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REPRESENTATI VE SHELLEY HUGHES

Al aska State Legislature
Juneau, Al aska
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PCSI TI ON STATEMENT: Testified as prinme sponsor of HCR 15.

KONRAD JACKSON, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Expl ai ned Anendnent 1 to HCR 15 on behal f
of the sponsor, House Labor & Commerce Committee, Representative
Kurt O son, Chair.

JANE DALE, Legislative Affairs

Al aska Air Carriers Association (AACA)

W1l ow, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HCR 15.

ANNA LATHAM St af f

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Testified on HB 370 on behalf of the
sponsor, the House Labor & Conmerce Committee, Representative
Kurt O son, Chair.

LORI W NG HEI ER, Acting Director

Di vision of Insurance (DA)

Depart ment of Comrerce, