HOUSE FI NANCE COWM TTEE
April 14, 2009
9:17 a. m

9:17: 02 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 9:17 a.m

VEMBERS PRESENT

Representati ve M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas, Jr., Vice-Chair
Representative Allan Austerman
Representative Harry Crawford
Representative Anna Faircl ough
Representative Les Gara

Representati ve Reggi e Joul e

Representative Mke Kelly

Represent ati ve Wodi e Sal non

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Representative Nancy Dahlstrom Sponsor; Sam D x, Staff,
Representative Nancy Dahlstrom D ane Barrans, Executive
Director, Postsecondary Education Conm ssion, Departnent of
Education; Representative Lindsey Holnes, Sponsor; Linda
Hal | , Director, Division of Insurance, Department  of
Commerce, Community and Economi c Devel opnent; Jeff Jessee

Chief Executive Oficer, Al aska Ment al Heal th  Trust
Aut hority

PRESENT VI A TELECONFERENCE

Dennis Val enzeno, Director and Professor, WWM Program
University of Al aska, Anchorage; Suzanne Tripp, Director,
Regi onal Prograns, University of Washington School of
Medi ci ne

SUVMVARY
HB 204 "An Act increasing the nunber of students pursuing
a nmedi cal education who are provi ded postsecondary

educational services and progranms; and providing
for an effective date."
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HB 204 was heard and HELD in Committee for further
consi derati on.

HB 222 "An Act prohibiting discrimnation by health care
i nsurers based on genetic information; requiring a
health care insurer to offer coverage for the
treatnment of alcoholism or drug abuse; providing
continuity of coverage for college students during
medically necessary |eaves of absence from
college; requiring health care insurers in the
group nmarket to provide parity in the application
of nmental health and substance abuse benefits that
conply with federal requirenents; anending the
definition of 'dentist' to include out-of-state
dentists for purposes of certain dental insurance
requirenments; and providing for an effective
date."

HB 222 was REPORTED out of Conmttee with a "do
pass" recomendation and with two new zero fisca
notes by the Departnment of Health and Soci al
Services and fiscal note #1 by the Departnent of
Commer ce, Community and Econom ¢ Devel opnent .

9:17: 56 AM

#hb204
HOUSE BI LL NO._ 204

"An Act increasing the nunber of students pursuing a
medi cal education who are provided postsecondary
educati onal services and prograns; and providing for an
effective date.”

REPRESENTATI VE NANCY DAHLSTROM SPONSOR, related that the

bill would add four students to the nedical education
program

9:19:22 AM

SAM DI X, STAFF, REPRESENTATIVE NANCY DAHLSTROM expl ai ned
that the purpose of the bill is to add four nore nedical
students and eventually establish a 30-student program It

is an attenpt to maximze the facilities at the University
of Al aska - Anchorage.

Vi ce-Chair Thomas asked if the bill pertains only to nedical
doctors. M. Dix said that was correct. Vice-Chair Thomas
hoped to see the bill expanded to include dentists. He

asked if the adm nistration supports the bill.
Representative Dahlstrom reported that the admnistration

does support the bill. She offered to work on expanding the
bill to include other areas.
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Vi ce- Chair Thomas expressed frustration and thought he m ght
not support the bill.

9:21: 38 AM

Representative Dahl stromoffered to work on that problem

Representative Austerman inquired about the cost of the
pr ogr am He wondered, since it is a l|loan program why
general fund dollars would be needed. Representative
Dahl strom stated that it was a | oan forgiveness program

9:23: 02 AM

Dl ANE BARRANS, EXECUTIVE DI RECTOR, POSTSECONDARY EDUCATI ON
COW SSI ON, DEPARTIVENT CF EDUCATI ON, agr eed W th
Representative Austerman that the program is funded wth
state general funds. The existing program operates in
excess of $2 mllion a year. She reported that it is a work
obligation programwith a trigger if soneone in the program
fails to return to Al aska.

Representative Austerman asked how | ong the obligation was.
Ms. Barrans replied that students have 15 years to pay if
they fail to return to the state and provide three to five
years of service.

