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ACTI ON NARRATI VE

CHAI R FRED DYSON cal l ed the Senate Health, Education and Soci al
Services Standing Conmttee neeting to order at 1:28:28 PM
Present were Senator Gary Wl ken and Chair Fred Dyson. Senators
Kim Elton and Donny O son joined the neeting in progress.

Overview. Medicare Prescription Drugs - Departnent of Health
and Soci al Services

CHAI R DYSON announced that the commttee would hear an overvi ew
on Medi care prescription drugs.

1: 33: 32 PM

ROD MOLINE, Director, Division of Senior and Disabilities
Services, Departnment of Health and Social Services (DHSS),
expl ained that his division has oversight responsibility for the
Medi care Part D prescription drug program He introduced Essien
Ukoi demabi a, the program coordi nator and primary presenter.

ESSI EN UKO DENMABI A, Seni or Car e I nf or mati on Ofice
("SeniorCare"), Dyvision of Senior and D sabilities Services,
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Departnment of Health and Social Services, informed nenbers that
SeniorCare houses the Medicare office and ensures there are
conpet ent Medi care  counsel ors; these are volunteers, 53
t hroughout the state. They received three days of training in
Anchorage, and after certification returned to their comunities
to do face-to-face work. SeniorCare then set up enrollnent-
assistance networks, sites at which enrollnment for Medicare
Part D occurs.

She offered a statewide listing of enrollnent sites, year-round
volunteers and related information. She said SeniorCare
counsel s Medicare recipients on anything involved with Mdicare.
Reci pients include those who are dual-eligible for Medicare and
Medi cai d; Medi care recipients who have other health care
i nsurance and thus need to conpare coverage; and those who have

Medi care only. The latter may need extra help from Soci al
Security to pay their premuns, deductibles and co-insurance if
their incone is limted. If their inconme isn't limted enough

for Social Security to help, however, SeniorCare is brought to
their attention, since it may pay deductibles and premuns for
Medi care Part D for those over 65 years of age.

1: 37:45 PM

M5. UKO DEMABI A said her organization realizes not everyone has
a conmputer and thus offers personal contact to such people.

CHAIR DYSON call ed an at-ease from 1:39:25 PMto 1:39:50 PM

M5. UKO DEMABIA, in response to Chair Dyson, explained that
Medi care was inplenented in 1965 as a health care program for
i ndi vidual s 65 and over. It didn't include prescription drugs.
Dual -eligible participants got their prescription drugs under
the Medicaid program run by the state. Now, however, they nust
get them from Medicare. Only a couple of drugs are excluded by
Medi care that Medicaid still takes care of.

She noted this will be admnistered by private conpanies - 11
prescription drug plans that are contracted to sell their drugs
to Medicare recipients. Those 11 plans have 28 options. Dual -
eligible participants cannot choose anong all options, however,
because the premiunms for sone are higher than the $34.66 cap
that has been set. Instead, the Centers for Medicare and
Medicaid Services (CV5), U S. Departnent of Health and Human
Services enrolled dual-eligible individuals, as of Decenber 31
into a plan that took effect January 1, 2006.
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1:42: 29 PM

M5. UKO DEMABI A reported that her job is to get hold of anyone
m ssed by the conputer to ensure people are on track and don't
do without their prescriptions drugs for even a day. Enroll nent
began Novenber 15, 2005, and goes until WMy 15, 2006. Nor nal

enrol | ment, however, will be Novenber 15 through Decenber 31 of
each year after this - 45 days. No prescription drug plan
exi sted before January 31, 2006. A transition program the
"di scount card,"” began June 1, 2004; it still exists, and if a

person didn't wuse all of his or her benefit in 2005, then
what ever was left on that discount card was rolled over into
this year, but cannot be used after May 15, 2006.
CHAI R DYSON asked what seniors can do to get help.

