SENATE FI NANCE COWM TTEE
March 28, 2011
9:02 a.m

9:02: 21 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 9:02 a.m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny d son

Senat or Joe Thonmas

VEMBERS ABSENT

None

ALSO PRESENT

Senator Hollis French; Andy Mderow, Staff, Senator Hollis
French; John Sherwood, Departnent of Health and Soci al
Services; Denise Daniello, Al aska Conm ssion on Aging; Bob
Doll, Retired Public Enployees of Al aska, Director;

PRESENT VI A TELECONFERENCE

Pat Luby, AARP; Mark Regan, Disability Law Center of
Al aska, Anchor age;

SUMVARY
SB 70 Al aska Heal th Benefit Exchange

SB 70 was HEARD and HELD in commttee for further
consi derati on.

SB 87 Grants for Seniors’ W©Medical Care



SB 87 was HEARD and HELD in committee for further
consi derati on.

SB 102 AK Af f ordabl e Heating Paynment Program
SB 102 was REPORTED out of commttee with a "do
pass” recomendati on and with the acconpanyi ng

zero fiscal note.

9:02: 44 AM

#sb102
SENATE BILL NO. 102

"An Act relating to certain paynments nade under the
Al aska affordabl e heating program™

9:03: 27 AM

Co-Chair Hoffman stated that the legislation anends a bill
passed in the previous session, which conbines the |ow
income heating and energy assistance prograns to form the
Affordable Heating Assistance Program The legislation
woul d allow the departnment to pro-rate the appropriation in
times of | ow paynments.

Co-Chair Stednman stated that public testinony was taken at
a prior hearing, and asked if there were any concerns from
committee nenbers. There were no concerns by nenbers.

9: 04: 03 AM

Co-Chair Hoffman MOVED to report SB 102 out of conmttee
with individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SB 102 was REPCRTED out of comittee with a "do pass"”
recommendati on and with the acconpanying zero fiscal note.
#sb70

SENATE BILL NO. 70

"An  Act establishing the Alaska Health Benefit
Exchange; and providing for an effective date."

9: 05: 06 AM
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SENATOR HOLLIS FRENCH, SPONSOR, explained that SB 70 was
designed to set up a health benefit exchange in Al aska. The
| egislation would create a website that would allow the
115, 000 Al askans who do not have health insurance to make
informed decisions on health insurance when the Affordable
Care Act cones into effect in 2014.

Senator French stated that the Affordable Care Act was
designed to bring an affordable health insurance policy to
the 40 mllion Americans who are w thout health insurance.
He stressed that the intent of the program was to foster
conpetition, and to subsidize the choice of a private
i nsurance policy. He stressed that conpetition anong
I nsurance  conpani es, m ght foster | owner prices in
traditional capitalism He stated that the nodel of the
program would be constructed in Alaska, by Al askans, for
Al askans. He explained that the program would allow
Al askans to go to a website, and analyze a policy that best
neets their needs. Eligible individuals could also apply
for Denali Kid Care and Medicaid through the site. He
acknow edged that the bill was conplicated and |ong, but
stressed that it is essentially a website run by a board

The board woul d have approximtely 30 powers and duties to
i mpl enent .

9:07: 39 AM

Senator Ellis noted his dismay when the admnistration
chose to mss the deadline for application to the federa
governnment for the mllion dollars being offered to states.
He observed that sone governors, who opposed health care
reform took the noney to set wup their own health
exchanges. He maintained that "the last thing Al askans want
is for the federal governnent to inpose a health exchange
on us when we can design our own". He wondered if there
woul d be other ramfications from the mssed deadline in
terms of future nonies. Senator French thought that the
state would mss out on subsequent grants relating to the
health care exchange as a result of having mssed out on
the initial round of grants. He enphasized that other
states that opposed the Affordable Care Act took advantage
of the initial grant.

Senator Ellis reiterated his concern with the |oss of

federal funds and the need to address the possibility of
further | oss of funding.
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9:10: 58 AM

ANDY MODEROW  STAFF, SENATOR HOLLIS FRENCH, provided a
sectional analysis of the |egislation:

e Section 1 provi des i nt ent | anguage for t he
| egi sl ati on. I t hi ghl i ghts t he i mportance of
connecting individuals and snall busi nesses wth

quality health insurance policies, to reduce the
nunber of uninsured Al askans

e Section 2 of the legislation, establishes the Al aska
Heal t h Benefit Exchange:

o0 Section 21.54.200 sets up the health benefit
exchange as a public corporation of the state,
much |i ke the permanent fund corporation.

0o Section 21.51.210 establishes the board, which
will manage the Alaska Health Benefit Exchange.
The board consists of 8 nenbers, with 7 voting
menbers. The Comm ssioner of Health and Soci al

Services, or their designee, wll serve on the
conmittee ex officio, and the Director of the
Division of Insurance wll hold a non-voting
seat .

M. Mderow clarified that the remaining |anguage in
Section 2 sets out disclosure requirenents, procedures in
case of a vacancy, and other technical aspects of the
board. In addition, it authorizes the board to hire an
Executive Director, who <can hire staff to fulfil
obl i gati ons under the |egislation.

M. Moderow outlined the provisions of Section 21.54. 220,
contained in Section 2, which outlines the powers and
duties of the Al aska Health Benefit exchange:

e Subsection (a) (1) outlines the primary duty of the
exchange, which is to facilitate the purchase and sale
of qualified health plans.

* Subsection (a) (2) and (a) (12) establish the Small
Busi ness Health Options Program (SHOP), which is the
smal | business equivalent to individuals connected
t hrough the exchange. Small businesses pool together
to reduce variation in premuns from year to year and
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to connect snall businesses with generous tax benefits
shoul d they decide to provide health insurance.

Subsection (a) (3) provides for a telephone cal
center to assist individuals in case they are not able
to access the internet portal.

Subsection (a) (4) establishes enrollnent periods that
are held annually to facilitate <changing health
i nsurance policies. Enrollnment periods reduce adverse
sel ection, which occur when people with high risk seek
generous benefits at times when they need them and
chose low risk benefits when the risks are reduced

This would allow individuals to nove from one plan to
another while reducing the potential for adverse
sel ecti on.

Subsection (a) (5) provides for the creation of an
internet marketplace to connect individuals wth
heal t h i nsurance cover age.

Subsection (a) (6) provides for certification and
decertification of health plans sold through the
exchange.

Subsection (a) (7) and (a) (8) requires the exchange
to conpare health plans on netrics of quality and
price. He observed that the Senate and Labor Conmerce
reviewed netrics used by other states such as consuner
satisfaction, types of benefits, covered procedures,
deducti ble amounts, and etc... AIl easy ways for
consuners to rmake their decisions.

M. Moderow did not discuss Subsection (a) (9). He went on
to explain that:

Subsection (a) (10) requires the exchange to deternine
eligibility for state or |local nedical assistance
programs, such as Medicaid and Denali KidCare. |If
qgual i fi ed, the exchange will assi st with the
enrol | ment process.

Subsection (a) (11) establishes a tax credit
calculator to help individuals know the cost of health
coverage, after federal assistance is applied. This
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allows individuals to understand their eligible
benefits.

» Subsection (a) (13) requires that the exchange exenpts
Al askans from the requirenent to retain health
insurance if certain criteria is nmet. Individuals can
apply for exenptions if an insurance policy is not
af fordable. He observed that |HS recipients can apply
for an exenption, or they can chose to participate at
a generous no cost sharing provisions if they are
under a certain incone |evel.

* Subsection (a) (14) shar es i nformation about
individuals exenpted from the health insurance
requi renent. Subsecti on (a) (14) (B) shares

information about enpl oyees who aren’t of fered
af f ordabl e heal t h cover age t hr ough enpl oynent .
Subsection (a) (14) (C shares information about
enpl oyees who cease to have enpl oyer coverage due to a
change in enpl oynent.

e Subsection (a) (15) notifies an enployer when an
enpl oyee receives prem um assi stance from the
government, either because the enployer doesn’t offer
a plan, or offers a plan which doesn’t neet m ninum
st andar ds.

e Subsection (a) (16) explicitly states that the
exchange will assi st consumers by det er m ni ng
eligibility for premum tax credits, reduced-cost
sharing, or exenptions fromthe insurance mandate.

e Subsection (a) (17) establishes a framework for
Navi gator Grants. These grants can be pursued by nobst
organi zations or trade groups for the purposes of
hel ping the exchange fulfill its goals. Navigator
duties include enrollnment assistance, i nformation
sharing, and assistance with dispute resolution. He
observed that commercial fishing trade groups are
eligible to be navigators to help individuals find
heal th coverage that neets their needs.

