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ACTI ON NARRATI VE

CHAIR BETTYE DAVIS called the Senate Health, Education and
Social Services Standing Commttee neeting to order at 1:33:06
PM Senators Davis, Dyson, Elton, and Thomas were present at the
call to order. Senator Cowdery was excused.

SB 160- MANDATCORY UNI VERSAL HEALTH CARE

CHAI R DAVI S announced SB 160 to be up for consideration.

1: 33: 48 PM

SENATOR HOLLIS FRENCH, sponsor of SB 160, said this bil
represents the culmnation of a dream of finding a way to
provi de affordable health insurance to all citizens. He went on
to say that a majority of the 100,000 Al askans w t hout insurance
are working but either do not get benefits through their
enpl oyer, or cannot afford the benefits provided; this bill was
designed to correct that. SB 160 represents a conprom se between
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two warring factions in the health insurance debates. The |eft
gave up on the idea of “single payer,” and the right gave up on
keepi ng fol ks uninsured. This breakthrough occurred when people
realized the American values of conpetition and a free market
could be preserved wi thout sacrificing health coverage for every
citizen.

1:36: 26 PM

SENATOR FRENCH said the overall plan is to set up a health care
board to certify private healthcare plans and place them in a
heal t hcare clearinghouse, then let citizens purchase coverage
from the clearinghouse using a voucher, the anount of which
would be determined on a sliding scale based on incone.
Conpetition between private plans would naintain a free market,
with the governnent involved only as a facilitator.

1: 37: 50 PM
He noted that there was a blank CS before the commttee.

CHAIR DAVIS said it had not been adopted, but the commttee
could address that at a later tine. She recognized that Senators
W el echowski and Ellis were co-sponsors of the bill, and then
returned the floor to Senator French.

1: 38: 43 PM
SENATOR FRENCH confirned that he was working from version V, and
provi ded an overview of the bill by section.

Section 1 sets out the initial findings: primarily that the
heal thcare system needs work, that the goal of the bill is to
inprove and protect the health of all Al askans, that al
Al askans should have access to essential healthcare, and that
has an economic interest in insuring equitable financing of
essential healthcare for Al askans who do not have access to
basi ¢ heal t hcare.

Section 2 lays out what the |egislation would acconplish and the
mechani cs of inpl enentati on.

SB 160 woul d: ensure that all state residents can afford quality
health care coverage appropriate to their needs, require that
heal t hcare coverage be “neaningful” as discussed later in the
bill, reduce unsustainable healthcare cost increases through
encouraging primary care and prevention, center on consuner
choice by providing a franework for conpetition where insurance
pl ans must conpete to acquire and retain customers.
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SENATOR FRENCH continued to Section 21.54.210, which deals wth
the creation of the Health Care Board. The board woul d be set up
under the Departnent of Health and Social Services (DHSS) and
conprise 13 nenbers: 2 representatives from the insurance
industry, 1 representing l|large business, 1 representing small
busi ness, 2 from Alaska's  hospitals, 1 from a |abor
or gani zati on, 2 licensed Alaska physicians, 2 consuner
advocates, a registered nurse, and the Comm ssioner of Health
and Human Services. Each nenber would be appointed by the
governor for a three year term Menbers would be entitled to
standard per diem and transportation charges and costs under AS
39.21.80. The board would select a chair and vice chair; a
majority would be considered a quorum for transacting business.
The board would have six nenbers whose focus would be on the
busi ness side of health and six who would focus on the patient
side of health, with a comm ssioner serving as tie-breaker.

1:41:39 PM

Section 21.54.220 presents two nmain elements of the bill: the
heal thcare clearing house and the healthcare fund. Senator
French said the function of the fund would be described later in
the bill. The board would ensure a variety of plans would be
made available through the clearinghouse, help educate the
public about different plan options and ensure enrollnent. He
added parenthetically that he saw an opportunity here for sone
synergy with the governor’s plan for a web-based information
system The board would also establish enrollnment criteria and
provide for an annual “open season” when custoners could change
their plan selections. He felt the open season was inportant to
prevent what he called “noral hazard”, or waiting to enroll in a
plan until it was needed.