M5. UKO DEMABI A described the nedicare.gov website, where a

person can be guided through the plans. Sonmeone who wants to
talk to a living person can phone the senior center or neal
site, and wll be told who in their community serves as a

volunteer. The state hotline is al so avail abl e.
1:46: 43 PM

M5. UKO DEMABI A provided details about seniors near the federal
poverty |evel. In response to Chair Dyson, she said senior
citizens should know the follow ng: the nunber of her office,
1- 800-478-6065; the dosage of their prescriptions; and the
information on their red, white and bl ue Medi care card.

1:51: 25 PM

CHAI R DYSON renmarked that he didn't see any counselors at the
Chugi ak seni or center.

M5. UKO DEMABI A affirnmed that, saying her job is to try to
recruit and establish offices in that area.

1:53: 57 PM

M5. UKO DEMABI A offered sone details relating to a hypotheti cal
scenari o posed by Senator W/ ken.

CHAI R DYSON t hanked t he presenters.

SB 250- DOVESTI C VI OLENCE/ SEXUAL ASSAULT COUNCI L
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CHAI R DYSON announced SB 250 to be up for discussion. He opened
public testinony.

1:56:11 PM

CHAI R DYSON interpreted Comm ssioner Tandeske's witten comments
to be saying he agrees with the auditor's concl usions about the
conposition of the board, but not with the proposed Anmendnents 1
and 2, offered and discussed at the 2/17/06 hearing. Chair
Dyson asked whether that is a fair sunmary.

Bl LL TANDESKE, Conmi ssioner, Departnment of Public Safety (DPS)

replied, "Alnost." He clarified that he doesn't take issue with
the finding of an appearance of a possible conflict in requiring
that the governor consult the Network for Donestic Violence and
Sexual Assault (Network). However, as a practical matter, he'd

be inclined to consult it anyway. He al so doesn't oppose the
designation of a rural position, which he has advocated for.
However, excluding sonme small commnities such as Pelican or
Angoon - connected only by the Al aska Marine H ghway - perhaps
was overly restrictive. He enphasized having true public
menbers that bring a wide variety of life experiences to the
Council on Donestic Violence and Sexual Assault (Council) - or

to any board or comm ssioner, for that matter.
1:58: 48 PM

Bl LL HOGAN, Deputy Conm ssioner, Departnment of Health and Soci al
Services (DHSS), referenced his letter regarding Senator
Therriault’s position on the auditor’s comments and the proposed
anendnent s. Noting his own coments wuld be simlar to
Comm ssi oner Tandeske's, M. Hogan said DHSS doesn't believe the
Network should have exclusive consultative authority - the
system has many other stakeholders including police, hospitals
and other providers from whom input is inportant. He concurred
with having a designated rural nenber, but suggested the
| anguage in the proposed anendnent is restrictive. He also
suggested, in general, that the pool of potentially qualified or
conpetent candidates for the Council shouldn't be limted; he
noted that his witten comrents reflect that.

CHAIR DYSON asked whether M. Hogan agreed wth the
recommendations of the auditor, put forth in SB 250, and
di sagreed with the proposed anmendnents.

MR. HOGAN affirnmed that.
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CHAI R DYSON called a brief at-ease.
2:01: 25 PM

SUSAN A. PARKES, Deputy Attorney GCeneral, Cimnal D vision,
Depart ment of Law (DQL), noting that she is the DO
representative on the Council, expressed support for extending
the Council and offered to answer questions.

CHAIR DYSON referenced an e-mail from Ms. Parkes that stated,
anong other things, opposition to the anmendment to SB 250 that
woul d excl ude state enpl oyees from serving as public menbers.

2:03:42 PM

PAT DAVI DSON, Legislative Auditor, Division of Legislative Audit
(DLA), infornmed the conmmttee that after the l|ast hearing and
review of anendnents, she'd gone back to |look at the sunset
reviews conducted by DLA in the past. She'd been | ooking for
any findings and recommendations in those reports that had, at
their core, a concern about the conposition of the Council. She

reported that none of them identified the actual conposition of
the Council as a core problem

SENATOR ELTON arrived at 2:04:22 PM

M5. DAVIDSON, in response to Chair Dyson, explained that the
anendnents di scussed at the previous [2/17/06] hearing seened to
address who was on the Council. Therefore, she'd wanted to
determine if there had been problens wth the Council's
conposition or the qualifications of appointees in the past,
given the old rules. She'd found no problens relating to the
conposition of the Council as it currently exists.

