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COW TTEE CALENDAR

SENATE BI LL NO. 130
"An Act relating to a special deposit for workers' conpensation

and enployers' liability insurers; relating to assigned risk
pools; relating to workers' conpensation insurers; stating the
intent of the |egislature, and setting out I|imtations,

concerning the interpretation, construction, and inplenentation
of workers' conpensation laws; relating to the Al aska Wrkers

Conpensat i on Boar d; assi gni ng certain Al aska Wor ker s’
Conmpensation Board functions to the division of workers
conpensation in the Departnent of Labor and Workforce

Devel opnent and to that departnment, and authorizing the board to
del egate admnistrative and enforcenment duties to the division

establishing a Wrkers' Conmpensation Appeals  Comm ssion;
provi ding for workers' conpensation hearing officers in workers'
conpensation proceedings; relating to workers' conpensation
medi cal benefits and to charges for and paynent of fees for the
nmedi cal benefits; relating to agreenents that discharge workers'
conpensation liability; relating to workers’ conpensati on
awards; relating to reenploynent benefits and job dislocation
benefits; relating to coordination of workers' conpensation and
certain disability benefits; relating to division of workers'
conpensation records; relating to release of treatnent records;
relating to an enployer's failure to insure and keep insured or
provide security; providing for appeals from conpensation
orders; relating to workers' conpensation proceedi ngs; providing
for supreme court jurisdiction of appeals from the Wrkers

Conpensati on Appeals Comm ssion; providing for a maxi num anount
for the <cost-of-living adjustnent for workers' conpensation
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benefits; relating to attorney fees; providing for the
departnment to enter into contracts with nonprofit organizations
to provide information services and legal representation to
injured enployees; providing for admnistrative penalties for
enpl oyers uninsured or wthout adequate security for workers'
conpensation; relating to fraudulent acts or false or m sl eading
statenents in workers' conpensation and penalties for the acts
or statenents; providing for nenbers of a limted liability
conpany to be included as an enployee for purposes of workers

conpensation; establishing a workers' conpensation benefits
guaranty fund; relating to the second injury fund; rmaking
conform ng anmendnents; providing for a study and report by the
medi cal services review conmittee; and providing for an
effective date.”

MOVED CSSB 130(L&C) OQUT OF COW TTEE

SENATE BI LL NO. 108

"An Act relating to the regulation of insurance, insurance
licensing, surplus lines, insurer deposits, notor vehicle
service contracts, guaranteed autonobile protection products,
health discount plans, third-party adm nistrators, self-funded
mul tiple enpl oyer wel fare arrangenents, and sel f - funded
governnmental plans; and providing for an effective date.”

HEARD AND HELD

SENATE BI LL NO. 142

"An Act relating to ownership of Iland, buildings, and other
structures by regional school boards; and providing for an
effective date."

HEARD AND HELD

SENATE BI LL NO. 147

"An Act providing for a sport fishing facility surcharge on
sport fishing Ilicenses; providing for the construction and
renovation of state sport fishing facilities and for other
projects beneficial to the sport fish resources of the state as
a public enterprise; and authorizing the issuance of revenue
bonds to finance those projects.”

MOVED SB 147 OQUT OF COW TTEE
SENATE BI LL NO 139

"An Act relating to termnation and oversight of boards,
commi ssi ons, and agency prograns; extending the term nation date
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of the Board of Marital

effective date."

and Fam |y Therapy;

SCHEDULED BUT NOT HEARD

SENATE JO NT RESOLUTI ON NO. 11

Uging the United States

repeal the federal

SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON
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03/ 16/ 05 (S) L&C, FIN
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BILL: SB 147
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SPONSOR(s): SENATOR(s) SEEKI NS
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W TNESS REG STER

PAUL LI SANKIE, Director
Di vision of Wirkers' Conpensation
Depart ment of Labor & Workforce
Devel opnent
PO Box 21149
Juneau, AK 99802-1149
Depart ment of Labor and Workf orce Devel opnent ( DOLVD)
POSI TI ON STATEMENT: Conment ed on SB 130.

DR. WLLI AM PFEI FER, Vi ce President
Al aska Chiropractic Society
POSI TI ON STATEMENT:  Conment ed on SB 130.

JI' M ROBI NSON

Ad Hoc Committee

Anchor age AK

PCOSI TI ON STATEMENT: Comrented on SB 130.

