 41 AM

Co-Chair Meyer noted that the bottom line is that DOC has
the final say in self-insurance certificates. He nentioned
that there is no fiscal note. Ms. Hall stated that she has
submtted an i ndeterm nate fiscal note.

Representative Wyhrauch asked if the required “reserves”
could be cash. M. Hall replied that the insurance conpany
would be required to have cash and approved investnent
vehicles for reserves. Representative Wyhrauch asked about
the reference on page 4 to “tangible net worth of at | east
$5 mllion”. He asked if Ms. Hall said that $5 mllion is
not adequate. Ms. Hall replied that it is not adequate

because there is no liquidity requirenent. Representati ve
Weyhrauch asked if any entity has a bond greater than, or
equal to, $5 mllion on deposit. Ms. Hall replied that
there are no bonds at all today. There are deposits, but
they are not in that anount. I ndi vi dual financi al
statenments are anal yzed for adequacy; there is no deposit of
that amount. She addressed solvency bonds and bond

underwiters. She did not know if the bond requirenent was
f easi bl e.

9:51: 23 AM

PAUL LI SANKIE, DI RECTOR, DI VISION OF WORKERS' COVPENSATI ON
DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT, spoke of the
regul ati on requirenent, not statute, regarding self-insurers
and security bonds. Recently, the Division required an
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entity to post security because, in the single self-insurer
program the financial ability to pay is scrutinized. He
spoke to net worth provisions in the current self-insurer
pr ogr am He discovered that the regulations were 23 years

ol d. If $5 million applied in 1984, it would need to be
inflated today. He suggested a $10 million m ninum The
statute does not require a bond for security, but the
regul ations do address that issue. Wien a securing is

required of a single entity self-insurer, the mninmm in
regul ations is $300,000 and it should be raised to $600, 000
in the near future.

9: 55: 32 AM

M. Lisankie addressed excess insurance requirenments, which
regul ati ons mandat e. He said there are 31 single entities
that are currently authorized to self-insure their workers

conpensation liability. Their average net worth in 2006 was

$4.9 billion. The seven snallest have an average net worth
of $55.6 nmillion. Net value is not an indicator of
financial responsibility. The smallest entity is a

regulated public utility, which is publicly traded, wth
transparency requirenments, and with capitalization of $250
mllion. Although it is true that self-insurers operate
under a statute that nentions $5 mllion as net worth, there
are not many in Al aska.

9: 58: 00 AM

Representative Wyhrauch inquired if excess insurance is
required by regul ation and not by statute. M. Lisanke said
that is correct. Representative Wyhrauch asked if the
regul ations are authorized by the legislature to require
excess insurance. M. Lisanke responded that the touchstone
is that the statutory mandate is to ensure financial ability
to pay, which is broad enough.

9: 58: 36 AM

Representative Wyhrauch asked about limts on cease and
desi st fines and whether they are inposed on other entities.
M. Lisankie asked if Representative Weyhrauch is referring
to Title 21. Representative Weyhrauch clarified it is under
t he conpensation provision on page 13.

Ms. Hall responded that there are different |evels of fines
under Title 21 for different entities. There are *“per
i nstance and aggregates”. The exanple previously referred
to was the first tinme a fine of that size was inposed. It
does not happen on a regular Dbasis. Representati ve
Weyhrauch summari zed that the concern is that there is not
enough transparency to ensure that clains on workers’
conpensation can be paid because of undefined paraneters.
He asked Ms. Hall if she would be confortable if the
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entities would allow transparency of financial statenents.

Ms. Hall responded that the bill does provide for the
Division to receive financial statenents from individua
menbers. There is a provision for those to be kept
confidenti al . The concern is not transparency, but the

ability to require liquidity. The Division has no authority
to require liquidity to ensure adequate noney to pay the
cl ai ns.

10: 01: 46 AM

Representative Kelly asked about protection in the re-
i nsurance area. Ms. Hall said the requirenments for excess
| ayers are adequate. The concern is what underlies that
There are sone very large retentions in those excess |ayers.
A multitude of clains would stress the financial resources
for those underlying pieces that the group is responsible
for.

10: 03: 36 _AM

JOHN GRUMMET, ALASKA | NDEPENDENT AGENTS AND BROKERS OF
ALASKA, testified against HB 51. He maintained that there
are no safe harbors for the enployees. He referred to a
position paper, “Alaska Independent Insurance Agents and
Brokers” (copy on file.) He voiced concern about no
guarantee fund and an unfair clains settlement practice. He
spoke highly of the current director of the Division of
| nsur ance. He agreed with M. Hall’'s testinony. He
concluded that previous bills have not been successful
because the honebuilders did not have the liquidity or did
not want to secure the liquidity.

