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ACTI ON NARRATI VE

2:19: 02 PM

CHAIR DENNI' S EGAN call ed the Senate Labor and Commerce Standing
Commttee nmeeting to order at 2:19 p.m All nenbers were present
at the call to order.

2:20: 14 PM
SB 70- ALASKA HEALTH BENEFI T EXCHANGE

CHAI R EGAN announced SB 70 to be up for consideration.
SENATOR PASKVAN noved to adopt CSSB 70( ), |abeled 27-LS0286\1 .
CHAI R EGAN obj ected for discussion purposes.

SENATOR FRENCH, sponsor of SB 70, that the committee substitute
(CS) is a result of many hours of work from this commttee,
Senator Egan and his staff, Andy Mderow, interest groups and
menbers of the adm nistration.

He said the changes start on page 2 where the nakeup of the
board that w Il oversee the operations of the exchanges is
changed. The board was originally 13 nmenbers and that has been
reduced to 7. He thought it was a good change that streanlines
the operations of the board. The voting nenbers now include the
Department Health and Human Services (DHSS) comm ssioner or his
desi gnee, one representative of smal | enpl oyers, one
representative of the health care insurance business, one nenber
with expertise in health plan financing, one nenber wth
expertise in health plan adm nistration, a health care actuary
or sonmeone Wwith simlar econom c experience, and one consuner
representative. In addition to those nenbers, the director of
the Division of Insurance will act as a non-voting nenber.

Al so, now on line 9, page 3, subsection (i) confirns that board
nmenbers won't be civilly or crimnally liable for the acts they
take within the scope of their enploy, a standard liability
exenption for state enployees who work within the scope of their
duties. Also on lines 18-20, page 3, all nunbers were renunbered
because (a)(2) was del et ed.
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The next substantive change was on |line 31, page 3 - line 4,
page 4, and it requires the Division of Insurance to inplenent
pr ocedur es relating to heal th pl an certification

recertification and decertification - sonmething the division is
very famliar wth and uniquely qualified to undertake. On page
4, lines 10-14, language requires the division to deternm ne the
| evel of each qualifying plan that will be offered within the
exchange.

Language on page 6, lines 13-17, places the Navigator G ant
Program under the D vision of Insurance, again to give the
division a strong voice in the operation of the exchange and
allow them to help the program take effect. Also on page 6,
lines 26-28, the legislation directs conplaints about health
benefit plans to the Division of |Insurance and not to the
federal governnent as the old draft did.

2:24:11 PM

On page 7, lines 1-4 require the Division of Insurance to review
the rate of premumgrowth both inside and outside the exchange,
a crucial aspect to see if it's working - keeping premuns at a
reasonabl e | evel and providing recomendati ons about whether or
not expanding the size of a small enployer from 50-100 people
for the purpose of SHOP nmarketplace nakes sense for Al aska.
Before, this responsibility rested with the exchange board and
it would now go to the Division of Insurance to strengthen their
voi ce in the exchange's operation.

Lines 5-8 on page 7 require the division to develop policies and
procedures to mnimze adverse selection within the exchange and
bet ween pl ans sol d inside and outside the exchange.

2:25:28 PM

Lines 26-29 on page 7 give the board the authority to establish
advisory groups to provide expertise and input about exchange
operations. Advisory groups can be rather informal; they are
collections of interested, know edgeable individual citizens who
can provide expertise and advice to the board about the
operation of the exchange.

On page 8, lines 1-13 establish a new annual accounting report
it reviews new enrollnment, changes in enrollnent, tax credits
and individual responsibility exenptions broken down by insurer
and by benefit plan where applicable. Again, it's the overseeing
of what the exchange's effect on the narketplace of insurance
has statew de both in and outside the exchange.
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Also on lines 14-23 on page 8 require the exchange to cooperate
with an investigation by the Division of Insurance; this makes
it explicit. | t also requires cooperation wth federal
i nvesti gations.

2:26: 42 PM

Lines 2-5 on page 9 state that the exchange will rely on the
Division of Insurance determnation relating to the potential
for Interstate conpacts. This goes back to the idea of pooling
and of buying insurance across state lines and is sonething that
smal| states |like Al aska nay be able to benefit from

Also on page 9, lines 6-28 require the exchange board to
establish a plan of operation, which is reviewed and approved by
the director of the Division of Insurance. If a suitable plan
isn't devel oped, the new subsection allows for the director to
adopt reasonable regulations to carry out the responsibilities
of the exchange.

