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ACTI ON NARRATI VE

3:21:24 PM

CHAIR KURT COLSON called the House Labor and Commrerce Standing
Conmittee neeting to order at 3:21 p.m Representati ves
Chenault, Reinbold, MIllett, Josephson, Saddler, Herron, and

A son were present at the call to order.

HB 196- SCHOOL DI STRI CT EMPLOYEE HEALTH | NSURANCE

3:21: 53 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 196, "An Act relating to group insurance coverage
and self-insurance coverage for school district enployees; and
providing for an effective date."

HOUSE L&C COW TTEE - 3- April 6, 2013



3:22:35 PM

REPRESENTATI VE LYNN GATTIS, Alaska State Legislature, asked to
present a bill on behalf of the House Education Standing
Comm ttee, which she chairs. She related that the intent of
HB 196 is to help Alaska's public schools wth the ever
increasing cost of health care and |ife insurance benefits for
all enployees; all 53 school districts provide health insurance

coverage for their certified and classified enployees. The
nunber of enployees covered by a single school district ranges
from 6-6, 300 enpl oyees. Each school district each nust obtain
its own insurance policy so coverage and premuns vary wdely
t hroughout the state. This bill would bring all schools into
one group insurance program managed by the state. By joining a
| arger insurance pool, public schools nmay benefit in two

i nportant ways. First, schools can save through cost savings of
a volume discount from participation in a health insurance pool.
Second, schools can save by joining an agency that exists
explicitly to obtain the best possible health care benefits for
its menbers at the | owest possible cost.

REPRESENTATI VE GATTIS predicted that by joining a health
i nsurance pool operated by the state, local school districts
would still retain the right to negotiate the Ievel of enployer
and enployee contributions for health and I|ife insurance
prem uns, which would likely result in cost savings to the
enpl oyees and enpl oyer. In FY 12, enployer and enpl oyee health
i nsurance premum costs, admnistrative costs, and [nedical]
clainms costs for self-insured plans for the 53 school districts

in Alaska totaled nearly $282 mllion. Under this bill, instead
of 53 different nedical insurance progranms, school districts
woul d participate in one health care insurance plan that could
serve 19,000 enployees. Additionally, reducing the cost of
medi cal insurance would allow districts to reallocate funds to
the classroons, where funds are so desperately needed. She
asked nmenbers to nove the bill to the next comrmttee so that

commttee can consider the financial inpacts and benefits for
Al aska's school districts.

3:25:54 PM
REPRESENTATI VE HERRON asked whether the sponsor contacted the
Al aska Muni ci pal League Joint I|nsurance Association (AMLJIA) to

inquire if this organization is interested in expanding its
[i nsurance] pools to provide this service.
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REPRESENTATI VE GATTI S replied she did not.

ERI CK. CORDERO- G ORGANA, Staff, Representati ve Lynn Gattis,
Al aska State Legislature, deferred to the Departnment of
Adm ni stration (DOA) to answer the question on AMLIJI A cover age.

3:26: 33 PM

DANA PARAMO, Superi nt endent, Mat anuska- Susi t na Bor ough School
District (MSBSD), estinated that the MSBSD currently spends
about $30 nmillion on health insurance benefits each year from
its general operating fund, which represents approxinmately 15
percent of its expenditures. She estinmated the average cost of
health care has been increasing 12 percent annually so the MSBSD

could potentially experience a $3.6 mllion increase in health
i nsurance costs. This health insurance cost represents the
equi valent of 36 teaching positions. However, the trend of
i ncreasing health insurance costs is not new. |In fact, over the
past 10 years, the MSBSD s health insurance costs have increased
by 131 percent. She enphasized the necessity to |ower the

health insurance growmh rate and health care expenditures since
the current path is unsustainable.

3:28:14 PM

M5. PARAMO offered her belief that including K-12 school
districts as eligible participants in the statew de benefit plan
would significantly spread the covered enployees over a nuch
wi der base and potentially save all enployees, the school
district, and the state noney. Second, including additional
participants in the nedical insurance pool could significantly
increase the negotiating power of the group wth nedical
provi ders. Fi nal |y, centralizing t he benefi t plan's
adm nistration would elimnate significant duplication of effort
and could reduce the associated adm nistrative costs and the
burden of administration on all school districts. She reported
that the per enployee health insurance cost in the MSBSD is
$13.41 per hour. She thanked the commttee for hearing
testinony on HB 196 and giving public education due
consi der at i on.