The board woul d hear conplaints or objections to decisions nmade
by the plan. Custoners who objected to a board decision would be
entitled to a hearing. The board would also be responsible to
i npl ement the voucher system

1:44: 03 PM

He explained that the idea as set out in Section 21.54.230 is
not to create a new bureaucracy; it [the clearinghouse] would
nore likely be a web site where custoners wth healthcare
vouchers would nake their plan selections and be connected with
gual ity insurance products.

Section 21.54.240 establishes the voucher system and includes an

i ndi vidual responsibility clause requiring all Al askans to have
health coverage that would ©provide essential heal t hcare
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services. The state wuld be responsible to ensure that
af fordabl e healthcare was nade available, but it would be the
responsibility of the individual to go to the clearinghouse and
get that coverage.

1:46: 23 PM

SENATOR FRENCH enphasized that there were 70,000 visits |ast
year to the Providence Hospital energency room and many of the
those treated were not insured. The individual responsibility
clause is a necessary first step to getting everyone in the pool
and keeping the costs down.

Sections 1 through 7 [AS 21.54.240] outline who would not be
subject to the individual responsibility requirenent. People
enrolled in Medicare or Medicaid, people with existing insurance
coverage including those covered by the Indian Health Service,
and those who have been in the state less than a year would be
exenpt from participation in the program

1:48: 03 PM

Vouchers woul d be issued to households and individuals based on
the federal governnent’s federal poverty l|level (FPL) criteria.
In Alaska, the FPL for 2008 was set at $13,000 annual gross
income for an individual or $26,500 for a famly of four.
Subsection (c) provides that anyone falling below the FPL woul d
get free health coverage. Those people would probably qualify
for Medicaid, but if they fell through a |oophole in that
program coverage would be paid for by the state. Subsection (d)
provides that vouchers would be issued to persons earning
between 100 and 300 percent of the FPL. Subsection (e) would
require individuals or famlies earning over 300 percent of the
FPL to acquire their own coverage. They would not receive needs-
based vouchers, but would be eligible to receive one of the
speci fi ed beneficiary vouchers described in 21.54. 280.

1: 50: 25 PM

Subsection (b) provides for Jlarger vouchers to individuals
qualifying for coverage under the Al aska Conprehensive Health
| nsurance Association (ACH A) plan. Because ACH A's high-risk
coverage can be extrenely expensive, the sliding inconme scale
was adjusted to allow an incone of up to 450 percent of the FPL.
Subsection (f) specifies that only |egal Al askan residents would
be eligible to receive vouchers.

Al'l plans sold through the clearinghouse would have to provide,

certain mninmum benefits as defined in Section 21.54.250 to
i nclude: coverage for preventative and primary care, energency
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servi ces, i n-patient hospi t al char ges, prescription drug
coverage, nental health services. Section 21.54.260 relates to
enpl oyer-provided health coverage requirenents. Subsections (a)
and (b) in that section make clear that nothing in the
| egislation would change enployer-paid insurance if provided.
Subsections (c) and (d) ensure that all enployers contribute
something to the public health by inposing a tax |evy based on
Si ze, on businesses w thout health insurance plans.

1:53: 21 PM

SENATOR FRENCH added that if an enployer offered to pay 33
percent of its enployees’ prem um costs, successfully enrolled
at least 25 percent of its enployees in an enployer sponsored
pl an, or established a Section 125 cafeteria plan, the enployer
woul d be exenpt fromthe |evy.

| nsur ance pl ans of fered t hr ough the Al aska Heal t hcare
Cl eari nghouse woul d have to neet Section 21.54.270 requirenents,
including a nmandate in subsection (b) that an insurance plan
of fered through the clearinghouse may not deny enrollnment to an
el i gi bl e individual.