10: 06: 50 AM

Representati ve Weyhrauch asked for a definition of persona
indemmity. M. Gumret said the association is supposed to
provide for the liquidity to its nenbership. There is no
evi dence that the nenbers are tied into that.

Representative Kelly spoke to the liquidity problem and
hi gher workers’ conpensation rates. M. Gumet naintained
that by going this route, it would cost them nore in the
end.

Representative Kelly asked how “Ms. Hall does wth cost
control and | ooking out for the enployer”. M. Gumet said
that she does a good j ob.

10: 09: 05 AM

RAY HI CKEL, PRESI DENT, ANCHORAGE HOVEBUI LDERS ASSCCI ATl ON
related that his organization took the lead role to support
HB 51. The bill is nodeled after 30 other states. He
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mai ntai ned that the current systemis in trouble. He stated
a need to change the way insurance does business, and he
suggested that the conmttee give the bill a fair hearing.

M. Hickel added that self-insurance is a good nodel to use.

10:11: 46 AM

ROBERT VOGEL, PRO GROUP NMANAGEMENT, CARSON CITY, NEVADA,
said his conpany is a plan adm nistrator for self-insured
gr oups. He related that self-insured groups are not new.
He cautioned not to confuse trade association with self-
insured entities. Trade associations can be sponsors, but
are not responsible for paynment s. There is no
di stingui shing feature between nenbers and the association.
The goal is to growthe liquidity requirenents.

M. Vogel addressed the solvency bond issue. Oher formnms of
securing net liquidity are allowed to be posted, such as
certificates for deposit, cash, or letter of credit.

M. Vogel clarified the issue of tangible net worth. The
new entity is required to have audited financial statenents

under generally accepted accounting principals. The
underlying conpanies that join these groups may or may not
have audited financials. Trade receivables are generally

included in tangible net worth calculations and unsecured
recei vabl es are generally excluded. He defined tangible net
wor t h.

10:16:48 AM

M. Vogel said the entities are putting their conpanies on
the line to make sure their clains are paid. If a group
were to have problens, the bill provides ways to solve them
Section 21.77.230, on page 12, allows for transfer of
surplus funds from previous years to the current year. It
provides for setting aside 65 percent to pay for clains.
The bill provides for the <clains admnistrator to be

I icensed and accountable. M. Vogel concluded that this is
about businesses taking responsibility and it is different

than insurance. It is about a long-term change. Financing
| osses over tine will see a savings.

10: 21:45 AM

Rl CHARD CATTANACH, ASSOCI ATI ON OF GENERAL CONTRACTORS (AO),
spoke to the bill from his organization' s perspective of
safety and controlling clains costs. He urged passage of
the bill.

10: 23:49 AM
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Representative Kelly thought that enployers would be

interested in getting involved with the safety aspect. M.
Cattanach addressed problenms involving lack of a safety
pr ogram He pointed out a concern about financial

liability. He opined that if AGC is a self-insured group
if one nenber fails, the others can rely on the rest.

KENTON BRI CE, PROPERTY CASUALTY | NSURANCE ASSCOCI ATI ON OF
AVERI CA, spoke to M. Hall's comments and echoed her
concer ns. He suggested taking a closer |ook at oversight
requirenents in other states. He said an anmendnment woul d be
forthcomng fromPCIA. He gave an exanple of the anmount set
aside for claims and said $5 nmillion is inadequate. He
mai ntained that $10 million would al so be inadequate. He
voi ced concern that entities that form would be operating
under simlar rules and regul ations that insurance conpanies
must operate under, in terms of fees, t axes, and
regul ati ons. He agreed wth M. Hall's idea that
| egi slation nmust be drafted toward the | owest standard, both
for solvency and for clains paynent.

M. Brice expressed concern that there is a difficult
i nsurance market in Al aska. He observed that an outside
conpany had cone to the state, as a result of recently
passed |l egislation and the hope that the market place wll
i nprove. He concluded that conpetition inproves the market.
System costs cannot be ignored. He expressed concern that
if individuals are drawn out of the pool into self-insured,
then the market will not be inproved.