3:29:41 PM

STEVE ATWATER, PhD, Superintendent, Kenai Peninsula Borough
School District (KPBSD), testified in favor of HB 196. He
stated that the KPBSD s health care is self-insured and the
district does all it can to contain costs. For exanple, the
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KPBSD has a wellness plan and takes a conservative approach
toward setting benefits. Still, the district has not been able
to slow the rising cost of health care for its enployees. I n
fact, in 2008, the KPBSD s enployees generated close to $12
mllion in nedical clains. Last year, this anpbunt exceeded $21
mllion, which represents a 62-percent increase in just four

years. He offered his belief that a statew de health insurance
system for all school district enployees would lead to health
care cost savings for the KPBSD. Further, he said he's

convinced that the efficiencies enjoyed by a |large pool of
partici pants nust be enbraced by the state. As it stands today,

the KPBSD anticipates a $2.5 mllion shortfall in revenue for
next year, which is less than the anmobunt needed to maintain the
current |evel of service for students. Addi tionally, any cost
savings the KPBSD can realize from reductions in health care
i nsurance could be used to support classroom instruction. At
the district Ilevel, the KPBSD has one full-tine enployee

dedi cated to the self-insurance plan and several other enployees
devote part of their day on health insurance-related tasks. Not
only would a statewi de system save noney in clains, it would
reduce overall expenditures tied to health care. He
acknowl edged that a statewi de system represents a big step for
Al aska; however, he encouraged the commttee to recognize it as
the right step.

3:31: 32 PM

THERESA KEEL, Superintendent, Cordova Cty School District
(CsSD), stated she would like to echo the testinony of M.
Atwater and Ms. Parano. She said the CSD s [health insurance
issues are simlar to] all the other school districts in Al aska,
although the CSD is a nuch smaller district than either the
MSBSD or the KPBSD. She said that the average increase for the
CSD enpl oyee's health care costs has been 11 percent each year.
Based on the information from the CSD s carrier, this year the
district is bracing for a 15 percent increase. Currently, 12.5
percent or $813,000 of the CSD's $6.5 m|lion budget is spent on
heal th i nsurance. Next vyear, the CSD projects this cost to
increase to 18.3 percent of its $5 mllion budget. Further, the
CSD is experiencing declining enrollnment; however, health
i nsurance costs still <continue to rise. It has been very
difficult to provide adequate funding for the tools teachers
need to do their job in the classroom due to health insurance
costs. Any relief the state can give all school districts from
i nsurance costs wll be welconme, she said. I n conclusion, from
her conversations with teachers she believes the CSD teachers
concur with her sentinents. The CSD wants to maintain the |evel
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of benefits the school district currently offers, but if another
provi der can [reduce] the costs of nedical insurance, the CSD
truly woul d support those efforts. She thanked the commttee.

3:33:43 PM

REPRESENTATI VE M LLETT referred to her letter of April 5, 2013,
in menbers' packets from the Cordova School District and asked
whet her she still has concerns about a nonopoly [if the schoo
districts were under the state's plan].

MS5. KEEL responded that in her experience anytinme a nandate is
created by the state the initial costs decrease, but over tine
the costs wll eventually rise due to a lack of conpetition.
For exanple, the CSD experienced this wth the [NEA-Al aska
Health Plan], which the CSD currently uses. The NEA' s costs
were initially low due to their large insurance pool, but over
time these costs have increased [even though] the nmjority of
school districts in Alaska now wuse this organization's
i nsur ance. She concluded that in her experience conpetition
breeds | ower costs.

REPRESENTATI VE M LLETT agr eed. She asked whether the CSD has
any enployees that are part of the health insurance plan for
Publ i ¢ Enpl oyees Local 71.

MS. KEEL answer ed no.
3:35:21 PM

REPRESENTATI VE JOSEPHSON pointed out that in the letter dated
April 5, 2013, M. Keel related her opposition to HB 196;
however, he wunderstood from her testinony today that she
supports the bill. He requested clarification regarding M.
Keel's position on HB 196.

M5. KEEL explained that the letter provided information to the
commttee, including that the school district wants relief from
health insurance costs regardless of the source of the relief.

REPRESENTATI VE JOSEPHSON inquired as to the CSD s current cost
of health insurance. He offered that the state costs are
approxi mately $1, 330 per enployee and asked whether the CSD is
paying |l ess than that for its nedical insurance.

