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- HEARD AND HELD

PREVI QUS COW TTEE ACTI ON

BILL: HB 29

SHORT TI TLE: HEALTH CARE I NSUR./ COWP HEALTH I NS. ASSN

SPONSOR(S): REPRESENTATI VE(S) ROKEBERG

01/ 10/ 05 (H PREFI LE RELEASED 12/ 30/ 04

01/ 10/ 05 (H READ THE FI RST TIME - REFERRALS
01/ 10/ 05 (H L&C, HES

04/ 08/ 05 (H) L&C AT 3:15 PM CAPI TOL 17

W TNESS REG STER

ANTHONY A. PRI CE, Appointee

to the Regulatory Commi ssion of Al aska (RCA)

Anchor age, Al aska

POSI TI ON STATEMENT: Spoke as an appointee to the RCA

CECI L BYKERK, Executive D rector
Al aska Conprehensive Health Insurance Associ ation
(No address provided)

POSI TI ON STATEMENT: Encouraged the commttee to consider

SALLI E STUVEK, Human Resources Director

Fai r banks North Star Borough

Fai r banks, Al aska

POSI TI ON STATEMENT: Expressed concerns with HB 29.

CHRI STI NE SASSE, Fi nance Director
Cty of Valdez
Val dez, Al aska

HB 29.

PCSI TI ON STATEMENT: Characterized HB 29 as an unfunded mandat e,

and suggested that those who don't provide health

i nsur ance

should be required to pay the assessnent rather than those who

do provide it.

MELODY DOUGLAS, Chief Financial Oficer

Kenai Peni nsul a Borough School District

Kenai, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 29.

RI CHARD CAMPBELL, General Services Director

Kenai Peni nsul a Bor ough

Kenai, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 29.
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COLLEEN SAVO E

Marsh I nc. USA

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 29.

MATT LARKI N

WIllis of Al aska Inc.

Anchor age, Al aska

POSI TI ON STATEMENT: Expressed concerns with HB 29.

M KE GALLAGHER, Busi ness Manager & Secretary/ Treasurer
Laborers International Union of North America Local 341
Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 29.

ROSEMARI E KALAMARI DES, Admi ni strat or

Al aska Teanst er - Enpl oyer Wl fare Trust

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 29.

JOHN GEORGE, Lobbyi st

Anerican Famly Life Assurance Conpany (AFLAC)

Juneau, Al aska

PCSI TI ON STATEMENT: Characterized HB 29 as an advance over the
current situation.

KATIE CAMPBELL, Life/Health Actuary, Division of |Insurance,
Depart ment of Commrerce, Conmunity, & Econom c Devel opnent

Juneau, Al aska

POSI TI ON  STATEMENT: During discussion of HB 29, answered
questi ons.

LI NDA HALL, Director

Di vision of |nsurance

Departnent of Comrerce, Community, & Econom c Devel opnent

Juneau, Al aska

POSI TI ON STATEMENT: During discussion of HB 29, she noted her
support of Representative Rokeberg's plan because the ACH A pl an
is critically inmportant to consuners who need health coverage.

ACTI ON NARRATI VE

REPRESENTATI VE KOIT, acting chair, called the House Labor and
Commerce Standing Conmittee neeting to order at 3:24:38 PM
Representatives Kott, Rokeberg, Lynn, Crawford, and QGuttenberg
were present at the call to order
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CONFI RVATI ON HEARI N S)

3:25: 25 PM

REPRESENTATI VE KOTT announced that the first order of business
woul d be the confirmation heari ngs of the governor's

appoi nt ment s. He noted that everyone has been provided a copy
of the resunmes of the various individuals being considered for
the various boards and comm ssions. He explained that each
menber of the commttee will have the opportunity to sign a
report recommending that the individuals' nanes be forwarded to
the full body of the House. However, the signature doesn't

reflect a nenber's intent to either vote for or against that
appoi ntee when he or she conmes up for confirmation.

BOARD OF VETERI NARY EXAM NERS

REPRESENTATI VE KOTT announced that the conmttee would first
take up the for which the follow ng three appointees are being
consi der ed: Alfred Agree, Tinothy L. Bowser, and Cynthia Ann
Trout. Upon determ ning there was no di scussion or objection to
the aforenentioned nanes, he announced that they would be
forwarded to the full body for consideration.

BOARD COF PUBLI C ACCOUNTANCY

REPRESENTATI VE KOTT then turned the commttee's attention to the
Board of Public Accountancy for which the follow ng appointees
are being considered: Max E. Mertz, Catherine L. WIlson, Carla
J. Bassler, Kenneth L. Myer, and Christy Morse. Upon
determining there was no discussion or objection to the
af orenenti oned nanmes, he announced that they would be forwarded
to the full body for consideration.

BOARD OF MARI TAL AND FAM LY THERAPY

3:27:13 PM

REPRESENTATI VE KOIT noved on to the Board of Marital and Famly
Therapy for which the foll owi ng appoi ntees are being considered:
Kerry L. Rasnussen and Martha Swink. Upon determning there was
no discussion or objection to the aforenentioned nanes, he
announced that they would be forwarded to the full body for
consi derati on.
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STATE BOARD OF REG STRATION FOR ARCHI TECTS, ENG NEERS, AND LAND
SURVEYCORS

3:27:29 PM

REPRESENTATIVE KOIT continued wth the State Board of
Regi stration for Architects, Engineers, and Land Surveyors for
whi ch the foll ow ng appointees are being considered: Richard C.
Hei eren, Harley H Hi ghtower, and Mark G Morris.

REPRESENTATI VE ROKEBERG conmented that M. Hi ght ower, a
constituent, is a highly qualified individual.

REPRESENTATI VE KOTT, upon determ ning there was no objection to
the aforenenti oned nanes, announced that they would be forwarded
to the full body for consideration.

BOARD OF BARBERS AND HAI RDRESSERS

REPRESENTATI VE KOTT announced that the committee would next take
up the Board of Barbers and Hairdressers for which the follow ng
appointee is being considered: Alice B. Massie. Upon
determining there was no discussion or objection to the
af orenenti oned nane, he announced that M. Massie's nane would
be forwarded to the full body for consideration.

ALASKA LABOR RELATI ONS AGENCY

3:28: 30 PM

REPRESENTATI VE KOIT then turned to the Al aska Labor Relations
Agency for which the follow ng appointees are being considered:
Gary A Atwood, Aaron T. Isaacs, Jr., and Colleen E. Scanlon.
Upon determning there was no discussion or objection to the
af orenenti oned nanes, he announced that they would be forwarded
to the full body for consideration.

BOARD OF NURSI NG

REPRESENTATI VE KOTT noved on to the Board of Nursing for which
the follow ng appointee is being considered: Terri S. dson.
Upon determining there was no discussion or objection to the
af orenenti oned nanme, he announced that Ms. O son's nane would be
forwarded to the full body for consideration.

BOARD COF PSYCHOLOG ST AND PSYCHOLOG CAL ASSOCI ATE EXAM NERS
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3:28: 54 PM

REPRESENTATI VE KOTT continued with the Board of Psychol ogi st and
Psychol ogi cal Associate Examners for which the follow ng
appoi ntees are being considered: Camlle O Carlson and Destiny
Sargeant. Upon determ ning there was no discussion or objection
to the aforenentioned nanes, he announced that they would be
forwarded to the full body for consideration.

REPRESENTATI VE KOIT informed the conmttee that all of the
appoi ntees have been checked to verify that they qualify in
accordance wth the statutes.

REGULATORY COWM SSI ON OF ALASKA

3:29:27 PM

REPRESENTATI VE KOIT drew the commttee's attention to the
appoi ntment of Anthony A. Price to the Regulatory Commi ssion of
Al aska (RCA).

ANTHONY A. PRICE, Appointee to the Regulatory Conm ssion of
Alaska (RCA), related that his professional experience in
accounti ng, busi ness managenent , gover nient al managenent ,
i nvest nent nanagenent, and bonding and debt managenent provides
a unique perspective. He noted that he has experienced nanagi ng
to realize a profit and has an understanding with regard to what
i nvestors and bond rating agencies focus on when assessing risk

and assigning ratings. M. Price said, "I wunderstand that
managenment of governnmental is different from private industry
and how it's different, and | wunderstand the |anguage of
busi ness, ... accounting. In the end | believe this provides a

bal ance, which is wvaluable in carrying out the duties of a
comm ssi oner. "

REPRESENTATI VE ROKEBERG recalled that wunder the RCA statute
there are sonme positions with certain qualifying requirenents.
He asked if the position to which M. Price has been appointed
has qual i fyi ng requirenents.

MR. PRICE related his belief that was changed when the RCA was
established in 1999, and therefore there are no qualifying
positions.

3:33:18 PM

HOUSE L& C COW TTEE -7- April 8, 2005



REPRESENTATI VE ROKEBERG asked if M. Price has any background
working with utilities.

MR. PRICE replied, yes. He specified that early in his career
he served on an audit of what was then Washington Natural Gas,
as part of Puget Power, in the Seattle area. He further
specified that he was a controller for an entity that had
gar bage conpani es.

3:33:49 PM

MR PRICE, in further response to Representative Rokeberg,
related that he has worked with Minicipal Light & Power and
Anchorage Water and Wastewater Uilities. He specified that he
worked with the aforenentioned entities at a l|level of bonding
and investnent. M. Price clarified that he didn't touch on
regulatory matters in those situations. Wth regard to the
possibility of a conflict of interest, M. Price opined that he
didn't have any conflict of interest.

[ Al though no formal notion was nade, the commttee treated M.
Price's nane as forwarded to the full body for consideration.]

HB 29- HEALTH CARE INSUR / COVP HEALTH I NS. ASSN

3:35:14 PM

REPRESENTATI VE KOIT announced that the final order of business
would be HOUSE BILL NO 29, "An Act relating to health care
i nsurance and to the Conprehensive Health |Insurance Association
and providing for an effective date.”

3:35:37 PM

REPRESENTATI VE ROKEBERG expl ai ned that the Al aska Conprehensive
Heal th | nsurance Association (ACH A), established in 1993, is
Alaska's high risk pool that's required wunder the Health
| nsurance Portability and Accountability Act (H PAA). This high
risk pool provides health insurance for those who can't
otherwi se obtain insurance, and it restricts their premuns to
150 percent of the average health insurance premum in the

state. Al though ACHIA is a nuch-needed program under its
current structure it only affects those health insurance covered
lives that are wunderwitten for individual or small group

policies. Al the larger insured covered lives in the state are
exenpt from paynent of the assessnents, which are carried out by
the pool periodically. For exanple, the estinmated assessnent
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for fiscal year (FY) 2004 was $5 nmillion. Therefore, not all
the people who could avail thenselves of ACH A are paying into
t he pool.

3:38: 38 PM

REPRESENTATI VE ROKEBERG infornmed the commttee that when forner
Governor Knowl es allowed the bargaining units of the state to
| eave the common pool of state enployees, many of those folks
and the state were exenpt from paying into the high risk pool.
At that tine, the high risk pool Iost $400,000 annually in
assessnent noney. The aforenentioned loss had to be spread
anongst the insurers and snaller enployers. Therefore, HB 29
intends to obtain greater equity in spreading the cost [of
ACHI A]. Representative Rokeberg noted that there is a commttee
substitute (CS) and two anendnents for the commttee's
consi derati on. He pointed out that the CS is drafted such that
it covers retirees, even those in the state prograns. He
announced that he wll offer a conceptual amendnment to renove
all retirees fromthis coverage. He explained that the purpose
of HB 29 is to spread the cost to those who can benefit fromthe
program and the retirees don't need this coverage due to the

i nsurance they have. He then referenced a docunment entitled,
"Analysis of Change in the Assessnent Fornula”, which was
provided by the Division of Insurance. The revised page 5
illustrates a difference, of which he wanted nenbers to be
awar e. For exanple, it shows that under HB 29 the State of
Al aska will be assessed at $1.47 mllion, but it would decrease

to $277,000 with the adoption of the anmendnment [elimnating
retirees fromthis].