2:05:49 PM

TOM MAHER, Staff to the Legislative Budget and Audit Conmittee
(LB&A), reported that he'd checked with Senator Therriault on
t he anmendnent and that Senator Therriault had also reviewed the
depart ment al responses. M. Maher noted that LB&A had
elimnated the reference to the Network. Al t hough Senat or
Therriault was quite supportive of putting back a Network nenber
on the Council as an ex-officio, nonvoting nenber, after
reviewi ng the departnental responses he feels nuch less strongly
about it because the departnents were opposed to that and
indicated it would be a conflict. He added that, in general,
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Senator Therriault doesn't support a conplete rewiting of the
Counci |l ' s conposition.

PEGGY BROWN, Executive Director, Al aska Network on Donestic
Vi ol ence and Sexual Assault, supported the extension of the
Counci | . She said the suggested |anguage that was submtted by
the Network regarding its elimnation from statute was nerely a
response to a request, and the Network would be happy to place
the matter entirely in the hands of the Council.

She referred to a letter to Ms. Davidson from the chair of the
Counci | . Ms. Brown reported that it basically says the
fol | ow ng: the Council recognizes and understands the nerit of
this issue; it's inportant to note that the governor is not
bound by any recommendation by the Network; and because of this
safeguard, the Council Dbelieves obtaining input from the
Net wor K, which has significant know edge and experti se,
outweighs any limtations or theoretical conflicts.

2:08: 25 PM

M5. BROWN rem nded nmenbers that in |ate 1978 the Network forned,
and in late 1981 the Council was fornmed at its behest, because
of a perceived need for a state agency wth pass-through
capabilities for funding. She said the Network put forth the
items in the anendnents to formalize existing beneficial
i nteractions between the Network and the Council. For instance,
the Council currently invites the director of the Network to
participate in its meetings.

She explained that the idea behind establishnent of an ex-

officio position for a Network nenber is to provide
institutional know edge. This applies not only to prograns
statewde, but also to work wth the governor's Council on

Disability and Special Education, Ofice of Children's Services
(OCS), and the Division of Public Assistance. "W're very tied
in to other state systens,” M. Brown pointed out. She
di sagreed that being an ex-officio nmenber would be a conflict,
and offered that it wuld be an asset instead, providing
stability and know edge of donestic violence and sexual assault
i ssues across the state. It just formalizes what already
happens and ensures continuity, she concl uded.

2:10: 26 PM

M5. BROM enphasized the Network's expertise, citing her own
background in both |aw enforcement and nedicine as an exanple
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and nentioning the varying backgrounds of other staff; she
highlighted their desire to be at the governor's service and to
provide a screening process for ©potential candidates for
nmenber shi p.

2:12: 39 PM

M5. BROWN remarked that the criteria for public nenbers in the
amendnents were put forth to ensure a broad perspective within
the Council. Expressing reservations about the exclusion of
state workers from serving as public nenbers on the Council, she
offered to work with anyone on that part of the anendnent.

SENATOR OLSON arrived at 2:14:53 PM

SENATOR COLSON asked Ms. Brown to relate her position on the
proposed anendnents.

M5. BROMN replied that the Network should remain at the service

of the governor in making recommendations of pot enti al
appoi ntees, and that the director of the Network should be an
ex-officio nmenber of the Council. She supported the designation
of a rural public-nmenber seat on the Council, as well as a seat

for a survivor of domestic violence or sexual assault, or the
advocate of such a survivor

SENATOR OLSON asked her position on the anmendnent that has two
public nenbers, one a survivor and one an expert in the field.

