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CHRI STI NE COUGHVAN, Mont ana St ate Senator

M ssoul a, MI

PCSI TI ON STATEMENT: Gave presentation on "How Equality Policies
Wrk to Strengthen Econom es and the Labor

Force."

REFERRALS

(TSBI dg)

(TSBI dg)

(TSBI dg)
(TSBI dg)
(TSBI dg)

(TSBI dg)

(TSBI dg)

JAM E GREER, nondi scrimnation activist and | obbyi st

M ssoul a, MI

PCSI TI ON STATEMENT: Suppl enmrented Ms. Coughman's presentation on

equal ity policies.

SENATOR BI LL W ELECHOWSKI
Al aska State Legislature
Juneau, AK

POSI TI ON STATEMENT: Sponsor of SB 28.

ED SNI FFEN, Assistant Attorney GCeneral

G vil Division
Commerci al and Fair
Al aska Departnent of Law
Anchor age, AK
POSI TI ON  STATEMENT:

Conmment ed

Busi ness Secti on

on Al aska's

consuner protection statutes relative to SB 28.

TERRY HARVEY, Staff

Representative Cathy Minoz
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Juneau, AK
POSI TI ON STATEMENT: Commented on HB 267 for the sponsor.

LI NDA HALL, Director

Di vision of |nsurance

Department of Commerce, Community and Econom c Devel opnent
( DCCED)

POSI TI ON STATEMENT: Commented on Al aska's Wrkers' Conpensation
system and how she thought SB 116 would affect insurance
prem unmns.

PAUL GROSSI, Lobbyi st

Pipefitters and Iron Wrkers

Juneau, AK

POSI TI ON STATEMENT: Supported SB 116.

M KE MONAGLE, Director

Di vision of Wrkers' Conpensation

Departnment of Labor and Workforce Devel opment ( DOLVD)

Juneau, AK

POSI TI ON STATEMENT: Pointed out the division's concerns with SB
116.

ACTI ON NARRATI VE

1:48: 56 PM

CHAIR DENNI S EGAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 1:48 p.m Present at the call to
order were Senators Menard, Davis and Chair Egan. Senators
G essel and Paskvan joined the neeting a couple of mnutes
| ater.

Presentation: "How Equality Policies
Wrk to Strengthen Econom es and the Labor Force."

1:49:34 PM
CHAI R EGAN wel conmed Christine Coughman to give a presentation on
equal ity work policies.

CHRI STI NE COUGHMVAN, Mntana State Senator, thanked the Chair.
She stated that in addition to being a Senator, she had been
director of the Human Rights Network, which takes a broad view
of human rights in Mntana: everything from hel ping comunities
respond to violence and intimdation that occurs to mnority
popul ations and white suprenacist rhetoric and activities of
groups such as the MIlitia and Freenen. They | ook at health care
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as a human right along with a broad base of issues. Even though
she no longer works there, she still [|ooks at gay, |esbian,
bi sexual and transgender equality as a civil rights issue, and
believes that what is good for human rights is also good for
busi ness.

1:50: 33 PM
SENATOR G ESSEL | oi ned conmitt ee.

M5. COUGHMAN said equality really nmeans fairness, and fairness
provides a multitude of intangible benefits to businesses
everywhere. Many people are looking for a work place that
recogni zes the relationships that all enployees have. It neans
having a much nore open and innovative business clinmate that
ensures fundanent al fairness and basic civil rights for
everyone. Al aska has an opportunity, as other states do, to |ead
by enbracing non-discrimnation polices ensuring that all
shar ehol ders, enployees and consumers can live their lives to
their fullest potential.

M5. COUGHMAN said to not underestinmate what it neans to a gay or
| esbian enployee to live in fear of losing their job should
their famly |ife become a topic of conversation anong their
col | eagues. Keeping their lives secret from people who nay w sh
t hem harm may beconme their focus rather than being productive in
their jobs.

Further, equality benefits corporate recruitnent, retention and
norale, she said. Denographers have found that the new
generation of highly desirable workers are likely to choose
where they want to live first and then |look for their job. They
often cite diversity and inclusive policies in the work force as
a reason why they want to nove to a conmunity in order to accept
enpl oynent. The discussion in Mntana is often about why young
people are leaving the state for opportunities elsewhere, and
peopl e should stay open to the possibility that these kinds of
policies help people decide to cone to a comunity. Wether or
not a person is gay or |lesbhian, he or she wants to feel that
there are inclusive policies of diversity in the work force
where they live and work.