3:40: 47 PM

REPRESENTATI VE ROKEBERG noved to adopt CSHB 29, Version 24-
LS0191\ I, Bullock, 3/17/05, as the working docunent.

REPRESENTATI VE GUTTENBERG objected in order to hear the

di fferences enconpassed in Version |I. Upon realizing that this
was the first hearing of HB 29, Representative GCuttenberg
w thdrew his objection. Therefore, Version | was before the
conmittee.

The commttee took an at-ease from3:42 p.m to 3:43 p.m

3:43: 20 PM
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REPRESENTATI VE  ROKEBERG noved that the conmmttee adopt
Conceptual Anmendnment 1, which would renpove state retirees from
the provisions of HB 29. There being no objection, Conceptual
Amendnent 1 was adopt ed.

CECI L BYKERK, Executive Director, Al aska Conprehensive Health
| nsurance Association, informed the commttee that he has been
involved with ACHIA since its inception in 1992. Oiginally,
the program started out to specifically take care of uninsurable
i ndi vi dual s. However, in 1996/1997 the federal governnent
passed HI PAA, through which the state is now required to provide
a mechanism that provides for continuity and portability of
coverage for those conming out of the enployer marketplace.
I ndi vi dual s whose coverage is termnated are eligible to enrol

in ACHI A without serving any preexisting condition requirenents.

3:46: 47 PM

MR. BYKERK pointed out that about two years ago the federal
governnment established the Trade Adjustnent Act (TAA), which
provides simlar ability for displaced workers or workers for
conpani es whose pension plan is being taken care of by the
Pension Benefit Guarantee Corporation (PBGC). Therefore, the
ACHIA eligibility group has grown over the years such that it
total s about 500 people who work the program However, ACH A's
assessnent base, as was nentioned by the sponsor, is one of the
things that hasn't grown. The prem uns, which are a bit higher
than standard premuns, are capped at 150 [percent] of the
standard premum in the marketplace. From an actuari al
perspective the cost of the individuals in the pool is much
greater than the prem um all owed. The | osses, as a result of
charging lower premuns, are covered by the assessnents, which
HB 29 addresses. Currently, the assessnents are spread across
those individuals who purchase insured products, primarily
i ndi viduals and small group carriers. Therefore, it's a limted
spread with regard to who ends up paying for these assessnents.
M. Bykerk noted that |arge conpanies avoid the assessnents or
contribute a fraction relative to the prem uns an individual or
smal | group pays.

3:49: 28 PM
MR. BYKERK added that HI PAA has added a feature such that those
peopl e who are comng out of plans that aren't contributing to

ACH A are eligible in the program M. Bykerk, in conclusion,
encouraged the conmttee to consider HB 29.
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3:50:16 PM

REPRESENTATI VE ROKEBERG requested that M. Bykerk explain the
prem um costs to the TAA people and how it works with the U S
Department of Labor. He indicated that the U S. Departnent of
Labor subsidizes a part of that.

MR. BYKERK answered that although the regular H PAA and TAA
people are eligible immedi ately without having to be certified,
the TAA people have to be certified by the [U S.] Departnent of

Labor. Upon certification, the TAA people are eligible for a
subsidy of the premium which is a subsidy portion of the
prem um that ACH A charges. He related his belief that the
af orenenti oned subsidy is for a limted duration. M. Bykerk

recalled that the subsidy is sonewhere around two-thirds and the
i ndi vi dual pays around one-third, and that runs for a few years
after which the individual is required to pay the balance. The
federal governnent, he stated, isn't contributing to ACH A save
indirectly by subsidizing the eligible individuals.

3:52:28 PM

MR. BYKERK, in response to Representative Rokeberg, clarified
his earlier statenent that the federal government isn't
contributing to the fund to help ACHHA with its |osses, although
it is helping the individuals to pay part of their prem um He
explained that the individual pays his or her portion to an
agency, which then pays the full premum back to ACH A M.
Bykerk said that the federal governnent's unfunded mandate isn't
contributing to help cover the | osses the programis incurring.

3:.53: 50 PM

REPRESENTATI VE ROKEBERG related his wunderstanding, "Under the
TAA, ... an individual ... can go to basically any insurance
carrier that they would, and then there is the subsidy under the
federal labor law, is that correct? But ... they only enter the
pool if they ... are high risk individuals?"

MR. BYKERK related his belief that individuals are eligible to
enter ACHI A the sanme way HI PAA eligibles are, without regard to
whet her the individual is eligible for other coverage. However,
he enphasized that individuals would be encouraged to go to
ot her coverage because a healthy individual nay be able to
purchase coverage cheaper. There is no requirenent for
individuals to go into the market and get decli ned.
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REPRESENTATI VE ROKEBERG comrented that [ACH Al is a US
Department of Labor program intended to assist those who were
di spl aced by inports. "This is very inportant to the working
peopl e of Al aska,"” he opi ned.

3:55:17 PM

SALLI E STUVEK, Human Resources Director, Fairbanks North Star
Borough, said that she has concerns wth this |egislation. She
related her Dbelief that for self-insured plans HB 29 wll
increase the cost to the plan. M. Stuvek said that she didn't
see any benefit to self-insured prograns.

REPRESENTATI VE ROKEBERG asked if those who |eave the enploy of
t he Fai rbanks North Star Borough can maintain their insurance.