1:55: 00 PM

SENATOR FRENCH enphasi zed that such a mandate is only possible
because of the individual responsibility clause that requires
everyone to have coverage. Subsection (c) allows conpanies to
offer varied levels of deductibles, co pays, coinsurance and

out - of - pocket maxi muns, i nclude high-deductible healthcare
pl ans, and offer different benefit levels for in-network and
out -of -network  providers. The subsection also encourages

speci alized plans for young adults 18 to 30 that have different
terms than normal plans. The idea was to |let the narketplace
respond to the needs of the custoners.

Subsection (d) would increase the length of tinme that a child
nmust be covered under a clearinghouse plan to 25 years of age or
until two years after the dependent no |longer resides with the
famly.

The Alaska Health Fund and Specified Beneficiary Vouchers are
explained in Section 21.54.280. The health fund would be
established as a separate trust fund of the state and would
i nclude appropriations from the state and federal governnents,
the enployer |levy, healthcare premuns, and other sources.
Specified Beneficiary Vouchers [Subsection (b)] wuld give
enpl oyers the ability to contribute to enployee health prem uns
through a voucher. If a person’s incone exceeded 300 percent of
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FPL, an enployer that could not afford to provide health

i nsurance would still be able to help by providing sone of the
cost in the formof a voucher in the enployee’'s nane. That would
work especially well for individuals wth nore than one
enpl oyer.

1:58: 37 PM

SENATOR FRENCH stated that a weakness of earlier reformefforts
was that they forced enployers to offer enployee insurance,
which was too great a financial burden and the business
communi ty pushed back against that. In the nodern econony people
change jobs frequently or work rmultiple jobs that come together
to provide a living, but often don't offer insurance. This plan
woul d provide portable insurance policies that people could take
with them as they change jobs.

Section 21.54.290 grants individuals the right to a hearing if
denied health coverage by a certified plan, if a plan fails to
deliver essential healthcare services, or if they were aggrieved
by a decision of the board.

1:59: 36 PM

Section 21.54.300 requires a conprehensive annual perfornmance
report by the board. The board would al so give an eval uation and
recommendation on a nunber of health reform topics such as the
use of electronic health records, State Children’s Health
| nsurance Program (SCHI P), the effect of nandated benefits,
prescription drug bargai ning and nore.

SENATOR FRENCH said section 21.54.210 requires the board to
establish regulations under the Adm nistrative Procedures Act.
The remaining parts of the bill include definitions and
transitional provisions.

2:00: 38 PM
He offered to take questions.

SENATOR DYSON said he was inpressed with the scope and depth of
the bill. He asked what would happen if a person chose not to
enrol .

SENATOR FRENCH reiterated that the individual responsibility
clause requires it. In Mssachusetts a person would |ose the
ability to take a standard deduction on his or her state incone
tax return. Alaska would not have that mechanism available, so
one of the policy decisions that needs to be addressed is sone
form of soft enforcenent of the individual mandate. It wll
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never be a crime not to have health insurance and he would
prefer not to tie it to the permanent fund, he would rather tie
it to an individual’'s ability to qualify for other financial
benefits such as in-state tuition at University of Al aska.

2:03:18 PM

SENATOR DYSON said that government has created a suboptinal
situation that forces hospitals to take anyone who wal ks into an
energency room w thout any assurance of cost recovery, which
results in spreading the costs to everyone. This proposal
appears to correct that. However, he wants to discuss the civi
liberties aspect of coercing citizens to participate in
sonmething for their own good, but tranples on the right of free
citizens in order to acconplish the greater good.

2:04:52 PM
SENATOR FRENCH said the imediate conparison is probably nopst
apt to education. Every citizen deserves sone basic |evel of

education in order to fulfill his or her potential for a
meani ngful life. He opined that the sane applies to health care.
Human bodi es break down and at sonme point in life every person
will need nedical care. For that care to be neaningful, one

needs an insurance policy. Sone people exenpt thenselves from
public education by taking steps to prove that they are
homeschooling or providing that education in some other way.
There are also nechanisns for exenpting oneself from this
requi renent, |ike posting a bond for exanple. He maintained that
it is not fair for a person to expect everyone else to pick up
the bill when sonet hi ng happens.