IVS. COUGHVAN said the younger generation is nuch nore
confortable with these policies than others in terns of wanting
them present in order to go to work and feel good about their

conpany.
1: 56: 26 PM
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SENATOR PASKVAN j oi ned the conmitt ee.

M5. COUGHMVAN said equality policies would put Al aska businesses
in the strongest and nobst conpetitive position to attract,
recruit and retain the best and brightest enployees as well as
keep high caliber enployees in the state. Al aska enployers risk
| osing sane sex-couples and their allies to Vancouver, Seattle
or other places where these polices are already in place. Geat
states and cities nust denonstrate a conmtnment to creating
open, healthy and equitable environnents in which to live and
wor k. Businesses would face l|lower recruiting costs wth an
expanded pool of qualified candi dates.

There is sone threat of negative publicity around these issues,
as well. For instance, recently, two enployees of the University
of Montana sued the university system because they were denied
health benefits for their partners. It went all the way to the
Mont ana Supreme Court that ruled in favor of the plaintiffs,
because the University system had a policy that allowed opposite
sex but unmarried couples to receive health benefits. The Court
said you nust treat unmarried sane-sex couples the same; you
cannot discrimnate against one over the other. The University
could have decided to drop that benefit, but it would have
affected a | arge nunber of people already getting it. And they
did make the right choice to keep it. She said the State of
Montana followed suit, and as a result she and her partner were
able to take advantage of the sanme benefits as her coll eagues
do, nmeking her equal to themin the Senate.

M5. COUGHVAN said she w shed she could say Mntana had been
successful in passing statew de non-discrimnating policies, but
that is not the case. They have tried 10 tinmes over the last two
decades to pass additions to their human rights law that would
provide non-discrimnation policies in enploynent, housing,
benefits and public acconmpdations. Even though they have not
been successful, people are getting educated in the process.
This issue has now has noved to the nmunicipalities, like
guestion 5 in Anchorage.

1:58: 55 PM

She said that one city in Mntana had already adopted non-
discrimnation policies and other cities are lining up. It
really does beg for a statewide solution in nmany ways, because
really, do you want your citizens receiving different

protections based on where they happen to work or recreate and
visit?
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MS. COUGHVAN said the reason she asked Jame Geer to chat with
themis because he is on the forefront of the effort to organize
for non-discrimnation benefits in cities across the state of
Montana. She invited himforward to address the commttee.

1:59: 33 PM

JAM E GREER, non-discrimnation activist and |obbyist, Mssoul a,
Montana, said his job primarily is reaching out to business
owners and making sure they understand not just what they are
doing and why it's inportant, but also hel ping them find ways to
cone forward in their support and also change their internal
policies. Right now in Mntana, simlar to what is happening in
Al aska, gay, |esbian, bisexual and transgender residents are not
included in the Mntana Human Rights Act. He is approaching
busi nesses and sayi ng what they are doing is not unique and they
are not al one.

He said that 89 percent of Fortune 500 conpanies in this country
al ready have workplace policies that protect gay and | esbian
individuals, and Wal-Mart Stores, Inc., the largest private
enployer in the world, recently added transgender people to
their nondiscrimnation policy. He is trying to branch out and
build support on a local level using a |ist of substantial
corporations that are doing business located in the Pacific, the
Paci fic Northwest and the West.

MR. GREER said 190 nmmjor businesses achieved the top score of
100 on the Human Rights Canpaign's equality index, which can
easily be found on line. That nmeans that mmjor corporations are
already taking the steps to protect gay and |esbhian enployees

and they are doing this because it makes sense in terns of
keeping the best and the brightest enployees at their

corporations. An increasing nunber of conpanies, |arge and
small, are reinbursing gay and |esbian enployees for the taxes
that they pay on health insurance benefits for their spouses and
donmestic partners. It's a tax that does not apply to

het er osexual married coupl es.

2:02:53 PM
SENATOR MENARD asked where they have gone on a scale fromone to
ten as far as inprovenent.

M5. COUGHVAN answered they have gone from 1l to 7.2. They passed
a non-discrimnation bill out of one House in a previous year.
This year the Senate passed a different equality bill related to
| anguage that remains in their felony laws regarding same-sex
nei ghbors; the House hadn't been cooperating though.
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SENATOR MENARD asked how nmany states favor this issue.