9:17: 07 AM

M. Mderow continued with his presentation of the
sectional anal ysis:
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e Subsection (a) (18) requires the D vision of I|nsurance
to consider the rate of premum growh wthin and
outside the exchange, in an effort to evaluate the
effect and benefit of incorporating |arger enployers
wi thin the SHOP exchange. Currently, enployers with 50
or less enployees are eligible, but the program could
be expanded in the future.

e Subsection (a) (19) asks the Division of Insurance to
develop policy and procedures that mnimze adverse
sel ection, both inside the exchange and between pl ans
sold within and outside the exchange. Nothing changes
the current insurance nmarket place as it exists today.
Plans can still be purchased and sold in small group
markets or individual markets under reform which
makes certain the exchange functions well wthin the
exi sting market place.

e Subsection (a) (20) requires the exchange to provide
credit for any ‘free choice voucher’ that an enployer
provides an enployee for the purpose of covering
prem um costs. These set up a framework where an
empl oyer can offer to pay $100 for an enployee's
health coverage and the enployee can find a plan that
neets their needs through the exchange.

M. Mderow did not discuss Subsection (a) (21) or (a)
(22).

e Subsection (a) (23) outlines accounting requirenents.

e Subsection (a) (24) requires an annual accounting
report to be submtted to federal and state
st akehol ders.

e Subsection (a) (25) allows for cooperation with any
investigation or audit by the Division of Insurance or
Secretary of Health and Human Servi ces.

e Subsection (a) (26) allows a health insurer to offer a
limted dental plan as part of a qualified health
plan, so long as pediatric dental benefits are
i ncl uded.
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e Subsection (a) (27) requires the exchange to apply for
pl anning and establishnent grants for the Exchange,
whi ch addresses the question asked by Senator Ellis.

M. Mderow noted that grants of $1 mllion had been
awarded to 49 other states dollars for planning purposes.
The |anguage in Subsection (a) (27) was retained in the
| egislation in case future openings exist.

e Subsection (a) (28) requests that the Division of
| nsur ance of fer recommendat i ons about pot enti al
interstate conpacts that would permt the sale and
pur chase of health insurance across state |ines.

M. Moderow acknow edged the small pool of individuals to
insure in Alaska. Buying and selling health insurance over
state |ines has been under discussion for a long tine as a
way for the free market to deal with rising premuns and a
means to find |low cost options. Legislation would probably
be required to enact any recommended conpact.

e Subsection (a) (29) requires that the Exchange board
establish a plan of operation, and submt it to the
director of the Division of Insurance for approval.

e Subsection (b) (1), page 9 Iline 30, allows the
exchange to contract out sone of the responsibilities
outlined in the | egislation.

e Subsection (b) (2) allows the exchange to share
information with federal and state agencies, provided
that confidentiality protections consistent with state
and federal |aws are protected.

e Subsection (b) (3) allows the exchange to receive
grants to finance operations, and requires pronpt
di sclosure of any financial <contributions, whether
they are applied for or received to ensure
t ransparency.

e Subsection (c) prohibits certain expenses to Kkeep
costs down for consuners.

e Subsection (d) ensures individuals won't be penalized
if they change <coverage because they are newy
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eligible for that coverage, or if enployer sponsored
coverage becones affordable.

9:21: 23 AM

M . Moderow continued to present the sectional analysis.

He di scussed Section 21.54.230 of the legislation, found in
Section 2 beginning on page 10, line 22, which relates to
health plan certification.

e Subsection (a) outlines requirenents of a qualified
health plan, and the insurers offering such plans.

e Subsection (a) (1) allows flexibility for an insurer
to include or not include adult dental benefits, so
long as one supplenental dental plan is included
wi thin the exchange.

e Subsection (a) (2) requires that premum rates and
pl an | anguage are approved. This minimzes change to
our current market place. The director of the D vision
of Insurance will still review policies to nake sure
they line up with existing state |aw.

e Subsection (a) (3) requires plans to neet certain
quality guidelines in terns of the actuarial value to
a consuner, except in instances where catastrophic
plans are sufficient to protect an individual from
financi al hardshi p.

e Subsection (a) (4) neets cost sharing and deductible
assi stance requirenents that protect consuners.

e Subsection (a) (5) and (a) (6) require that an insurer
in the exchange offer plans that neet certain quality
metrics, and that they charge the sane rates for
simlar policies sold inside and outside in the
tradi tional insurance market place.

e Subsection (a) (7) requires the exchange to determ ne
that making the plan available through the exchange is
in the interest of enployers and individuals.