NOELL MCCULLOUGH
Anchor age AK
POSI TI ON STATEMENT: Opposed SB 130.

LI NDA HALL, Director

Di vision of |nsurance
Department of Comrunity & Econom ¢ Devel opnent ( DCED)
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POSI TI ON STATEMENT: Conmented on SB 108.

Kl P KNUDSON

Deputy Conm ssioner of Aviation

Department of Transportation &
Public Facilities

3132 Channel Dr.

Juneau, AK 99801-7898

POSI TI ON STATEMENT: Supported SB 142.

PAMVELA LEW S, Statew de Chi ef

Avi ation Leasing

Department of Transportation &
Public Facilities

3132 Channel Dr.

Juneau, AK 99801-7898

POSI TI ON STATEMENT: Supported SB 142.

COLLEEN SAVO E

Publ i ¢ Enpl oyees Local 71

Anchor age AK

PCSI TI ON STATEMENT: COpposed SB 108.

FRANK PUSCHAK
Anchor age AK
POSI TI ON STATEMENT: Opposed SB 108.

KELLY HEPLER, Director

Di vision of Sport Fish

Department of Fish & Gane

PO Box 25526

Juneau, AK 99802-5226

POSI TI ON STATEMENT: Comrented on SB 147.

BRI AN ALLEE, Director

Al aska Sea G ant Program

University of Al aska

Fai r banks AK

POSI TI ON STATEMENT: Supported SB 147.

M KE ROUND, Assistant General Manager

Sout hern Sout heast Regi onal Aquacul ture Associ ati on ( SSRAA)
Pet ersburg AK

POSI TI ON STATEMENT: Supported SB 147.

ACTI ON NARRATI VE
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CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 1:35:44 PM Present were Senators
Ben Stevens, Seekins, Ellis, Davis and Chair Bunde.

"#SB130
SB 130- WORKERS' COVPENSATI ON

CHAI R CON BUNDE announced SB 130 to be up for consideration.
SENATOR SEEKI NS noved to adopt CSSB 130(L&C), version G
SENATOR ELLI S obj ected for an expl anati on.

CHAI R BUNDE expl ained that the CS freezes the rate fee schedul e
on page 16, line 15, for nedical clains to the 2004 rates unti
2007 when a nedical review conmttee report (page 28, lines 8 —
13) is rel eased.

SENATOR ELLIS asked if the Governor was proposing to set rates
back to what they were in 1999.

CHAIR BUNDE replied yes, but the CS is proposing to go back to
| ast year.

SENATOR ELLIS asked if doctors could have input into the
solution where it is not onerous. He asked if they favor this.

CHAIR BUNDE responded that one doctor suggested freezing at
current rates and the Chair thought that is a good place to
start the discussion.

SENATOR ELLIS asked if the savings could be quantified and
conpared to the Governor's proposal

CHAIR BUNDE answered that there is a chart in the conmttee
packet that conpares rates, but he based his decision on the
notion that you can't limt doctors’ rates to the point where
there is no treatnent available and obviously treatnent is
avail abl e now at current rates.

SENATOR ELLI S asked if the CS would have | ess costs savings than
the Governor’s proposal.

CHAIR BUNDE replied yes, but it would also allow nore choice in

doctors for an injured worker. “It saves the state |ess noney
and costs the doctors | ess noney.”
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1: 42: 25 PM
SENATOR ELLIS asked what the CS does with the Medical Services
Review Conm ttee as conpared to the original bill

PAUL LISANKIE, Director, Division of W rkers' Conpensation,
Departnent of Labor and Wbrkforce Devel opnent (DOLWD), observed
that the CS | anguage tal ks about the Decenber 2003 fee schedul e,
but the fee schedule in Decenber 2003 was published in July 2003
— in case the Chair is intending to use the '03 schedul e.

CHAIR BUNDE said the report is designed to provide hard data to
establish rates in 2007.

1:44.50 PM
SENATOR ELLI S asked if the adm nistration supports the changes.

MR. LISANKIE didn't know. The conm ssioner said that he wants
the flexibility to get everybody soneplace they could agree. “In
the spirit of doing that, we wouldn’t see this as a roadblock to
getting where we need to get.”

1:46: 08 PM

CHAIR BUNDE said the second change on page 8 inserts |anguage
that provides for better tracking and oversight of the voc rehab
system The idea here is that the departnment doesn’t have good
information like it has in other situations — |ike AVTEC where
people receive training and the Legislature gets a report after
one and two years. Voc rehab is rather costly and he wanted a
tracki ng mechanismto see howit is serving workers.