MR. GREER didn't know the specific nunber, but al nbst 50 percent
of Anmericans have either statew de or nunicipal protections.

SENATOR DAVI S wel comed Senator Coughman to the state, commendi ng
and encour agi ng her on her work.

SB_ 28- PRI CE GOUG NG | NVOLVI NG ENERGY RESOURCES

2:05:47 PM
CHAI R EGAN announced consi deration of SB 28.

SENATOR W ELECHOWSKI, sponsor of SB 28, said he had received
many phones calls and emails in support of SB 28 and none
opposing it.

2:07:32 PM
SENATOR G ESSEL asked M. Sniffen, Department of Law, if he had
i nvestigated fuel prices in the past.

ED SNI FFEN, Assistant Attorney Ceneral, Departnent of Law, said
his responsibilities include enforcement of anti-trust and
consuner protection statutes. In that role, he had investigated
fuel prices in the | ast decade.

SENATOR G ESSEL asked if he found any issues.

MR. SNIFFEN replied that pricing investigations are tricky,
because anti-trust law requires finding evidence of collusion or
coordi nated conduct. The departnment has retai ned experts to |ook
at fuel pricing in the State of Al aska, the details of which are
confidential, but they have released a couple of reports setting
out their findings. No evidence of illegal activity - any
collusion or coordinated conduct - had been found of anobng the
refiners, distributors or retailers in the state.

He said one of the good things about this particular bill is
that it would renove the requirenment to actually find collusion
or coordinated conduct. They could | ook at conduct that is just
"unconsci onable.” But the tricky thing would be if determning
unconsci onabl e woul d be any easier than determ ning collusion or
coor di nat ed conduct.

SENATOR d ESSEL asked i f he knew of a definition of
unconsci onabl e.
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MR. SNI FFEN responded that case |aw provi des some guidance on it
using words |ike excessive or exorbitant. In discussions wth
Senat or Wel echowski's office, they decided that unconscionable
would be slightly weasier to identify than collusion or
coordi nated conduct, only because a couple of cases actually
define what that neans, although he didn't know how it would
apply in Alaska. For exanple, in Pennsylvania and Chio they say
unconsci onable neans sonething that affronts the sense of
justi ce, decency and reasonabl eness. Senator W el echowski
pointed out that in nost states, price gouging laws require a
declared state of emergency before the laws kick in; then you
have a baseline. You could point out a conpany that had raised
its price by 300 percent only because Hurricane Katrina cane in
and wiped out a lot of people. But because of Alaska's |ack of
conpetition, distributors and refiners can charge what they I|ike
w thout a declared state of energency, and he had never had to
| ook at an unconsci onabl e price.

SENATOR G ESSEL remarked that he just said he didn't have a
determ nati on of "unconscionable price."

MR. SNI FFEN replied that was right, and he would have to cone up
with a test if this bill passed. Also, if you are going to tel
sonmebody they can't charge sonething, the followup mght be
having to tell them what they can charge. An accounting would be
required to determne what their costs are, what their
investnment risks are and what their return on capital is. Then
it starts to look a lot like regulation, which is what the RCA
does.

SENATOR G ESSEL said page 2, line 2, refers to "fuel for space
heating.” In Anchorage that fuel is natural gas; in other areas
it's diesel. Wat does this refer to and who regulates that
price?

MR. SNl FFEN answered nost diesel fuel that is used for heating
(delivered by a tank wagon or a truck) is the kind of space
heating fuel that would be covered by this bill, but natural gas
could also be used, and that is regulated by the RCA The RCA
does not regulate prices for fuel oil.

SENATOR G ESSEL asked if this |anguage conflicts with the RCA s
regul atory authority over natural gas.

2:15: 09 PM
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MR. SNl FFEN replied maybe, but by default, it would only apply
to the coomodity that is regulated by the RCA. He didn't know if
there would be an actual conflict in the sense that the RCA
woul d not attenpt to regulate this kind of fuel product.

SENATOR W ELECHOWSKI responded that this provision was added in
a commttee several years ago by the Senate Energy Comm ttee; at
that tinme, Senator Hoffman and Senator Stedman were concerned
about high costs in rural and Southeast Al aska, particularly, in
areas that use diesel oil for heating. It was never the intent
to regulate an energy source that is currently regulated by the
RCA.