M5. KEEL answered that the CSD's premiumis $1,712 per enpl oyee
per nonth so the state's plan is |ess.
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REPRESENTATI VE JOSEPHSON asked whet her teachers have negoti ated
a share of the cost.

M5. KEEL answered that the teacher's share is 8 percent and the
school district's contribution is 92 percent. She inforned the
committee that the CSD is in the process of negotiating a new
contract and has requested a 50-50 split between the enployees
and the school district for any increases in health insurance
costs.

REPRESENTATI VE JOSEPHSON asked whet her any conparison has been
done to conpare benefits offered in the state's health insurance
plan to ones offered in the current CSD s health insurance
benefit pl an.

M5. KEEL answered no, the conparison has been limted to the
cost since the overall cost would be $400 per nonth |ess per

enpl oyee.
3:37:25 PM

ROB THOVASON, Superintendent, Petersburg School District (PSD)
President, Al aska Association of School Adm nistrators (AASA),
stated that he echoes the positive comments on HB 196. He said
health insurance is essential, but should not be the vehicle
that drains the resources from the critical mssion of school
districts, which is educating kids. The PSD s experience is
somewhat simlar to [others portrayed today]. He related that
in 2010-2011, the PSD used AETNA' s pl an. At the tinme, PSD was
facing a 40 percent increase or $250,000 in health insurance
costs. The PSD switched to the [NEA-Al aska Health Plan], whose
policy was equivalent, but cost $200,000 Iess per year
Additionally, the PSD did not have to pay AETNA' s proposed
$250, 000 i ncrease. However, the PSD is now facing a 15 percent
increase with the NEA' s plan, which represents an increase of
approxi mately $150, 000 per year.

MR. THOVASON related that currently, the PSD s health insurance
costs are approximately $1,650 per enployee, with the school
district paying 80 percent and the enployee paying 20 percent.
He reported that $1.2 mllion of PSD's $8 mllion budget has

been designated for health insurance. He said it is difficult
for a school district the size of the PSD to factor in costs in
the range of 10-15 percent for health insurance alone. I n

conclusion, he said he agrees with the Petersburg School Board -
anything that can be done by an econony of scale to reduce and
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control health insurance costs wll allow the district to
allocate scarce funds to direct support to educate school
chil dren. In conclusion, he said that insurance is critical but
it doesn't have to be the Cadill ac version.

3:39: 57 PM

REPRESENTATI VE JOSEPHSON said he calculated the PSB s per
enpl oyee cost at $1,650 with 20 percent paid by the enployee.
He said the PSD s cost per enployee would total $1,330 per
enpl oyee, which is the sane rate the state would pay, so the
district would break even [under the state's plan.]

MR. THOVASON agreed, but offered his belief that it is also
important for enployees and the district to have access to
sonet hi ng better.

3:40: 47 PM

REPRESENTATI VE M LLETT asked whether anyone from the Public
Enpl oyees Local 71 would be testifying to clarify the three
optional plans for their health care.

CHAI R OLSON answered yes; noting the Public Enployees Local 71
is scheduled to testify at a |ater hearing.

3:41: 36 PM

BECKY HULTBERG Comm ssi oner, Departnment of Administration
(DDA, commented that the only accurate way to conpare plan
coverage is by an actuarial value of the plan. She expl ai ned
that the conparison should not only consider the nonetary
contribution, but the actual benefits that are offered or not

offered in the nedical insurance plans. Agai n, she cautioned
that w thout an actuarial conparison it can get very difficult
to conpare health insurance coverage. She reported the
department spends an inordinate anmount of tine nmanaging health
care costs. She offered her belief this is the second nost
pressing economc issue in the state and enphasized the
i mportance of grappling with health care costs. Al aska has
experienced a greater increase in health insurance plan costs
than many other states. Managi ng expenses has been one of the

core functions of the departnment since health care costs are
subject to sonme of the largest and fastest growing rate
I ncr eases. The state currently nanages several health care
pl ans, but she offered to focus on the active and retiree's
heal th insurance plans which cover approximately 85,000 people.
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She noted that approximately 40 percent of retirees reside
out si de Al aska. The conbi ned annual cost for the plan is $600
mllion. Both state health care plans are self-insured wth
claims nmanaged by a third-party adm nistrator, which processes
the clains, negotiates network discounts, and receives paynment
on a per-nmenber per-nonth basis.