M5. BROMN replied that she supports the amendnent.
2:18: 26 PM

BARBARA MASON, Executive Director, Council on Donestic Violence
and Sexual Assault, Departnent of Public Safety, reported that
she'd contacted all Council menbers and that nuch of her
testimony would be a synopsis of their comments. The first
guestion al nost every menber had asked was the purpose of the
amendnent and the situation it was trying to fix. Most were
al so concerned about whether the bill would create problens.
For exanple, it would renove from consideration over 14,000
public enployees that are Alaskan residents with expertise in
the field of sexual assault and domestic violence. There are
some inconsistencies wth the public-enployment pieces in
differentiating bet ween gover nnment enpl oyees anong t he
muni ci palities, boroughs, cities, tribal entities and so forth,
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Ms. Mason said, which asks the question of defining “state
enpl oyee.”

She said the Council supports extending the sunset audit to 2014
and doesn't oppose having one public nmenber from rural Al aska.
However, the Council is concerned about the exclusion of nenbers
from coomunities on the Al aska Marine H ghway and asks to keep
that option open. The Council opposes restricting the election
of the other two public nenbers for several reasons, such as how
to define an expert in this field - there are no university or
coll ege degrees in donmestic violence or sexual assault, and no
standard qualifications to identify such a person. Many of the
current commttee nmenbers have achieved expertise through
i nformal neans, Ms. Mason not ed.

She reported that the Council is concerned about subsection (c)
of the amendnment due to its limtation; the Council would prefer
to keep the pool as large as it can. The Council does not
support having the executive director of the Network as an ex-
officio nmenber - the Network is conposed of the prograns that
are funded, and it receives grants issued by the Council, so a
conflict-of-interest issue is the cause for concern. The
Council is pleased with its current relationship wth the

Net wor k, Ms. Mason said, and works to include their opinions.
2:23:55 PM

M5. MASON enphasized that all the neetings are public and
everyone is nore than welcome to participate. The Counci

opposes excluding state enployees as public nenbers, since they
often have a great deal of experience and expertise in the

field. Donestic violence victins receive services from |aw
enf or cenent of ficers, ener gency medi cal peopl e, oCs
prosecutors, |egal advocates, courts, tribal courts, judges,

housing authorities, batterers' progranms, treatnent prograns,
and so forth. A nunber of people working for these agencies are
gover nnent enpl oyees.

2:25: 55 PM

SENATOR ELTON asked why the Council prefers to have a majority
of state enployees, rather than |ooking for additional outside
perspective from the municipalities, nonprofits organizations
and so forth.

M5. MASON clained state workers have a unique expertise, given
their positions within the state, and said the Council hesitates
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to limt the positions to advocates for the victins. She asked
where the expertise would cone from when dealing with offenders.

2:28:14 PM

SENATOR ELTON explained that his proposed anendnent doesn't
limt the public seats to nonprofit enployees or the nedical
pr of essi on. Instead, it nerely prevents the possibility of
overrepresentati on by one comon category of people.

M5. MASON remarked that in sonme ways the Council's purpose is to
address sonme state government entities that deal with domestic
vi ol ence i ssues. He suggested state workers have valuable
insight into the operation of the aforenentioned entities.

SENATOR ELTON responded that it seenms stacked in favor of the
state, however.

CHAI R DYSON advised Senator Elton that if he wished to nodify
any of his amendnents, the commttee would hear them at the next
bill hearing. [SB 250 was hel d over.]

SB 299- NONDI SCRI M NATI ON  HEALTH CARE PROVI DERS

2:32: 37 PM
CHAI R FRED DYSON announced SB 299 to be up for consideration.

SENATOR RALPH SEEKI NS, Al aska State Legislature, sponsor, began
by paraphrasing the full title, which read:

An Act relating to preventing unfair discrimnation
against a health care provider who is willing to neet
a heal th insurer's ternms and condi tions for
participation in the insurer's plan, policy, or
contract for health <care services; anending the
definition of 'provider' as it relates to authorized
collective negotiations by physicians affecting the
rights of providers under health benefit plans; and
providing for an effective date.