M5. STUVEK replied no, adding that Conprehensive Omi bus Budget
Ref orm Act (COBRA) coverage is offered. She nentioned that many
of the enployees |eaving borough enploynent go directly into
retirement and thus receive coverage through the Public
Enpl oyees' Retirenment System ( PERS).

3:56: 56 PM

CHRI STI NE SASSE, Finance Director, City of Valdez, characterized
HB 29 as an unfunded nandated because of the requirenent to
provide information that wll generate adm nistrative costs.
The aforenmentioned will increase costs as will the assessnent.
The only way [the Gty of Valdez] can pay for those increases is
t hrough taxes. Currently, [the City of Valdez] is limted in
its ability to increase taxes. Furthernore, the PERS situation
adds to the financial attack [the Cty of Valdez s
experiencing]. Mreover, the costs [of the ACH A progran] can't
be controlled as is evidenced by the increases [in those
utilizing] the program Ms. Sasse opined that [the Cty of
Val dez] doesn't believe it's contributing to the problem because
it provides health insurance for both part-time and full-tine
enpl oyees. Al so, after an enployee |eaves the enploy of the
city he or she can choose COBRA and upon retirenent, the
enpl oyee goes into the PERS program Therefore, those who don't
provi de insurance should be assessed, she opined.

3:59:41 PM

REPRESENTATI VE ROKEBERG inquired as to how the Cty of Valdez
provides its insurance.
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MS. SASSE answered that the Cty of Valdez is self-insured with
stop-1 oss insurance.

REPRESENTATI VE ROKEBERG acknow edged that HB 29 does apply to
stop-loss carriers, and therefore there would be an increase in
the stop-1oss costs.

4:00:18 PM

MELODY DOUGALAS, Chief Financial Oficer, Kenai Peninsula Borough
School District, inforned the conmttee that the Kenai Peninsula
Bor ough School District has a self-insured program M. Dougl as
testified in opposition to HB 29. She opined that requiring
contributions will discourage entities from establishing self-
i nsured prograns. Furthernore, an unintended consequence of HB
29 may be to encourage entities to not provide health care
benefits at all.

RI CHARD CAMPBELL, General Services Director, Kenai Peninsula
Borough, testified in opposition to HB 29 on the grounds of cost
and fairness. M. Canpbell infornmed the conmttee that everyone
who works for the Kenai Peninsula Borough is provided ful

insurance, no matter how uninsurable in the private market.
Furthernore, when folks |eave the enploy of the borough, COBRA
is offered at rates conparable to what's paid for regular

enpl oyees. "W not only don't benefit from the existence of
this plan, | think we actually help keep people off this type of
pl an, " he opi ned.

4:02: 45 PM

COLLEEN SAVO E, Marsh Inc. USA, inforned the conmttee that
Marsh USA provides consulting services for a nunber of self-
funded health plans, which would be hurt by HB 29. Although M.
Savoie didn't dispute the need for ACH A itself, she specified
two significant problens with the |egislation. First, the
proposed funding is an unfair assessnment because it essentially
taxes enployers and other entities that already provide health
benefits to its enployees or nenbers. Echoing earlier
testinony, M. Savoie suggested that the aforenentioned wl]l
actually discourage enployers from providing coverage rather

than encourage them to do so. Even if the ACH A tax is paid
through a stop-loss carrier, it wll still be passed on to the
underlying plan. The aforenentioned ultimately hurts health

plan participants because as the anmount of the assessnent
i ncreases, the health plans that are already struggling with the
cost of providing benefits are going to find it nmore difficult
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to continue to provide those benefits to their nenbers. I n
fact, sone of those enployers will drop coverage while others
may reduce benefits or increase enployee costs. The legislation
actually recognizes the aforenentioned in that it stipulates
that the additional cost can't be passed on to the enployee for
participants of a State of Al aska sponsored pl an

MR. SAVO E said that the second significant problem she has with
HB 29 is that it appears to inpose a significant admnistrative
burden for those entities that nust conply. For exanpl e,
menbers of self-funded governnental plans that have purchased
stop-l1oss coverage would be captured twice, and it appears they

would still have to conply with the reporting requirenent.
Al though it seens that each individual will be counted once for
assessnent purposes, it's unclear as to how each person will be

counted. Ms. Savoie concluded by specifying that she is opposed
to HB 29 because it's already difficult and expensive for
enployers to provide health coverage to their enployees.
Furthernore, HB 29 has the potential to increase both the
adm ni strative and financial burden.

4:05:19 PM

M5. SAVOE, in response to Representative Rokeberg, specified
that she is concerned about the self-funded governnental plans
that are considered nenbers. However, for assessnent purposes,
it appears that each covered participant should only be assessed
once. If the self-funded governnment purchases stop-I|oss
i nsurance, would the tax be paid by the stop-loss carrier or by
the sel f-funded governnental plan, she asked. She further asked

who would determne the aforenentioned. Even after that's
det er m ned, she said it appears t hat the self-funded
governmental plan will still have to conply with the reporting

requi renents.

REPRESENTATI VE ROKEBERG related his wunderstanding that M.
Savoi e's concern regarding double assessnent was corrected in
Version |. Representative Rokeberg recalled that M. Savoie
indicated that it's unfair to do what's proposed in HB 29.
However, he pointed out that the covered lives under individua
and small group plans are paying 100 percent of the assessnent,
and thus the intention of HB 29 is to spread those assessnent
costs throughout all people in the state with insurance.

MR. SAVO E agreed that it's also unfair for those who are

covered under fully insured plans to have to pay this burden.
The fundanmental problem she opined, is that it would require
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enpl oyers, whether fully insured or self-funded providing
benefits through stop-loss insurance, to pay for benefits of
i ndi vidual s other than their covered participants.

REPRESENTATI VE ROKEBERG i nterjected, "But that's what the people
that are paying the assessnment now are in that position.
Therefore, we're just trying to spread the risk and the cost out
over a l|arger nunber of people.™ He estimated that there are
sone 400, 000 peopl e now payi ng the assessnent.