SENATOR FRENCH said lines 17-18 on page 14 at the end of the
bill solve the so-called "AFLAC problem"™ which is when
i nsurance conpanies don't offer plans inside the exchange and
don't want to pay for its operation. This seens fair; so only
those conpanies offering plans inside the exchange wll be
assessed a fee to run it.

On page 14, lines 24-25 were changed to give the Division of
| nsurance authority to adopt regulations to inplenent their
authority under the legislation. Simlarly, lines 25-17 on page

19 were changed to give the director of the D vision of
| nsurance the ability to adopt regulations that also nmake it
clear that such regulations won't be effective until the
effective date of the statutory changes.

SENATOR FRENCH said the last two changes were conformng to the
adopted practice with respect to, for exanple, the Board of
Fi sheries which has the power to adopt their regulations or the
Board of Gane's identical power.

2:28:53 PM

He said | anguage on page 19, |line 31, had been nodified to make
the transitional provisions related to board ternms effective on
July 1, 2011. Before, those provisions had an inmmediate
effective date.

2:29: 21 PM
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SENATOR MENARD asked since the seventh person, either the CEO or
executive director, won't have voting privileges, how would the
board be able to break a tie.

SENATOR FRENCH answered that his understanding is subsection (b)
on page 2, lines 14-17, puts the conm ssioner of DHSS on the
board, but he isn't nunbered; then six nore nenbers are |isted
for a total of seven. So, the board has a natural tie-breaking
function within itself.

SENATOR MENARD sai d she m ssed t hat.

2:31:44 PM

BEVERLY SM TH, Christian Science Conmittee on Publication for
Al aska, said she is the legislative and nedia representative in
Al aska. She asked to add one nore duty to the Alaska Health
Benefit Exchange Board. She read from a handout she had given
the commttee two weeks ago that expl ai ned:

The Alaska Health benefit Exchange Board shall
consider the extent and circunstances under which
benefits for spiritual care services that are
deductible wunder section 213(d) of the Interna
Revenue Code as of January 2, 2010 wll be nade
avai | abl e under the exchange.

She said the handout provides the explanation and justification
for this request and in her words:

The goal of health care reformis coverage for all. In
2014 when everyone is required to purchase insurance,
the premuns should be of value to every individual
That includes those who rely on spiritual care for
their health care. Each person should be able to use
that insurance that they have paid for to pay for the
health care they have found nost effective.

There are federal insurance prograns and sone state
plans that offer benefits for spiritual care, and on
t he back of the handout | have |isted some exanpl es of

spiritual care coverage. Al aska Care, here in the
state, provides state enployees and retirees' benefits

for costs of Christian Sci ence practitioners
authorized by the First Church of Christ Scientist in
Boston. And | think the Insurance Exchange should

offer the public the same prograns that are avail able
to state workers and retirees.
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Sone paraneters that are set in the anmendnent would
include those spiritual care services that are
recogni zed by the IRS as nedical deductions. Those are

- and | checked with Wshington, D.C - Christian
Sci ence, Rel i gi ous Sci ence and Navaj o Heal i ng
Servi ces.

2:35:09 PM

M5. SMTH said the reason they are asking for this consideration
now i nstead of after the exchange is set up is because when the
state of Mssachusetts was setting up its exchange, church
officials went to legislators and were told to not worry about
it, but wait until the legislation goes through and then dea
with the insurance exchange conpanies. So, they did that. Then
the insurance conpanies said they needed to only offer the
benefits that were directed to them in statute by the
| egi slature. So, here they are front loading this legislation to
provi de the possibility of having the insurance conpanies in the
exchange provide benefits for spiritual care so that all
citizens have access to the health care of their choice. M.
Smth said this is an issue of fairness and many have found
spiritual healing to be effective. She didn't see that this
woul d add anything to the fiscal note.

2:37: 05 PM

SENATOR MENARD asked if Kansas, M ssouri, Oegon, |Illinois,
California, lahoma, Col orado, Texas [nentioned in the handout]
are the states that have allowed Christian Science, religious
science and Navajo Healing Services to do this.

M5. SM TH answered no; these are exanples of states that allow
coverage for Christian Science care in their state plans. Right
now the federal governnent, through the IRS, allows those three
particular entities to claim their health care expenses as
medi cal deductions in their incone taxes.

SENATOR MENARD asked which states put it into an exchange.