He said AS 21.36.090(d) pertains to wunfair discrimnation
agai nst a person who provides services covered under a group

heal th insurance pl an. It comes into play as a function of the
relati onship between health care providers and group health care
syst ens. Recently, the U 'S. Suprenme Court upheld Kentucky's

"any willing provider” (AW) |aw, which offers a nore robust
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alternative to Alaska's current law. Thus SB 299 woul d repl ace
AS 21.36.090(d) with case-tested AW | anguage, Senator Seekins
tol d nenbers.

He noted that the nove towards AW |anguage also required a

change to t he definition of "heal th care provider."
Consequently, the original definition as used in Title 23 had to
be restored. This is found in Section 2 of the bill. Senat or
Seekins said the AW concept pronotes the individual's ability
to choose a health care provider. The AW |aw says a health
i nsurer cannot discrimnate against any provider that is wlling

to neet the terns and conditions for participation established
by the health insurer, assuming the provider is located within
t he geographic coverage area of the health benefit plan.

He explained that this 1is especially pertinent when, for
exanple, a wonan in the second trinester of pregnhancy changes
jobs and may be forced to change health care providers if her
current provider isn't recognized by her new health insurance

pl an. If the patient's non-network physician is wlling to
accept the network fee schedule - and neets the insurance
conpany's licensing and credentialing standards - the patient

shoul d be able to continue to see the known and trusted doctor.

He concluded by saying SB 299 adopts into Alaska law the "any
willing provider" concept, thereby pronmoting and preserving
Al askans' ability to choose their own health care providers.
Senator Seekins infornmed the conmttee that a nunber of experts
were present to testify and of fer exanpl es.

2:36: 13 PM

SENATOR SEEKINS, in response to Senator WIken, said there was
no fiscal note that he knew of.

SENATOR OLSON asked how the "638" contractors in rural Al aska
woul d be affected. He explained that this relates to Public Law
638, which applies to health corporations in Bush Al aska that
recei ve federal funds.

SENATOR SEEKI NS deferred to one of the experts.
2:38: 09 PM
GECRCE RHYNEER, MD, Al aska Physicians and Surgeons, inforned

menbers that he is a cardiologist from Eagle River, in practice
in Alaska for 35 years. He noted that Al aska Physicians and
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Surgeons is a Southcentral physician group that, in this case,
is representing its patients.

He suggested all patients would support this because it provides
freedom of choi ce. He gave exanpl es. For instance, he prefers
to refer patients to a certain endocrinologist, but finds sone
cannot see that doctor because they'd be severely penalized
econom cally by the insurance conpany. Furthernore, people with

life-threatening illnesses aren't benefited by swtching
physi ci ans. Not having the ability to choose one's own
physician is counter-therapeutic. For best outcones in illness,

Dr. Rhyneer said, it’'s inperative that the patient trust the
physi ci an and have choi ce.

He also tal ked about the econom c effect on physicians when an
i nsurance conpany can select or deselect doctors to be on the
panel . He said it makes it especially difficult to recruit
physicians to conme to Alaska if, after they set up business and
establish patients, an i nsurance conpany can t hreat en
desel ection unless the doctor kowows to an onerous econonc
rel ati onship. Dr. Rhyneer concluded by saying there are
i nnumer abl e good reasons for having this |egislation.

2:42:51 PM

CHAIR DYSON asked about the relationship between Al aska
Physi ci ans and  Surgeons Goup and the Alaska Medica
Associ ati on.

DR. RHYNEER explained that the latter is a professiona
organi zation, partnered with the Anmerican Medical Association.
The first organization was started six or seven years ago as
nore of a business and |egislative group. They are separate
or gani zati ons, although many menbers of one belong to the other.

CHAIR DYSON referred to wunspecified docunentation he'd been

given that says passage of this law will drive up costs. He
offered his understanding that the bill says whoever the
provider is nust agree to the fee schedule offered by the third-
party payer. He asked whether that is Dr. Rhyneer's

under st andi ng of what is being done.
DR. RHYNEER affirmed that.

CHAIR DYSON asked Dr. Rhyneer to clarify his statement that
doctors woul d have to agree to an onerous remuneration schedul e.
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DR. RHYNEER expl ai ned that when an insurance conpany has a |arge
share of the business in a community and can direct its patients
from one group of physicians to another - by having or not
having them on its panel - then it's hard for a physician to
refuse the offered pay scale, even if it's less than overhead
costs, because all those patients could be sent el sewhere.