3:44: 57 PM

COWM SSI ONER HULTBERG then turned to the costs for health care
pl ans. First, health insurance costs depend on the network of
providers and the discounts offered. Second, the health

i nsurance premuns are based on a per-nenber per-nonth cost.
The nunber of high cost claimants also affects the overall cost

of nmedical care as does the "per unit" cost, which is
essentially nedical inflation. Finally, costs are based on
utilization or the frequency in which nmenbers use the services,
and the types of services used. However, alnost all of the

costs can be inpacted by the volunme or the nunber of people in
t he plan. She reiterated the Al askaCare active plan has 16, 400
menbers, including dependents. In its current form this bill
woul d add an estimated 47,000 nenbers to the existing plan.
Theoretically, this increased volune could be advantageous since
the pool size could be used to |everage deeper discounts and
|ower the third-party admnistrator's costs. In fact, |I|arger
pools can reduce risk so the inpact of high-cost claimants is
nore | eveled out over tine. Additionally, a larger pool could
also inpact a per-unit cost for services and wutilization.
Finally, the plan design can affect use which in turn affects
the overall costs. She concluded that the departnent's focus is
to provide value for state enployee nenbers, which neans the
cost of services, the quality of services, and the value to the
state.

3:46: 56 PM

COMWM SSI ONER HULTBERG indicated that the state pays a |arge
percentage of the health insurance costs for enployees, but it
al so pays for enployees as retirees. Thus, the state is not
only responsible for a considerable anmbunt of funding for the
pl an today, but for the experience of these plans in the future.
Therefore, the state has a vested interest in the enployee's

health, the plan design, and in the overall cost of the
heal t hcare pl an. Currently, the state has been taking a
fragnment ed, uncoordi nated approach to managing health insurance
within the school districts, including that in sonme school
districts nultiple plans may exist. For exanple, the Juneau
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School District (JSD) offers four different plans within the

school district. She questioned whether it is better to manage
the plans in a fragnented way or to explore managing themin a
cohesive and integrated rmanner. In response to a question,

Comm ssioner Hultberg answered that the state has 6,500 active
state enpl oyees, but including dependents the total [covered] is
16,400. This bill would add an additional 47,000 nenbers to the
pool . In further response, she added that the state covers
approxi mately 60, 000 retirees.

3:48: 17 PM

REPRESENTATI VE M LLETT referred to the fiscal note, which would
add 12 additional staff. She wondered if these additional
positions will also cover the growing retiree pool.

COWM SSI ONER HULTBERG answered that the state is already working

to address the retirees. Currently, the state is working to
address how to manage the state's active enployees. 1In response
to a question, Comm ssioner Hultberg answered that the state
manages four health insurance plans, including one small plan

with seven nenbers. She informed the commttee that the small
specific plan would be elimnated this year.

3:50:16 PM

COWM SSI ONER HULTBERG, in response to Representative Josephson

identified what the state considers to control costs, including
network discounts, administrative fees, high cost claimnts,
medical inflation, and utilization. In reference to the
adm nistrative fees, she noted that an Institute of Social and
Econom ¢ Research (ISER) study identified that $1 of every $10

spent on heal th care IS spent on heal th i nsurance
adm nistration, which isn't an insignificant burden in terns of
costs. She highlighted that appropriate wutilization neans

having the right care available at the right tine.
3:51:40 PM

REPRESENTATI VE JOSEPHSON sai d he was curious about differentials
in the rural school districts where services are nore expensive
in rural Al aska. He acknow edged that perhaps changing to a
statewide plan would soften sonme [the higher expense for
services in rural Al aska]. However, he surm sed that others
woul d have to absorb those [higher costs].
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COMWM SSI ONER  HULTBERG highlighted that currently the state
covers many state enployees, including sone in very rural areas
of the state. Therefore, the state has sone |evel of experience
with the cost of providing care in rural Al aska. Al t hough she
agreed the cost of serving enployees who reside villages is nore
expensi ve, absent clains data on those individuals [the state is
serving in rural Alaska] it is difficult to nake a very detailed
anal ysis on the inpact.

3:53: 06 PM

REPRESENTATI VE REI NBOLD asked for further clarification on the
nunber of state enployees as she thought there are nore than
6, 500.

