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3:39 p.m

VEMBERS PRESENT

Senator Gene Therriault, Chair
Senat or Charlie Huggins

Senat or Bettye Davis

Senator Kim Elton

VEVMBERS ABSENT
Senat or Thomas Wagoner, Vice Chair
COWM TTEE CALENDAR

SPONSOR SUBSTI TUTE FOR SENATE BI LL NO. 24

"An Act relating to reenploynment of and benefits for retired
teachers and public enployees and to teachers or enployees who
parti ci pated in retirement i ncentive progr ans and are
subsequently reenpl oyed as a conm ssioner; repealing secs. 5, 7,
and 9, ch. 58, SLA 2001; providing for an effective date by
anendi ng the del ayed effective date for secs. 3, 5, 9, and 12,
ch. 57, SLA 2001, and repealing sec. 13, ch. 58, SLA 2001, which
is the del ayed effective date for secs. 5, 7, and 9, ch. 58, SLA
2001; and providing for an effective date.”

MOVED CSSSSB 24( STA) OQUT OF COW TTEE

SENATE BI LL NO. 94

"An Act relating to state enployee health plans that give
enpl oyees the option to select a high deductible health plan so
as to qualify to establish a health savings account.™

HEARD AND HELD
SENATE BI LL NO. 12
"An Act relating to the prohibition or elimnation of financial
rel ationships with persons that conduct business in countries
that support or ignore slavery and trafficking in persons.”

MOVED CSSB 12( STA) OQUT OF COW TTEE

CS FOR HOUSE BILL NO. 95(RLS) am
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"An Act relating to the duties of the Departnent of Health and
Social Services as those duties pertain to public health and
public health energencies and disasters; relating to nedica
treat ment, i nformation, isolation and quarantine for the
prevention and managenent of conditions of public health
i nportance; relating to duties of the public defender and office
of public advocacy regarding public health energencies and
di sasters; relating to liability for actions arising from public
heal t h procedures; making conform ng anmendnents; relating to the
treatnent and transportation of dead bodies; anmending Rules 4,
7, 8, 38, 40, 65, 72, and 77, Alaska Rules of G vil Procedure;
and providing for an effective date.”

MOVED SCS CSHB 95( STA) OQUT OF COW TTEE
CS FOR HOUSE BILL NO. 116(JUD)
"An Act relating to the liability of certain persons for certain
vi ol ations of al coholic beverages |aws."
MOVED CSHB 116(JUD) OUT OF COWM TTEE
PREVI QUS COW TTEE ACTI ON
BILL: SB 24

SHORT TITLE: REEMPLOYMENT OF RETI REES
SPONSOR(s): SENATOR(s) STEVENS G

01/ 11/ 05 (S) PREFI LE RELEASED 12/ 30/ 04

01/ 11/ 05 (S) READ THE FIRST TIME - REFERRALS

01/ 11/ 05 (S) HES, STA

01/ 26/ 05 (S) SPONSOR SUBSTI TUTE | NTRODUCED- REFERRALS

01/ 26/ 05 (S) HES, STA

03/ 07/ 05 (S) HES AT 1:30 PM BUTROVI CH 205

03/ 07/ 05 (S) Heard & Hel d

03/ 07/ 05 (S) M NUTE( HES)

03/ 08/ 05 (S) FI N REFERRAL ADDED AFTER STA

03/ 14/ 05 (S) HES AT 1:30 PM BUTROVI CH 205

03/ 14/ 05 (S) Heard & Hel d

03/ 14/ 05 (S) M NUTE( HES)

03/ 16/ 05 (S) HES AT 1:30 PM BUTROVI CH 205

03/ 16/ 05 (S) Moved CSSSSB 24(HES) Qut of Committee

03/ 16/ 05 (S) M NUTE( HES)

03/ 18/ 05 (S) HES RPT cS 1DP 3NR 1AM
NEW TI TLE

03/ 18/ 05 (S) NR. DYSON, WLKEN, OLSON

03/ 18/ 05 (S) DP: ELTON

03/ 18/ 05 (S) AM GREEN
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03/ 22/ 05 (S) STA AT 3:30 PM BELTZ 211

03/ 22/ 05 (S) Heard & Hel d
03/ 22/ 05 (S) M NUTE( STA)
BILL: SB 94

SHORT TITLE: STATE EMPLOYEE HEALTH | NSURANCE
SPONSOR(s): SENATOR(s) DYSON

02/ 04/ 05 (S) READ THE FIRST TIME - REFERRALS
02/ 04/ 05 (S) STA, FIN

04/ 14/ 05 (S) STA AT 3:30 PM BELTZ 211

BILL: SB 12

SHORT TITLE: LIM T RELATI ONS W TH CERTAI N NATI ONS
SPONSOR(s): SENATOR(s) DYSON

01/ 11/ 05 (S) PREFI LE RELEASED 12/ 30/ 04

01/ 11/ 05 (S) READ THE FIRST TIME - REFERRALS
01/ 11/ 05 (S) STA, JUD

02/ 08/ 05 (S) STA AT 3:30 PM BELTZ 211

02/ 08/ 05 (S) Heard & Hel d

02/ 08/ 05 (S) M NUTE( STA)