CHAI R DYSON rel ated his understanding that in this bill a doctor
woul d give a group discount for having all those referrals. | f
one patient decided to stick to another doctor, however, then
the other doctor would have to agree to this discount schedul e
in order to be paid by the third-party payer.

DR. RHYNEER affirnmed that. He suggested in larger comunities
such as New York City or Chicago, with thousands of physician
groups and perhaps hundreds of hospitals, it's easier to defend
that kind of predatory activity by insurance conpanies.

2:46: 40 PM

SENATOR ELTON said it seens if an enployer cannot negotiate a
price break on health care, then either the enployer's health
care costs could rise or changes could be made to enployees'
benefits.

DR. RHYNEER responded that in other jurisdictions there has been
no apparent change in the cost to conpanies or providers of
i nsurance, through their premuns, when AW |aws have been
established; it appears, from "observations and neasurenents,”
that AWP has no del eterious effect on that rel ationship.

SENATOR ELTON expressed interest in the observations cited by
Dr. Rhyneer. He noted that others have cited observations
pointing to the opposite concl usion.

DR. RHYNEER said in Al aska alnost all noney spent on health care
remai ns in Al aska. It goes towards inproving care, nachinery,
noderni zation and the availability of nurses; very little goes
el sewhere to shareholders and so forth. He pointed out that so-
called managed <care has had a serious effect on the
avai lability, and probably the quality, of health care delivered
out si de of Al aska.

SENATOR ELTON reiterated that data woul d be hel pful.

SENATOR OLSON remarked that he thought noney from Providence
Al aska Medical Center went back to the main offices outside the
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state, which helped to ensure that other health care ventures
were put in place.

DR. RHYNEER replied that he has heard that runor, both in the
past and recently. However, he is on the board for that
institution, and every nonth they get a rundown of the finances.
He said he has never seen evidence that noney is transferred to

the Seattle office, which is an owner. He added that the
corporation does require remuneration for the services it
provides to the local hospitals - the outsourcing, the billing,

and so forth, which are done in Seattle. However, the majority
of the "margin" noney is used for capital inprovenents.

SENATOR OLSON expressed concern for owners of small businesses,
who often have trouble affording health insurance for enpl oyees.

DR. RHYNEER said he believes there is a far nore elaborate
answer than he could provide. "I think this, from observati ons,
plays a very small part in that issue,” he added.

SENATOR OLSON asked whether the concept in this bill works
agai nst that, however.

DR. RHYNEER replied that there is no evidence it does.

SENATOR SEEKINS returned to earlier discussion, saying, "I think
the answer to your question about whether or not your physician
has to accept that fee is correct, but you get to go and say,
"WIIl you do this for me?" It's not that you have to accept the
entire panel of people that you send to that physician.”

2:53:12 PM

SENATOR W LKEN asked whether this legislation will help attract
physicians to Alaska or will deter them

SENATOR SEEKI NS opined that it will help, expanding the universe
of avail abl e physi ci ans.

2:54:15 PM

M KE HOGAN, Executive Director, Al aska Physicians and Surgeons,
noted that his organization is a 170-nmenber physician group in
Anchor age. He spoke in strong support of SB 299. In answer to
Senator Wl ken's question, he said his group has been working
with other entities to create the nost favorable health care
environment in Alaska to attract new physicians - this is one of
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their chief goals, and this bill is one piece anong several

pieces of legislation over the years. He said the Ilikely
relationship with insurance carriers is one criterion that new
doctors will [|ook at. Now that the Suprene Court has cleared
the AW idea, he surmsed there wll be an increase in
| egislation in other states. He offered his belief that this
will attract new physicians and be good for patients.

SENATOR ELTON pointed out an elenent not being discussed: t he
ability of enployers of l|arge nunbers of people to negotiate
health care costs, which also would benefit patients. He said
it seems the AWP system will give less incentive for any health
care provider to negotiate a fairly significant break for the
enpl oyer - and thus for the enpl oyee.