COWMWM SSI ONER HULTBERG  answer ed t hat t he state enpl oys
approximately 6,500 enployees and including dependents totals
16, 400. However, she confirned that there are nore than 6,500
state enployees Currently, the state funds four union health
trusts for which the state provides a per nenber per nonth
paynent to the trust and the trust provide health care to the
enpl oyees. As in the school district context, those are
cont ract ual arrangenments through the bargaining process.
Comm ssioner Hultberg related that the [departnent] has been
transparent regarding wanting to have those enployees in the
state's pool as the departnment also believes it would be in the
state's advantage to have the union enployees in the pool. She
acknow edged that would be sonething that would have to be
addressed at the bargai ning table.

3:54: 33 PM

REPRESENTATI VE REI NBOLD asked whet her the exenpt enployees woul d
receive the sane coverage as the general governnment unit (G3J)
pl an.

COWM SSI ONER HULTBERG clarified that she thinks Representative
Reinbold is referencing a different bill before the |egislature
that would extend provisions bargained for in the current
contract to the non-covered enpl oyees, which includes |eave, pay
increnents, and the cost-of-1iving adjustnent.

REPRESENTATI VE REI NBOLD asked how that bill would inpact the
state's budget.
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COW SS| ONER HULTBERG answered that the aforenentioned bill wll
have a fiscal note. She offered to further discuss the bill
Wi th Representative Reinbold at a later tine.

3:55:34 PM

REPRESENTATI VE SADDLER asked whether any other states have
coordi nated or consolidated health care coverage by conbining
educati onal enployees with state enployees, and if so, what has
been the experience.

M KE BARNHI LL, Deputy Comm ssioner, Ofice of the Comm ssioner
Department of Administration, answered that he has not done a
state-by-state analysis; however, he recalled that |Indiana
of fered an optional program for school districts to opt into its
active health care plan. In further response to a question, he
answered that he did not have any additional information.

3:56:43 PM

REPRESENTATI VE HERRON asked whether the adm nistration supports
this concept and whether it makes sense to create an insurance
pool .

COWM SSI ONER HULTBERG answer ed t hat currently t he
[administration] is not taking position on HB 196, but would
like to speak from a philosophical standpoint on the value of
i nsurance pooling.

3:57:15 PM
REPRESENTATI VE SADDLER asked whether any factors in Al aska
specifically work in favor or against this type of health

i nsurance plan in Al aska.

COMWM SSI ONER HULTBERG nentioned three factors in Alaska as

uni que. First, Alaska is unique in its geography. Second,
Al aska has a small population. Third, some areas of Al aska have
a significant concentration of nedical -care. She offered her

bel i ef t hat addressing these specific factors can be
chal I engi ng; however, she thinks [health care plans] could be
better addressed through |arger pools of enployees, rather than
negoti ating [coverage] for small pools of enployees.

3:58: 09 PM
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REPRESENTATI VE CHENAULT asked whether all state enployees are
required to have state health insurance.

COWMM SSI ONER HULTBERG answer ed yes.
3:58: 27 PM

REPRESENTATI VE CHENAULT suggested one possible savings the state
m ght consi der. He highlighted double coverage exists, such as
one person mght be an enployee of a school district, but
hi s/her spouse is a state enployee, and the coverage creates
doubl e coverage. He suggested that offering choices for sone
enpl oyees to select one good policy could result in cost
savi ngs.

REPRESENTATI VE HERRON asked whether the private sector health
i nsurance pools should be considered as an option. He referred
to the pool insurance previously nentioned through the AM.JIA,
whi ch provi des vari ous pool i nsurance for facilities,
muni ci palities, and workers' conpensati on.

COWM SSI ONER HULTBERG answered that the state offers a pool for
political subdivisions, which is nanaged by AETNA. She recalled
the private sector also has one nmanaged by Prenera. The
chal | enge has been sone people are noving between the two pool s.

MR. BARNHI LL remarked that the issue is one of scale. The
| arger scale pool has Ilower risk in insurance pooling.
Additionally, the larger scale pool has nore options to |everage
the coverage into better discounts. The state has a pretty
| arge pool, but one could argue it could be l|arger, he said

This year the state experienced sonme high-cost clainmants, which
increased the state's total costs by an additional $8-9 mllion.
These high-cost claimant's costs are spread throughout the pool;
however, if it was a bigger pool the costs could be spread
further and would tend to decrease the overall health care costs
for everyone.

4:01: 23 PM

REPRESENTATI VE M LLETT requested a breakdown between urban and
rural state enpl oyees.