SENATOR PASKVAN asked M. Sniffen to comrent on the difficulty
in applying a collusion or coordinated conduct standard in a
smaller Iimted market where there could be either an oligopoly
or a nonopoly.

MR. SNI FFEN answered that it's very difficult to find illega
collusion or coordinated conduct in a smaller market, because
prices are displayed for everyone to see. There is no need for
conpetitors to engage in illegal conduct, because everyone knows
what everyone else is doing. Even in Anchorage, where there is
robust conpetition for gasoline, collusion between retailers is
very difficult to wuncover. Several years ago, the Attorney
CGeneral's Ofice found evidence that sone retailers had neetings
and agreed to fix the price on gasoline, and he took action by
shutting the stations down. But absent a "nole" or "whistle
bl ower” who is at those kinds of neetings, it is very difficult
to find.

2:18:51 PM

SENATOR W ELECHOABKI said originally the bill had a specific
trigger of 10 percent higher than Seattle gas prices. Refiners
didn't like that; it was too specific, even though the two

prices had tracked for years. Then they tried using "excessive"
or "exorbitant” and were finally advised by attorneys that using
"unconsci onabl e” was a better standard, because it is used in
other states and in regulatory hearings and has a body of case
law behind it. The Attorney Ceneral has reported investigating
this issue twice, but they have been limted to collusion and
anti-trust issues; they have not investigated whether or not the
prices are unconsci onabl e.

SENATOR W ELECHOWSKI pointed out that all this bill does is

enpower the Attorney Ceneral, if he believes there is evidence
of very high prices wthout warrant, to investigate, and if he
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finds evidence, he can file a lawsuit. He explained that
originally the bill was drafted so that anyone could file a
| awsuit. Tesoro said that their min concern was that they
didn't want to fight 100 Ilawsuits. He was told by the
representative that if that provision were changed to only all ow
the Attorney Ceneral to file a lawsuit, they would not oppose

the bill. The next day after he made the change, Tesoro came in
and opposed the bill. So there are tight restrictions on this
bill; it is designed to protect Al askan consuners.

SENATOR W ELECHOWSKI stated that he was not saying anyone was
acting other than they would in a free nmarket; people are going
to try to nake as nuch noney as they possibly can. The probl em
in the State of Alaska is there is no free market here, and that
situation allows |egal price gouging. This bill just says that
in that situation the Attorney General iIs enpowered to
investigate and if they find evidence of gouging wth
unconsci onabl e prices, they have the ability to file a |l awsuit.

2:22:12 PM
SENATOR d ESSEL noved conceptual Anendnent 1 as foll ows:

| nove that SB 28 be anended to include health care
(from both providers and facilities), rental housing,
and the sale of grocery food itenms. That they be
covered by and subject to the sane anti-gouging
provisions as the refiners, distributors and retailers
of certain energy resources.

She apol ogi zed for the conceptual form and said her anmendnent
was still in drafting. She explained that the Departnent of
Adm ni stration was struggling to contain the accelerating health
care costs. Alaskans pay 50 percent nore for health care than
people in Seattle. In fact, many insurers are sending their
beneficiaries to Seattle for health care services, because the
prices are so high in Alaska. She had heard the sanme about
rental housing and grocery prices in some |ocations.

SENATOR DAVI S asked the sponsor if this anmendment would affect
the title and what his thoughts were on it.

SENATOR W ELECHOWEKI replied the amendnent would require a title
change; he had additional problems with it, because he didn't
think the state should be in the business of regulating the free
market unless it's absolutely necessary. The significant
di fference between groceries, for instance, and gasoline prices,
is that there is one place to buy gasoline; one refiner refines
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80 to 82 percent of gasoline, and another refines 10 percent
There is an oligopoly when it cones to gasoline and heating in
the State of Alaska, but if he doesn't |ike what he is charged
for a dozen eggs or a carton of mlk at Safeway, he can go to
any of another dozen stores that are around. If he doesn't I|ike
what his doctor at Providence charges, he can go to other health
care providers. He has hundreds of choices in rental property.
There is a free market for those itens; there is not a free
mar ket for gasoline. That is the major difference.