e Subsection (b) specifies that an exchange cannot
exclude a plan because it is fee-for-service, through
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price controls, or because a plan pays for |ifesaving
treat nents.

e Subsection (c) (1) requires an insurer to justify any
prem um increase prior to inplenenting the prem um
increase. This justification nust be shared with the
public, and the exchange w Il consider these prem um
i ncreases when determ ning whether to certify plans.

e Subsection (c) (2) and (c) (3) requires insurers to
provide the public with fiscal, claim rating, and
enrollment data, in instances when disclosure is
consistent with privacy laws. It requires insurers to
rel ease cost data, including cost sharing paid by the
consuner, for a specific item or service under a
health insurance policy. This enables individuals to
question how a plan would help them historically, or
in the future.

e Subsection (d) makes it <clear that state insurance
laws regarding solvency and Ilicensing are stil
applicable to plans wthin the exchange, and that
insurers are treated equally.

e Subsection (e) relates to dental benefits under the
law, and the flexibility of plans under reformin this
ar ea.

M. Moderow di scussed Section 21.54.240, found in Section 2
on page 14, which relates to exchange funding. It requires
t he exchange to finance itself after being established. The
grants available to the state were only for the
establishment portion; afterwards an exchange has to be
self-financing. It requires this funding to conme from
insurers who offer health benefit plans through the
exchange. In addition, the cost of this financing nust be
di scl osed to the public on the exchange website.

M. Mderow observed that Section 21.54.250, Section 2,
page 14, allows the exchange board and Division of
| nsurance to adopt regulations to fulfill the purposes of
t he | egislation.

M. Mderow noted that Section 21.54.260, Section 2, page
14, requires insurers to honor state health insurance |aws
as established; and Section 21.54.270, Section 2, page 15,
provi des definitions of some ternms used in this act.
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M. Mderow continued to outline the final sections of SB
70:

e Section 3 adds enployees of the exchange to the |ist
of partially exenpt service.

e Section 4 defines the Executive Director of the
exchange as a public official.

* Section 5 adds the Al aska Health Benefit Exchange
Board to the |list of state comm ssions or boards.

e Section 6 of the legislation, outlines transitional
provisions relating to board terns.

e Section 7 gives the ability to draft regulations and
clarifies that regulations will not take effect unti
the effective date of statutory changes.

e Sections 8 provides for a July 1, 2011 effective date
for the exchange board, the duties of the board, and
the board s ability to nake regul ati ons.

e Section 9 nmkes certain transitional provi si ons
effective immedi atel y.

» Section 10 nmakes the remai nder of the act effective on
July 1, 2012. This is when health plan certification
woul d begi n under the | egislation.

9:26:17 AM

Co-Chair Stedman asked for further background on the
legislation's history. Senator French explained that a
federal nodel was created in Wshington, D.C. to help
states with inplenentation. The idea is to create a website
where consuners could make a conplex financial choice as
sinmply as possible. The legislation wuld create a
framewor k shaped to Al aska.

9:27:27 AM

Co- Chair Hof fman wondered how natives who are eligible for
Al aska Native Health Care would be affected. He questioned
if they would be able to participate in the program to
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obtain additional coverage. Senator French affirnmed and
explained that Indian Health Service (IHS) beneficiaries
woul d be given the option of seeking additional coverage or
mai ntai ni ng their existing coverage.

9: 28: 25 AM

Co-Chair Stedman wondered what was necessary under the
federal requirenments and what was optional. Senator French
enphasi zed that it was inportant to remenber that there are
a set of federal guidelines that nust be nmaintained. He
noted that there would be two exchanges if the state
exchange falls too far outside of federal guidelines.
Consuners nust have a place where they can nmake an
intelligent choice at a mnimum rating of policies where
consuners can |l ook at how many clains are denied, costs and
benefits.

M. Mderow agreed to provide nore detailed information
regarding federal regulations. He stressed that the tax
benefits would only be available through the federally
sanctioned exchange that neets federal guidelines.

9:30: 29 AM

Senator A son wondered if IHS beneficiaries could chose a
different primary insurance coverage and retain their IHS
policy as their secondary. M. Mderow replied that there
was an elimnation of cost sharing, and agreed to provide
nore detailed information.

9:31: 35 AM

Senator O son wondered if there was support from health
care provi ders. M. Moder ow expl ai ned t hat | HS
beneficiaries <can take advantage of elimnated cost
sharing. He thought that IHS was the payer of |ast resort.