VR. HOGAN referred to the group-discount nodel , cal l ed
"steerage," saying it works nuch better in states wth an
over abundance of physicians. The state nedical association has

calcul ated Al aska to be 400 physicians short, out of a private
physi ci an popul ati on of about 1,200. Sone plans other than Bl ue
Cross have had trouble establishing significant panels in this
state. He asked Senator Elton to el aborate on his concern.

SENATOR ELTON explained that he wunderstands the benefit of
patients' ability to choose their doctors. However, this also
reduces enployers' ability to negotiate |lower rates, and that
ability would benefit patients through either |lower costs or a
broader nmenu of health care options.

MR. HOGAN reported that Kentucky has |ooked at this issue and
costs for the last ten years; he indicated he could provide that

information, and said the state contends that it hasn't
significantly affected costs. Acknow edging that |egislators
will have to weigh the argunent posed by Senator Elton when

del i berating, he nonethel ess enphasized focusing on patients'
ability to choose their health care providers.

SENATOR ELTON requested that M. Hogan provide the information
from Kent ucky.

CHAI R DYSON pointed out that when there is are negotiated | ower
prices for one group of enployees, it works against people who
don't have insurance and thus pay their own way.

3:00:12 PM
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SENATOR OLSON asked how this bill wwuld affect the "638"
contractors.

MR. HOGAN said he didn't know, but could provide an answer.

CHAIR DYSON asked to hear from any testifiers who had tine
constraints or wouldn't be avail able the foll ow ng Wednesday.

3:01:12 PM

GREG LOUDON, Health Care Consultant, WIlis of Al aska, spoke in
opposition to SB 299. He began by discussing cost containnment,
a broad term for a tool box of nmethods to reduce costs for health
pl ans. He said contracting with a select group of providers is
one of the best nethods his organization has for limting costs.
They can't expect discounts from providers w thout offering them
directed health care dollars in exchange. He related exanpl es.

He expl ained that contracting is key to offering and using cost-
cont ai nment nethods; he nmentioned the quality of the provider

and ongoi ng care. M. Loudon said it isn't just a matter of
price. When choosing health care providers, they check the
background and experience as well as any conplaints. Heal t h

plan nenbers know there has been a basic level of quality
assurance, and can choose providers outside of the contract -
but at a | ower reinbursenment |evel.

He said health savings accounts and health reinbursenent
accounts are dependent on getting good data, including price and
quality data. The contracts provide good data. These
managenent prograns are another way to contain <costs, he
suggested, and should work with the contractor providers to try
to inprove the quality of care and decrease the tine people
spend in hospitals or other high-cost treatnent options.

3:04:13 PM

SENATOR  COLSON asked how to ensure heal t h mai nt enance
organi zations (HMD don’t beconme a predom nant provider of
health care in Al aska.

MR. LOUDON replied that he doesn't see how this bill would
prevent that. He offered his understanding that the reason
Al aska doesn't have HMOs is that any provider which wants to
take risks is required to file as an insurance conpany. He said
there are lots of hoops to jump through besides the contracting
issue this bill addresses.
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3:05:10 PM

COLLEEN SAVO E, WIlis of Al aska, noted that her organization
represents a nunber of insured plans and large (indisc.)
entities. She spoke in opposition to SB 299 because it would
result in increased nedical costs. She pointed out that
enpl oyers are struggling with the increased cost of health care.
They are reducing benefits, increasing the enpl oyee contribution
rate or elimnating it altogether. Using a preferred provider
network has been very successful so far in helping to contro
health care costs, M. Savoie said. She gave an exanple, noting
that SB 299 woul d i nclude hospitals as well as other providers.

She asserted that AWP-type legislation will affect costs. She
cited a 2001 study published in the Journal of Health Econom cs
as saying health expenditures are higher when AW |aws are
enacted. Ms. Savoie also noted that the National Association of
Health Underwiters in 2003 identified AW |egislation as a
threat to market stability.