2:06: 10 PM

SENATOR THOVAS appreciated that the bill woul d create
conpetition in the insurance industry, but wondered how the
paynment schedule would be structured. He asked if the [Health
and Human Services] commission wuld be charged wth the
responsibility to review what was paid and determ ne what
reasonabl e and customary charges were. He feared that providers
m ght increase rates know ng that everyone had coverage.

SENATOR FRENCH answered that the sane market forces that keep
paynent schedules from getting out of line now would continue
under this program He pointed out that doctors don't triple the
price of a procedure when they treat a patient who has an
i nsurance policy. He would actually expect costs to come down,
because 15 percent of health insurance prem uns now cover the
uni nsur ed.
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2: 08: 37 PM
SENATOR THOVAS asked if there would be any limtation on what
facilities m ght be used.

SENATOR FRENCH said the plan would allow for a difference in
paynment for in and out-of-network providers, but would not
restrict where an individual could go for nedical care.

2:09:43 PM
SENATOR THOVAS asked about the 450 percent of FPL for Specified
Beneficiary Vouchers.

SENATOR FRENCH clarified that the upper |imt for a standard
voucher for a famly of four would be 300 percent. The 450
percent voucher would apply only those individuals who woul d now
be enrolled in the ACHIA high risk pool. The idea is that we’'d
have to offer a better voucher to avoid pricing those people out
of the system

SENATOR THOMAS asked if drug and alcohol treatnent would be
consi dered nental heal th di sorders.

SENATOR FRENCH agreed that they woul d.

2:11: 14 PM
SENATOR ELTON asked how the definition of an enployer applied to
franchi ses. For exanpl e, he wondered whether Macdonal d

Corporation would be considered the enployer, or the franchise
hol der for a particul ar restaurant.

SENATOR FRENCH answered that it would be the entity that signs
t he paycheck.

SENATOR ELTON noted that the fiscal note said 20 percent of
uninsured have Indian Health care and wondered why they are
i ncl uded.

2:12: 30 PM
SENATOR FRENCH answered that the fiscal note referred to an
earlier version of the bill and those people would be exenpt

under the current version.

SENATOR DYSON asked how this bill would encourage healthcare
savi ngs accounts.

2:13:46 PM
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SENATOR FRENCH said the current draft of the bill had no
provision for them and encouraged Senator Dyson to bring a
provi sion that would incorporate healthcare savings accounts. He
suggested those accounts <could, iif nmeaningful and set up
correctly, serve as healthcare policies.

2:14: 38 PM

SENATOR DYSON t ook exception to Senator French’s statenent that
a person who does not have insurance really doesn’t have access
to care. He asserted that people who can afford it have taken
responsibility for their health and paid their own bills for 300
or 400 years quite successfully. He didn't see anything to
prevent people from doing so now and further stated that those
who can pay their own bills are charged nore.

SENATOR FRENCH said it seened fairly clear that, while there may
be a very small nunber of people in the United States who have
enough noney to pay the going rate for healthcare, that is not
the case for the majority of Americans. He felt that he could
show clearly that those who do not have insurance do not get the
sanme quality of nedical care as those who do. They don’t get all
of the nedical tests or followup care and they don’t enjoy the
i fespan of people who do have insurance.

SENATOR DYSON said that if they have the noney and don't get the
care, it is their choice and not government’s job to fix.

2:16: 33 PM

CHAIR DAVI S said that healthcare savings accounts were discussed
by the Healthcare Strategies Planning Council, which was | ooking
for ways to encourage their use, and she felt they m ght be part
of the answer for people who can afford them She went on to say
that they could not expect everyone to be covered under this
pl an, although that is the goal, and thought it would be hel pful
if Senator French would bring back some nunbers from the
Massachusetts plan on how many are covered, how nmany are not,
and what Massachusetts is doing to ensure that they do get
i nsurance.

2:17: 43 PM
CHAIR DAVIS said there are other states, including California
and Vernont, which have simlar plans she would like to hear
about. She stated that they would do the fiscal not es
separately.
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SENATOR FRENCH said he had conpleted the overview and that he
would provide the committee with a recent report on the
Massachusetts program key i ndicators.