1:47: 53 PM

CHAI R BUNDE noved on to change 3 in the CS that renoves | anguage
establishing a new appeals commssion and reverts back to the
current hearing system - the Superior Court.

MR. LI SANKIE  conment ed t hat he didn't have explicit
i nstructions, but thought the adm nistration wouldn’t accept the
| oss of the appeal s conm ssion.

CHAI R BUNDE hoped the issue could be discussed nore thoroughly
in the next conmittee.

1.51: 25 PM

He said change 4 clarifies language for wuse of the nedical
guidelines. He asked for a stronger waiver conponent as an
option for doctors to use when, in their judgnent, the best
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treatnent for a workers’ conp injury falls outside the purview
of the guidelines. It renoves the original |anguage that says,
“The presunption nust be rebutted by a preponderance of
scientific evidence.”

SENATOR ELLIS asked how difficult it would be for a doctor to
get a wai ver conponent and how would it work in the real world.

CHAI R BUNDE responded that the |anguage is on page 15, line 18.
The intent is that the waiver is obtainable by a doctor based on
his professional judgnent that the service is outside the
gui del i nes.

SENATOR SEEKINS envisioned the doctor could certify that the
treatment is not available in the manual, which doesn't set
forth all conceivable injuries.

CHAI R BUNDE read page 16, line 1:

The presunption established under (o) of this section
may be rebutted by an enployee’'s physician’s witten
certification explaining the nature, extent and scope
of provided treatnent or the service that is at
variance with the applicable guidelines or standards
and the basis for the physician’s conclusion that the
provided nedical treatnent or service is at variance
was a reasonable requirenent by the nature of the
injury.

1:55:25 PM
SENATOR ELLIS asked if the doctor’s decision was appealable in
any sense.

SENATOR SEEKINS said it appeared to himthat the claim wouldn't
be rei nbursable w thout the doctor’s authority.

SENATOR ELLIS said he thought there would be cases where the
doctor shouldn’t have the power to decide that a treatnent is
required outside the scope of the guidelines. The CS takes out
the rebuttabl e presunption.

1:57: 39 PM

CHAI R BUNDE responded that the other option would be to have
really rigid guidelines and then an injury m ght go untreated or
be treated with sonething less effective. “At sonme point, in ny
m nd, we have to fall back and rely on the professional judgnment
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and the wllingness of a doctor to put his integrity on the
line....”

SENATOR ELLIS concluded that they are granting professional
discretion, which 1is not appealable and has no policing
mechanism “It’s just we're going to take a chance.”

CHAIR BUNDE said that M. Lisankie could report abuse back to
the Legislature and that coul d be changed.

1:59: 25 PM

CHAI R BUNDE explained that change 5 of the CS inserts fraud
| anguage that was suggested by the Ad Hoc Committee on pages 25
and 26.

2:00:51 PM
MR, LISANKIE comrented this would be the first tine having a
provision for punitive danages and he supported it.

SENATOR SEEKINS added that this provision doesn't preclude
crimnal provisions for fraud.

MR, LISANKIE replied that is correct.

2:03: 02 PM

DR. WLLI AM PFEI FER, Vice President, Al aska Chiropractic
Soci ety, and delegate for the American Chiropractic Association,
had concerns with how the American College of GCccupational
Envi r onnment al Medi ci ne (ACCEM gui del i nes woul d handl e
chiropractic and other physical nedicines that they l|ack right
now. It creates a burden on doctors who mght have to file
continuous repetitive rebuttals. He suggested creating a
vari ance for situations not covered under ACCEM

He had another <concern wth the nedical services review
commttee and would prefer a workers’ conp review commttee that
woul d provide a broader perspective.

2:06: 07 PM
JIM ROBINSON, Ad Hoc Commttee, said it continues to neet and
will work into next year on workers’ conp issues.

2:07:09 PM

NCELL MCCULLOUGH didn't want to switch to a new system She
wanted the Legislature to make the Wrkers' Conpensation Board
fully live up to the last legislative audit and then | ook where
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changes need to be nmade. She al so asked why the ACOCEM gui delines
wer e chosen above AMA gui del i nes.