MR. SAVO E opined that it would seem fairer to assess the burden
by spreading it over all businesses in Alaska or those
busi nesses that don't <currently provide benefits to their
enpl oyees.

REPRESENTATI VE ROKEBERG conmmented that HB 29 attenpts to
inmplenent a small fix in order to help everyone in the state.

M5. SAVOE reiterated that her concern is that each enployer who
is attenpting to do the right thing by offering health care
coverage i s [being assessed].

REPRESENTATI VE ROKEBERG reiterated that sonme 400,000 people are
paying into [ACH A], but he believes sonme 600,000 should be
paying to help out this [high-risk] pool.

4:09: 26 PM

REPRESENTATI VE CRAWORD inquired as to how the assessnent is
figured, and asked whether the assessnment is made per person or
per a dollar anount.

REPRESENTATI VE ROKEBERG related his wunderstanding that the
assessnent is based upon the nunber of covered |ives.

REPRESENTATI VE CRAWCORD pointed out that many of the different
union health plans aren't confined to the state alone. For
exanpl e, the ironworkers' union covers the Pacific Northwest and
thus nmany ironworkers come up to Alaska from Portland and
Seattle to work and vice versa. In such cases, who would be
consi dered an Al askan, he asked.

4:11: 28 PM

REPRESENTATI VE ROKEBERG deferred the aforenentioned question to
Ms. Campbell.
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REPRESENTATI VE KOTT returned to the public testinony portion of
t he neeti ng.

MATT LARKIN, WIllis of Alaska Inc., informed the commttee that
WIllis of Alaska Inc. represents over 20 self-funded health
pl ans that would be inpacted by HB 29. M. Larkin noted his
agreenent with the testinony from Fairbanks, Valdez, the Kenai
Borough and its school district, as well as from Marsh USA Inc.
M. Larkin highlighted that in Al aska there are very few options
with health insurance, which has lead to the evolution of self-
funding in Alaska. Wth regard to an earlier comment that |arge
busi nesses and conpanies are avoiding the assessnent by using
sel f-funded plans, he didn't believe any of WIlis of Alaska's
clients would be considered | arge businesses or comnpani es rather
they are smaller, md-size enployers. The [proposal enbodied in
HB 29] would result in nmaking the self-funding option |ess
attractive, nore expensive, and nore burdensone. M. Larkin
agreed with the notion that HB 29 is basically a tax on people
who are already paying for their fair share for the uninsured
pr obl em Therefore, inposing a tax on these self-funded
enpl oyer plans nakes the situation unfair. Al t hough there has
been testinony that another piece of legislation would be
necessary to assess the funding from enployers that don't
sponsor the plan, M. Larkin opined that it would be fair.

REPRESENTATI VE ROKEBERG commented that it has been the goal of
the legislature and the House Labor and Commerce Standing
Commttee to lower barriers for entry of new health underwiters

or all insurance carriers in the state. He then turned to the
issue of the |imted nunber of conpanies witing insurance,
particularly health insurance, in Al aska. Representati ve

Rokeberg asked whether M. Larkin, as an independent insurance
broker, would nention the existence of the ACH A pool to a
health insurance underwiter who is considering entering the
Al aska market to wite individual and small group coverage "as a
burden or cost that they would have to bear up here.”

4:16: 54 PM

MR. LARKIN answered, "I would say they would have to bear it,
but it's the sanme cost they would have to bear in 49 other
states ...." He related his understanding that assessing high
risk pools on self-funded enployers hasn't been done el sewhere,
al though the State of New York has sonething simlar. Wth

regard to why there aren't nore health care providers in Alaska,
he opined that it has nore to do with the l|ocation and the
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popul ation as well as the fact that the provider comunity in
Al aska hasn't accepted nanaged care.

REPRESENTATI VE ROKEBERG said that with HB 29 he intends to
create fairness by spreading out [the cost of the high risk
pool] further rather than <concentrating on those in one
category.

MR, LARKIN renmarked that Representative Rokeberg's logic is
drawn from the notion that HB 29 would level the playing field.
Currently, the playing field isn't l|level because the carriers
receive much larger discounts at facilities than do self-funded
enpl oyer plans. He opined that self-funded enpl oyer plans stil

exi st because they are able to run their plans nore efficiently.
This assessnent |levied on the carriers can be viewed as a cost
of doing business. M. Larkin highlighted that the carriers are
making a profit off delivering benefits while self-funded plans

aren't in the business of making a profit. Al t hough one m ght
argue that it's sinply being passed on to the snaller enployers,
to the extent that's the case the [carrier] still has to remain

conpetitive because of the self-funded market in the state.
4:18: 50 PM

MR. LARKIN said, "To the extent that we dimnish the self-funded
enpl oyer plan as an option, we sinply strengthen the hand of
the cartel ... of the health insurance carriers."”

REPRESENTATI VE ROKEBERG noted his disagreenent. He asked if M.
Larkin would advise any of his clients with an individual who
had separated from service, exhausted COBRA benefits, and had a
preexisting condition to turn to ACH A

MR. LARKIN replied yes, if there was no other option after
exhausting COBRA benefits and the individual couldn't obtain
coverage on an individual basis. He charged that at that point,
the fully insured carriers wuld also advise such clients to
turn to ACHI A because an individual can't wutilize ACH A unti
being declined fromtwo fully insured carriers.

4:19:59 PM

M KE GALLAGHER, Busi ness Manager & Secretary/Treasurer, Laborers
International Union of North America Local 341, infornmed the
commttee that Local 341 represents about 2,200 nenbers. He

noted that he is also a trustee on the Al aska Laborers Health &
Vel fare plan. M. Gallagher said that he opposes HB 29, which
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he characterized as an wunfair tax. He pointed out that all
health plans in the state are struggling because of increased

costs. This proposal will be unfair to enployers because that's
to whom this wll be passed. M. Gllagher related his
understanding that [HB 29 would] tax enployers who provide
i nsurance today. However, that isn't fair Dbecause many

enpl oyers don't provide any insurance to their enployees and
don't pay anything. Al t hough he said that he supported ACH A
everyone should pay for it rather than just those who provide
i nsur ance. He suggested that those not providing insurance
should pay this tax and perhaps an even larger tax than that
proposed in HB 29.