10: 33: 23 AM

REBECCA LOGAN, ASSOCI ATI ON OF BUI LDERS AND CONTRACTORS OF
ALASKA, testified in support of HB 51. She nmintained that

simlar prograns have done well. They see it as a viable
option for trade associ ati ons regar di ng wor ker s

conpensati on. She clarified that accounts receivable are
not included in tangible net worth. It is common to have a

72-nonth retention rate.

HB 51 was heard and HELD in Commttee for further
consi derati on.

10: 36: 47 AM

HOUSE BILL NO. 271

"An Act relating to limtations on overtine for
registered nurses in health care facilities; and
providing for an effective date."

REPRESENTATI VE PEGGY WLSON, sponsor, introduced HB 271.

She reported that this is not an overtinme issue. It’'s a
safety issue for both patients and nurses. Truck drivers
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have a I|imt to the nunber of hours they can work
consecutively for safety reasons. Pilots can only fly 8
hours within a 24-hour period. Air traffic controllers work
a limted nunber of hours per shift. Railroad engineers are

also limted in the nunber of hours they can work. The
commpn denominator is that lives are at stake if a m stake
i's nmade. Nurses who nonitor our health should be in the

sane category.

Representative WIlson related that mandatory overtinme causes
significant problenms for both patients and healthcare
wor ker s. Forcing nurses to work beyond their regularly
schedul ed shift has been linked to increased error rates in
providing patient care, and increased injury rates for both
patients and health care workers. For nurses, these errors
or m stakes may cause l|life-threatening situations for both
the patient and the nurse, from back injuries to nedication
errors to client deaths. Wth these mstakes and errors
there is also the chance of lawsuits with |loss of |icenses
and increases in malpractice insurance rates.

Representative WIlson reported that surveys have shown that
t he exodus of registered nurses, therapists, technol ogists,
techni ci ans and service and mai ntenance workers is directly
attributable to difficult working conditions, including
i nadequate staffing, mandatory overtinme and insufficient
conpensation. Mandatory overtinme is one of the main reasons
nurses | eave nursing. Recent studies indicate that one in
five nurses are considering | eaving nursing. Wen polled on
their reasons for |leaving, nmandatory overtinme is always
listed in the top ten reasons. In the face of a severe
nursi ng shortage, nurses need to be kept at the bedside.

Representative WIson observed that as baby booners retire,

nore nurses wll retire, which wll cause further problens
with shortages. She stated that eleven states have enacted
legislation to prohibit mandatory  overti ne. Simlar

| egi sl ati on has been proposed in 19 other states.

Representative WIson related that HB 271 has two nmajor
conponent s. The first is that the growi ng shortage of
nurses in the workforce is escalating, which enpowers nurses
to evaluate their own limtations. She cited two studies
that show that mandatory overtine is detrinmental to worker
performance and contributes to nedical errors. HB 271
requires a sem-annual report that will provide insight into
how both private and public institutions are responding to
t he shortages. This report will docunment the total nunber
of overtine hours worked broken down by voluntary and
mandat ory, the nunmber of on-call hours worked broken down by
voluntary and mandatory, and also the nunber of hours used
by contract nurses.

10: 41: 22 AM
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Representative WIlson informed the commttee that the
evidence is very strong that prolonged work hours and
fatigue affect worker performance. A study by the Institute
of Medi cine provides conpelling evidence that nurses working
long hours has an adverse effect on patient’s safety. The
Institute of Medicine estimtes between 44,000 and 98, 000
hospital deaths can be attributed to nedical errors each
year. Mandatory overtime is a serious contributing factor
to nedical errors. The final recommendation of the
Institute O Medicine is that all overtime - voluntary and
mandatory - shoul d be curtail ed.

Anot her study titled “The Wb rking Hours of Hospital Staff
Nurses and Patient Safety” published in the July/August
issue of Health Affairs found that the risk of making an
error was three tinmes higher when nurses had to work shifts
t hat were |onger than 12 hours, when they worked significant
overtinme, or when they worked nore than 40 hours in a week.

10: 44: 33 AM

Representative Stoltze expressed support for nurses. He
guesti oned t he affects of enpl oynment di spl acenent.
Representative WIson observed that sonme institutions that
are having trouble attracting nurses, have forced nurses
into overtine.

Representative Stoltze suggested that displacenents would
put pressure on overtinme requirenments for nurses in
Anchor age. Representative WIson responded that she was
assured that would not happen.

Representative Wyhrauch questioned if suggestion boxes
woul d be mandated so that patients could voice conplaints.
Representati ve WIl son was unsure.