SENATOR G ESSEL said many Al askan comunities have extrenely
l[imted grocery and housing opportunities and certain groups
of fer specialized health care. So it does apply to these other
vendor s.

SENATOR W ELECHOABKI said Senator G essel was correct and that
would be an excellent bill for to file on her own and take
t hrough the comm ttee process.

2:26: 47 PM

SENATOR MENARD said she had one strong concern wth the
amendnment and that was that it had not had due process. She knew
the direction in which Senator G essel was going and wanted to
hear from those other industries about why citizens of Al aska
feel gouged, but it's way too late in the session to tackle this
amendment .

SENATOR PASKVAN objected to the anendnent. A roll call vote was
taken. Senator G essel voted yea; Senators Mnard, Davis,
Paskvan and Egan voted nay. Therefore, the anendnent fail ed.

2:29: 05 PM

SENATOR PASKVAN noved to report SB 28 fromcomrittee to the next
commttee of referral wth individual recomendations and
attached fiscal note, if any. Senator G essel objected. A rol
call vote was taken: Senators Menard, Davis, Paskvan and Egan
voted yea; and Senator G essel voted nay. Therefore, SB 28
passed fromthe Senate Labor and Commerce Standing Conmitt ee.

HB 267- REAL ESTATE SALES LI CENSEES/ COM N

2:29:26 PM
CHAI R EGAN announced consideration of HB 267 [2n CSHB 267(JUD)
was before the conmttee].

TERRY HARVEY, staff to Representative Cathy Minoz, sponsor of HB
267, said the conmttee heard the Senate conpanion bill a few
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weeks back. It was sponsored by the chair, so he knew they were
famliar with it. He said this bill resolves three areas of
concern brought to them by the Alaska Realtors Association. It
nodifies real estate law in one area and offers clarity in
several others. The nodifier will allow a |licensee to share a
part of all of their conmssion wth a charitable organization

this is not allowed under current statutes that say a |icensee
can only share that information wth another |I|icensee. This
makes an exception for charitable organizations and pronotes
charitable giving within the industry.

2:31:20 PM

HB 267 also clarifies that a licensed assistant can only work
for one brokerage at a time. It also clarifies the closing
process for a brokerage. Currently, if a broker becones ill or
incapacitated or violates the law, only another |icensed broker
may be assigned by the Real Estate Commission to perform the

i ncapacitated broker's functions. This change allows the
flexibility for the Real Estate Commi ssion to choose anong ot her
licensees for that duty, like a real estate sales professional

This was deened a reasonable concept, because sone areas of
Al aska have only one broker in the entire comunity or perhaps
for many mles. The idea was to allow other licensees to be
designated by the comm ssion to conme in to perform the function
as needed.

MR. HARVEY said the House Judiciary Conmittee broadened the
title to include tenporary permts, licensed assistants and
charitable organizations. Also nore clarity was added to the
i censed assi stant |anguage that now reads:

The licensed assistant is not enployed to perform
activities requiring licensure under this chapter for
nore than one licensed real estate broker.

2:34: 16 PM
SENATOR PASKVAN asked the Al aska Real Estate Conmi ssion's
position.

MR. HARVEY replied the Al aska Realtors Association supported the
changes, and he wunderstood from them that the Real Estate
Commi ssion al so supported the changes.

CHAI R EGAN noted that M. Chanpion was shaking his head yes

SENATOR PASKVAN asked if he knew of any serious opposition from
wi thin the profession.
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MR. HARVEY said he was not aware of any at this tine.

2:35:54 PM

SENATOR PASKVAN nmoved to report 2d CSHB 267(JUD), version I,
fromcomittee to the next commttee of referral with individual
recomendati ons and attached zero fiscal note. There were no
objections and it was so ordered.

2:36: 27 PM
At ease from2:36 to 2:37 p.m

SB 116- WORKERS' COWP.: COLL BARGAI NI NG MEDI ATI ON

2:37:27 PM
CHAI R EGAN announced the consideration of SB 116. He said the
comm ttee would consider an anendnent by Senator G essel.

SENATOR G ESSEL explained that the proposed anmendnent [27-
LS0549\ X. 1] would allow individuals to choose his or her own
health care provider rather than bargaining away that patient
choi ce.