2:08:38 PM

MR. LI SANKI E answered that the Anmerican College of GCccupationa
Environmental Medicine is a not for profit organization and its
m ssion statenent says, “Physicians interested in pronoting the

opti mal health and safety of wor ker s, wor kpl aces  and
environnments,” and their particular focus 1is on, “Use of
evi dence-based nedicine and a focus on comonly occurring
industrial injuries, tasks and treatnments wth significant

i ncidents, cost and practice variations.”

2:09: 22 PM

M5. MCCULLOUGH said the fraud provisions in change 5 don't
include attorneys as a party who can be penalized for making
fraudul ent statenents.

CHAI R BUNDE replied, “The quick answer to that is that they wll
be covered, but it wll be exam ned nore thoroughly.”

2:10: 13 PM

COW SSI ONER GREG O CLARAY, Departnent of Labor and Wbrkforce
Devel opnment  ( DOLVD) , said the Senate Labor and Commerce
Commttee's adjustnments make sense. He supported rolling fees
back to what they were in 2004 so that doctors will be available
to care for people. He also felt that the appeals conmission is
a key element in the bill

2:12:56 PM
CHAI R BUNDE cl osed public testinony.

SENATOR ELLIS said he supports some of the CS and renoved his
obj ection; and CSSB 130(L&C), version G was adopted.

SENATOR ELLIS said he had three anmendnents that were requested
by a |l arge nunber of voc rehab specialists.

SENATOR ELLI S noved Anendnent 1.
24- GS1112\A. 1

Craver

6/ 8/ 05

AMENDMENTI1

OFFERED | N THE SENATE BY SENATOR ELLI S
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TG SB 130

Page 13, line 14, follow ng "eval uation.":

Insert "If the conpany, firm or other entity that enploys a
rehabilitation specialist selected by the admnistrator to
perform an eligibility evaluation wunder this subsection is
performng any other work on the sanme workers' conpensation
claim involving the injured enployee, the rehabilitation
specialist shall informthe adm nistrator, and the adm nistrator
shall select a different rehabilitation specialist.”

CHAI R BUNDE obj ected for an expl anati on.

SENATOR ELLI'S expl ai ned that Anmendnent 1 woul d prevent conflicts
of interest with rehab specialists who have been working on
behalf of an insurance conpany in a particular case or on a
particular claim from being selected or assigned to wite the
vocational plan for the sane cl ai mant.

2:15:21 PM

MR. LI SANKIE reacted favorably. He does not favor conflicts of
interest, although he did not have personal know edge of a
problemin this area. He knows it’s conmon for an injured worker
to get an evaluation and have a vocational rehabilitation
specialist assigned to their case. That person recommends that
the injured worker be found eligible for reenploynment benefits
and that sane provider goes on and works up the plan for the
injured worker. He wasn’'t sure what a rehab specialist would be
doing for an insurance conpany that would pronote this.

2:17:07 PM
SENATOR SEEKINS asked if he seeks to disqualify the insurance
conpany or sone other entity that enploys or the rehabilitation
speci al i st.

SENATOR ELLIS replied that the amendnent would preclude the
rehab specialist fromworking for the insurance conpany.

SENATOR SEEKINS said he thought that the |anguage actually
disqualifies the conpany, firm or other entity that enploys the
i njured worker.

SENATOR ELLIS responded that those weren't his instructions to
the drafter and, further, that the anmendnents were prepared for
the original bill. But, he wouldn't object to making them
consistent with the CS. Amendnent 1 could be conceptual.

CHAI R BUNDE renoved his objection with that understanding.
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2:20: 00 PM

SENATOR BEN STEVENS asked if the anmendnent would prevent the
sane specialist from doing both the evaluation and the
i npl enentation of the plan.

SENATOR ELLIS replied yes, “It would prevent the sane person
[fron] doing both jobs.” The suggestion cane from voc rehab
speci alists and he thought someone woul d be present to expl ain.

SENATOR BEN STEVENS said he didn't object to the amendnment, but
t hought sonmeone from the profession should address that
guesti on.

CHAI R BUNDE announced that conceptual Amendnent 1 was adopt ed.

2:24: 28 PM
SENATOR ELLI S noved Anendment 2.

24- GS1112\ A 2

Craver
6/ 8/ 05
AMENDMENT 2
OFFERED | N THE SENATE BY SENATOR ELLI S
TO SB 130

Page 13, |line 15, through page 14, |ine 1:
Delete all material.

Renunber the followi ng bill sections accordingly.
Page 35, line 3:
Del ete "sec. 32"
| nsert "sec. 31"
Page 35, |ine 4:
Delete "sec. 32"
| nsert "sec. 31"
Page 37, line 2:
Del ete "sec. 23"
| nsert "sec. 22"

Page 37, |ine 6:
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Del ete "Section 54(a)"
I nsert "Section 53(a)"

Page 37, line 7:
Delete "Sections 1 - 4, 32, and 56"
| nsert "Sections 1 - 4, 31, and 55"

Page 37, |ine 8:
Del ete "Sections 5, 12, 39, 49, and 55"
I nsert "Sections 5, 12, 38, 48, and 54"

Page 37, line 13:
Del ete "secs. 57- 59"
| nsert "secs. 56 - 58"

CHAI R BUNDE obj ected for an expl anati on.

SENATOR ELLIS explained that Amendnent 2 adds another
disqualifier to the job relocation benefit. The rationale is:

Accepting job dislocation benefit from a different
case should not permanently disqualify a worker with a
new and even nore disabling injury from reenpl oynent
benefits...

[ Voc rehab specialists] are concerned that it would
exploit younger workers, workers wth disabilities,
non- Engl i sh-speaking workers and those who are
desperate for noney. There is no oversight by the
Division of Wirkers’ Conp on accepting job dislocation
benefits as there is on settlenent. Al so, no |egal
representation required in the bill. So, this 1is
trying to address that overall concern.

CHAI R BUNDE asked if this was going to just protect people from
t hensel ves.

SENATOR ELLIS answered that people are free to make bad choices
in this country, but in this case it potentially drives up costs
in the system

CHAI R BUNDE asked what would prevent an injured worker who took
a cash settlenent from comng back for a second unrelated
i njury.

MR. LISANKIE explained that the current provision says if an
injured worker gets the benefit and goes back to work in the
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sanme occupation in ternms of physical demand, that disqualifies
himfroma second claimif he gets a second injury.

2:30:32 PM

SENATOR ELLI S asked how often that scenario happens and said the
noney is often nmuch less than the rehab benefit cost would have
been.

MR. LISANKIE didn't have hard nunbers about how often that
happens and regarding the second question, the settlenent anount
m ght be significantly less or simlar to what retraining would
cost. “As a rule of thunb there has to be sone inducenent to
settle and inducenent is the view that you' re saving a little
bit of noney for your client.”

2:31: 37 PM
SENATOR ELLIS went back to the first question saying that the
departnment wote this bill based on this concern and he is

trying to understand it and justify changing the | aw.

MR.  LISANKIE responded that the premse was built into the
original act; in 1988 the Legislature felt that there was a
potential problem

2:33:13 PM
CHAIR BUNDE said that tracking enploynent records of people who
had gone through rehab would be an ancillary benefit of the CS.

MR. LI SANKI E agr eed.

SENATOR ELLIS asked if there would be an answer to this question
in the future.

CHAIR BUNDE replied that he thought they would have nore
specific information. There was no further discussion of
Amendnent 2 and he naintai ned his objection.

MR. LI SANKI E said he did not favor Anmendnment 2.
A roll call vote was taken: Senators Ben Stevens, Seekins and
Chair Bunde voted nay; Senators Ellis and Davis voted yea; and

Anmendnent 2 fail ed.

2: 35: 05 PM
SENATOR ELLI S noved Anendment 3.

24- GS1112\A. 3
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Craver
6/ 8/ 05

AMENDMENT 3

OFFERED | N THE SENATE
TGO  SB 130

Page 14, lines 27 - 30:

Del et e "The form provided by the division for
el ection shall specify that the enployee understands the
scope of the benefits and rights being waived by the
el ection. The adm nistrator shall serve a copy of the
executed election formon the parties within 10 days after
receiving the formfromthe enpl oyee."

Insert "Before accepting an election to accept a
job dislocation benefit in place of reenploynent benefits
from an enpl oyee who has been given a permanent parti al
i npai rnment rating by a physician, the adm nistrator shall
provide the enployee planning on naking an election with
i ndi vidualized information including calculations based on
that enployee's inpairnent rating to illustrate the effect
of making an election as well as other infornmation to
clearly inform the enployee of the potential conseguences
of the enpl oyee's el ection.

(4) The form provided by the division for neking
an election of benefits nust require that a copy of the
i ndi vidualized cal culations and information provided to the
enpl oyee wunder (3) of this subsection be attached and
incorporated as part of the election and waiver and nust
require the enployee to acknowl edge that the enployee
understands the scope of the benefits and rights being
wai ved by the el ection. The adm nistrator shall serve a
copy of the executed election form including the
i ndividualized information attached to the form on the
parties within 10 days after receiving the form from the

enpl oyee.
5"

CHAI R BUNDE obj ected for discussion purposes.

SENATOR ELLI S expl ai ned:
The victimor claimant will not know all the risks of

wai ving the benefit for what could be a relatively
smal | sum of noney. There is also a concern by the voc
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rehab specialists that adjustors will stipulate to the
retraining benefit and convince the victim to either
wai ve the benefit or go for the dislocation benefit
W t hout conmunicating it to the claimnt the value of
the benefit he is waiving or the risk of accepting the
j ob dislocation benefit.

CHAIR BUNDE asked if he is referring to an injured enployee
being offered a cash settl enent.

SENATOR ELLI S replied yes.

MR. LI SANKI E el aborated that this anendnent referred to Senator
Seeki ns’ concern that sone people preferred to settle and the
board didn’'t have the authority to stipulate to certain things.
The anmendnent would allow injured workers and their enployers
and insurers to stipulate that the injured worker is entitled to
reenpl oynent benefits and to go forward wthout having an
eval uation report prepared. “We think it is inportant that they
be allowed to stipulate.”

He was not aware that sone of the rehab community feels that
their role is to instruct the injured worker about what their
benefits are or aren't at any given point. The bill has a
provi so saying that the division will get in touch with soneone
after he has been off work for 45 days to explain what is his
rights are, which is sonething that doesn’t happen now

Wth all due respect to the rehab people that have
suggested that, it’'s nore inportant that we take the
time and spend the noney to do an evaluation just to
make sure that nothing untoward can go forward. |
think the system would work adequately if the parties
were entitled to stipulate and nove forward wth
getting a plan together.

2:40: 29 PM
SENATOR STEVENS wanted sone clarification on the intent of the
anendnent .

MR. LISANKIE replied the intent is to delete the ability to
stipul at e.

So, it would essentially say that if the injured
wor ker and the enployer or their insurer both agreed
that the injured worker was entitled to this benefit,
not wi t hst andi ng their mut ual agr eenent, t he
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reenpl oynent benefits admnistrator would have to
assign the case to a rehab specialist to do an
evaluation to confirm the party’'s belief that the
injured worker was entitled to the benefit.

SENATOR ELLIS said Amendnent 3 is asking for an evaluation and
there could be a conpelling state interest for know ng what the
pl an woul d be.

2:44. 25 PM
SENATOR SEEKINS countered if a guy has a crushed |leg and nust
hire a voc rehab person to evaluate it, that’s not right.

| don’t see any sense in that. If sonmething is obvious
and they stipulate to say, ‘Yeah, you're entitled to
vocational rehabilitation,” they ought to be able to
do it without having to go through that step.

SENATOR ELLIS replied, “There's a lot nore to it than that,
Ral ph.”

SENATOR SEEKINS said they are trying to make sure that soneone
wth the |east anobunt of capacity one way or the other 1is
protected. “However, | think there are tinmes when it’'s so
obvious that we ought to be able to stipulate sonmething rather
than having to go through a step that can be needless....”

SENATOR ELLIS said he would persist with the anmendnent and hope
for conprom se.

2:46: 11 PM

CHAIR BUNDE asked for a roll call vote. Senators Ben Stevens
Seekins and Chair Bunde voted nay; Senators Davis and Ellis
vot ed yea; and Anendnent 3 fail ed.

2:49: 08 PM

SENATOR SEEKINS nmoved CSSB 130(L&C) from commttee wth
i ndi vidual recomendations and attached fiscal notes. Senator
Ellis objected.

Senators Ben Stevens, Davis, Seekins and Chair Bunde voted yea;
Senator Ellis voted nay; and CSSB 130(L&C) noved from commttee.
#

"#SB108
SB 108- | NSURANCE
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CHAI R CON BUNDE announced SB 108 to be up for consideration.

LI NDA HALL, Director, Division of Insurance, Departnment of
Community & Econom c Devel opnent (DCED), said the purpose of SB
108 is to make regulation of insurance nore efficient,
consi stent and good for consuners. She went through a sectiona

anal ysis that was available in the commttee s packets.

2:55: 54 PM

She said two sections of the bill have created sone controversy.
One deals with service contracts and products call ed guaranteed
auto protection. It is the intent of the D vision of |nsurance,
which currently has authority to regulate products under its
very broad definition of insurance, to pronulgate regulations
allowi ng recognition of unique products that are on the market
that don't fit a traditional definition of insurance. She would
like to be able to look at those products and have regul atory
oversight that allows nore flexibility than the definition of
i nsurance has today.

M5. HALL said she has been working with Senator Seekins to
resolve this and feels it can be resolved to all t he
st akehol ders’ interests.

The second section that has caused sonme interesting discussion
is section 28. She expl ai ned:

There is a provision for the division to set sone
m nimum standards for what’'s called self-funded
governnmental plans. Basically, we’'re talking here are
not t he political subdi vi si ons; it’s not
muni ci palities, it’s not school districts. Thi s
specifically speaks to the Union Health Trust. Today,
statutory |anguage gives the D vision of Insurance
authority to |look at various entities and to determ ne
if they are not regulated by another entity that
oversees or licenses plans that provide health
coverage, they wll fall wunder Title 21. If those
entities fall wunder Title 21 today, they would be
regul ated as insurers.

In March 2004, at the request of one of the

unions....[to] make a determ nation whether we had
regul atory oversight. | sent letters to all five union
health trusts asking for information about who
regulated them... I already have received sone

SENATE L& C COWM TTEE - 18- March 31, 2005



responses to those. W are seeking additional
information to make that prelimnary determ nation.

This section seeks to clarify our statutory oversight
and to set sonme m ni nrum st andards. ...

CHAIR BUNDE interrupted to say that he had concerns and wanted
her to conme back at a future date and give the conmttee a
detail ed response.

M5. HALL replied that she would be happy to do that. Al so, she
said, “It’s inportant that there be an objective analysis of
what noney is needed to pay benefits to make sure that benefit
noney is actually there when it’s needed.”

CHAI R BUNDE announced that the bill would be held.
#

"#SB142
SB 142- REG ONAL SCHOOL BD LAND/ BLDG OWNERSHI P

CHAI R CON BUNDE announced SB 142 to be up for consideration.

KIP KNUDSON, Deputy Conmm ssioner of Aviation, Departnent of
Transportation and Public Facilities (DOTPF), said this is a
sinple technical anmendnent for a state statute that contradicts
sonmewhat federal obligations in terns of FAA airport inprovenent
program dollars. It wuld nmke de jure what s actually
happeni ng now.

3:.04:12 PM

SENATOR SEEKI NS asked for an explanation of, “If the state hol ds
less than fee title to the land, the conm ssioner of the
depart nent having responsibility shall convey the entire
interest of the stake in the land to the regional school board.”
- language on page 2, line 30 .

MR. KNUDSON explained that is existing statute and “less than
fee title” would be a lease or an interim l|land nmanagenent
agreenent with DNR or sonething |ike that.

3:04:50 PM
SENATOR BEN STEVENS want ed an exanple of “other structures used
in regional attendance area schools” on page 2, lines 26 & 27.

MR. KNUDSON replied that he didn’t understand what that |anguage
was trying to achieve.
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3:05: 33 PM

PAMVELA LEWS, Statewi de Chief, Aviation Leasing, Departnent of
Transportation and Public Facilities (DOIPF), guessed the
revisor may have been referring to things like fences and fuel
t anks.

SENATOR STEVENS asked about structures outside of the boundary
of an airport.

CHAIR BUNDE said this is obviously not the sinple bill he
t hought and said he would hold SB 142 for a further hearing.
#

#SB108
SB 108- | NSURANCE

CHAI R CON BUNDE announced SB 108 to be back up for consideration
and apol ogi zed for not taking public testinony earlier.

COLLEEN SAVO E, Public Enployees Local 71, opposed SB 108. It
i nposes unnecessary and costly regulation and burdens to the
trust health plans that were established through the collective
bargai ning process to provide benefits to state enployees. It
would require the trust to file actuarial reports and other
docunents. A Departnment of Health and Social Services (DHSS)
actuary estimated that it would cost a mninmm of $40,000 to
$50, 000 per year assumng the actuary was already famliar with
the plan. Admnistrative costs and legal fees would be related
to the filings as well.