04/ 14/ 05 (S) STA AT 3:30 PM BELTZ 211

BILL: HB 95

SHORT TI TLE: PUBLI C HEALTH DI SASTERS/ EMERGENCI ES
SPONSCR(s) : RULES BY REQUEST OF THE GOVERNOR

01/ 21/ 05 (H READ THE FI RST Tl ME - REFERRALS

01/ 21/ 05 (H) HES, JUD

02/ 10/ 05 (H) HES AT 3: 00 PM CAPI TOL 106

02/ 10/ 05 (H) Moved CSHB 95(HES) Qut of Conmittee
02/ 10/ 05 (H) M NUTE( HES)

02/ 11/ 05 (H) HES RPT CS(HES) NT 2DP 2NR 1AM

02/ 11/ 05 (H) DP: Cl SSNA, W LSON;

02/ 11/ 05 (H) NR: GARDNER, ANDERSON;

02/ 11/ 05 (H) AM  KOHRI NG

03/ 04/ 05 (H) JUD AT 1:00 PM CAPI TOL 120

03/ 04/ 05 (H) Heard & Hel d

03/ 04/ 05 (H) M NUTE( JUD)

03/ 07/ 05 (H) JUD AT 1:00 PM CAPI TOL 120

03/ 07/ 05 (H) Moved CSHB 95(JUD) Qut of Conmittee
03/ 07/ 05 (H) M NUTE( JUD)

03/ 09/ 05 (H) JUD RPT CS(JUD) NT 1DP 6NR

03/ 09/ 05 (H DP:  ANDERSON;

03/ 09/ 05 (H) NR; GRUENBERG, KOTT, DAHL STROM

COGHI LL, GARA, MCGU RE
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03/ 31/ 05 (H RLS AT 9:00 AM FAHRENKAMP 203
03/ 31/ 05 (H Moved CSHB 95(RLS) OQut of Cornmittee
03/ 31/ 05 (H M NUTE( RLS)

04/ 01/ 05 (H RLS RPT CS(RLS) NT 3DP 2NR 1AM
04/ 01/ 05 (H DP: HARR'S, MCGUI RE, ROKEBERG
04/ 01/ 05 (H NR. COGHI LL, KOHRI NG

04/ 01/ 05 (H AM BERKOW TZ

04/ 01/ 05 (H RETURNED TO RLS COWM TTEE

04/ 05/ 05 (H TRANSM TTED TO (S)

04/ 05/ 05 (H VERS|I ON:  CSHB 95(RLS) AM

04/ 06/ 05 (S) READ THE FIRST TIME - REFERRALS
04/ 06/ 05 (S) HES, JUD

04/ 08/ 05 (S) STA REPLACES HES REFERRAL

04/ 12/ 05 (S) STA AT 3:30 PM BELTZ 211

04/ 12/ 05 (S) Heard & Hel d

04/ 12/ 05 (S) M NUTE( STA)

04/ 14/ 05 (S) STA AT 3:30 PM BELTZ 211

BILL: HB 116

SHORT TITLE: LIABILITY FOR ALCOHOL LAW VI OLATI ONS
SPONSOR('s): REPRESENTATI VE(s) MEYER

01/ 28/ 05 (H READ THE FI RST Tl ME - REFERRALS

01/ 28/ 05 (H STA, JUD

03/ 01/ 05 (H STA AT 8: 00 AM CAPI TOL 106

03/ 01/ 05 (H Moved CSHB 116( STA) Qut of Conmittee

03/ 01/ 05 (H M NUTE( STA)

03/ 02/ 05 (H STA RPT CS(STA) NT 3DP 2DNP 1AM

03/ 02/ 05 (H) DP: GARDNER, GATTO, SEATON;

03/ 02/ 05 (H DNP: RAMRAS, ELKINS;

03/ 02/ 05 (H) AM GRUENBERG

03/ 21/ 05 (H JUD AT 1: 00 PM CAPI TOL 120

03/ 21/ 05 (H Moved CSHB 116(JUD) Qut of Conmittee

03/ 21/ 05 (H M NUTE( JUD)

03/ 22/ 05 (H JUD RPT CS(JUD) NT 7DP

03/ 22/ 05 (H DP: GRUENBERG, ANDERSON, KOTT,
DAHLSTROM COGHI LL, GARA, MCGUI RE

04/ 01/ 05 (H TRANSM TTED TO (S)

04/ 01/ 05 (H VERSI ON:  CSHB 116( JUD)

04/ 04/ 05 (S READ THE FI RST Tl ME - REFERRALS

04/ 04/ 05 (S) STA, JUD

04/ 14/ 05 (S) STA AT 3:30 PM BELTZ 211

W TNESS REG STER

HEATHER BRAKES,
Staff to Senator Therri aul t
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Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Introduced CS for SSSB 24 and expl ained
proposed changes to CSHB 95

M KE TI BBLES,

Deputy Conm ssi oner

Department of Adm nistration

PO Box 110200

Juneau, AK 99811-0200

POSI TI ON STATEMENT: Commented on CS for SSSB 24

FRED DYSON

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Sponsor of SB 94

JI M FROGUE,

Project Director

Center for Health Transformati on

Washi ngton, D.C.