2:38:40 PM

LI NDA HALL, Director, Division of Insurance, Departnent of
Commerce, Community and Econom ¢ Devel opment (DCCED), comrented
that she had done a lot of work with the Wrkers' Conpensation
system as it affects insurance costs in particular. She was
concerned they were |ooking at a new systemthat will only apply
to enployers and enployees that are engaged in a collective
bar gai ning arrangenent. Approxi mately 25 percent of t he
wor kf orce woul d be inpacted by this bill - if they choose to and
they may not. Sone provisions could be advantageous to other
enpl oyers and she wasn't sure why they woul d adopt sonething for
| ess than 25 percent of the state's workforce.

2:40: 28 PM

M5. HALL said that supporters of HB 116 have alleged there would
be cost savings, but in working wth the Division of Wrkers'
Conmpensation, she hadn't found a study supporting that claim A
University of California Berkeley Study of California carve-outs
since 1993 concluded that, "Overall carve-outs do not appear to
harm enpl oyees, sonetinmes they help." Data analysis of one
carve-out showed that it had no effect on costs in dispute
rates.
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She said Alaska's costs are driven by the high cost of health
care. Currently, 76 percent of the costs of our system are
driven by nedical costs in conparison to a 59 percent average
nationwide. So if l|lawrakers allow a deviation from the current
system that has any potential to reduce nedical costs, she
thought it should be sonething that all enployers could engage
in.

M5. HALL said she had heard this system could cause a single
enployer to sinmultaneously run nmultiple workers' conpensation
systens. The Municipality of Anchorage, for instance, has about
seven collective bargaining units. If they each decided to set
up some type of this arrangenment, the nmunicipality would be
running eight different systens (including the state system. It
woul d be a "systemrun anuck."

2:43: 18 PM

She said these are general thoughts she has had. Another concern
was that that they were considering inplenmenting a new program
and yet the Medical Service Review Conmttee, a group that was
formed by this legislature, had made an extensive report with a
| ot of reconmmendations for changes in the system as a whole, and
she hadn't seen any real debate of any of those neasures. This
commttee spent nonths studyi ng new systens, new ways to devel op
fee schedules and had a nunber of recommendations that were in
HB 12. It proposed the adoption of an advisory conmttee to
serve as a sounding board for +the legislature to review
proposal s and nake recomrendations for various types of changes
in an open and transparent environment.

M5. HALL said a nunber of options had been put forward to
i mprove our system including nedical treatnent guidelines and
utilization guidelines. It appears, and it has been stated, that
the admnistration of +this new exenption program would be
through some kind of trust. But the bill doesn't nention the
trust or how it would be funded. Wth today's system costs and
with Montana's reforns, she worried that Al aska would be back in
first place as having the highest workers' conpensation prem uns
in the country - and that is not a place we want to be.

2:45: 07 PM
M5. HALL said that SB 116 also provides for the identification
of nmedi cal t r eat ment provi ders, nmedi cal eval uators and

vocational rehabilitation specialists who would be the exclusive
source of treatnment, but there weren't any principles or
guidelines. So there is a potential for a multitude of little
groups w thout any consistency, and that concerned her in an
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area as critical as workers' conpensation. Basically, she wanted
to see a system whose enphasis is on getting an injured worker
back to work and didn't see this doing that.

CHAI R EGAN asked if she had comments on the anendnent.
MS. HALL answer ed no.

2:46: 22 PM

PAUL GROSSI, |obbyist, Pipefitters and Iron Wrkers, said
adopting the anendnent to SB 116 would elimnate potential cost
savings and they wouldn't be able to support it any |onger.{

SENATOR PASKVAN asked what he thought of the director's concerns
about limted application.

MR. GROSSI responded that her concern was that all enployers and
enpl oyees woul dn't be affected, which is true, but that doesn't
mean it shouldn't be tried. It could potentially be a "pilot
project” from which things could be extrapolated for the I|arger
popul ation. So that is not a reason to stop it.

He said the director's concern about it leading to two different
systens isn't really accurate, because if an enployer thinks
this is not effective for them they could choose to not be a
part of it. No one is being forced into this system This is
j ust enabling | anguage.

SENATOR PASKVAN asked his understandi ng of conpeting physicians
bei ng able to neet and communi cate.

2:50: 55 PM

MR. GROSSI replied that he Is not an expert on this type of
system but to himit nmeans that doctors would be permtted by
law to form groups to bid on these types of systens to get this
wor K.

