SENATE FI NANCE COWM TTEE
April 8, 2009
4:35 p. m

4:35:39 PM

CALL TO ORDER

Co- Chair Stednan called the Senate Finance Committee
nmeeting to order at 4:35 p.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Johnny Ellis

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Senator Gene Therriault; Representative Bill Thomas; D ane
Bar r ans, Executi ve Director, Post secondary Educati on
Comm ssi on, Departnent of Education and Early Devel opnent;
Jerry Burnett, Deputy Conmmi ssioner, D vision of Treasury,
Depart ment of Revenue; Tom Qberneyer, Staff, Senator Bettye
Davis; Senator Bettye Davis; Linda Hall, Director, Division
of | nsur ance, Departnment of  Commerce, Community and
Econom c Devel opnent; Mles Baker, Staff, Senate Finance
Conmittee.

PRESENT VI A TELECONFERENCE

Lee Donner, Managing Director, First Southwest Conpany,
Consul t ant, St udent Loan  Corporation, Depart ment of
Education and Early Developnent; Dr. Jeanie Anderson,
Katmai Oncol ogy; Shiela Tallman, Prenera Blue Cross/Blue
Shield of Alaska; Hanna Smith, Self, Fairbanks; Dr. Mary
Stewart, Medi cal Oncol ogi st Denal i Oncol ogy G oup,
Anchor age; Emly Nenon, Al aska  Gover nnent Director,
American Cancer Society; Dr. Lathasubarian; Pat Luby,
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Advocacy Director, Alaska Association of Retired Persons
(AARP), Anchor age.

SUMVARY

SB 10 "An Act requiring health care insurers to provide
i nsurance coverage for nedical care received by a
patient during certain approved clinical trials
desi gned to t est and i nprove preventi on,
di agnosis, treatnment, or palliation of cancer;
directing the Departnment of Health and Social
Services to provide Medicaid services to persons
who participate in those clinical trials;
relating to experinental procedures under a state
pl an of fered by t he Conpr ehensi ve Heal t h
| nsurance Associ ati on; and providing for an
effective date."

SB10 was HEARD and HELD in Committee for further
consi derati on.

SB 75 "An  Act making and anending appropriations,
including capital appropriations, supplenenta
appropriations, and appropriations to capitalize
funds; and providing for an effective date.”

SB 75 was HEARD and HELD in Conmittee for further
consi derati on.

CS HB 172(FIN)
"An  Act relating to an investnent 1in the
education loan fund; relating to authority for
the comm ssioner of revenue to enter into a bond
purchase agreenent and letter of credit with the
Al aska Student Loan Corporation; and providing
for an effective date."

CS HB 172(FIN) was HEARD and HELD in Committee
for further consideration.

#hb172
HOUSE BI LL NO. 172

"An Act relating to an investnent in the education
loan fund; relating to authority for the comm ssioner
of revenue to enter into a bond purchase agreenent and
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letter of credit wth the Alaska Student Loan
Corporation; and providing for an effective date.”

4:36:36 PM

DI ANE BARRANS, EXECUTIVE DI RECTOR, POSTSECONDARY EDUCATI ON
COWM SSI ON, DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT,
explained that the legislation allows the Al aska Student
Loan Corporation (ASLC) to partner with the Departnent of
Revenue to provide interim financing for the purpose of
originating student l|loans. As a result of the continuing
di sruption of the capital markets, ASLC has been unable to
i ssue student |oan backed bonds to finance new student
loans. Internal liquidity was used to finance $95 nillion
in new originated |loans for 2008 - 2009, but these funds
will be exhausted by the 2009-2010 |oan year. House Bill
172 allows the comm ssioner of the Departnent of Revenue to
invest directly in student loans with an investnent cap of
$100 mllion. The ASLC would have to repay the obligation
in no nore than five years.

Ms. Barrans said that this legislation would al so authorize
the comm ssioner to provide a liquidity facility or letter
of credit. Under current market conditions, the cost to
acquire a letter of credit or liquidity facility in order
to issue variable rate bonds is so high that ASLC woul d be
unabl e to nake student |oans avail able on an econom c basis
under existing statute. The liquidity facility or letter of
credit would act as a standby bond purchase agreenent that
woul d allow ASLC to issue bonds that would be attractive to
i nvestors.

4:40: 42 PM

Ms. Barrans noted that the departnent has suspended
applications for the 2009-2010 academic year. The
suspension will continue until the loan financing situation
i s resol ved.