COWM SSI ONER HULTBERG of fered to provide the information.

4:02: 01 PM
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REPRESENTATI VE REI NBOLD asked for clarification on the nunber of
uni on trust enpl oyees.

COMWM SSI ONER  HULTBERG answered the union trust enpl oyees
probably nunmber about 11,000 enpl oyees. She assuned the state
has approximately 17,000 state enployees and dependents. She
offered to ask the Division of Personnel for the exact nunber of
enpl oyees.

4:03: 33 PM

REPRESENTATI VE SADDLER asked whether any benefits exist to
maki ng the health insurance becone portable. He wondered if it
woul d be helpful in circunstances in which an enployee who is
covered by one school district noves to another school district.

COM SSI ONER HULTBERG agreed it would nmake noving from one
position to another nore seani ess. She pointed out that sone
school districts have separate plans for the admnistrative
conponent, the teachers, and the support staff, yet the plans
can have wide variations in ternms of the cost and the coverage.
She concluded that it would be helpful to have portable health
i nsurance.

4:04: 36 PM
CHAI R OLSON asked for clarification of the fiscal note.

MR. BARNHI LL referred to the DOA's fiscal note for $100 million
[ dated 4/5/2013]. He explained that this bill contenplates
47,000 additional people added to the health insurance pool,
which would quadruple the size of the pool. He said that
typically, the admnistration for a pool would have 3-4 nonths
of reserves, to protect the pool against clains spiking. The
departnment's rough estimate for 47,000 additional people would
be $100 million. He provided a brief summary of the fiscal note
calculation, noting in FY 12, the total health insurance cost
for all school districts was $282 million. This bill wll take
effect in FY 15 with sone people noving into the health
insurance plan in FY 15 and the renainder in FY 16. The rough
estimate of costs covering four nonths of reserves totals $100
mllion.

4:06: 20 PM

MR. BARNHI LL said HB 196 contenplates the $100 million could be
drawn from the public education fund over a 10-year period to
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pay costs. To begin with the state doesn't know anythi ng about

the health of the pool of 47,000 school district enployees. It
could be a healthier population than the state's current pool or
it could be a less healthy population. However, even if the
state knew the health of the proposed incom ng popul ation, the
state still wouldn't be able to predict the relative health of
that population in two or three years. Thus, having access to

the $100 million is of vital inportance since the state doesn't
want to run its current reserves dry. Further, in order to hold
the public education fund harmess, there is a payback. The
state would bill the school districts for the first four nonths
of clains and the school district would have ten years to pay.
Once the state receives the payback, it would be funnel ed back
to the public education fund. He pointed out the fiscal note
shows the draw on the public education fund all in the same year
for ease of reference, but in reality the draw woul d happen over
a period of years. The fiscal note reflects $10 mllion in each
year anticipating the state collecting the funds back over a
ten-year period and subsequently depositing it to the public
education fund.

[HB 196 was hel d over.]
4:08: 35 PM
The committee took an at-ease from4:08 p.m to 4:09 p.m

HB 169- RCA REGULATI ON OF TELEPHONE DI RECTCORI ES

4:09: 39 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 169, "An Act relating to the authority of the
Regul atory Conmmi ssion of Alaska to regulate the production and
di stribution of tel ephone directories.™

4:09:47 PM

ANNA LATHAM Staff, Representative Kurt O son, Alaska State
Legislature, stated HB 169 would elimnate the requirenment for
regul ation and production of telephone directories by the
Regul atory Conm ssion of Alaska (RCA). Currently, the Al aska
Adm nistrative Code (AAC) requires the RCA oversight on the
production and distribution of white page directories. She
specified that this bill only applies to the white pages and not
to the yell ow page directories. Wth the w despread use of cell
phones, people now create their own directories wth address
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books on their phones and other nobile devices and no | onger
rely on white page directories. According to a 2008 @Gllup
survey, only 11 percent of households across the US. rely on
white page directories. These directories are increasingly
inconplete since they are cyclical, distributed only once per
year, and do not include nobile |istings.