There is a requirenent for a fidelity bond covering the trustees
in an amount not |ess than 10 percent of the benefits paid in
the preceding year. In the case of a larger trust, such as the
FDA, that could mean a bond of as nuch as $6.4 nmillion, which is
an unusually large bond and it may be difficult to obtain.

M5. SAVOE said the fiscal note provides for one custoner
service specialist, but the nunber of filings this bill requires
woul d need nore.

CHAIR BUNDE said he has passed her witten concerns to the

director and those would be addressed in detail in a later
heari ng.
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M5. SAVO E enphasized that the reason trusts are concerned is
because every dollar that goes towards admnistration is a
dollar that is not used for benefits.

FRANK PUSCHAK, Anchorage, said he is a trustee for a health
plan, but he is speaking for hinself. He said the trusts were
set up because the state didn’t want to deal with them any nore.
Sections 28 and 29 would put them under control of the state
but the trustees would be doing all the work. SB 108 woul d cause
unnecessary regulation and burden. He was also confused about
what governnent plans are covered in the bill; he thought it
could apply to the State of Al aska and nunicipalities, too.

CHAI R BUNDE thanked him and closed public testinmony. He said
t hose concerns woul d be addressed before acting on the bill

#

N#SB147

SB 147- SPORT FI SHI NG FACI LI TY REVENUE BONDS

CHAI R CON BUNDE announced SB 147 to be up for consideration.

SENATOR  SEEKI NS, sponsor, said sport fish production is
declining, because of 30-year old facilities in the Anchorage
area and the closing of another facility. The bond package woul d
fund a new hatchery in the Fairbanks area close to the Aurora
Energy Plant so waste heat could be used. The federal governnent
has conme through with over $6 nmllion already and another
promse for $3 million nore. Nowis the time to renovate and add
to hatcheries at El nmendorf A r Force Base and Fort Richardson
and plan for the future.

The bond package would be used for the capital project and the
federal noney would fund operating expenses. Surcharges woul d be
added to the existing state fishing |icense fees.

3:17:50 PM
CHAIR BUNDE asked if the annual surcharge on a sport fishing
| i cense woul d be $45.

SENATOR SEEKINS responded yes for a non-resident; but for a
resident it would be $15 plus $8.50.

KELLY HEPLER, Director, D vision of Sport Fish, said that the
annual non-resident sport fishing license is currently $100.
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CHAIR BUNDE figured that would become $145. He asked if the
ratio between resident and non-resident fees was wthin
constitutional paraneters.

MR. HEPLER replied yes; the ratio is about three to one now and
that is being kept with the surcharge. He said the last tine
fishing |license fees were raised was in 1993.

SENATOR SEEKINS said the intent is that the surcharge goes away
when the facility is paid for.

CHAIR BUNDE declared a conflict saying he is a recipient of
benefits fromthe King hatchery at Ship Creek.

3. 20: 24 PM

BRIAN ALLEE supported SB 147. “1I think a hatchery in the
Interior is really inportant and renovation of the two
hat cheries in Anchorage, as well.” He said he is director of the

Al aska Sea Grant Program at the University of Al aska Fairbanks
and knows the value of hatcheries in terns of the econony,
creating jobs and opportunities for fishermen. The University
woul d provi de support to the hatchery in the Interior.

SENATOR SEEKINS said part of intent is for the University to
provi de a research conponent.

3:23:10 PM

M KE ROUND, Assistant General Manager, Southern Sout heast
Regi onal Aquacul ture Association (SSRAA), Petersburg, said SSRAA
is the current contracted operator of the Crystal Lake Hatchery
and supported SB 147. He read a statenment about how well the
hat chery is doing. However, for several years many naintenance
i ssues have been deferred and providing a funding nechani sm for
mai nt enance and renovation projects now wll ensure the
facility's efficient functioning into the future.

3. 25:33 PM
CHAI R BUNDE cl osed public testinony.

3:25:45 PM

SENATOR SEEKINS noved to pass SB 147 from committee wth
attached fiscal notes and individual recommendations. Senators
Ben Stevens, Seekins, Ellis, Davis and Chair Bunde voted yea;
and SB 147 noved from conmm ttee.

#
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There being no further business to cone before the comnmttee, he
adj ourned the neeting at 3:27:21 PM

SENATE L& C COWM TTEE -23- March 31, 2005