JERRY BURNETT, DEPUTY COW SSIONER, DIVISION OF TREASURY,
DEPARTMENT OF REVENUE, explained that the Al aska Student
Loan Corporation had cone to the departnent over a year ago
for assistance in securing funding and liquidity for the
| oan program M. Burnett furthered that discussions ensued
with the Ofice of Mnagenent and Budget and all options
were carefully considered. A direct appropriation from the
General Fund, specifically the GeFONSI pool (General Fund
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and OQther Non-segregated Investnments) up to $100 mllion
was concluded to be the workable solution. He elaborated
that the plan would use GeFONSI funds to directly invest in
the Corporation’s loan fund and create a liquidity facility
to back the loans. The GeFONSI pool has a current bal ance

of $7.2 billion and in the last 14 years has never dropped
bel ow $600 nmillion. The departnent is confident the pool
could support the $206 mllion provided for in the
legislation as illiquid investnents. He stated that the
departnment would charge the corporation interest at narket
rates on the loan, and still earn the 15 basis point fee on

the credit facility, which would allow it to continue to
invest in other securities.

4:43: 26 PM

Co-Chair Stedman asked if Power Cost Equalization (PCE)
funds were included in the GeFONSI fund. M. Burnett
replied that the PCE endowrent is not in the fund, however
sonme PCE funds are in the baseline group

Co-Chair Stedman asked for «clarification regarding the
baseline group. M. Burnett responded that the baseline
group contains funds that retain a relatively stable
bal ance over time, such as the Ol & Hazardous Substance

Response  Account. The GeFONSI fund al so cont ai ns
approximately 100 other funds, including the general fund,
the statutory budget reserve and the «capital incone
account .

Co- Chair Stedman requested additional backup and detailed
i nformation regardi ng the conmposition of the GeFONSI Fund.

M. Burnett replied that he would obtain and distribute the
information. He added that GeFONSI is currently conprised
of $2.4 billion unrestricted general funds and $4.8 billion
of other encunbered funds. He enphasized that GeFONSI is a
pool ed investnent fund. Co-Chair Stedman inquired if the
$2.4 billion fund contained the Constitutional Budget
Reserve (CBR) and the Statutory Budget Reserve (SBR). M.
Burnett replied that only the SBR is included in the $4.8

billion pool of other funds. Co-Chair Stednan renarked that
the commttee has concerns regarding liquidity of the
f unds.

4:46: 29 PM
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Co-Chair Hoffman asked what the returns on the funds
anounted to over the last year. M. Burnett replied that he
did not have that information with him but would nmake it
avai lable to the commttee. Co-Chair Hoffrman requested that
M. Burnett estimate the amount. M. Burnett reported that
the returns were positive; nostly short term fixed incone
i nvest ments.

Co-Chair Stedman reiterated his questions regarding PCE
funds. M. Burnett clarified that PCE was renoved from
GeFONSI and a separate PCE endownrent was created in 2005.

4:47:36 PM

Co- Chai r Hof fman  asked for details concerning the
gui delines and schedule ASLC has to repay the |oan funds.
M. Burnett replied that the details of repaynent had not
been negotiated. The funds will be backed by student | oans
and the intent is to have the corporation refinance the
| oans as soon as capital markets all ow

Co-Chair Hoffman noted the breakdown of student |oans; 60
percent in state and 40 percent out of state. He asked if
the sane ratio is expected if the plan is approved. M.
Barrans remarked that she did not expect the conposition of
borrowers or borrowing behavior to change due to the
fundi ng source. She suggested that there may be an increase
in the percentage of |oans for attendance in Al aska
primarily due to the inpact the current econom c crisis has
on famlies.

Co-Chair Hoffman asked if a preference were given to
students who remain in Alaska. M. Barrans reported that
there is no preference to students to access the |oans but
a preferred interest rate of one-half percent is granted to
students who return to or attend in Al aska.

4:50: 26 PM

Co- Chair Stednan wondered what the nunber of student | oans
is anticipated to be issued by next June. M. Barrans
estimated 12,000 loans would be issued at a total |oan
volume of $85 - $95 million. Co-Chair Stedman asked if $100
mllion will be sufficient. M. Barrans expounded that the
corporation believes this approach is significant enough to
avoi d another appropriation request next year. She stated
that if the market disruption continues and the corporation
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coul d not successfully issue bonds in the interimthat this

proposal, allowing for the internal receipt of funds,
potentially provides enough funds through the 2010-2011
cycle. She believes ASLC will be able to issue debt wthin

the next six nonths via variable rate demand bonds.

Co-Chair Stednan cited the Departnment of Revenue's fiscal
note (DOR 4) analysis and asked for an explanation of what

fiduciary duties apply and how that will earn a return to
the state. M. Burnett explained that the bill requires
that the bridge loan to the corporation be backed by
student |oans. Therefore, the department will enter into a

contractual agreenent with ASLC that states the terns of
repaynent of the principle with interest. The loan to the
corporation will be over collateralized with respect to the
default rate on student loans and an origination fee wll
be charged.

Co-Chair Stedman asked how internal policies and procedures
will be addressed. M. Burnett stated that new policies
will be <created to be consistent wth the fiduciary
requirenments of the legislation. He explained that current
policies would not allow for the investnment concentration
in one asset [student |oans] that the bill establishes.

4:53:52 PM

Co-Chair Stedman requested the schedule of outstanding
student | oans. Ms. Barrans replied that as of Decenber 31,
2007 the balance of outstanding alternative student |oans
was $561 million with $81 mllion of student loans in
default. She explained that she could provide a report
containing additional characteristic information and a
summary of the status of the outstandi ng student | oans.

Co-Chair Hoffman requested the information include a
breakdown between in-state and out-of-state students. Co-
Chair Hoffnman asked what other states provide state |oans
that allow students to attend out-of-state institutions.
Ms. Barrans replied that all other state’s alternative |oan
prograns allow portability. Co-Chair Hoffnman wondered if
they were simlar to the ASLC program M. Barrans stated
that they are all simlar in many respects. She exenplified
New York State’'s loan program that contains a fund to
guarantee those |oans against default as an exanple that
while sone elenents of other states prograns mght be
different they all allow portability.
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4:57:54 PM

Co-Chair Stednan cited the April 7th letter from ASLC (Copy
on File) to the commttee. He asked for clarification of
the information submtted to the commttee specifically to
the requested sum of $100 million for approximtely 12,000
| oans and what anount will be issued within the next year.
Ms. Barrans replied that it would be over a period of one
to two years depending on |oan volunme. She guessed that the

volume wll drop slightly due to the tightened credit
standards being inplenented. She expected the anount to
total close to $85 mllion next year. Co-Chair Steadman

requested the discussion focus on the issues as they relate
to a one year period.

Co-Chair Stedman asked M. Burnett to explain if the
econonmic crisis credit seize up as it relates to the Al aska
housing issue earlier this year causes exposure for the
state and if it still has an effect on current credit
conditions. M. Burnett responded that except for the
period of |ast Septenber through Decenber there has not
been a serious liquidity issue that cannot be net by
existing credit providers such as Al aska Housing Finance
Corporation. He stated that DOR is not considered a credit
provi der.

Co-Chair Stedman queried the corporation for other ideas,
solutions, and options rather than soliciting for state
f unds.

4:59:59 PM

Ms. Barrans answered that the corporation along with their
financial advisor had studied solutions other states
enployed to solve this problem She said that each case
required sonme financial support from their state. She
reiterated that the dilemma is that the capital nmarkets the
st udent loan entities wuld be accessing, wi t hout
dependence on their state are no longer available at an
af fordable cost. The other option discussed was for the
state to finance the program with a direct appropriation
fromthe general fund for a period of tine. The option was
rejected because the ASLC program was initially created to
avoi d dependence on the use of state general funds and the
variability of those funds from one year to the next. M.
Bar r ans stressed t hat this mar ket di sruption IS
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unprecedented. Co-Chair Stedman surnised that there are not
a lot of alternative solutions avail abl e.

Senat or Huggins asked for the interest rates on in-state
and out-of-state loans. M. Barrans answered that the
interest rates are 6.8 percent for in-state and 7.3 percent
for out-of-state alternative |oans. She added that the
| oans offered through the federally guaranteed Stafford
| oan program present the lowest risks to the corporation
and can be offered at interest rates of 6 percent or bel ow

Senat or Huggi ns asked what the interest rates will be in
2010-2011. Ms. Barrans expected rates to remain in the sane
range. She said there was a statutory cap of 8.25 percent.

5:04: 08 PM

Co- Chair Hoffman requested the anpbunt that the corporation
was able to sell the bonds for and at what interest rates
over the previous five years. Ms. Barrans replied she would
provi de the information.

Co-Chair Stedman asked if this bill was the only option
avai l abl e to fund hi gher education in Al aska.

LEE DONNER, MANAG NG DI RECTOR, FIRST SOUTHWEST COVPANY,
CONSULTANT, STUDENT LOAN  CORPORATI ON, DEPARTMENT  OF
EDUCATION AND EARLY DEVELOPMENT (via teleconference),
explained that the provisions of the legislation is to
provide interim financing and a stand-by bond purchase
agreenent or letter of credit. He stated that if this
strategy works the corporation should be able to access
capital markets and raise capital in the open markets,
within the next six nonths to finance the FFELP (Federa

Fam |y Education Loan Program) and fixed rate alternative
| oans. The conbi ned financing of both types of |oans would
allow the corporation to repay the interim financing. He
agreed with Ms. Barrans that other states options to the
loan crisis all involved direct intervention, al bei t
different approaches. OQher plans vary in costs to the
state ranging from direct appropriation, to risk of general
obligation coverage on the debt, to plans simlar to
Alaska’s with the little associated risk. He exenplified
the state of Texas direct involvenent to grant the state’'s
general obligation to the bondholders. The debt becones a
general obligation of the state of Texas. |In contrast,
Alaska’s plan has no cost to the state, if +the bond
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purchase agreement or letter of credit is adequately rated
as anticipated, and has the potential of generating
revenue. He noted that in the event that the state has to
purchase the bonds there is an applicable interest rate
that the bonds bear to the state during the length of tinme
the state owns the bonds.

5:08:51 PM

Co-Chair Stedman referred to the historic balance of the
GeFONSI account indicated on the graph provided in the DOR
handout (copy on file) and asked what the m ninmum bal ance
was since 1996. M. Burnett replied that the m ninum
bal ance was $600 million. Co-Chair Stednman asked when the
$100 mllion tied up as liquidity would be a risk to the
state especially if there are repeated requests for
addi tional appropriations. M. Burnett stated that he was
confortable with an anmount well below $600 mllion. Co-
Chair Stedman recapped that the departnent is confortable
with the $100 mllion request but repeated appropriations
are not advisable. M. Burnett agreed that this anount
woul d cause concern after two years.

Ms. Barrans rem nded the comittee that $100 million is a
maxi mum cap, not per annum request. She explained that the
$100 million could be expended over a period of nore than

one year. She added that the corporation does not expect to
request additional funds.

5:11: 52 PM

Co-Chair Hoffman asked if the econony continues to falter
woul d the departnent return to the l|egislature and request
addi tional |oan guarantees. M. Burnett replied that if the
mar kets continue to fail over a two year period the student
loan corporation wll need to consider nore extrene
nmeasures such as ternmination of the program He enphasized
that the state could not continue to |oan under those
ci rcunst ances.

CSHB 172(FIN) was HEARD and HELD in Conmittee for further
consi derati on.

5:14: 00 PM AT EASE
5:17: 14 PM RECONVENED
#sb10
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SENATE BILL NO. 10

"An Act requiring health care insurers to provide
i nsurance coverage for nedical care received by a
patient during certain approved clinical trials
designed to test and inprove prevention, diagnosis,
treatment, or palliation of cancer; directing the
Department of Health and Social Services to provide
Medi caid services to persons who participate in those
clinical trials; relating to experinental procedures
under a state plan offered by the Conprehensive Health
| nsurance Association; and providing for an effective
date."

5:17:24 PM

TOM  OBERMEYER, STAFF, SENATOR BETTYE DAVI S, SPONSOR
explained that the legislation requires health insurance
providers in Al aska cover the costs of routine care,
incurred to a patient participating in an approved clinical
trial relating to cancer. He expounded that the insurer is
required to provide coverage only if the patients physician
determines there are no superior existing treatnents
avai lable and the pre-clinical data shows a reasonable
expectation that the clinical (investigative) treatnent is
as efficacious as conventional therapy. M. Cberneyer then
read fromthe Sponsor Statenent (Copy on File):

Clinical trials are research studies that test how
wel | new nedical approaches work in patients. Each
study answers scientific questions and tries to find
better ways to prevent, screen for, diagnhose, or treat

di sease. Patients who take part in cancer clinical
trials have an opportunity to contribute to the
knowl edge of, and progress agai nst cancer. They al so

receive state-of-the art treatnment from experts in the
field. The National Cancer Institute, as part of the
U S National Institutes of Health, reports 6,000
cancer trials in the United States any one tine. They
include trials in prevention, screening, diagnosis,
treatment, quality-of-life, and genetic studies.

CSSB 10 removes i nport ant barriers to t he
participation of patients in cancer clinical trials in
Al aska. It requires that applicable health care

pl ans, including Medicaid, cover routine patient care
costs for patients enrolled in all phases of clinica
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trials, including prevention, detection, treatnent,
and palliation (supportive care) of cancer. Currently
Al aska health plans may exclude coverage for routine
patient-care costs while a patient with cancer is
enrolled in a clinical trial. Providers of health care
pl ans often conclude that noney is saved by excluding
care while patients participate in clinical trials.

But these patients, iif not enrolled in clinica
trials, will continue to receive conventional therapy
at roughly the sane or slightly increased costs in the
short-run.

Over 2600 Alaskans are diagnosed wth cancer each

year. In FY 2007 an estimted 4,600 patients received
cancer treatnents through Al aska’s Medicaid program at
a cost of $21.5 mllion. The average paynment per

beneficiary was about $4,675. The federal governnent
rei nburses the state at about 50% of the total costs.
Wthout in-state facilities and support of clinical
trials participants in Alaska currently have to trave

out of state, increasing the cost of non-energency
transportation which is about 3% of total Medicaid
cost s.

Studi es have shown that only 2% to 3% of adult cancer
patients and |less than 0.5% Medicare patients enrol
in clinical trials of the approximtely 20% who are
eligible -largely due to fear of denial of insurance.
A recent study found only slight increase in treatnent
costs for adult clinical trial patients conpared to
nonpartici pants, $35,418 versus $33,248 or about 6.5%
increase in costs for «clinical trial participants

conpared to nonparticipants. Even if enrollnment was
increased to the full 20% it is unlikely that these
nunbers wll significantly inpact overall costs to
heal th pl ans. See National Conference of State

Legislatures, “Clinical Trials: What are States Doing?
February, 2009 Update:”
wwwv. ncsl . org/ prograns/ health/clinicaltrials.htm

Twenty-three or nore states have passed |egislation or
instituted special agreenents requiring health plans
to pay the cost of routine nedical care patients
receive while participating in clinical trials.
Passage of CSSB 10 wll result in nore successful
outcones in cancer treatnents in Alaska, increase
retention of patients in Alaska for their cancer care,
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and also, after full inplementation, result in cost
savings in the short and long term

A description of “The Access to Cancer Cinical Trials
Act of 2009” H. R 716, 111'" Congress 2009-2010, (Rep
Sue Myrick) per “The HilIl’'s Congress Blog” January 30,
2009 suns up to a large extent what CSSB 10 is
attenpting to do:

Clinical trials are so critical for patients and
or nedical research, yet many patients find that
their health insurance won't cover the rest of
their routine cancer treatnent if they decide to

enroll in <clinical trials. We’'re not asking
i nsurance conpanies to pay for clinical trials.
This Dbill sinply states that insurers nust
continue to pay for routine treatnents — that
they woul d be paying for regardless —if patients
enroll in a clinical trial

No patient should ever have to fear exploring all
t r eat ment options at the cost of | osi ng
coverage. W should be encouraging participation
in clinical trials, not discouraging it by
removi ng coverage for routine care. Wre it not
for patients who have enrolled in past trials,
the nedial advancenents we’ ve experienced toward
finding a cure for cancer would not be possible.

5:23:29 PM

M. Ooberneyer noted that there are two zero fiscal notes;
Departnent of Conmerce, Community and Econom c Devel opnent
and Departnent of Health and Soci al Servi ces.

Senator O son wondered who besides a university is carrying
out these clinical trials. M. Cberneyer stated he was not
able to answer. He offered that the trials nust be approved
by agencies like the National Institute of Health or the
Department of Defense and are held to defined standards.

Senator O son asked why an insurer would refuse to cover
costs if the clinical trials are funded by a university.
M. Cberneyer clarified that the clinical trial costs are
paid for by the research entity conducting the trial. He
stated that this legislation would ensure that associated
nmedi cal costs to the patient are covered. An exanple would
be a follow up visit with the patient’s own oncol ogi st.
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Senator Thomas asked if the bill provides coverage for al
stages of the «clinical trial. M. Oberneyer affirned.
Senat or Thomas noted that the bill does not require the
insurer to pay for charges that would not be covered if no
i nsurance existed or otherw se rei nbursabl e charges.

5:25:55 PM

Co-Chair Hoffman stated that he provides health care
coverage for his enployees in his personal business. He
addressed concern about the rising costs of premuns. He

cited a letter from Prenera (copy on file) dated April 7th
that states concerns that the legislation would force a
prem um increase for smal | gr oup and i ndi vi dua

policyhol ders. He asked about keeping the premum costs
down for providers.

M. Ooerneyer responded that overall cost may not be that
great. He related that presently cancer patients needing
treatment are getting their routine treatnents covered by
their insurance provider. Insurers mght realize a cost
savings by allowing patients participation in trials.
Routine follow up care is required regardl ess of whether a
patient participates in a trial or not. He sunm zed that SB

10 requires that routine follow up care charges wll be
covered if a patient chooses to participate in a clinica
trial and the trial will not be considered experinental by

the insurer. He felt passage of the legislation was in the
best interest of the patient and advancenent of medi cine.

5:29:38 PM

SENATOR BETTYE DAVIS, responded to Co-Chair Hoffman's
guestion. She affirmed that she had been contacted by
Premera stating their concerns that not all phases of a
clinical trial be covered [phases 1 and 4]. She enphasized
that based on doctor’s testinony in the Senate Health
Social Services commttee from around the state they
determined that all phases are inportant and that their
costs are being overstated by insurers. She qualified that
Premera did not enter into a constructive dialogue with her
office regarding the legislation except to recommend the
excl usion of those two phases.

Co-Chair Stedman asked if the legislation has an inpact on
state enployees. Senator Davis answered that it has no
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impact on state enployee plans. She explained that when
state enployee plans cone up for review in July they may
opt in to new prograns.

Co-Chair Hoffman cited the Prenmera letter of April 7N
2009. He reported that Prenera s concerns are for treatnent
ef fi cacy and patient safety.

M. Ooberneyer spoke to the concerns raised in the Prenera

letter dated April 7'", for mandatory coverage for phases
one and four. He pointed out that in phase one trials are
offered to a very |imted nunber of participants. The

nmedi cations admnistered are done typically to determ ne
safe dosage levels. Many of the drugs admnistered are
approved by the FDA. He stated that phase four trials
generally involve follow up paid for by the pharmaceutica
firme to determne the efficacy of the treatnment. He
concluded that given the small nunber of participants any
added expense to insurers would be mnimal. He rem nded the
commttee that oncologists advised extending insurance
coverage to all phases of the trial. They agreed it would
be in the best interest of the patient and based on their
experience additional cost is m ninal

5:33:31 PM

Co-Chair Stedman referred to page 2, line 29 and asked for
clarification. He wondered if this alluded to experinenta
treatments received in phase one trials. M. Cberneyer
pointed out that the section, starting on line 27,
descri bes exclusions to the bill. Co-Chair Stedman stated
that he was under the inpression that all phase one trials
are experi nental

M. Cberneyer reiterated that nmany drugs used in phase one
trials already have FDA approval. He exenplified that in
one trial an approved drug for colon cancer was
adm nistered to a brain cancer patient wth positive
results.

Senator dson asked if stem cell research is included in
this bill.

5:35:57 PM

M. QOoberneyer believed it was not.
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Senator Huggins cited a letter from the NFIB dated January
20" (copy on file) that the legislation excludes state
enpl oyee plans. He opined that if it excludes governnment
plans it does not provide a level playing field. Senator
Davis asserted that the bill wll require Mdicaid to
provide coverage but does not nmandate the state to
participate. She reasoned that the state mght opt in
because it is in the best interest of the enployees.

5:38:25 PM

DR. JEANI E ANDERSON, KATMAI ONCOLOGY (via teleconference),
testified in support of the legislation. She clarified an
earlier discussion regarding clinical trial settings. She
said that nmost of the clinical trials in Al aska are also
open to participants throughout the country in university
and comunity institutions. Al of these institutions
require that the routine nmedical costs are covered by the
patient’s insurer. This is care the patient would receive
regardl ess of whether one is a participant in a study or
not .

Dr. Anderson noted that Medicare has included coverage for
clinical trial participation since 2000. She countered the
concerns raised by Blue Cross/Blue Shield by asserting that
patient safety and efficacy of treatnent is naximzed by
patient participation 1in clinical trials wthout any
significant cost increase. The nedical comunity benefits
by maxi m zing cancer treatnment know edge wi t hout i ncreasing
costs. She included details in previous witten testinony.
[ Testinony on SB 280, from 4/3/08 was provided to the
commttee by Senator Davis (copy in file).]

5:41:48 PM

SH ELA TALLMAN, PREMERA BLUE CROSS/ BLUE SHI ELD OF ALASKA
(via teleconference), testified 1in opposition to the
| egi slation. She referenced the letter of April 7, 2009 to
the conmttee and reiterated Prenera’ s concerns mandating
phases one and four of <clinical trials. She considered
phase one trials experinental and questioned whether all
policy holders should be funding basic devel opnent of these
drugs, devices and procedures for the manufacturer. Patient
safety nust also be considered. In phase four trials,
Premera would cover nedically necessary treatnment only if
exi sting nedical treatments are not determined nore
effective. She surm sed that nmandates can increase the cost
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of health insurance. Specific costs will be difficult to
project in this instance.