M5. LATHAM said according to the National Center for Health
Statistics, in 2009, one of every four households did not have a
land Iine and relied conpletely on cell service. She expl ai ned
that many custoners with land lines request their nunbers be
unlisted, and therefore, the phone nunbers are unpublished;
sonetimes [the anount of unpublished nunbers] reaches 40

percent. Consuners have expressed strong opinions about
receiving printed directories and often return them Many
consumers express concern over environnental inplications of

di stributing paper directories, which are imediately recycl ed.
Finally, many places throughout the state do not offer recycling
and these directories go directly to landfills. In an effort to
noderni ze Al aska's regulatory requirenents, HB 169 would allow
t el ecomruni cation providers to directly neet the wants and needs
of their custoners.

4:12: 05 PM

REPRESENTATI VE RENIBLD noved to adopt the proposed comittee
substitute (CS) for HB 169, | abel ed 28-LS0593\U, Nauman, 4/5/13,
as the working docunent.

[CHAIR OLSON treated it as though he had objected for the
pur pose of discussion.]

M5. LATHAM explained that the proposed commttee substitute,
Version U, elimnates [subsection c¢] and thus deletes the
definition for "conpetitive |ocal exchange narket". The
rationale was to streanline the legislation and elimnate the
possibility of phone wars.

4:13: 00 PM
REPRESENTATI VE SADDLER said he uses the white pages. He asked
if the RCA requires a tel ephone service provider to issue white

pages.

M5. LATHAM answered that all telecommunications providers within
the state are required to distribute and produce telephone
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directories. In further response, she agreed this bill would
make it optional.

REPRESENTATI VE SADDLER asked whether any white page directories
will be distributed once it beconmes optional

M5. LATHAM recalled 16 states plus the District of Colunbia have
adopted simlar legislation, but all have optional prograns.
Each state offers options to address the lack of a directory.
She recalled Ohio has a call center and California requires
every phone bill nust include the phone nunmber for custoners to
request a phone directory.

CHAIR COLSON renoved his objection. There being no further
obj ection, Version U was before the conmttee.

4:14: 29 PM

LEONARD STEINBERG Senior Vice President, Legal Regulatory &
Government Affairs, Alaska Communications, stated that he would
like to testify in support of HB 169, which he said will correct
an anbiguity in the |aw The Al aska Public Uility Act, AS
42.05, specifically describes the boundaries of RCA s authority.
Wth respect to teleconmunications, the statute precisely
defines the technical characteristics of the services to be
regul at ed. He said the RCA's jurisdiction does not extend to
the production and distribution of telephone books, yet for
years | ocal exchange tel ephone conpanies have been required by
the RCA to produce printed copies of white page telephone
directories. This bill would provide needed clarification by
removing this issue from the RCA s purview Tel ephone books
| ack the wuseful ness they once had and are |argely unwanted by
cust onmers. In fact, telephone directories do not include
W reless nunbers, or those used by Skype, Face Tine or other
voi ce-over-Internet providers. Nunerous land line customers
have requested their nunbers be unlisted and as nore custoners
use personal, digital, and Internet-based directories, customers
have becone increasingly upset about receiving unwanted
t el ephone directories. The RCA recently granted partial and
tenporary relief from the mandatory regulations, allowing an
opt-in for subscribers to request continued deliveries of white
pages, but the results in Anchorage are very telling. o
120, 000 subscribers less than 5,000 requested continued delivery
of the book fromthe prior cycle.

4:17:25 PM
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MR. STEI NBERG said while the RCA has granted limted relief, the
need for subsequent rulenmaking mneans the final outcome is
uncertain and wll take at least four to five years of
regul atory oversight and proceedings to determ ne. The
addi ti onal proceedings would create unnecessary work for Al aska
Communi cations Systens (ACS) and simlarly situated conpanies
and for the RCA, particularly in light of the questionable
authority to regulate telephone directories. The ACS strongly
bel i eves AS 42. 05. 145 never contenplated the regul ati on of phone
books and urges the legislature to act now to make that clear
and to ensure that white-page directories are not subject to
further regulatory oversight. He said ACS supports the proposed
conmittee substitute for HB 169, Version U

MARK MODERO, General Comrunication Incorporated (GCl), stated
that GCI supports Version U

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 169.

4:19:41 PM

REPRESENTATI VE REI NBOLD noved to report the proposed comittee
substitute, (CS) for HB 169, |abeled 28-LS0593\U, Naunan,
4/ 5/ 13, out of committee with individual recomendations and the
acconpanyi ng fiscal not es. There being no objection,
CSHB 169(L&C) was reported from the House Labor and Commerce
Standi ng Comm ttee.

4:20: 09 PM
ADJ OQURNNMENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:20 p. m
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