Senator O son wondered if there was support from health
care provi ders. M. Moder ow expl ai ned t hat | HS
beneficiaries <can take advantage of elimnated cost
sharing. He thought that IHS was the payer of |ast resort.

Senator O son wondered if there was support from heal thcare
providers. M. Mderow noted a letterd of support from the
Smal | Business Mjority and the Anchorage Disability Law
Center.
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Senator O son referred to the fiscal note and ongoing
costs. M. Mderow noted the departnent could discuss the
fiscal note.

9:32: 55 AM

Senator MQuire stressed the high costs associated wth
dental disease and questioned if dental care was included
in the program M. Mderow replied that pediatric denta
prograns were included in the options. He agreed to provide
a nore detail ed response.

9:34: 29 AM

Senator McGuire asked if there is an opt-out provision for
Al askans that don't want to participate based on a
phi | osophical right of freedom to choose. She noted that
mandatory health insurance essentially exists in Al aska

since energency nedical care is not refused. "W wll treat
you at a hospital; we are not going to let you die on the
road; and we will pay for it as Al askans." She noted that

one adm ssion to an energency room can cost $10 t housand.

Senator French explained that the bill does not exenpt
anyone based on their right to choose to participate. He
acknowl edged that there is a free rider problem in the
state and nation, where people can seek free nedical care
in emergency roons that the bill seeks to end. The bill
seeks to get "every single person paying sonething into the
system in exchange for the benefits they receive through
energency roons, or other places they get, in essence, free
nmedi cal care." He stressed that it is nore efficient to
have a health insurance policy that allows individuals to

see a primary care physician instead of waiting until a
crisis occurs that requires an energency room visit. He
mai ntai ned that as long as there is a systemthat "will not
let you die in the road; will not let you sort of expire in

the gutter; that is going to take you to the energency
room" everyone should pay. He nmintained the |egislation
errs on the side of health and wel | bei ng.

9:38: 04 AM

Co- Chair Stedman asked Senator French to give nore detai
on why the exchange was structured as a public corporation
with an independent | egal exi stence. Senator  French
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expl ained that the exchange was set up wth independent
bodies to operate as free as it <can from politica
i nfluence, yet be bound by the guidelines in the bill. The
exchange coul d be housed in the departnent as a division.

9: 39: 08 AM

Co-Chair Hoffrman referred to discussions between the Senate
Finance co-chairs and the Dvision of Insurance. The
di vision expressed concern that Al aska does not have a
| arge enough pool to econom cally adm nister an exchange
and alluded to the fact Alaska would be better served by
j oi ning anot her state such as Washington State. He asked if
the sponsor considered the possibility of a multi-state
exchange. Senator French responded that a nulti-state
exchange was not considered in drafting the |egislation.
However, pooling in respect to buying across state lines
was addressed in subsection 28, page 9. Insurance policies
are largely a creation of state law and regulated by state
regulators. A nmulti-state pool would have to be created to
buy across state lines.

9:41:22 AM

Co-Chair Hoffman stressed that perhaps a large pool would
| ower administrative costs. Co-Chair Stedman observed that
pooling with smaller populated states such as Montana and
| daho were di scussed.

9:41: 50 AM

Senator Thomas referred to educati on and prevention.
Senator French pointed to the intent |anguage on page 1

(3) to provide consuner education and assi st

i ndi viduals with access to prograns, credits, and
cost-sharing reductions; and subsection (4) to reduce
t he nunber of uninsured Al askans by creating an
organi zed, transparent, and easy-to-navigate health

i nsurance market pl ace that offers a choice of high
val ue health plans with | ow adm ni strative costs for

i ndi vi dual s and enpl oyers;

Senator French acknowl edged that there are no health

initiatives or education prograns. The ability to obtain a
check-up is inplicit. He maintained that it is easy to
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forget how daunting it is to those wthout insurance to
have to pay out of pocket for every cost. He stressed that
"l ower incone folks just don't go see a doctor to their
great detrinment".

9:44: 07 AM

Senator Thomas wondered if the board could devise plans
that would require annual physicals, which could result in
a savings in terns of heart disease and cancer prevention

Senator French observed that the federal debate centered on
the role of government in people's lives. He shared the
concerns about preventative care. However, the |aissez fare
approach won.

9:46: 14 AM

JOHN SHERWOOD, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES,
noted that the admnistration believes they have the
authority to begin the planning and inplenentation process
wi thout state legislation and do not support SB 70. The
Departnment of Health and Social Services and Departnent of
Commerce, Comrunity and Econom c¢ Devel opnent are working to
anal yze the federal legislation and requirenents to begin
t he i npl ementati on process.

Co-Chair Stedman observed that the comm ssioner was in
Washi ngton, D.C. He asked M. Sherwood to elaborate and
guestioned how the adm nistration would resolve the issue
that SB 70 attenpts to address.

M. Sherwood was unable to elaborate and enphasized that
the departnment was still in the planning process. He
clarified that the admnistration was looking at a nulti-
state exchange. The federal governnment released seven
grants to early adopters (states taking different
approaches to devel opi ng exchanges). One of the grants went
to a consortium of New England states for a New England
regi onal exchange.

9:50: 34 AM

Co-Chair Stedman asked for guidance on the |egislative
timeframe and a response to Senator ElIlis' question. M.
Sherwood clarified that the federal |egislation requires
that the exchanges be operational by January 1, 2014. The
federal government will nove in to inplenent an exchange if
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it determ nes by January 1, 2013 that a state will not have
a functioning exchange by that date. The state will need to
nove forward by 2012.

9:51: 29 AM

Co-Chair Stedman queried the denial of the mllion dollar
grant. M. Sherwood acknowl edged that the adm nistration
did not apply for the grant, because the adm nistration did
not want to have federal entanglenent and obligation. He
acknow edged that nost of the developnent noney is
contingent on having received the planning noney. He noted
that federal policies can change. The state is eligible for
sonme funding for related activities such as devel oping the
new required Medicare coverage. The exchange would becone
sel f-funding once it is devel oped.

9:53:12 AM

Co-Chair Hoffman nmaintained that it is a mjor public
policy issue that is worthy of a |legislative discussion. He
noted the lack of |egislative involvenent and asked if the
intent was to avoid a legislative decision. M. Sherwood
replied that the admnistration was interested in a
di al ogue about whether the legislation was needed in the
current year. M. Sherwood replied that there was a
willingness to have a di al ogue.

9:55: 00 AM

Senator MQ@iire understood the admnistration's Dbroader
goal for rejecting the grant noney attached to the creation
of universal health care, but questioned the rejection of
the $1 mllion that could have been used for planning and
state control of the exchange. She queried the rationale.
M. Sherwood replied that the noney was rejected to
m nimze federal entanglenent and avoid obligation as part
of an overall strategy.

9:56: 50 AM

Senator McCQuire stated that she w shed that the decision
had not been nade and stressed that "you don't have to
throw the baby out with the bathwater”. She felt that the
deci sion should be nmade collectively with the |egislature.
She referred to page 2, which puts the comm ssion sel ection
in the hands of the governor. She pointed out that the
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comm ssion would be made up of Alaskan small business
enployers and health care insurance conpanies and
enphasi zed the uniqueness of Alaska. She cautioned that
Al aska doesn't get absorbed into bigger pools that nay not
pay attention to Al aska's needs. She asked if there is a
representative pointing out the unique aspects of diabetes
or obesity in Al aska and wondered how Al askan health care
needs are being conmunicated in the exchange network. M.
Sherwood clarified that Al aska was not planning to join the
New Engl and exchange. He explained that there are different
nodels. States nust share their experience wth other
states as part of the criteria for federal funds. Al aska is

looking at different nodels including a nulti-state
exchange pool. He acknow edged the task of keeping Al aska's
uni que characteristics in mnd when |looking at the

di f ferent nodel s.

10: 00: 35 AM

Senator MQuire referred to her experience when Al aska
j oi ned Washington State's organ and tissue donation nodel
Not only did Al aska |oose noney, but lives were |ost as
wel | when Washingtonians became a priority. Washington
nmedi cal departnments and insurers were in the driver's seat.
She expressed concern that Alaskans could suffer in a
mul ti-state exchange. Al askans should conme out healthier
from an exchange.

10: 02: 31 AM

Senator Thomas wondered if there were statistics on the
cost to those that can pay from uncollectible or unpaid
medical bills from those that cannot pay. M. Sherwood
replied that he did not know, but stated that there was
sonme data on unconpensated care for hospitals.

Co-Chair Stednman requested nore data on uncollectible
hospital debt being absorbed into the system M. Sherwood
i ndi cated he woul d provide that information.

10: 03: 46 AM

Co- Chair Stednan addressed the four proposed fiscal notes:
$3 mllion G- from the Department of Administration for
band wi dth, hardware and software and maintenance of the
system $1,662,100 G- from the Departnent of Comerce,
Communi ty and Econom c Devel opnent for 12 new positions to
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manage the program as well as board costs and supplies;
$230.2 thousand G- and $230.2 thousand matching federal
funds fromthe Departnment of Health and Social Services for
five new anal yst positions; and a zero fiscal note fromthe
Di vi sion of insurance.

10: 04: 35 AM

PAT LUBY, AARP (via teleconference), testified in support
of SB 70. He enphasized that the federal government wll
i npose an exchange if the state does not create one. He
mai ntained that an exchange is the easiest way for an
i ndi vidual or small business to find adequate affordable
health coverage. Two-thirds of Anmerica's small businesses
of fered sone form of health insurance, but had to rely on
brokers for advice on the best coverage at the |east cost.
Web based exchanges neke it easier for the individual or
smal | business to conpare coverage and cost as well as to
find out what subsidies mght be available. He noted that
Medicare Part D allows clients to choose their prescription
drug coverage by going on line, typing in their medications
and finding out what the best policy and cost is for each.

M. Luby referred to recent conversations with the Al aska
Associ ation of Insurance Underwiters (AAIU and noted that
AAI U cautioned against looking to multi-state pooling due
to the high health care costs in Al aska.

M. Luby noted that AARP supports SB 70 and believes it
will help all Al askans to find the best coverage at the
| owest cost; and will be Alaskan designed and not inposed
by the federal governnent.

10: 06: 45 AM

MARK  REGAN, LEGAL DI RECTOR, DI SABILITY LAW CENTER OF
ALASKA, ANCHORAGE (via teleconference), testified in
support of SB 70. He enphasized that the exchange system
puts people with disabilities into the pool with everyone
el se and includes federal safeguards to insure that people
with disabilities are not charged excessive prem uns.
Overall costs <could be reduced since everyone would
participate. He noted that nost people that want to opt out
would do so not to evoke their rights to freedom but
because they think participation will cost them noney. He
enphasi zed that social security and Medicare Part A are
mandatory prograns and that exchanges would help people
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establish their exenptions due to the lack of affordable
coverage or other reasons, w thout penalty.

M. Regan did not believe the state could establish an

exchange w thout detailed |egislation. The  proposed
legislation is an adaptation of the nodel |egislation
proposed by the National Associ ation  of | nsur ance

Conmi ssioners. States have the ability to setup how the
exchange is nmanaged and operated. He stressed that while
t he exchange's function is laid out in federal |egislation,
there will need to be additional state Ilegislation that
| ays out what the exchange does and there is room for the
| egi sl ature and administration to dial og.

10:12: 20 AM

Senator O son wondered why the private sector had not
stepped up to devel op the exchange. Senator French observed
that insurance conpanies are not interested in being
conpared to other conpanies; a consuner group is needed to
put conpani es' side-by-side for conparison.

SB 70 was HEARD and HELD in conmmittee for further
consi derati on.

#SB87
SENATE BI LL NO. 87

"An Act establishing a program in the Departnent of
Commerce, Conmmunity, and Economic Devel opnent for
paynment of grants to health care providers for care of
patients who are 65 years of age or older."

10: 14: 03 AM

Senator French, Sponsor, explained the bill. He maintained
that Al aska's Medi care systemis not working well.

Too many seniors cannot find a primary care doctor.
Physi ci ans who do accept Medicare patients are |o0sing
nmoney with each visit, as the cost of providing care
exceeds the federal reinbursenent rate.

W can't wait for the federal government to fix
Medi car e; instead, we need to act today. This
legislation will imrediately inprove seniors’ access
to primary care services in Al aska.
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The bill establishes a grant fund for health care
provi ders serving Al askans who are sixty-five years of

age or over. The grants wll be paid to nedical
providers that increase primary care access to
Al aska’s seniors. Al health care providers -
i ncl udi ng physi ci ans, nurse practitioners, and

physi cian assistants - would be eligible for grants.

Access to primary care, as you know M. Charinman,
i nproves health outconmes and reduces nedical costs.
I nstead of waiting for small ailnments to becone mgjor,
primary care prevents expensive nedical treatnents.
Instead of requiring an energency room visit, primry
care keeps our seniors healthy.