10:48: 15 AM

Representative Weyhrauch questioned if lunchtine is counted
in the 12 hours. Representative WIlson noted that the clock
stops when a nurse |eaves the floor and it begins again when
they return.

Representati ve Weyhrauch questioned if coercion is a state
of mnd and how it could be quantified. Representati ve
W1l son responded that it would be coercion if they feared
job I oss and added that they should be able to say no.

10:49: 51 AM

Representative Wyhrauch questioned how a facility could
respond to allegations of coercion. Representative WI son
responded that the intent is to allow the nurse to decline
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extra hours. In response to a question by Co-Chair Meyer
she observed that hours vary. Some have 12-hour shifts,
with rotating schedul es.

10: 52: 17 AM

Representative Kerttula noted that problenms with overtine
are at state facilities, not at private hospitals.

10: 52: 54 AM

ROD BETI T, PRESI DENT, ALASKA STATE HOSPI TAL AND NURSI NG HOVE
ASSOCI ATION  (ASHNHA), testified in opposition to the

| egi sl ati on. He maintained that the need for the bill has
not been docunented and that nmandatory overtinme reporting is
not required. He provided nenbers with a chart detailing

the results of a survey by ASHNHA. The survey | ooked at
critical access, nurses union, shortage, length of shift,
nurse vacancy, nmandatory overtinme, on-call policy, the use

of tenporary nursing services used to fill the gaps, and the
nunber of grievances filed by nurses. ASHNHA al so | ooked at
the starting nursing salary. He concluded that higher

salaries at private intuitions were a factor in API’'s
inability to hire staff. He added that APl receives the
har dest cases and that they have no choice in the cases they
take. He did not think that overtinme is being used to fill
the nursing gap. Their nenbers want to be able to cone up
with local solutions to their problens.

11: 02: 03 AM

KATHLEEN  GETTYS, PRESI DENT, RESI DENT  HOSPI TAL  NURSES
BARGAI NING UNIT, ANCHORAGE, testified in support of the
| egi sl ati on. She provided nmenbers with witten testinony.
She observed that healthcare is exenpt from overtine
[imtation. She questioned why you would want a nurse to
work for you when it has been clearly denonstrated that
overtinme contributes to nedical errors and conpared nursing
to piloting. Mandatory overtime contributes to greater
costs in hiring and training. She observed that the cost of
serious care adds approximately $22,000 to $28,000 per
patient from mandatory overti ne.

She noted that they anticipated a loss to the Mat-Su Val |l ey
with the option of transportation.

11: 07: 02 AM

Ms. GCettys addressed coercion and grievances filed at
Provi dence Hospital. There is no clear delineation about
whet her overtinme is voluntary or forced. Full-tinme at

Provi dence equals 36 hours per week, in any conbination.
There have been no grievances filed at Providence, but there
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is a report that is filed called “Assignnent Despite
hj ections”.

11: 08: 20 AM

Representative Kerttula asked what the report shows and if
it could be made public. M. Cettys responded that it could
be made public w thout using nanes. Most of the reports
i nvol ved assignnment to a unit w thout adequate preparation,
or wong patient placenment. The purpose of the report is to

increase the quality of care. Wrking conditions are
excel | ent. Representative Kerttula asked if the report
shows incidences of overtine. Ms. Gettys replied that it
does. Representative Kerttula requested a copy of the
report.

11:10: 56 AM

M KE ALEXANDER, NURSE, ANCHORAGE, testified about nandatory
overtinme at API, which is clearly stated up front. It is
difficult to work a 16-hour shift and it puts the patient at
risk. Having a choice to work overtine is inportant.

11:13: 34 AM

DI ANNE O CONNELL, ALASKA NURSES ASSCOCI ATION, testified in
favor of the bill, as revised, for the sake of patient and
community safety, for protection of the nursing staff, and
for the purpose of gathering data about the use of mandatory
and voluntary overti ne.

11:15:51 AM

RON ATTLER, API, ANCHORAGE, testified about conpensation and
i ncentives. He maintained that the state’'s conpensation
pl an needs a serious overhaul in order to retain and recruit
nurses. He appl auded Representative WIlson’s hard work. He
testified in opposition to HB 271

Co-Chair Chenaul t st at ed t hat amendnent s woul d be
forthcom ng.

HB 271 was heard and HELD in Committee for further
consi derati on.

ADJ OURNVENT

The neeting was adjourned at 11:20 AM
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