REPRESENTATI VE ROKEBERG clarified that he is attenpting to have
everyone pay for ACH A Wth regard to the fact that sone
states have chosen to fund progranms such as this with general
fund revenues. If there was a statewide type tax, he would
advise the G- to pick up the difference and thus everyone woul d
pay for it. Representative Rokeberg infornmed the commttee that
at least three states do the aforenmentioned. |In fact, HB 29 is
patterned after the State of Oregon's simlar mechani sm

4:22: 47 PM

ROSEMARI E  KALAMARI DES, Admi nistrator, Al aska Teanster-Enployer
Wl fare Trust, inforned the conmttee that there are about 8,000

covered lives in the aforenentioned plan. Ms. Kal anari des
rel ated Al aska Teanster-Enployer Wl fare Trust's opposition to
HB 29 because it wll increase stop-loss costs. She echoed
earlier testinony that those enployers and unions already
providing insurance are already paying too much. For exanpl e,
the union funds are asking enployers to pay between $5.00-3%$6. 00
an hour per enployee, which is a high cost that wll only
I ncr ease. Ms. Kal amarides suggested considering what other
states, such as California and Hawaii, are doing. She explained

Hawaii's "play or pay plan” in which [large] enployers who don't
provi de health coverage pay into a [high risk] pool, which she
opi ned would be nuch fairer than HB 29. M. Kal anari des pointed
out that union contractors in the state are facing increased

costs. In fact, in sonme cases the teansters are deciding to
forego wage increases in order to fund health benefit increases.
Therefore, they are being asked to pay nore. She enphasi zed
that those enployers providing health care coverage end up
paying for the coverage of those enployers who don't. She
suggested that if those enployers who don't provide benefits
did, then they would be funding this pool. In fact, she further

suggested that the aforementioned would provide a |arger pool
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than under the current proposal. She asked if any review of
such had taken pl ace.

4:25: 35 PM

REPRESENTATI VE ROKEBERG, turning to M. Kalanmarides' question
regarding the nechanisns of other states, said that such hasn't
been reviewed and is worthy of review

4:27:25 PM

JOHN GEORGE, Lobbyist, Anerican Famly Life Assurance Conpany
(AFLAC) , commended Representative Rokeberg for trying to
[ devel op] a sol ution. He said that although HB 29 may not be
the only solution or the perfect solution, it would certainly be
an advance over the current situation. M. Ceorge informed the
commttee that AFLAC only wites a few policies in Alaska that
qualify as health insurance, but the conpany is required to pay
an assessnent based on the entire premum it wites in the
state. Therefore, AFLAC s health policy premumis about $7,500
and its assessnent anmount s to about $88, 000. The
af orenent i oned, per AFLAC s opinion, doesn't seem to be
appropri ate. M. GCeorge related that the basic concept of the
sponsor is to spread the costs [of the high risk pool] anbng a
| arger group. He nentioned that [ACHIA] isn't a welfare program
but rather a social program and thus it's appropriate to spread

the cost through a |arger group. As has been related, these
peopl e are paying 150 percent of the premum of a regular health
i nsurance policy. Al t hough [ACHI A provides] a subsidy, it

certainly isn't welfare because the individual is doing his or
her part as well.

4:30: 07 PM

MR. CGECRCE opined that health insurance is expensive and no one
wants to pay nore. However, everyone who has a health insurance
policy is already paying nore, and had no choice in the nmatter

He further opined that those folks are being assessed nore than
their fair share. Wth regard to the notion that HB 29 proposes
an unfunded nandate, he agreed because no one wants to fund it.
In fact, he didn't believe, when placed on the ballot, that
voters would support paying for it. M. Ceorge then pointed
out that people who buy health insurance policies from an
i nsurance carrier already pay a premum tax, which is passed on
to the policyholder. However, self-insured unions and
muni cipalities don't pay a prem um tax. Wth regard to the
savings that self-insured entities show, he attributed those, in
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part, to the fact that they aren't subject to the regulations or
the 2.7 percent premumtax to which insurers are subject.

4:32: 03 PM

REPRESENTATI VE GUTTENBERG related his belief that nost of the
people [in the high risk pool] will come from [entities] that
don't offer health insurance. The [ACH A plan] subsidizes those
who don't want to offer health insurance to their enployees. He
poi nted out that those with health insurance are paying not once
but twice for these wuninsured individuals. Representati ve
Quttenberg said that he didn't know why the legislature isn't
addressi ng those conpanies that don't offer health insurance.

MR. CGECRCE acknow edged that the aforenentioned is a possible
solution, and if such legislation were introduced it would
provi de sonething else to tal k about.

4:34:24 PM

REPRESENTATI VE ROKEBERG refuted Representative CQuttenberg's
statenent that the problem is wth those [enployees of
enpl oyers] who aren't paying for health insurance who enter
ACHI A. Representati ve Rokeberg pointed out that ACH A is only
provided for those who wll pay for the high premum and
furthernore these individuals have to have been refused coverage
fromtwo carriers. He enphasized that [ACH Al covers people who
want to pay, but can't obtain coverage. Representative Rokeberg
clarified that HB 29 is not intended to reform the health care
i nsurance systemin the state or country.