M5. SMTH replied that she is aware of one recently, Utah, which
passed a bill setting up a task force to investigate setting up
the exchange. It isn't as far along as Al aska is, but spiritua
care is an accepted consideration.

SENATOR MENARD asked if Alaska would be the first to actually
foll ow t hrough should this pass out.
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M5. SMTH replied yes and she thought that would be great.

SENATOR DAVIS asked if they tried to get Christian healing
practices in the Massachusetts bill after it was passed.

M5. SMTH replied yes, but they weren't able to get it in

2:39:55 PM

SENATOR PASKVAN said he understood systens that say prayer can
heal , but the question that one ultimately has to conme back to
is, "W're a civil law authority; we're not religious |eaders
her e. So, the question is what standard  of nmedi cal
treatment/care is it that is being followed. G ven otherw se, |
see no objective treatnment standard other than just a belief
system"

M5. SMTH answered right now they are going with what the
federal governnent has recognized as acceptable for nedical
deductions through the IRS and with various insurance conpanies
that do grant benefits for spiritual care. There is a record of
healing and it has been recognized as effective. Christian
Science healing practitioners have to neet standards and are
granted aut hori zation through the church.

SENATOR PASKVAN asked if anything in the law currently prohibits
anyone from participating in a prayer healing process.

M5. SMTH answered that everyone is allowed to participate in
whatever faith tradition they have, but only certain ones are
granted this recognition through the IRS

SENATOR PASKVAN asked if the wultimate intent is to have
governnent noni es be used for "that healing cerenony.”

M5. SMTH replied no. But she knows that those who do not have
i nsurance now would be able to purchase it through the exchange.
And those that do not have the noney to purchase would get sone
subsi dy. That would be where governnent noney would be invol ved,
she guessed. She reiterated that citizens should be able to get
benefits that they pay for and should be able to have choice in
their health care benefits.

SENATOR MENARD asked her to clarify exactly what she was asking
for.

M5. SMTH replied that she wanted consideration of spiritual
benefits to be included in this package; whether it's through
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her proposed anmendnment or sonme other vehicle the conmmttee
t hi nks woul d wor k.

SENATOR MENARD sai d she wanted t he sponsor to respond.

2:45: 30 PM
SENATOR FRENCH said this is a difficult question and better
suited for a separate piece of legislation that will focus on

the issue of the efficacy of spiritual healing and whether it's
sonmething insurance conpanies should reinburse practitioners
for. That is ultimtely what it would | ead to.

2:47:55 PM
SENATOR PASKVAN noved to adopt Anendnent 1 as foll ows:

27-1L50286\ 1.1

Bai | ey
3/ 22/ 11
AVENDVENT 1
OFFERED I N THE SENATE BY SENATOR PASKVAN
TO CSSB 70(L&C), Draft Version "I"
Page 10, line 10, following "entities":
Insert "; the exchange shall nmake records of

application for or receipt of grants or donations
under this paragraph available to the public on the
exchange's Internet website wthin 30 days after
application or receipt"

He explained that the purpose of this amendnment is to require
tinmely disclosures of any contributions that may conme into this
exchange - within 30 days on its website. The exchange on page

10, lines 9-10, is given the ability to "apply for and receive
grants or donations from federal, state, |ocal governnent
foundations, or private entities.”" The idea is to nake these

noni es are "transparent and open."

SENATOR MENARD reasoned that she runs "a pretty efficient
office" and sonetines "30 days just canme and went," and she
preferred going to 60 days.

SENATOR PASKVAN responded that if the exchange found 30 days to
be an inpossible burden, he hoped they would advise them of it.
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The intent of this bill is if there are donations from private
entities and decisions that are com ng out of that exchange that
they be transparent - "a paper trail in and decisions out."

SENATOR FRENCH sai d he supported the anendnent.

SENATOR MENARD noved to adopt Anendnment 1. There were no
objections and it was so ordered.

SENATOR G ESSEL said she just got copy of a letter addressed to
Senator French from the Governor's Ofice, dated March 11. The
| ast paragraph sumarizes it:

No health insurance exchange legislation is necessary
during this 2011 legislative session. W have the
internal capacity through DHSS and DCCED to conplete
the planning work for the insurance exchange nandated
by federal l|law. Accordingly, | do not support SB 70 on
policy grounds, nor do | believe a state statute is
required for the state to begin inplenmentation.

She hadn't seen this until an hour ago, and asked the sponsor
for his conment.