POSI TI ON STATEMENT: Present ed personal views on SB 94

SPENCER BEAGLE

| nsur ance Broker

No address provi ded

PCSI TI ON STATEMENT: Testified on SB 94

PETER ROVERUD

Del oit Consulting

M nneapolis, M

PCOSI TI ON STATEMENT: Testified on SB 94

LI NDA HALL, Director

Di vision of |nsurance

Depart ment of Comrerce, Community & Econom ¢ Devel opnent
PO Box 110800

Juneau, AK 99811-0800

POSI TI ON STATEMENT: Testified on SB 94

MELANI E M LHORN, Director

D vision of Retirenment And Benefits
Departnent of Adm nistration

PO Box 110200

Juneau, AK 99811-0200

PCSI TI ON STATEMENT: Testified on SB 94
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JASON HOOLEY,

Staff to Senat or Dyson

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: I ntroduced SB 12

VERN JONES,

Chi ef Procurement O ficer

Departnent of Adm nistration

PO Box 110200

Juneau, AK 99811-0200

POSI TI ON STATEMENT:  Answer ed questions on SB 12

VES KELLER,

Staff to Senator Dyson

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT:  Answered questions on SB 94

RI CHARD MANDSGER, MD, Director
Di vision of Public Health
Department of Health &
Soci al Servi ces
PO Box 110601
Juneau, AK 99801-0601
POSI TI ON STATEMENT:  Answer ed questions on CSHB 95

M CHAEL PAW.OWSKI ,

Staff to Representative Kevin Meyer

Al aska State Capitol

Juneau, AK 99801-1182

PCOSI TI ON STATEMENT: I ntroduced HB 116

ACTI ON NARRATI VE
CHAIR GENE THERRI AULT called the Senate State Affairs Standing

Commttee neeting to order at 3:39:05 PM Present were Senators
Davis, Huggins, Elton and Chair Therriault.

SSSB 24- REEMPLOYMENT OF RETI REES

CHAI R GENE THERRI AULT announced the first order of business to
be SB 24.

3:39: 28 PM
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CHAIR THERRI AULT requested a notion to adopt the proposed
commttee substitute (CS)

SENATOR CHARLI E HUGE NS notioned to adopt \I version CS for SSSB
24 as the working docunent.

HEATHER BRAKES, Staff to Senator Therriault, outlined the
proposed changes:

e Section 1 calls for an annual report to the legislature
to explain what enployers are doing to plan for shortages
in certain enploynent areas.

e Section 2 applies to the TRS systemand mrrors Section 3

e Subsection 2(a) grandfathers any enpl oyees
hired as of 7/1/05. Those enployees may
continue under the waiver for one year. On
7/1/06 that benefit would no |onger be
available. An enployee <could continue
enpl oynent, but he/she would no |[|onger
receive a retirenent benefi t whi | e
enpl oyed.

e Subsection (b) states that an enployer
nmust offer health insurance to the rehired
retiree just as they do for all other
enpl oyees. Fur t her nor e, t hat nmedi ca
coverage would be the primary and only
coverage. An enployee would no |onger be
able to use the retirenent nedical benefit
as secondary coverage.

e Subsection (c) requires that the enployer
make contri butions to t he unf unded
liability at the same rate that is nade
for all other enployees.

e Section 3 applies to the PERS system and mrrors Section

e Subsections 3(a)(b)(c) mrror subsections
2(a) (b)(c).
e Section 4 is a conditional retroactive date.
3:42:49 PM
CHAI R THERRI AULT recapped Ms. Brakes' explanation.
SENATOR KIM ELTON said the way he reads Section 1 is that it

would only require the TRS and PERS adm nistrators to report on
the effect of the act on the retirenent systens.
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CHAI R THERRI AULT said that's correct.

SENATOR ELTON asked for clarification that it's a one year
extension for those already in the system and not a one year
extension so that enployers can continue to hire new people into
the system

CHAIR THERRI AULT said that's correct. He added there was
di scussion in his office about trying to understand the reasons
why it's so difficult to fill certain positions, but that wasn't
part of the CS.

SENATOR ELTON renmarked it's a good idea to know why things
happen.

CHAI R THERRI AULT responded that should already be part of the
human resource job description and duty |ist.

SENATOR CHARLI E HUGE NS asked whet her there would be a nechani sm
to rehire a retiree if this bill were to pass.

M KE TI BBLES, Deputy Conm ssioner, Departnent of Adm nistration
(DAA), explained that the state could still bring a retiree
back, but he/she would accrue additional retirenent benefits and
the enployer would be required to contribute into the system for
those benefits. The pension benefit would be suspended for the
reenpl oynment peri od.

CHAI R THERRI AULT recapped the expl anati on.

SENATOR HUGGE NS questioned whether it would be attractive for
retired teachers to come back

MR. TIBBLES acknow edged it is a concern and the legislature
shoul d continue to hold such di scussi ons.

SENATOR HUGA NS added he is also concerned about the alleged
abuses to the current system

CHAI R THERRI AULT remarked M. Tibbles certainly intends to push
the Adm nistration's position that it could add sideboards to
make it acceptable for the systemto go forward.

He asked M. Tibbles whether the changes in the CS would require
refiguring the fiscal note.
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MR. TIBBLES said he would have to double check wth the
di vision, but he believes the analysis is still correct.

CHAIR THERRI AULT noted the CS asks enployees to go on the
regul ar health system and asks departnents to make contri butions
to hold the retirenment system harm ess. He questioned whether
that wouldn't result in sone sort of fiscal inpact.

MR. TIBBLES replied the State of Alaska is providing health
coverage for those who return but the concern centers on what's
happening at the nmunicipal level. Mnicipalities would be
required to provide primary health coverage and not be all owed
to cost shift health coverage to the retirenent account.

CHAIR THERRI AULT el aborat ed, muni cipalities chose not to
continue the regular health insurance and forced rehired people
into the retirement health insurance.

MR. TI BBLES agreed that happened in several instances.

SENATOR ELTON observed that if you were to replace the current
retire/rehires in one year, the enployee cost to the state would

go up.
3:51:41 PM

CHAI R THERRI AULT noted there were no further questions and asked
the will of the committee.

SENATOR HUGGE NS notioned to report SB 24, as anended, and
att ached fiscal not e from committee with i ndi vi dua
recommendati ons.

CHAI R THERRI AULT asked M. Tibbles to review the fiscal note.

He announced that there being no objection, CSSSSB 24(STA) noved
fromcomittee.

SB 94- STATE EMPLOYEE HEALTH | NSURANCE

CHAI R THERRI AULT announced SB 94 to be up for consideration.

3:52:34 PM

SENATE STA COW TTEE - 9- April 14, 2005



SENATOR FRED DYSON, Sponsor, thanked Senator Davis as co-
sponsor. He described the legislation as significant to Al askans
and said it mght have a nost salutary affect on the
accel erating cost of nedical care and the state budget.

He suggested that tens of mllions of dollars could be saved by
noving to health savings accounts. Recent federal |egislation
makes it possible for individuals to put pre-tax dollars into a
high deductible health plan as a part of a health savings
account .

He reported that in certain instances the savings have been as
high as 40 percent. Health savings accounts are attractive
because: noney that isn't used for health care nmay be rolled
forward; the noney may be invested in any type investnent schene
and may be used for retirenent; individuals are given
responsibility and incentive to nake good decisions about their
own health care.

He said he would like the commttee to hear from experts in the
field.

3:55: 34 PM

JIM FROGUE, Project Director, Center for Health Transfornation
advised that the views he would express were his alone and
didn't necessarily reflect center policy.

Because the Anerican work force is nobile and specialized and
huge corporations no |onger enploy workers for life, it's tinme
to nove to defined contributions and away from defined benefits.
Heal t h savi ngs accounts as the wave of the future, he asserted.

Health savings accounts offer the following benefits to
i ndi vi dual s:

e Maximze the <choice of health care providers and al
provi ders take cash.

« Portable between jobs and changes in enpl oynment status.

e Less expensive to buy insurance wth a high deductible
heal t h pl an.

e Provide individuals incentive to use health care services
appropri ately.

e Create push toward transparency in quality and pricing.

e Provide potential for young workers to accunulate a nest
egg.
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The Rand Corporation Health Insurance experinment followed the
medi cal habits of 7,000 people in 6 cities from 1974-1982.
Participants were placed in 4 different insurance arrangenents.
At one extreme a group had every dollar of health care covered
by the plan. At the other extreme the group had a 95% co-
i nsurance paynment of up to $1,000. The researchers found the
fol | ow ng:

e Famlies with free mnedical coverage spent 50% nore than
famlies on the | east generous plan.

e Hospital admssion rates were 30% to 50% higher for those
inthe free plan than for those in the other groups.

The researchers reached the foll ow ng concl usions:

e The wuse of nedical services responds to the anount paid
out - of - pocket .

* "The average persons health changed very little despite
rat her | arge changes in use caused by the insurance plan."

In designing health savings account options for state enployees
he encouraged the followi ng to naxim ze enrol | nent:

e Discrimnate in favor of |owincone and unheal t hy workers.

* Provide wde dissemnation of information so there is
transparency of pricing and quality.

» Legislators should enroll to show faith in the new system

In conclusion he described a 20-year old worker with a $2,000
deductible health savings account. If the worker contributed
$2,000 and spent $1,000 every year for 40 years, the account
would grow to $127,000 if a 5 percent yield were assunmed. That's
the kind of retirement security nost people want, he said. "This
is the answer to the health care crisis in the United States.”

4:12:55 PM

CHAIR THERRI AULT asked him to go over the difference in
mat chi ng.

MR. FROGUE enphasized that so far this is his own idea.

Basically the idea is to allow a higher match to |ower incone
and or ill workers. He offered the foll ow ng exanpl e:
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A single person nmaking $22,000 per year would only
have to pay $53 per nonth pre-tax to fund a health
savi ngs account up to a nmaxi num allowable anmount of
$2,650 in 2005. That's assuming that with sone of the
savings the state got for noving to a nuch higher
deductible policy it would put $750 for free into that
worker's account. Subtract that from $2,650 - that
equal s $1,900. If you offer a 2 to 1 match the nonthly
contribution woul d be about $53 pre tax. After federa
tax was taken out that would probably be about $40 to
$45.

CHAIR THERRIAULT noted there were no questions from the
conmittee.

4:17:13 PM

SENATOR DYSON asked if health insurance prem uns could be paid
out of a health saving account.

MR. FROGUE replied no.

SENATOR DYSON questi oned whether he was aware of any unions or
union workers who had enbraced the concept of health savings
accounts.

MR. FROGUE answered no then gave an exanpl e why he believes that
health savings accounts would be nost beneficial to union
wor kers.

SENATOR DYSON asked if it's correct that if an enployer spends
$600 to $800 a nmonth to ensure an enployee and famly and that
enpl oyee chooses a health savings account with a nonthly prem um
of $200 or $300, the enployer could offer the enployee the
option of taking the savings the enployer has in wages or a
contribution to the enployee's health savings account.

MR. FROGUE said that's true.
4:22:52 PM

CHAIR THERRI AULT said he wunderstands that you mght want to
offer a higher match for |ower salaried enployees but he wasn't
sure how it would work for |ess healthy enployees. He questioned
whet her a determ nation on match woul d be nmade based on evi dence
of a pre-existing condition.
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MR. FROGUE said he was thinking about soneone who had higher
costs such as a diabetic. As far as pre-existing conditions,
this isn't about nedically underwitten policies. This is about
group policies with a higher deductible plan, he said.

CHAI R THERRI AULT asked why every enployee wouldn't ask for the
hi gher match

MR. FROGUE responded the matching idea is his own and it's
sinply a matter of offering an incentive to people that have
hi gher costs to encourage themto take advantage of the match.

There were no further questions for M. Frogue.
CHAI R THERRI AULT asked M. Beagle to testify.
4:26: 20 PM

SPENCER BEAGLE, independent insurance agent in Al aska and nenber
of Alaska Health Underwiters Association, reported that he
mar kets health savings accounts to individuals and small groups.
He asked whether the state contributes toward the enployees

portion or cost of the health insurance.

SENATOR DYSON replied the enployer could do either or both.

MR. BEAGLE asked if state enployees pay any portion of their own
heal t h i nsurance.

SENATOR DYSON sai d yes.
MR. BEAGLE asked if it's a percentage or a flat dollar anount.

SENATOR DYSON said he wasn't sure but he though it is a flat
dol l ar anmount. He asked him to talk about the type of products
industry is marketing that woul d be avail able in Al aska.

MR. BEAGLE responded he deals with small groups and isn't aware
of any large group markets for health savings accounts. Large
groups are those with nore than 50 enployees. For small groups
he has three different insurance carriers whose prograns he
mar kets to enpl oyers.

He's found that in switching from a traditional true indemity
plan to a health savings account program the enployer typically
saves close to 50% of the original premum He gave an exanple
and said that enployer used sone of the savings and funded part
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of the enpl oyees' depository account, which nore than offset the
enpl oyees' higher deductible. It was a win-win situation for the
enpl oyee and enpl oyer.

Heal t h savings accounts on the individual market are a good way
for individuals to becone self-insured. It allows individuals to
put away pretax dollars and fund their own health insurance
W thout the use-it-or-lose-it provision. It's sort of a nedica
IRA and it sinply makes sense to have a high dollar deductible
plan where you protect your mmjor assets in the event of a
catastrophic condition.

MR. BEAGLE questioned whether the state is |ooking at becom ng
self-insured or is it looking at an indemity carrier.

4:31:30 PM

SENATOR DYSON responded it's been disappointing that the
Mur kowski  Admi ni stration hasn't junped on the idea of health
savi ngs accounts. Present legislation requires the state to cone
up with an option for state enployees, which would provide your
industry with the potential for 40,000 custoners additional, he
sai d.

MR. BEAGLE questioned whether there would be just one group
pl an.

SENATOR DYSON said it's not a given.

MR. BEAGLE said there are many individual plans available and if
the state continues to contribute at the same |evel whether the
enpl oyee participates in the health savings account or not a
portion could be placed in the enpl oyee depository account.

SENATOR DYSON suggested that he and others in the industry offer
the state a good package for the group of 40,000 enpl oyees.

MR. BEAGLE clarified that he's an insurance broker/agent and not
a conpany, but he didn't see any problemwth that. He said he'd
be happy to contact carriers and ask them to put together
proposal s for state enpl oyees.

4:34: 42 PM

CHAIR THERRI AULT observed that the state has policy calls to
nmake before it goes in that direction
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PETER ROVERUD, Deloit Consulting, informed the commttee that
Deloit Consulting has been the benefits consultant for the
Al aska Retirenent and Benefits Ofice for a nunber of years. He
offered the opinion that health savings accounts are a good
i dea.

Currently state enpl oyees have a choice of three different plans
that are self-funded through the Retirenent and Benefits Ofice.
Because the premiuns and benefits for FY 06 have been set, he
warned that the legislation could have an adverse inpact on
those rates if health savings accounts were inplenented for
2006.

There is concern associated with the potential for offering
heal t h savi ngs accounts in 2006 as a forth option. The reason is
that high deductible plans are frequently nore attractive to
young or healthy people so sonme of those people that have no
clainms would choose to nove into that plan. This anti-selection
could inpact all the prem uns in 2006.

Anot her comment is that health savings accounts are a relatively
new concept so there is an informational challenge associated
W th educating people. That's been denonstrated in the questions
and answers put forth in the hearing today, he said.

Finally, the tools aren't in place yet for know ng how much
different providers charge for particul ar procedures.

Al t hough health savings accounts wll becone nore popular in
years to cone, less than 5% of the population participates in
this kind of plan today.

4:38: 07 PM

SENATOR KIM ELTON asked if the possible inpact on prem uns
woul dn't go beyond 2006 if high deductible health savings
accounts were inplenented. He assuned that if you take young and
heal t hy people out of the other three plans the costs for those
pl ans woul d be higher in out years as well.

MR. ROVERUD said his coment stenmmed from the fact that the
prem uns had already been set so a shift to the new plan m ght
result in incremental costs to the system He acknow edged that
the costs could be higher in the out years as well.

SENATOR ELTON pointed out that the bill says the state shall
provi de a high deductible plan and the enployee may establish a
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heal t h savings account. How many enployees m ght choose a high
deductible plan and not establish a health savings account, he
asked. They could pay tax on the nobney and then use it for
sonet hing other than a health savings account.

MR. ROVERUD replied the details haven't been defined, but he
didn't believe the proposed l|egislation says the state would
continue to contribute the same anobunt that it's contributing
today. The Ofice of Retirenent and Benefits would have to
decide what the plan would look like, he said. As far as
selecting the high deductible plan and not setting up a health
savi ngs account, his experience is that npost do set up an
account. He suggested the Retirenment and Benefits Ofice could
hel p enpl oyees take the option to set up the health savings
account. Not taking that option could have a heavy financial
inpact in the event of a serious accident or illness.

SENATOR ELTON asked if it would be wise for the state to require
enpl oyees to establish a health savings account if they select a
hi gh deducti bl e pl an.

MR. ROVERUD said that would probably be a good idea.
4:42:40 PM

SENATOR CHARLIE HUGE NS asked for information on the "Section
125 plan."

MR. ROVERUD explained a Section 125 FSA (Flexible Spending
Account) is considered a qualified account. Currently the state
offers flexible accounts. Enpl oyees coul dn't have a FSA
al ongside a HSA unless the FSA was |limted purpose neaning it
could only be used for ancillary paynents for such things as
vision, dental or preventative care benefits.

CHAI R THERRI AULT asked Ms. Hall to conme forward.

4:44. 20 PM

LI NDA HALL, Director, Division of Insurance, said SB 94 doesn't
affect the agency, which regulates insurers offering private
i nsurance plans. She said she is seeing nore health savings
account products in the marketplace in Al aska and other states.
Heal t h savi ngs accounts are becom ng nore popular with not just

the traditional insured populations. There is evidence that
currently uninsured small enployers have determ ned that through
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the cost of these products they can afford to offer health
i nsurance for enpl oyees.

Not only is the cost savings of the health insurance piece
attractive, but there's also an enphasis on cost containnent. As
peopl e becone nore involved in decisions about their own health
care they are nuch nore likely to pay attention to cost of
service. That's one of the benefits of this type of arrangenent,
she sai d.

4:46:49 PM

SENATOR DYSON offered the opinion that health savings accounts
are a huge option for non-profits and are likely to profoundly
reduce the nunber of uninsured people in the state. He's | ooking
at ways for Al askans to contribute their permanent fund dividend
to their health savings account.

CHAI R THERRI AULT asked Ms. M Il horn to cone forward.

MELANIE M LLHORN, Director, Division of Retirenment and Benefits,
said the division supports vehicles such as health savings
accounts as well as the opportunity for cost containnent and
cost savings for the active plan. The division believes health
savi ngs accounts go hand in hand with consumer driven health
care. Research indicates that this is a powerful vehicle for
enpl oyers to contain healthcare costs.

The conpounded increases in the retiree health plan average
about 10% For FY 06 the increase for the active plan is 10.05%
For the three separate plans the nenber contribution anount is
$820. If a nenber selects the econonmy plan and preventative
dental, no out of pocket deduction occurs. If the standard or
premum plan is selected, the nenber pays the buy-up portion.
For the standard plan the cost is $898 per nenber/nonth and for
the premiumplan its $980 per menber/ nonth.

Because premuns will increase year-to-year, this is the kind of
vehicle to look at and pursue. The agency would like to work
with Deloit Consulting to develop a design for a high deductible
pl an.

"For 2004 the clains experience for our select benefits is $50
mllion and we need to be able to use any nechanism and those
instrunents available to us to be able to reduce those costs,"”
she sai d.
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SENATOR DYSON acknow edged there is justification for the
adm nistration having noved slowy, but it's also unfortunate
that 12 new bargaining agreenments have been entered into
recently, which neans that offering a new plan wll be limted
to when those contracts come up again. He asked how nany
enpl oyees aren't under a bargaining unit.

M5. M LLHORN said about 5,300 are under select benefits, but she
isn't sure how many are under non-covered.

SENATOR DYSON said with this legislation the departnent would be
encouraged to work on offering products to the people who are
under a bargaining unit as well as those who are not.

He reiterated this is a win-win situation. Enployees get the
advantage of portability and the opportunity to nmake decisions
for thenselves; providers get paid right away;, and the client-
patient is given incentive to carefully reviewtheir bills.

He urged the conmmttee to let his staff know what other
information it would I|ike.

CHAI R THERRI AULT asked if the rates for enployees not covered by
a collective bargaining agreenent are negotiated out for a year
i n advance.

M5. M LLHORN answered no, but the division would need the tine
to work with Deloit Consulting to create a new high deductible
pl an and reconfigure the existing plans.

CHAI R THERRI AULT questioned whether there mght not be contract
problenms wth the insurance provider. The provider has figured
the premium that's required for each enployee knowi ng the size
of the pool and if a portion of that pool were placed in a
different plan that woul d probably have an i npact.

IVS. M LLHORN said AETNA, the third party admnistrator
processes clains based on a per-nenber-per-nonth admnistrative
fee and that woul dn't change.

SENATOR ELTON reiterated his concern that sonme people m ght
select the high deductible option and not open a health savings
account. That would have a ripple affect throughout the Al aska
heal t hcare system He asked her to discuss that with Deloit and
deci de whet her the options shouldn't be coupl ed.
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It's also inportant to know and wunderstand the effect on
enpl oyees who don't opt for the high deductible plan. He
anticipates that creating a pool of younger and/or healthier
people would have a cost to the people in the other pools. W
need to understand that to make an intelligent decision on
whether or not this is a good idea at this time, he said.

M5. M LLHORN responded the division expects a |linkage to occur
between a hi gh deductible plan and a health savings account. The
bill links the two and the division wuld do whatever is
necessary to ensure that the plan's interests and the nenbers’
interests are protected. That nust include a |inkage.

CHAI R THERRI AULT warned that the |anguage doesn't say that. It
says, "A health plan with a high deductible that qualifies..."
It doesn't say requires.

SENATOR ELTON read, "The state shall allow the option of a high
deducti ble and enployee may use the tax advantages of a health
savi ngs account."

M5. M LLHORN acknow edged she misread that portion, but her
expectation is that they would be |inked.

CHAI R THERRI AULT noted that the "shall" and "may" |anguage is in
the findings and intent section and it doesn't nean anything. He
was |looking at page 2, line 20 that <contained the word
"qualifies" and that neans "my."

SENATOR ELTON agr eed.

M5. M LLHORN said her response to the second question related to
inpact is that that's a plan-design plan-configuration analysis
that the benefit actuary woul d engage in.

MR. ROVERUD said he and Ms. MII|horn have had di scussions about
pricing so that other plan offerings wouldn't be adversely
i npacted. They would work with Ms. MIllhorn to evaluate the
opti ons.

SENATOR ELTON said depending on how long the study takes, it
m ght be appropriate to establish an effective date if the bil
noves forward.

CHAI R THERRI AULT agr eed.
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He informed M. Keller that findings and intent don't show up in
statute and the purpose and intent section in the bill reads
like a sponsor statenent. He asked if any part needed to be
ret ai ned.

WS KELLER, Staff to Senator Dyson, stated there is nothing in

the statenment of purpose and intent included in the bill that
needs to be retained.

CHAI R THERRI AULT asked if he would agree that on page 2, line 20
the word "qualifies" should be changed to "required" so that a
person who selects the high deductible plan would be required to
establish a health savings account.

MR. KELLER agreed then noted the drafting error on page 2, line

1. After the word "cover" insert ", at a mninum"
CHAI R THERRI AULT asked about an effective date.

MR. KELLER responded the sponsor has no preconceived idea about
t hat .

5:07: 30 PM
CHAI R THERRI AULT set SB 94 aside for further action.

SB 12-LIMT RELATIONS W TH CERTAI N NATI ONS

5:07: 30 PM

CHAI R THERRI AULT announced SB 12 to be up for consideration. He
asked for a notion to adopt the \I version as the working
docunent .

SENATOR CHARLI E HUGA NS so nobved.

JASON HOOLEY, Staff to Senator Dyson, explained the bill was
introduced to support the federal effort to conbat hunan
trafficking for sexual and | abor purposes.

The U. S. State Departnent conpiles an annual report giving a
tier ranking to foreign countries based on its tolerance for
human trafficking. Tier 3 includes the nbst egregious countries
that have the nobst permssive climte for trafficking. SB 12
relies on those rankings and allows state procurenent agencies
to restrict business with those countries.
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The \I version makes the foll ow ng changes:

Sections 2, 3, and 4 have identical |anguage and relate to the
procurenent agencies for the |legislative branch, the court
system and the executive branch respectively. It nandates that
state procurenent agencies conduct no business wth conpanies
headquartered in Tier 3 countries. They are given flexibility to
restrict business as they see fit with conpanies that conduct
busi ness but aren't headquartered in Tier 3 countries.

Section 5 deals with the fiduciaries of state funds. The Al aska
Permanent Fund Corporation (APFC) found previous versions
probl ematic, but has indicated that the proposed |anguage in the
\l version would not pose a problem to its investnment schene.
The proposed |anguage says that a fiduciary of a state fund
shall restrict direct financial investnents with countries in
Tier 3. That's the section in statute that deals wth the
Prudent | nvestor Rule.

CHAIR THERRI AULT asked for elaboration on direct financial
i nvest nent .

MR. HOOLEY replied the word "countries" is used rather than
"organi zations" so that the state isn't naking direct investnent
in the countries or governnents thenselves as conpared to
busi nesses | ocated there.

CHAI R THERRI AULT asked whether business through a corporation,
investnment in a corporation, or joint ownership of property with
t he corporation would be all owed.

MR. HOOLEY responded that's our intent.

CHAIR THERRI AULT asked if anything in the findings section
needed to be kept.

MR. HOOLEY said it isn't essential.
SENATOR ELTON asked if there's a definition for "headquarters”.

MR. HOOLEY responded he didn't have a definition but he would
| ook into that with | egal services.

SENATOR ELTON questioned whether the problens originally voiced

by the APFC wouldn't apply to the PERS/ TRS fund managers as
wel | .

SENATE STA COW TTEE -21- April 14, 2005



MR. HOOLEY acknowl edged that the PERS/ TRS boards hadn't been
contacted yet, but he'd be happy to do so.

CHAIR THERRI AULT asked for verification that the APFC had
reviewed Section 5 and had expressed no concern.

MR. HOOLEY replied he received a letter from the corporation
expressing the view that the \l version would not affect the
APFC s investnents or fiduciary contracts.

CHAI R THERRI AULT asked for a copy of the letter for the bill
file.

CHAIR THERRI AULT noved to strike Section 1. There being no
obj ection, Section 1 was del et ed.

He noted two zero fiscal notes.
5:17: 55 PM

SENATOR ELTON asked if M. Jones had a definition for
"headquarters” and whether it would include subsidiaries or
whol | y owned subsidiaries of |arger corporations.

MVR. JONES, Chi ef Pr ocur enent Oficer, Depar t ment of
Adm nistration, said he was westling with how to nake that
determ nati on. However, he understands the intent and woul d give
it his best shot.

5:20: 30 PM

CHAIR THERRIAULT noted the bill has a Judiciary Conmmttee
referral

SENATOR HUGGE NS notioned to report CSSB 12, as anended, and
att ached fiscal not es from commi ttee wth i ndi vi dua
recommendati ons.

CHAI R THERRI AULT announced that w thout objection, CSSB 12(STA)
noved from conm ttee.

CSHB 95(RLS) - PUBLI C HEALTH DI SASTERS/ EMERGENCI ES

5:21:31 PM
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CHAI R THERRI AULT announced HB 95 to be up for consideration. He
noted the proposed commttee substitute (CS) renoved nost of the
i ntent | anguage.

HEATHER BRAKES, Staff to Senator Therriault and the Senate State
Affairs Commttee verified that point. In addition she said the
drafters expressed the opinion that an anmendnent nade on the
House floor was located in the wong pl ace.

Page 2, line 26 is a new paragraph (4). The drafters suggest
that be noved up to line 22 following "state enployee;"” and
anended slightly to read, "state enployee and except that,".

SENATOR KI M ELTON noved the \I version as the working docunent.
Wt hout objection the notion carried.

CHAIR THERRI AULT restated the anmendnent that legislative |ega
suggested and asked for a notion.

SENATOR BETTYE DAVI S so noved.

CHAI R THERRI AULT announced that w thout objection the anendnent
was adopt ed.

He noted the only other change related to |anguage consistency.
There was question about the difference between "significant
risk to public health”™ wversus "substantial risk to public
health.” It appears that "significant" is a |lower standard than
"substantial."” The Departnent of Law has said that "significant”
is used to cast the net broadly to decide who wll be put into
quarantine. To get out of quarantine the hurdle is higher and so
that's when "substantial” is used.

RI CHARD MANDSGER, WMD, Director, Division of Public Health,
Department of Health & Social Services, agreed.

DR. MANDSCGER pointed to the inconsistency on page 13, line 22

dealing with an affidavit froma judge. For consistency the word
"significant" should be used rather than the word "substantial."

CHAIR THERRI AULT said you want the lower threshold for taking
someone in.

DR. MANDSGER agr eed.
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CHAIR THERRI AULT said the policy question is whether the
commttee is confortable with a lower threshold for taking
people into quarantine and a higher threshold for the person to
prove they should be rel eased.

SENATOR CHARLIE HUGE NS noved to strike the word "substantial™
frompage 13, line 22 and insert "significant".

CHAIR THERRI AULT announced that w thout objection, the notion
carri ed.

DR. MANDSGER expressed satisfaction with the policy call because
it makes for consistency in application.

CHAIR THERRI AULT referenced page 15, |ine 14 and questioned
whet her "substantial” is the appropriate word.

DR MANDSGER replied the sane explanation applies. The
subst anti al t est is t he risk of transni ssi on - t he
cont agi ousness of the disease.

5:30: 05 PM
There were no further questions.

CHAI R THERRI AULT noted the zero fiscal note and asked for the
will of the commttee.

SENATOR BETTYE DAVIS notioned to report SCS CSHB 95(STA), \I
version as anended, and attached fiscal notes from conmttee
with individual recomrendati ons.

CHAI R THERRI AULT announced that wthout objection, it was so
or der ed.

CSHB(JUD) 116-LIABILITY FOR ALCOHOL LAW VI OLATI ONS

CHAI R THERRI AULT announced HB 116 to be up for consideration.
5:31:37 PM
M CHAEL PAW.OABKI, Aide to Representative Kevin Meyer, infornmed

menbers that under current statute a |icensee nay sue a person
aiding in conpliance checks for any of four reasons.
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e« If a mnor knowingly enters or remains on a |icensed
prem se.

e If a mnor solicits another to purchase al cohol for them
e |f a person purchases al cohol for a mnor.
e If a mnor presents false identification to a |icensee.

The difficulty relates to the fact that youths working with |aw

enforcement were not exenpted when the civil liability
provi sions were added to statute. HB 116 seeks to renmpove from
civil liability the youths working with | aw enforcenent officers

investigating and enforcing conpliance with the state alcoholic
beverage | aws.

He noted the witten testinony from Jessica Paris wth the
Nat i onal Council on Al coholism and Drug Dependence.

5:33: 38 PM

CHAIR THERRI AULT remarked the legislature dealt wth simlar
| egislation related to tobacco products. He asked about changes
that were nmade to the original bill and whether it confornmed to
that | egislation.

MR, PAW.OMNSKI replied HB 116 doesn't conform to the tobacco
| egi slation. Representative Meyer's original intent was to
create an exception in AS 04.16.049, which relates to a mnor
remaining on a licensed prenm se. Because there are different
types of conpliance checks, Section 2, anending AS 04.16. 060 was
added to address the other issues brought up in a conpliance
check.

The House Judiciary Commttee changed lines 7 and 13 on page 1.
The word "supervises" was added to ensure that the police
mai ntai n cl ose supervision of the activity.

There were no further questions.

CHAI R THERRI AULT noted the zero fiscal note and asked for the
will of the commttee.

SENATOR CHARLIE HUGEA NS notioned to report CSHB 116(JUD) and
att ached fiscal not e from committee with i ndi vi dual
recormendati ons.

CHAIR THERRI AULT announced that w thout objection, it was so
or der ed.
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There being no further business to conme before the commttee,
Chair Therriault adjourned the neeting at 5:37:33 PM
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