REPRESENTATI VE GUTTENBERG informed the conmittee that in his
union and other trade unions there is no exenption for high
risk, rather the enployee joins [the wunion] and receives
cover age. However, other enployers [won't] enploy a high-risk
i ndi vi dual

REPRESENTATI VE ROKEBERG interjected t hat t he hi gh-ri sk
i ndi vi dual then can seek coverage from ACHI A

REPRESENTATI VE CRAWFORD posed a situation in which an individua
had a condition that kept him or her from getting private

i nsur ance. However, it would seem that individual, if working
for McDonald's, would be insurable. He asked if that would be
correct.

4:37:41 PM
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REPRESENTATI VE ROKEBERG rem nded the comrittee that in order to
participate in ACH A one nust be able to pay the higher prem um
Therefore, ACH A isn't necessarily for individuals with |ower
income or enployees of small businesses wthout insurance
coverage, except that those people could afford to purchase an
i ndi vi dual policy. He pointed out that the pool actually pays
for the difference between the prem um the individual pays and
the actual cost, which is substantial.

4:38:35 PM

MR. LARKIN interjected that frequently individuals wth high
medical clainms don't have to pay the cost for ACH A because the
treating physician understands that the individual doesn't have
i nsur ance, and therefore wll pay the premum for the
i ndi vi dual . In other words, the individual's nedical bills are
so high that the cost for the [ACH Al premum is mniscule
conpared to the individual's need for treatnment, and thus the
provider wll cover that. The provider does the aforenentioned
for COBRA prem uns as well.

4:39:34 PM

MR, GECRCE pointed out that there are a lot of snmall businesses
that can't afford to pay for health insurance for the enployees
for which they can barely pay. He suggested that any further
burden on these small businesses could put them out of business
and result in nore unenploynent. Furthernore, he wasn't sure
that there are enough |arge enployers to assess.

REPRESENTATI VE ROKEBERG related his understanding that a snmall
business that can afford to have health insurance is paying the
ACHI A assessnent through its underwiters, while the |large self-
i nsureds, such as BP, ConocoPhillips Alaska, 1Inc., and the
Teansters Union, aren't [paying the ACH A assessnent through
their underwiters].

MR. GEORGE agreed, adding that individuals who need the coverage
but whose enployer can't afford it, |leave the individual to pay
for it out of his or her own pocket.

4:41:16 PM

KATIE CAMPBELL, Life/Health Actuary, D vision of |Insurance,
Departnent of Comrerce, Community, & Econom c Devel opnent
(DCCED), turned to Representative Crawford's earlier question
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regarding how this proposal would work if there were enployers
in another state that enployed Al askan workers. She likened it
to the situation that the insurance conmpany has when insuring an

out-of-state enployer with a nunber of Al aska enployees. In
such a case, the [enployer] is only assessed for the Al aska
enpl oyees not for all the enployees in the plan. In further

response to Representative Crawford, she said that she didn't
know of an exact formula to determne which enployee is an
Al askan, but she said that where the enployee considers his or
her primary residence would be reviewed. M. Canpbell clarified
that this legislation doesn't apply to self-funded or self-
insured plans [nor] the |arge nongovernnental union plans. She
further clarified that Version | merely assesses stop-Iloss
insurers and insurance conpanies. If the stop-loss insurers
pass that on to the enployers, then that's how [the enployer]
woul d end up paying a share.

4:43: 36 PM

REPRESENTATI VE CRAWFCRD specified that the concern was that if
[a conpany] had stop-loss insurance, then it would be required
to pay [the assessnent]. When one refers to "very large", he
said he wasn't sure what that meant. He inforned the commttee
that altogether, the Pacific Union Ironwrkers nunber about
3,000 of which less than 300 reside in Alaska. The two options
[the Pacific Union Ironwrkers] have discussed have been to
either elimnate the stop-loss insurance or drop Al aska
ironworkers fromthe Pacific Northwest. Representative Crawford
then recalled M. George's testinmony which related that AFLAC
was assessed $88,0000 with premuns of $7,500. However, he
opi ned that the premuns were actually $7.5 mllion.

M5. CAMPBELL then explained that AFLAC wites a substantial

anmount of other types of business besides nedical. For exanple,
AFLAC wites disease-specific policies and those are being
assessed as if they were a nedical policy. Wth regard to

Representative Crawford's correction, M. Canpbell related her
understanding that M. George was saying that AFLAC has $7, 500,
for exanple, of mmjor nmedical prem um and that qualifies them as
a menber. However, under the current assessnment fornula and no
matter what kind of health insurance type business they wite,
AFLAC is assessed on everything - not just the $7,500.

4:46: 39 PM
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REPRESENTATI VE CRAWORD expressed curiosity with regard to how
this would work if the ironwrkers were going to be assessed
$88, 000 and the cost spread anong 150 ironworkers.

REPRESENTATI VE ROKEBERG deferred to Ms. Canpbell and asked that
she address the range of cost per covered |ife and what would
constitute an ERI SA-exenpt organi zati on.

M5. CAMPBELL related her understanding that no state can
regul ate self-funded enployer plans and union plans under the
Taft Hartley Act. The state can regulate it's own governnenta
pl ans. She specified that the state can't regulate union and
sel f-funded single large enployer type plans, such as that of
BP.

REPRESENTATI VE ROKEBERG comment ed that sonme of the entities "we"
are trying to get to, we can't get to; and the | abor unions are
probably exenpt under ERI SA

M5. CAMPBELL agreed that [the state] cannot regulate or assess
the union plans, only the stop-loss carriers can be assessed

Therefore, to the extent that the union plans purchase stop-I|oss
i nsurance, the state can regulate stop-loss insurance and assess
stop-loss carriers. In further response to Representative
Rokeberg, Ms. Canmpbell confirmed that the aforenentioned is true
even for nongovernnental union organi zations.

4:49: 03 PM

M5. CAMPBELL, in regard to the range of incidence, pointed out
that she has an analysis illustrating the inpact on the stop-
| oss carriers. The assessnent of the stop-loss carriers, under
Version | wth the anendnment not including State of Al aska
retirees, as a percentage of premum being paid for stop-I|oss
coverage woul d be about 4.5.