5:45:29 PM

HANNA SM TH, CANCER RESEARCH REG STERED NURSE, FAI RBANKS
(via teleconference) testified in support of t he
| egi sl ati on. She recounted an experience wth her
hospital’s participation in a clinical trial deened
benefi ci al for a patient. She asserted that t he
adm nistrative costs incurred to appeal the patient’s four
previous denials by the insurer was the only related cost
increase. It cost the insurer substantially less to cover
the patient as part of the trial.

5:49: 05 PM

DR MARY STEWART, MEDI CAL ONCOLOGQ ST, PRESIDENT, DENAL

ONCOLOGY GROUP, ANCHORAGE (via teleconference), spoke in
support of SB 10. She echoed the inportance and benefits of
phase one and four clinical trials, especially the
know edge gai ned by the nedical oncology comunity for new
and nore effective beneficial cancer treatnents. She
enphasi zed that trials do not cost nore.

5:51:45 PM

EM LY NENON, ALASKA GOVERNMENT RELATI ONS DI RECTOR, AMERI CAN
CANCER SOCI ETY CANCER ACTI ON NETWORK (via tel econference),

stated support for the legislation. Ms Nenon cited a paper,

submtted by The Anerican Cancer Society (ACS) (copy on
file). The paper conpiled results that determ ne costs
associated wth routine cancer care provided in a clinica

study are conparable to the costs of standard care. She
enphasi zed the inportance of covering all phases of the
trial treatnent. She believed the |egislation would protect
patients while nmintaining access to insurance and quality
care.

5:57: 01 PM AT EASE
5:57:11 PM RECONVENED

DR LATHASUBARI AN, MEDI CAL ONCOLOG ST, ANCHORAGE, SELF (via
tel econference), testified in support of SB 10. She
enphasi zed that insurers have been a barrier to patient’s
participation in clinical trials. She asserted the
necessity of clinical trials in cancer research as the only
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way to develop new lifesaving or life extending therapies.
She concluded that the nedical and societal benefits of the
research and care advancenents discovered in clinica
trials are i measurabl e.

6: 01: 24 PM

PAT LUBY, ADVOCACY DI RECTOR, ALASKA ASSOCI ATI ON OF RETI RED
PERSONS (AARP), ANCHORAGE (via teleconference), testified
in support of SB 10. M. Luby pointed out that if patients
pay health insurance prem uns they should have the right to
the coverage paid for that includes routine cancer care.

6: 02: 53 PM

LI NDA HALL, DI RECTOR, DI VISION OF | NSURANCE, DEPARTMENT OF
COVMERCE, COWUNITY AND ECONOM C  DEVELOPMENT, spoke
specifically to the issue of mandated progranms and the
costs associated with nmandates. Ms. Hall stated she did not
know what the cost of the program would be for health care
insurers. She noted with regards to the zero fiscal note
for the Division of Insurance (FN 2) that it is only a
reflection of their adm nistrative costs. She suggested the
commttee analyze the benefit of the nandate and segnent of
the popul ation being served in relation to any increase in
prem um costs. M. Hall referred to a pie chart, “Health
Coverage of Alaska’ s Population” (copy on file) and noted
the 32% wunregulated segnent. She reiterated that this
| egislation would only inpact the individual and smal
group rate payers reflected nostly in this group. The snal
group segnent consists of small private sector enployers
who are likely to drop enpl oyee health coverage as prem um
costs rise. She concluded by suggesting the conmttee
exam ne the broader picture of who the mandate benefits and
what segnent of the popul ati on bears the cost.

6: 07:57 PM

Senator Ellis queried about the logic of a cancer victim
requesting participation in a clinical trial but being
denied paynment for routine treatnments by the insurance
conpany even if it is cost effective to the insurer.

Ms. Hall conjectured that there may have been costs beyond
the routine care being offered. She contended that she can
not expl ain insurance conpany logic. Senator Ellis restated
his earlier point and alleged that the insurer was acting
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unethically. M. Hall stated that different insurance
conpani es have different coverage forns particularly for
individuals and small groups that potentially contain
adverse selection. She pointed out that Al aska s statutes
provide for oversight and review |If a procedure or trial
is not covered, it has a specific exclusion and contractua
provi si on known in advance.