Senator French observed that a new Medicare clinic opened
in Alaska. The clinic hopes to serve five to six thousand
citizens, which is only half of the 13,000 seniors on
Medi care in Anchorage that do not have a primary care
provider. Wiile the Medicare clinic is a good step forward,
Senator French did not feel that one solution could be
relied on to solve the entire problem He observed that the
Institute of Social and Econonmic Research (ISER) estinates
that Alaska wll have 86,000 non-native Al askans eligible
for Medicare by 2020.

Senator French estimated that the supplenental cost of one
primary care visit for those that don't have a primary care
doctor would cost the state $1.2 nillion. He stressed that
costs would be reduced by the coverage of nurses and
physi ci an assi stants.

10:17: 51 AM

In response to a question by Senator O son, Senator French
clarified that the Medicare clinic was put together by
Provi dence Hospital

Senator O son wondered if there were provisions to cover
dent al costs. M. Moderow agreed to provide that
i nformation.

10: 18: 24 AM

Senator O son stressed concern wth high pharmaceutical
costs. Senator French observed that Medicare Part D and the
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Affordable Care Act shrunk the "donut whole" that affected
SO many seniors that had to pick up —costs of
phar maceuti cal s. The | egi sl ation primarily addr esses
primary care; pharnmacy costs are not addressed.

10: 19: 23 AM

Co-Chair Stedman wondered if there were sone areas of the
state that are underserved. Senator French stated that the
south central region held the biggest issue.

10: 20: 43 AM

JOHN SHERWOOD, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES
stated that the responsibility of the program would fal
under the Departnment of Commerce, Comunity and Econom c
Devel opnent. Federal legislation allowng state grants
wi t hout Medicare paynent issues precludes the state's
Medi care agency from operating the grant program The
Departnent of Health and Social Services is the state
agency.

Co- Chai r St edman gueri ed t he position of t he
adm ni strati on. M. Sher wood replied t hat t he
adm ni stration had not taken a position.

10: 22: 04 AM

Co-Chair Stednman highlighted the fiscal note: $234,100 G-
from the Departnment of Commerce, Comunity and Econom c
Devel opnent for two new positions and supplies. The fisca

note does not nmake assunptions on the possible nunber of
grants or provide grant funding.

10: 22: 38 AM

PAT LUBY, AARP (via teleconference), testified in support
of SB 87. The legislation would enable a grant program to
hel p providers that see a significant nunber of Medicare
patients. He pointed to access problens faced by many
Medi care patients, primarily in urban areas. He stressed
that older Alaskans will I|eave the state if they cannot
find a health provider.

10: 23: 37 AM
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DENI SE DANI ELLO, EXECUTI VE DI RECTOR, ALASKA COWM SSION ON
AG NG, spoke in support of SB 87. Al aska continues to |ead

all states wth the growh of its senior population.
Currently, there are 53,200 Al askans age 65 or older. Q der
Al askans, growng in nunber and living |onger, are

experiencing chronic nedical health conditions and physical
disabilities. Alaska is, at the same time, experiencing a
shortage of primary care providers. |In recent years,
seniors have been unable to access prinmary health care as
doctors refuse them due to |ow Medicare reinbursenent
rates. A statewide survey by the Comm ssion found that 16
percent of respondents had difficulty finding a doctor. In
2005, a simlar survey found that 24 percent of seniors
experienced a health care problem Today 31 percent of
seni ors experience a health care problem

10: 26: 23 AM

BOB DOLL, PRESIDENT, RETIRED PUBLIC EMPLOYEES OF ALASKA,
testified in support of SB 87. Medicare appears as the
state sanctioned nethod for providing post-retirement age
medi cal coverage that was part of enploynent for retirees.
He observed that the retirees look to the plan creators
(legislature) for renmedy to problens. He naintained that
that SB 87 provides a renedy and acknow edged the work of
t he Al askan congr essi onal del egati on in maki ng
suppl ementary paynents to Medicare providers legal. He
mai nt ai ned that thousands of Al askan seniors pass through
the Medicare w ndow every year and sone wll find that
their health care is jeopardized.

10: 27: 55 AM

Co- Chair Hoffrman wondered why there was a proposal to set
up the program wthout recomendations for i ndividual
grants. Senat or French replied that there was a
recommendation of $1.2 mllion, which would satisfy the
probl em for a year.

10: 28: 46 AM

SB 87 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNIVENT
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10: 29: 18 AM

The neeting was adjourned at 10:29 AM
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