SENATOR G ESSEL said a 2009 report fromthe M nnesota Departnent
of Labor indicated that the costs have actually gone up in
M nnesota where this system is used over the past few years.
Al aska has an even snmaller pool of health care providers and
although it's simlar to Mnnesota in that Mnnesota is kind of
rural, it has the Mayo Cinic and sone |arge universities. She
asked if he had run any nunbers as far as costs.

MR. GROSSI answered no; Director Hall talked about a smal
California study but he wasn't sure if it was accurate. GCetting
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back to M nnesota, he said you have to |look at costs relative to
the rest of the system He guessed that costs would still go up
in Al aska, but they mght not go up as nuch. Wile he didn't
have any nunbers on workers' conpensation, itself, some of the
| abor groups and their enployers have forned simlar systens for
their health care benefits that have shown a savings.

SENATOR G ESSEL asked if overall he regarded the existing
wor kers' conpensation system as broken - excessively expensive
and slowto settle clains.

MR. GRCSSI replied that he wouldn't couch it as broken yet, but
it is becomng nore expensive, and nost of it is because of
rising health care costs along with sonme litigation. At |east
there is the potential to inprove by trying something different.
The "broken" term could be used in the near future, if they
don't start doing sonething. They should consider Director
Hal | 's suggestions, too, because this neasure is not the one
answer to fix the system

2:55:53 PM

MKE MONAGLE, Director, Dvision of Wrkers' Conpensation,
Department of Labor and Workforce Devel opnent (DOLWD), observed
that Director Hall had nentioned the cost of benefits and how
Al aska has been going back and forth with the State of Montana
for the last 10 years on who is nunmber one and two in the
country on workers' conp costs. Last year, Montana put serious
reforms for mnmedical costs in place, and as a result, the
Nati onal Council on Conpensation Insurance, Inc. (NCCl), the
rating organi zation that also rates Al aska, |lowered the prem um
costs in Mntana by 25 percent, and he had no doubt when the
prem um studies cone out this year that Alaska wll take over
t he nunber one spot on workers' conp costs again.

He al so observed that as the director, he often gets conments
from injured workers that the system is difficult to navigate
and conplex and he fears that adding carve outs would conplicate
it nore.

2:57:59 PM

MR MONAGLE said as far as the selection of nedical doctors
goes, he didn't see any incentive to bring costs down under this
process. The Health Care Conmi ssion's study noted the biggest
cost driver to the system was |ack of conpetition. Just because
you have a list of doctors who step forward to say they are
interested in participating, that doesn't equate to an incentive
to reduce their fees. And unless sonmething is done to reduce
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fees, he didn't see any changes to the nedical costs in the
wor kers' conp system

Finally, M. Mpnagle said part of the legislation presupposes
that a carve-out will reduce costs, but the 2002 Berkel ey study
mentioned by Director Hall and the 2012 State of California
study found no significant differences between rates for a
carve-out enployer and the rates for an enployer who received
their benefits through the insurance marketplace. He had | ooked
extensively and hadn't found a single study that said carve-outs
will, in fact, reduce workers' conp rates.

SENATOR PASKVAN said if you can reduce just the nediation costs
(resolution wthout wusing lawers) and the enployer isn't
required to use the new system there is a chance that nedical
costs could be reduced a little bit, too.

MR MONAGLE referenced the California study that found no
difference in the nunber of disputes in the carve-out process
versus disputes under the workers' conp claim system He said

although it's not in statute, the division already does
nmedi ations; he did 60 last year. One of the things that is
concerning about the process is that although the bill doesn't

mandate nediation, it does say once you choose to nediate, and
once that process is broken off either by the hearing officer or
the parties, it nmust go to arbitration. That process doesn't
sinplify the system but it does add costs to it.

3:01:13 PM

MR. MONAGLE explained that the prior version of SB 116 had an
appel l ate provision saying that the arbitrator's decision could
be appealed to the W rkers' Conp Appeals Conm ssion, but he
didn't see that in the CS, where it would seem as though the
arbitrator's decision wiwuld be final, and that could potentially
| ead to sonme additional adm nistrative costs.

CHAI R EGAN said the conmittee still had questions about Senator
G essel's anmendnent. He held SB 116 in commttee.

3:02: 06 PM

There being no further business to conme before the commttee
Chair Egan adjourned the Senate Labor and Commerce neeting at
3:02 p.m
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