Representative Austerman presented an exanple of a doctor
who returns to the state, provides service, and has the | oan

forgiven. Ms. Barrans agreed with his analysis. She
clarified that +the service obligation is in Ilieu of
repaynent.
9:24:38 AM

Representative Fairclough reported that she followed the
bill last year and the discussions in the HESS comm ttee
She asked about the dismal return rates and wondered if a
resi dency program woul d hel p sol ve the program

Ms. Barrans explained that past return rates proceeded the
| oan obligation period of the program The actual return
rate of Al askans varied between 45 and 55 percent and should
now i ncrease. Qut of state WMM students also chose to
participate in Al aska. She explained how the residency
requi renents work. It takes about seven years to conplete
the program The cohort of students that would have
conpleted a three-year residency in the fall of 2008 was the
first group with the contractual service obligation

9:27:27 AM
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Co-Chair Hawker asked for nore information about return
rates.

DENNI S VALENZENO, DI RECTOR AND PROFESSOR, WMM PROGRAM
UNI VERSI TY OF ALASKA, ANCHORAGE, via teleconference, related
that the return rate of Alaskans is actually quite good
conpared to outside prograns. About 50 percent cone back to
the state to practice. Students comng to the state from
other states to do short clinical experiences inpact the
statistics. The overall return on the investnment is about
88 percent since the beginning of the programin 1971. It
t akes about seven years to conplete the program Residency
is the nost inportant factor as to where doctors choose to
practi ce. Where students go to school is the second nost
i nportant factor. Through WAMM Al aska is able to offer
three of the four years of nedical school.

9: 30: 39 AM

Representative Fairclough had heard a different scenario.
She wi shed to research the statistics further.

Co- Chair Hawker asked if the state would benefit nore by
increased residency prograns or by nore students in the
WAAM  pr ogr am

SUZANNE TRI PP, DI RECTOR, REG ONAL PROGRAMS, UNI VERSITY OF
WASHI NGTON SCHOOL OF MEDICINE, via teleconference, first
addressed Vice-Chair Thomas’s concerns about dentists. She
related that through the University of Washington, there was
an option for developing dental programs in Al aska based on
t he WMM nodel .

Ms. Tripp turned to the issue of residency training. She
mai ntained that it was a huge factor in WWM. Resi dency
prograns are being developed currently. She spoke of
overcom ng obstacles related to developing residency
progranms in Alaska. There needs to be sufficient technica
experti se, adequate finances — based on Medicare bed rates,
and enough case volune in order to qualify to take on
residents. Branch prograns in pediatrics and in psychiatry

are currently being devel oped. I nternal nedicine prograns
will be next.
9:33:11 AM

Representative Fairclough summarized that residency is the
nunber one factor. She w shed to check further.

Representative Gara agreed with the expansion of famly

practice residency. He voiced support for the bill. He
menti oned a concern about an acute shortage of internists,
famly care physicians, and gerontol ogists. He suggested

focusi ng schol arships in those areas.
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Representative Dahlstrom offered to neet to discuss this
issue and to include the Committee’s concerns. She added
t hat she has concerns with |ack of nedical care in parts of
t he state.

9:36: 22 AM

Representative Gara said he was open to a conversation.

Co-Chair Hawker asked for an opinion of Representative
Gara’s comments.

M. Valenzeno agreed that targeting an area of nedical
practice was a good idea. He thought it would be difficult
to hold a student to that choice. Representative Gara hoped
there was a way to nake it work.

9:38:10 AM

Representative Austerman wondered whether returning doctors
are required to serve high-need areas or rural areas.

Ms. Barrans reported that there is an incentive to
accelerate the discharge of the financial obligation by
choosing a rural area.

9:39:12 AM

Vi ce-Chair Thonmas asked what the average obligation to the
state was. Ms. Barrans said it was $90,000, which would
increase by about 4 to 6 percent per year. That anount is
in addition to about $100,000 of education debt the student
has already incurred. Vice-Chair Thomas asked if $190, 000
was the anmount forgiven. Ms. Barrans explained that the
$100,000 was owed to the federal governnent or other
| enders.

Vi ce-Chair Thomas wondered why 15 years was allowed for
paybacks. He suggested the payback be accelerated if the
student does not return to the state. M. Barrans observed
that collectability nust be considered. It is difficulty to
| everage an accelerated repaynent on such a |arge anount
wi t hout coll ateral.

9:41: 56 AM

Representative Fairclough inquired about the delinquency
rate of the | oans. Ms. Barrans reported that currently
there is zero delinquency.