2:52:59 PM

SENATOR FRENCH thanked her for bringing it up. Hs reply to
governor was sent a day later that had several thoughts. As a
menber of the |egislative branch of governnent, he was sure she
was jealous of their prerogatives and power. He was certain she
woul d be hesitant to cede to the governor the authority to set
up a structure like this. He pointed out the collaborative
nature of the commttee process, the back and forth of ideas

the conprom se that takes place when they do business in public,
on the record, with the caneras running - open to any suggestion
the public may bring forward - as opposed to what would be a
cl osed-door, top-down, agenda-driven operation from inside the
governor's office.

SENATOR FRENCH said he has a great anount of respect for the
DHSS conm ssi oner and the people who work wthin the
adm nistration that and they had been very helpful with this

specific bill. But there is a reason why the legislature has its
power and duties and they have theirs; they adm nister the |aws
the legislature wites. He thought that collaboratively the 60

of them could come up with a better health care exchange than
the admnistration could acting essentially alone wthout
| egi sl ators' input.
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SENATOR G ESSEL commented that originally it was in the hands of
the governor. It was only the introduction of the bill that
brought it to the legislative arena. "A bill was not required
for the establishnent of the exchange,"” she said. The governor
indicated, with the ruling of his attorney general, that he
woul d i nmpl enment an exchange and she is questioning the necessity
of going through the | engthy process of passing |egislation.

SENATOR FRENCH responded that he didn't know of any other
governor that had taken the position that no enabling
legislation is necessary. Sone governors are opposed to the
Affordable Care Act; they don't |ike the individual mandate or
the changes in the reforns. Sone are opposed to the whole idea
of insurance reform and getting affordable insurance in the
hands of every citizen. Then there are shades of opposition down
the line and Alaska's governor has been fairly blunt about
pushi ng back agai nst what he sees as an unconstitutional act.

Senator French said he has a different view and has publicly
di sagreed. He thought the federal bill envisioned each state
creating its own health care exchange through the collaborative
process of legislation. If he had thought at the beginning of
the session when the governor was "standing four-square opposed

to the federal bill" that he intended to create a health care
exchange through his own admnistration, perhaps he would not
have filed the bill. But he did, because he thinks it's

i nportant that everyone has a voice and does their job to put
the exchange into effect in a way that they all think is best.
If the governor "winds up creating sonething exactly like ny
bill, God bless himand we can all go forward and have a health
care exchange that works for Alaskans.” In the neantinme, they
have a duty to continue their work.

2:57:25 PM
CHAI R EGAN asked if the adm nistration supports SB 70

W LLI AM STREUR, Conmi ssi oner-Desi gnee, Departnent of Health and
Soci al Services (DHSS), replied no.

CHAI R EGAN asked now that the Florida court has ruled that the
Patient Protection and Affordable Care Act nust be accepted by
law, if the administration intends to conply with that nmandate
or to provide an insurance exchange if SB 70 doesn't pass. Is he
aware that the federal governnment mght institute one if the
state declines to do so?
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COM SSI ONER STREUR replied that the admnistration is in the
process of planning an exchange for the State of Al aska and w ||
continue with that until legislation is either overturned or new
rules cone forward regarding it. They do not want the federal
governnment involved in any way.

CHAI R EGAN asked how the admi nistration's exchange would differ
from SB 70.

COWM SSI ONER STREUR answered that he didn't know, because the
design of the exchange is still in the planning stages. One of
their issues with this bill is that they need the latitude to
design what is best for the State of Alaska based on best
practices they see in various devel opi ng exchanges.

CHAIR EGAN asked if he is saying the admnistration has the
authority to establish that now.

COWM SSI ONER STREUR replied, "W believe the adm nistration has
the authority to plan for and design and inplenent the exchange.
However, to go live with the exchange we are probably going to
need | egislation; we are going to need statute. W are going to
need sonething, because it has to be self-funded and there are
many rules around that that are best established through
| egislation.™

SENATOR DAVIS said that doesn't keep this legislation from
movi ng forward, because sonething has to be out there by 2014 or
the federal government will do it for us.

COWM SSI ONER STREUR replied that by 2014 the state needs an
exchange that is up and running; by January 2013 they have to
have a "solid plan" in place to inplenent the exchange.

SENATOR DAVIS noved to report CSSB 70(L&C) as anended from
commttee with individual recomendations and attached fiscal
note(s). There were no objections and it was so ordered.