4:50: 02 PM
M5. CAWMPBELL, in further response to Representative Rokeberg,

informed the commttee that all of the stop-loss insurers that
have reported on the [division's] survey would be assessed a

total of about $1.9 mllion for all of the stop-loss insurers.
The aforenmentioned represents about 4.5 percent of stop-loss
prem uns. Ms. Canpbell related that the stop-loss insurers are

paying in assessnent is about 1.2 percent of their premum
Therefore, HB 29 would result in an increase to approximtely
4.5 percent of prem um
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REPRESENTATI VE ROKEBERG asked if the division tried to relate

this to an individual covered I|ife <cost in any of the
cat egori es. He recalled that about three years ago there was a
simlar bill for which he recalled [the individual covered life

cost] was about $0. 96.

REPRESENTATI VE CRAWFORD surmnmised then that [an entity] can | ook
at its current stop-loss cost and take 3.5 percent, which would
be the additional [cost] under HB 29.

Ms. CAWMPBELL clarified that the stop-loss premuns would
i ncrease by about 3.5 percent of an entity's current total cost.
In regard to Representative Rokeberg's question [regarding the
i ndi vidual covered life cost], M. Canpbell said that a rough
cal cul ation specifies that it would be about $1.60 a nonth per
covered person for those plans with stop-loss coverage.

REPRESENTATI VE ROKEBERG expressed interest in honing in on that
informati on because it nmay put things into perspective for sone
peopl e.

4:52:55 PM

REPRESENTATI VE ROKEBERG referred to page 5 of the docunent
entitled, "HB 29 Analysis of Change in Assessnment Fornula".
The docunment relates that Prenmera Blue Cross has 83,000 covered
lives with a current share of 62.01 percent and a current anount
assessed at $3, 100, 000. If HB 29 were to pass, the assessnent
for Premera Blue Cross would drop to 32.8 [percent] or about
$1.5 mllion. Therefore, there is a potentiality of |owering
the cost to those in that category by spreading the cost. He
then asked if the aforenmenti oned woul d be a correct assessnent.

[ M5S. CAMPBELL] indicated that it would be correct.

REPRESENTATI VE ROKEBERG asked if, before the wunion trusts and
the state enpl oyees stepped out, the state was paying in excess
of $400, 000 i nto ACH A.

M5. CAWMPBELL recalled that in 1997 [ACH A] had about a $30
mllion prem um base. Although she couldn't renenber the exact
portion of the assessnent, she said she believes Representative
Rokeberg is correct.

REPRESENTATI VE ROKEBERG clarified that the whole state [becane
self-insured] and even the noncovereds becane self-insured and

HOUSE L& C COW TTEE - 24- April 8, 2005



nmoved out from under the ACH A assessnent. He related his
understanding that under HB 29 the fiscal note to the state wl|
be in the anmount of $277, 000.

4:54:57 PM

M5. CAMPBELL agreed that would be the approximte cost.

REPRESENTATI VE ROKEBERG said that although one can characterize
HB 29 as a tax, it's a tax on a greater nunber of people. "But
we do have a provision in here that any makeup you can't charge
it back to the [state] enployee, is that correct,” he asked.

4:55: 23 PM

M5. CAMPBELL agreed, specifying that it was the AS 39 provisions
in HB 29.

REPRESENTATI VE ROKEBERG stated that HB 29 is inportant
| egi slation, although it may not be the entire answer. He
expressed interest in hearing from snmall governments and
organi zed labor with regard to suggestions to solve this grow ng
dilemma. He noted his agreenment with the notion that there is a
maj or problemin this country with increasing health care costs
and the cost of insurance. Represent ati ve Rokeberg requested
that Ms. Canpbell explain the terns of the H PAA requirenents
and the state's alternative.

4:56: 35 PM

M5. CAMPBELL infornmed the commttee that in 1996 the president
signed the law requiring portability of health coverage anong
enpl oyers and established guarantee issue requirenents. The |aw
requi renent nmeans that coverage had to be guaranteed to
enpl oyees who left enployment [no matter] the reason. The
qualified high risk pool was one of the nechanism that the
federal governnent allowed states to use. She highlighted that

anyone who cones into the state's pool is guaranteed to be
accepted and doesn't have to sit out any type of preexisting
condition waiting period. If the state hadn't adopted an

alternative mechanism the insurance carriers wuld ve had to
offer different individual plans that would have to guarantee
i ssue.
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REPRESENTATI VE ROKEBERG opi ned that with the guaranteed benefit
option people wouldn't have to have insurance until they were
sick, and then they could run out and purchase insurance.

4:58:51 PM

Ms. CAWMPBELL said that there have been attenpts to place
constraints around that. The insurance conpanies were having
problenms witing in this [high risk] market because if people
with health conditions could always be guaranteed coverage, then
they could wait wuntil a condition arose and then purchase
i nsur ance.

REPRESENTATI VE ROKEBERG i nterjected that then insurance woul dn't
wor k because there wouldn't be any nonies to pay for it until
there was an incident for which coverage was necessary.
Therefore, by default the state has a high risk pool to offer
when there is no other viable tool.

4:59: 36 PM

LI NDA HALL, Director, Division of Insurance, Departnment of
Commerce, Community, & Econom c Devel opnent (DCCED), comrented
that she supports Representative Rokeberg's plan because the
ACHIA plan is critically inportant to consuners who need health
coverage. She then commended Ms. Canpbell for her diligent work
with applications for federal grants. In fact, last year [the
di vision] was awarded in excess of $500,000 in a federal grant
that was applied toward funding the ACH A pl an. Therefore, the
division is also |looking for other ways to bring in funds for
ACHI A.

5:00: 46 PM

REPRESENTATI VE KOTT announced that HB 29 woul d be hel d over.

ADJ OQURNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned
5:01:11 PM
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