CHAIR DAVIS said she wwuld also like to see additiona
information on how this would integrate existing plans such as
Medi cai d, Medicare and Denali Kid Care.

2:20: 03 PM
CHAIR DAVIS said it would not be possible to hear from all of
the witnesses who had signed up to testify on the bill, but she
would continue public testinobny the next tinme the bill was
schedul ed.

BEVERLY SM TH, Christian Science Comrittee on Publication
Anchorage AK, said her role was to ensure that proposed
| egislation preserves the choice for Alaskans to pursue
spiritual neans for the prevention and cure of disease,
including Christian Science treatnent and care. She also wanted
to ensure that the commttee had accurate information concerning
spiritual healing as practiced in Christian Science, so that..
“this cost-effective, reliable and effective form of care’...
woul d not be overlooked or restricted in the state’s healthcare
reform efforts. She said that to neet the healthcare needs of
all Al askan residents, this legislation should include coverage
for spiritual care simlar to the coverage offered by the
federal governnment and sone other state plans. She described
Christian Science as a religious, non-nedical form of treatnent
avai l able to anyone, not just nenbers of the Christian Science
church and explained that it involves reliance on spiritual
means through prayer to heal illness, injuries and other
condi ti ons.

She stated that she would not take a position on whether
heal t hcare shoul d be mandat ed, but poi nt ed out t hat
Massachusetts and sone other states were considering allow ng
people to opt out on the basis of religious belief. She
enphasi zed however, that any reform di scussion should include an
acknow edgenent of spiritual care and that costs associated with
it should be included in healthcare reform She requested that a
specific reference be included in SB 160 under section 21.54. 250
to spiritual care services as a category of essential healthcare
servi ces.

2:24: 14 PM

M5. SMTH referred to the “Request for Anmendnent” she had
provided to the commttee nenbers and said she would be happy to

SENATE HES COW TTEE -11- January 30, 2008



work with them on |anguage to ensure that insurance coverage
woul d be provided for those Al askans choosing spiritual care.

2:25:16 PM
CHAI R DAVI S commented that anyone can use spiritual care whether
or not it is included in this bill, and cautioned that it would

not be possible to include a reference to every religious
organi zation that offered healing services. She assured M.
Sm th however, that she wanted to ensure that her needs were net
and woul d discuss it with her further when the commttee took up
amendnent s.

SENATOR DYSON said he also cones froma tradition that includes
spiritual healing, but respectfully questioned what charges
woul d be involved in the services Ms. Snmith was referring to.

M5. SM TH answered that Christian Science practitioners devote
their full time to healing prayer and charge a snmall anount to
support thenselves and their famlies. Christian Science nurses
also charge to provide physical care for those undergoing
spiritual treatnent.

2:27:33 PM

JAMES SHILL, CEO North Star Behavioral Health, Anchorage AK,
said he supported SB 160. North Star enploys 500 people who
provi de hospitalization and residential care for children and
adol escents, with over 1100 adm ssions to their hospitals and
treatment centers annually. They are the primary psychiatric
provider for youth experiencing serious nental health issues
that nmake them a danger to thenselves or others. A hospital
cannot turn people away for treatnment, nor do they want to, but
physi ci ans have high liability insurance paynents, student | oans
and other expenses that make it difficult for them to provide
pro bono care or negotiate for paynment from people wthout
health insurance. That nmakes it difficult for a hospital to
recruit physicians, who know they could work for an out-patient
facility that has no requirement to take patients who cannot
pay. He said he supports the bill because it takes affordability
of insurance into account.

2:31: 04 PM
SENATOR ELTON asked how many people have insurance plans that
cover nmental health services.

MR, SHILL responded that Denali Kid Care helped a great deal to

cover nost of the lowincome children. The bigger problem was
famlies that make too nuch for Medicaid but cannot afford
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i nsurance, or who have insurance that doesn’t provide for nental
health services. He said the largest payor in their hospitals is
traditionally Medicaid, although Tri-Care was increasing due to
the war and currently accounted for 20 to 30 percent of the
patients.