Representati ve Austerman asked about the forgiveness period
and anount collected. M. Barrans reported that $170,000 is
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the amount collected with interest by the state if they
don’'t return and work in the state.

Representative Austerman asked if the $90,000 original |oan
was forgiven if the student returns to the state to work for
five years. M. Barrans said that was correct.

9:43: 37 AM

Representative Salnon asked about incentives to bring
physicians to come to Alaska to work. Ms. Barrans was not
awar e of such a program

Co- Chai r Hawker opened public testinony.

9:44: 27 AM

Ms. Tripp clarified that the average anount of debt for an
Al aska WMM graduate is about $130,000 because they pay
tuition in addition to state support. The anount of noney
the state sends to the University of Wshington is
equi val ent in context, not anmobunt, to the anount of general
fund used by the University of Al aska. It rmakes the
partnership of the University of Washington and the state’'s
medi cal school, simlar to any publically funded nedical
school. The noney the state pays is not a scholarship or a
grant; it is the state’'s support for nedical education. |In
addi tion, students may receive schol arships or |oans and pay
tuition to the University of Washington and the University
of Al aska. Students usually have nore than $200, 000 worth
of obligation upon conpletion of their education. In Al aska
there is a need for primary care physicians. There is a
correl ation between debt and the type of nedicine practiced.

9:46: 39 AM

Co- Chair Hawker cl osed public testinony.

Co- Chai r Hawker requested information about the fiscal note.
M. Dix explained that in 2012 the total operating budget
woul d be $210,300. For 2013 it would be $425,200. For 2014
it would be $550,300 and for 2015 it would be for $557, 400.
Co- Chair Hawker asked why it accel erates over the years.

Ms. Tripp related that it accel erates because there are nore
students in the program every year. Co- Chair Hawker
concluded that it was a cunul ative bill.

9:48: 37 AM

Representative Gara asked if the WMM subsidy was for four
years of nedical school, but not for the residency because
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the students would be getting paid. M. Tripp said that was
correct.

Representative Austerman inquired if the anount was for four
new students. He asked if there was already $2 million in
the program Ms. Tripp said that was correct.

Vice-Chair Thomas asked if the fiscal note covers the

student that has an assistant. Ms. Tripp stated that it
does include all expenses. Vice-Chair Thomas asked how many
nore teachers would be added. Ms. Tripp explained the

apprenticeshi p program and how sites are found. Additiona
persons are then brought on, however, she did not know how
many.

9:50: 57 AM

Vi ce-Chair Thomas thought extra individuals were hired to
supervi se the students. M. Tripp recalled that there was a
coordi nator who woul d hel p students navi gate through nedica
school, as well as career counselors. In the third and
fourth year additional supervisors are involved. Vice-Chair
Thomas wanted to know the costs in addition to funding the
students.

9:52: 04 AM

Representative Joule wondered what the shortage of doctors
would look |ike wthout this program He asked where
resi denci es take place. Ms. Tripp reported that residency
training can happen in a nunber of sites, determ ned by the
popul ation of the town and type of residency. One of the
requirenents for pediatricians is that a doctor be avail able
on site for training. In Bethel the residents go out to
various rural sites for one nonth.

Ms. Tripp addressed the issue of physician training and the
physi cian shortage in Alaska. There is a need for 30 nore
physicians a year in order to address the shortage of
doctors in the state. There are currently 260 WAMM doctors
in the state. A primary care physician has about 3,000
patient visits a year.

Representative Joule thought that was a “pretty good
pi cture” of the situation.

9: 54: 58 AM

HB 204 was heard and HELD in Commttee for further
consi derati on.

9:55: 47 AM

#hb222
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HOUSE BI LL NO. 222

"An Act prohibiting discrimnation by health care
insurers based on genetic information; requiring a
health care insurer to offer coverage for the treatnent
of alcoholism or drug abuse; providing continuity of
coverage for college students during nedically
necessary |eaves of absence from college; requiring
health care insurers in the group market to provide
parity in the application of nental health and
substance abuse benefits that conply wth federa
requirenents; anmending the definition of 'dentist' to
include out-of-state dentists for purposes of certain
dental insurance requirenents; and providing for an
effective date."