3:01:14 PM
At ease from3:01 to 3:03 p.m

3:03:40 PM
SB 78-LI QUOR LI CENSE HOLDER LI ABI LI TY

CHAI R EGAN announced SB 78 to be up for consideration. [27-
LS0282\ M versi on was before the comittee.]
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ESTHER TEMPLE, staff to Senator McQuire, sponsor of SB 78, said
the intent of this bill is to provide equal treatnent to limted
liability conpanies (LLC) and foreign LLCs in the [|iquor
liability context as they are treated in the business generally.

She explained that presently persons engaged in businesses
commonly use LLCs instead of corporations while |eaving intact
the limted liability of the LLC nenbers for all other business
purposes. Currently, AS 04.21.035 is an exception to the
protections against individual liability offered to partners of
properly registered and mamintained LLPs and LLCs. 1In other
words, partners and nenbers of LLPs and LLCs are not relieved of
the obligation or the liability otherw se inposed upon a |iquor
Iicense holder under Title 4. So, in order to avoid that result
owners of |iquor businesses that hold a liquor license that seek
l[imted liability protection have to do business through a
corporate entity.

She said that businesses have increasingly turned to LLCs as a
preferred entity for doing business in order to have greater
managenent and efficiency wthout sacrificing the Ilimted
liability protection from business creditors that are afforded
to owners of corporations.

M5. TEMPLE said that LLCs are comonly used in Al aska as well as
in the United State as |limted liability protection entities in
pl ace of corporations. Therefore, SB 78 would amend existing

statute to state that the liability will be inposed only on
partners of a limted liability partnership or a foreign limted
l[itability partnership, but will no longer apply a LLC or a
foreign LLC If passed, SB 78 would encourage business

devel opnent by reflecting the fact that LLCs are nore simlar to
those used in the business wrld as an alternative to
corporations and are less commonly used as alternatives to sole
proprietorships or general partnerships, which pass on genera
l[iability to their owners.

3:06: 55 PM

SENATOR PASKVAN asked if a foreign corporation can own a |iquor
license. He knows that state-formed corporations can own a
liquor license. The reason he asked is because "foreign LLPs"
are included in the | anguage of SB 78.

MS. TEMPLE answered that she didn't know that answer, but would
look into it for him

CHAI R EGAN asked if anyone in the audience could answer.
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3:08: 30 PM

BOB KLEIN, chairnman, Alcohol Beverage Control Board (ABC), said
he is an industry nenber because he is the Brown Jug Liquor
Stores director of sales in Anchorage. He is also a nenber of
CHARR and serves on their Government Affairs Commttee. {

MR. KLEIN related that he was on the ABC board when LLCs were
first introduced into Title 4 |anguage. Their intent at the tine
was to give LLCs the sane protections as partnerships and
corporations. Recently he found that they mssed the mark,
because of inexperience and it now nakes sense to insert Senator
McGui re' s changes.

SENATOR PASKVAN said he agreed with him He asked if a foreign
LLP could own a liquor license.

MR. KLEIN responded that he didn't know the answer.

3:11: 08 PM
DI CK ROSTEN, Attorney, Dorsey & Witney, representing Al yeska
Resort as well as other holders of liquor I|icenses said the

answer is yes; foreign corporations can own a liquor license if
they are qualified to do business in Al aska.

SENATOR PASKVAN asked if they do it by formng an Al askan
entity.

MR. ROSTEN replied that they use a different process. Any
corporation that is not fornmed in Alaska is known under our
statutes as a "foreign corporation” whether they were fornmed in
Canada or in Nevada or Delaware. They go through a qualifying
process followed by a certificate of authority to own a business
in Al aska.

SENATOR PASKVAN asked if the assets of either the foreign entity
or an Al askan entity are equally subject to a judgment.

MR. ROSTEN answered yes: whoever holds a liquor |icense,
regardl ess of whether it's an Al askan domestic corporation or a
Nevada corporation, for exanple, those assets would be at ri sk.

SENATOR PASKVAN asked if that is established as part of the
process of qualifying to do business in Alaska by the foreign
entity.

MR. ROSTEN answer ed yes.
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3:13: 44 PM

CHAI R EGAN t hanked everyone for their comments and cl osed public
testi mony. He announced that SB 78 woul d be held, and finding no
further business to cone before the conmttee, he adjourned the
nmeeting at 3:15 p.m
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