2:32: 35 PM

BONNI E NELSON, representing herself from Chugi ak, AK thanked
Chair Davis for bringing up what is being done about healthcare
in other states. She felt the information should be debated
before the legislature and aired on gavel to gavel l|ike AJA
was, instead of being dealt with by a council or commttee.

She was not convinced that the Mtt Romey approach was the
answer, because Massachusetts has nmany supplenental prograns
that Al aska does not, that allow the program to work there. For
exanpl e, Al aska does not have a way for the disabled or elderly

to stay on Medicaid and still save sone nobney when they can
work, as they are able to do in Mssachusetts. She thought the
bill should deal wth Mdicare and Medicaid problens and

suggested that the legislature ook at California and Col orado’s
“One Care for Al” prograns.

Ms. Nel son added that Massachusetts does not have a high risk
pool |ike ACH A She suggested that insurance conpanies use
“conmunity rating” to spread the cost and that people pay
prem uns based on their income rather than their disability. She
al so supported a supplenental program to assist people who are
turned away from Medi care or Medi cai d.

2:36:31 PM

DARYL WAYNE NELSON, Chugiak AK, thanked the commttee and said
this is an inportant topic to him He has cerebral palsy but had
not been on Medicaid for over a year because he spent eight
years working to save nobney and putting the noney in other
people’s nanes to hide it so he could get his long-term care
services. He asserted that he would not break the law or
encourage others do so but felt that people, no matter how
di sabl ed, should be allowed to be productive citizens and have
the right to save sone noney. He said it is “imoral and w ong”
that the Medicaid IM program allows participants to get up to
$5000 per nonth but requires them to spend down to the federa

poverty level (FPL) of $2000 to maintain eligibility. Seniors
who develop disabilities late in life have to give up everything
they worked for or sign it over to their children when they have
to go into a nursing facility or hone care. He also felt
strongly that Medicaid and Medicare should allow greater freedom
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in the choice of providers and types of nedical services
cover ed.

2:40: 49 PM

MR. NELSON said he was born in Alaska but mght have to |eave
the state in order to get the care he needs. He was pl eased that
the legislature has finally started tal king about the issue in a
meani ngful way and hopes it will result in a healthcare system
t hat includes everyone.

2:43: 01 PM

CHAIR DAVI S said she appreciated M. Nelson’s conments, although
he strayed quite a bit from discussion of the bill, and that it
would go on record that he was pleased there is a bill under

di scussion to deal with sone of Alaska s healthcare issues. She
assured himthat it would cone before the public again and she
woul d wel cone suggestions on how to nake it a better bill.

SENATOR THOVAS noved to adopt the proposed committee substitute
to SB 160, |abeled 25-LS0728, Version V, as the working draft
for the commttee with attached fiscal notes. There being no
obj ection, the notion carried.

2:44:59 PM

SENATOR FRENCH cl osed by saying that his staff had put together
a detailed bill packet that should answer a |ot of the questions
that came up during the neeting. He offered to work with the
commttee to put the bill into a formthat would please them and
stressed that, while this isn't the final answer, it is a way to
begin the conversation and nove toward their goal to lower the
nunmber of uninsured and provide better healthcare and access to
everyone in the state.

CHAIR DAVI S said she al so appreciated Senator French’s staff for
the hard work they put into the bill packet. She said the
adm nistration still had to “weigh in” on the bill and, if they
didnt come on their own she would invite them to the next
nmeet i ng.

SENATOR DYSON asked for a rough idea of when Chair Davis
expected to finish work on SB 160.

CHAIR DAVIS responded that she couldn't say when they would
finish, but she planned to bring it back up in tw weeks. She
adnoni shed the commttee to get their ideas to her office so
they could work on them before the next neeting. She held SB 160
in conmttee.
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There being no further business to cone before the commttee,
CHAI R DAVI S adj ourned the neeting at 2:47:34 PM
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