REPRESENTATI VE LI NDSEY HOLMES, SPONSOR, explained that the

bill inplements federal |[|aw It gives the D vision of
I nsurance the ability to inplement new federal |aws that
will kick in this sunmer. She summarized the sections of
the bill:

Section 1: This section incorporates requirenents in 42
U S.C. 300gg-53 into state law. 42 U S.C. 300gg-54
prohibits health care insurers fromdiscrimnating

agai nst individuals on the basis of genetic
information. It prohibits health care insurers from
requiring individuals to undergo genetic testing as a
condition of insurance.

Section 2: This section changes the requirenents for

i nsurance coverage for treatnent of alcoholismor drug
abuse. Currently, insurers are mandated to provide
coverage for treatnent of al coholismand drug abuse to
enpl oyer groups with 20 or nore enpl oyees and nmandat es
that insurers offer such coverage to enpl oyer groups
with fewer than 20 enpl oyees. This section would

repl ace that mandate and only require insurers to offer
coverage for substance abuse to all enployer groups.
Under the nmental health parity provisions in Section 6
of the bill insurers are prohibited fromplacing limts
on substance abuse coverage that are not placed on the
general nedical coverage of the plan.

Section 3: This section anends the definition of
dentist for insurance purposes to cover dentists who
are not licensed in Al aska.

Section 4: This section incorporates requirenents in 42
U S.C. 300gg-54 and 42 U. S.C. 300gg-7 into state | aw
Those sections of federal statute require that health
care insurers continue to cover college students under
their parent’s health insurance coverage when the
students take | eave from school for nedical reasons.
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Section 5: This section has two changes to enrol |l nment
requi renents for enployees who are eligible for their
enpl oyer’ s health insurance plans but have previously

chosen to not enroll in that plan. The first change
all ows a person who was covered by Medicaid or simlar
plan and |oses eligibility for that plan, to enroll in
their enployer’s health insurance plan. The second
change allows a person to enroll in their enployer’s

heal th insurance plan if they becone eligible for
assistance to help pay for their enployer’s health
i nsurance plan from Medicaid or a simlar plan.

Section 6: This section incorporates requirenents in 42
U S. C 300gg-5to apply to state | aw. The federal
requirenents are that a health care insurer may not

pl ace restrictions on nental health and substance use
coverage in an insurance plan that are not placed on

t he general nedi cal coverage of that plan.

Section 7: This section provides an effective date for
section 1 of the bill.

Section 8: This section provides an effective date for
sections 4 and 6 of the bill.

9:59:48 AM

Co- Chair Hawker inquired why Representative Hol mes chose to
sponsor this |egislation. Representative Holnes reported
that Linda Hall, the Director of the D vision of |nsurance

in the Departnment of Conmerce, Conmunity and Economc
Devel opnent, requested the bill.

Representative Kelly voiced concern about the [|ack of

doctors who will see Medicare patients. He pointed out that
the Division of Insurance will now be required to expand
servi ces. He was concerned about senior medical coverage
under a “leveling” program

10: 04: 13 AM

Co- Chair Hawker shared those concerns. He requested nore

i nformati on.

LI NDA HALL, DI RECTOR, DI VISION OF | NSURANCE, DEPARTMENT OF
COMVERCE, COVMUNI TY AND ECONOM C DEVELOPMENT, observed that

all items in the bill, with the exception of the dental
definition, are federal nmandates that w Il be adopted and
enforced on a federal level. The request is to incorporate
theminto Al aska |aw for enforcenment reasons and to prevent
conflicts, particularly in the nmental health area. The
federal laws wll preenpt state laws and wll present
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conflicts. She enphasized that the federal nmandates are
geared to | arger enpl oyees and, if coverage is offered, then
it wll be on parity with the other health plan.

10: 06: 58 AM

Representative Kelly did not want the seniors to buy their
insurance in the sanme category with drug abusers and nental
heal th patients. He maintained that the bill is not going
to help seniors obtain health insurance. He called it
di scrim nation.

Co-Chair Hawker concurred that it was an unfunded federa
mandate. He asked if the D vision of |Insurance supports the
bill.

Ms. Hall reported that the Division of I|nsurance supports
the |egislation. Co-Chair Hawker asked if the governor
supports the bill. Ms. Hall replied that the governor
aut hori zed the bill.