She told nenbers the Federal Trade Comm ssion (FTC) opposes AW
legislation. Directing attention to a report by the FTC and the
Departnment of Justice, published in July 2004, M. Savoie

encouraged nenbers to review this report. She noted that it
says AW |laws have anti-conpetitive effects; nmke provider
discounts less likely; and restrict the ability of health

insurers and plans to structure offerings with varying |evels of
choice. Thus they actually reduce the options.

3:09: 58 PM

SENATOR ELTON requested copies for the conmttee of the 2001,
2003 and 2004 reports Ms. Savoi e had referenced.

JACK MRAE, Senior Vice President, Blue Cross Blue Shield of
Al aska (Blue Cross), infornmed the conmttee that his conpany has
about 50 percent of Alaska's physicians on contract now, and
believes this saves the nenbership hundreds of thousands of
dol | ars. Wth the contracts, the conpany is able to negotiate
wi th the physicians.

He enphasized that his conpany does pay when people go to non-

contracted physicians, though it nmay pay |ess. Furt her nor e,
regarding continuity of care, M. McRae said Alaska's
| egi sl ature addressed the issue in 2000 by passing a so-called
patients' bill of rights, which Blue Cross supported. Under
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that, a patient continues to be seen by the physician until
treatment is conpleted, and M. MRae said Blue Cross continues
to pay the bills as before; he gave an exanple. M. MRae
nmentioned the FTC study and concluded by highlighting another
study by Arthur Andersen (ph), conpleted for 1998-2002 that
showed AWP | egi sl ation would increase costs by 12 percent.

3:12: 57 PM

WLLIAM PFEIFER, D.C., Alaska Chiropractic Society, thanked
Senator Seekins and the commttee for bringing up this bill,
whi ch he believes is needed in Al aska. However, he pointed out
| anguage concerns that he hadn't yet had tine to address wth
t he sponsor.

He referred to page 1, line 12, through page 2, line 1, which
read, "This subsection does not affect different reinbursenents
to different types of health care providers, nor does if affect
coverage for the service of a particular type of health care
provider." Saying it seenms to reverse the intent of the
legislation, Dr. Pfeifer proposed exploring that further wth
t he sponsor in order to clarify it or have it del eted.

He referred to page 2, line 9, "(B) does not include insurance
under the Al aska Wrkers' Conpensation Act, AS 23.30. He said
there nmay be some good rationale for that. However, having sat
on the nedical services review conmittee for wor ker s’

conpensation this last vyear, he'd filed a mnority report
because the recommendation was to all ow the insurance conpany or
enpl oyer to choose the treating physician of an injured worker.
Dr. Pfeifer expressed concern that the aforenentioned |anguage
m ght have some ot her neani ngs, and requested clarification.

He also voiced concern about the redefinition of "health care
provider”, which includes facilities. Dr. Pfeifer said it's not
that he thinks hospitals and such should be protected under AWP.
However, classifying them as providers renoves the existing

| anguage that says (indisc.). Dr. Pfeifer pointed out that
facilities don't have an occupation or a license, and said there
is no reference back to that. He cited the exanple of an

i nsurance conpany that contracts with a hospital for x-rays; he
expressed concern about excluding small facilities (indisc.) and
nmenti oned financial agreenents and absorption by broader bases.
Dr. Pfeifer expressed hope that he'd have an opportunity to work
with the sponsor before the bill noved forward.
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CHAIR DYSON requested that Dr. Pfeifer work with the sponsor
before next week, when the bill would Ilikely nove from
comm ttee.

3:16: 50 PM

ROSE KALAMARI DES, Admi nistrator, Al aska Teanster-Enpl oyer Trust,
spoke briefly in opposition, saying M. Loudon and Ms. Savoi e of
WIllis of Al aska had summed up her organization's position.

CHAI R DYSON t hanked participants. He held SB 299 in commttee.
There being no further business to cone before the committee,

Chair Dyson adjourned the Senate Health, Education and Soci al
Servi ces Standing Conmittee neeting at 3:17:50 PM
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