6:11: 56 PM

Senator Ellis argued that he would have been reluctant to
support the legislation if it nmandated coverage for
experinmental procedures with extravagant associated costs.
He enphasized that the bill requires coverage for routine

care that the patient is entitled to and has paid for in
their premiuns and that the insurer’s paynent denials are
i ndef ensi bl e.

Senator Huggins referred to the January 20'" letter stating
that the legislation is a mandate to small business and not
to prograns provided by the state. He asked Ms. Hall if
this was accurate. M. Hall affirned. Senat or Huggi ns
wondered why the legislation is not a mandate to all state
plans. M. Hall responded that the state plan is not
considered insurance and is not regulated by the Division
of Insurance. She explained that the mandate in the
legislation is specific to Title 21 oversight, which has no
regul atory authority over the various state plans. She
pointed out that the legislature and or collective
bargaining units could choose to include coverage of the
mandate in the select benefits section of the state’'s
pl ans.

6: 14: 46 PM

Senator O son referred to cancer treatnment and the three
common treatnments: chenotherapy, surgical, and radiation.
He asked if the plan covers all three.

Senator Davis replied that she did not know the answer.
She shared that the ©bill has <circulated through the
| egislature for three years. She felt that participation in
these programs is very inportant and lifesaving. She felt

that the bill has been thoroughly vetted from the health
and insurers’ standpoint and determned cost is mniml to
the insurer. She asked for the Commttee’ s consideration

of SB 10 in a tinely manner.
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SB 10 was HEARD and HELD in Conmmittee for further
consi derati on.

6: 19: 37 PM AT EASE
6: 27: 43 PM RECONVENED
#sb75

SENATE BILL NO. 75

"An Act making and anmendi ng appropriations, including
capital appropriations, supplenental appropriations,
and appropriations to capitalize funds; and providing
for an effective date."

6: 27: 55 PM

Senator Hoffman MOVED to ADOPT Wrk Draft 26-GS1003\C,
Kane, 4/8/09. There being NO OBJECTION, it was so ordered.

M LES BAKER, STAFF, SENATE FINANCE COW TTEE, expl ained
that the appropriations in version C, CSSB 75(FIN) are
depicted in the summary handouts “2009 Capital Budget
Agency Summary, Senate Structure” and “Capital Budget
Statew de Totals, Senate Structure” (copies on file). He
explained that the various columms correspond to the
sections noted in the CS.

6: 33:22 PM

M. Baker called attention to the Funds Transfer section on
page 62, Section 14, subsections (a) through (e). He called
attention to subsection (a) the transfer of incone fromthe
Anmerada Hess earnings to the capital income fund estimated
at $21 mllion. He also pointed out that Section 17, page
64, contains the legislative re-appropriations based on
| apsi ng or unexpended unobligated prior year appropriations
based on consultations with each individual nenber broken
out by House district.

M. Baker cited Section 37, page 75 the re-appropriation of

| egi sl atures | apsi ng operating appropriations from
Legi sl ative Counci |, Legi sl ative Budget and Audi t
Conmttee, and legislative operating appropriations. He
summari zed that nost of the re-appropriated noney wll be

spent on capital inprovenents in the Capitol Building and
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noted that $300,000 is re-appropriated to Legislative
Council to devel op a statew de energy plan.

6: 36: 03 PM

M. Baker noted that Section 39, page 76, delineates the
appropriations of the federal Coastal |Inpact Assistant
Program He explained that these funds are to help mtigate
the inpact of oil and gas devel opnment. The | arger boroughs
in the state receive 35 percent of the funds directly via a
federal designation, Costal Political Subdivisions. This
group is expected to receive approxinmately $29 mllion. The
anount that is passed through the state is estimated to be
$53.6 mllion. The distribution of these funds is detailed
in Section 39.

6: 39: 29 PM

Co-Chair Stedman summarized that the capital bill totals
approximately $1.8 billion, which includes the DOT federa
econom ¢ stimulus funds. He stated that out of the $1.8
billion roughly, $483 nillion are state funds and $1.3
billion are federal funds. This bill produces |ess spending
than the adnmnistration’s original proposal of $513.14
mllion.

Co-Chair Stedman voiced that this capital budget represents
a bal ance between the need to stinulate the econony w thout
consuning the state’ s savings accounts too precipitously.

CSSB 75 was HEARD and HELD in Committee for further
consi derati on.

6:42: 57 PM
#
ADJ QURNVENT

The neeting was adjourned at 6:42 PM
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