Co- Chair Hawker spoke of the problematic issue of holding
the legislature responsible for the outcome of the bill.
Ms. Hall reported that she is looking at the ability to
enforce health insurance provisions.

10: 10: 00 AM

Representative Kelly asked if Ms. Hall requested the bill.
Ms. Hall said she did.

Representative Gara thought M. Hall was in a difficult
posi tion. Ms. Hall said she had Ilistened to previous
di scussions and inplied that she was aware of the situation.

Representative Gara understood Representative Kelly’'s

concer ns. He shared his understanding of the bill. He
thought it was a constituent service bill. He described a
scenario of what would happen if the bill does pass. V5.

Hal | agreed. He thought the bill was needed.
10:12:51 AM

Co-Chair Hawker didn't see that the |egislature had any
choice but to adopt the |egislation.

Representative Fairclough wanted to know the effective date
of the change. M. Hall reported that there were different
effective dates. The genetic information nondiscrimnation
section is effective May 21, 2009; the coverage of dependent
students section is effective Cctober 9, 2009; the specia
enrollment for Medicaid and Denali Kid Care-type prograns
are effective April 1, 2009; and the nmental health parity
section is effective January 1, 2010.
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Representati ve Faircl ough asked when the federal governnent
passed the changes. M. Hall reported on enroll nment dates,

whi ch were recent. Representative Fairclough reported on
another bill which contained a good faith effort for
extensions for inplenmentation. She wondered if that was
included in this bill. Ms. Hall thought it was not.

Representative Fairclough comented that some state m ght
not be neeting in time to address these changes, so she
assuned there was an extension provision.

10: 15: 47 AM

Co- Chair Hawker reported that the sane situation occurred
with the Federal Stinulus Act.

Representative Holnmes summarized that the federal rules
would go into effect, but the Director of Insurance would
have no ability to act in the event that a constituent had a
pr obl em

Representative Fairclough related that the Commttee has had
many conversations about the federal governnent overstepping
into state rights.

10: 17: 03 AM

Representative Kelly asked for information about the
consequences if the legislation is not passed. M. Hall did
not have that information, but thought that the provisions
of the bill would be enforced through the Departnent of
Labor .

Representative Kelly wi shed to know the exact consequences.
Representative Crawford comented that he does not feel
pressured by the federal governnment at all. He thought al
requests were the right thing to do.

Co- Chai r Hawker opened public testinony.

10:19: 45 AM

JEFF JESSEE, CH EF EXECUTI VE OFFI CER, ALASKA MENTAL HEALTH
TRUST AUTHORITY, testified in favor of HB 222. He responded
to Representative Kelly' s concerns. One of the concerns in
the health care system is that insurance conpanies can

dictate the rules. They would rather have the private
sector — governnent — have the primary responsibility for
providing the services. When people can’'t get coverage

through private insurance for nental health and substance
abuse problens, the state governnment ends up paying. The
i dea behind health insurance is to spread the risk across a
group of people for their nedical needs. Currently,
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i nsurance conpani es have decided not to neet certain groups’

needs. He thought the bill was headed in the right
direction.
10:22:17 AM

Representative Kelly asked if M. Jessee was happy with the
Medi care situation in Al aska. M. Jessee related that he
was not. He thought it was inperative to deal with health
care costs. Representative Kelly talked about what has
crippled the Medicare system He commented on the problens
with the social security system

M. Jessee shared sone of Representative Kelly's concern.
He spoke of needing to keep the boat from sinking.
Representative Kelly comented that the problem remains
unsol ved.

10: 25: 37 AM

Co-Chair Stoltze preferred to nove the bill out of Conmttee
unl ess there was nore testinony.

Co- Chair Hawker cl osed public testinony.
10: 26: 38 AM

Co- Chair Hawker pointed out the zero fiscal notes.

Co-Chair Stoltze MOVED to report HB 222 out of Conmttee
wi th individual recomendations and the acconpanying fiscal
notes. There being NO OBJECTION, it was so ordered.

HB 222 was REPORTED out of Commttee with a "do pass”
recomrendation and with two new zero fiscal notes by the
Department of Health and Social Services, and fiscal note #1
by the Departnment of Commerce, Community and Economc
Devel opnent .

#
ADJ OURNVENT

The neeting was adjourned at 10:27 AM
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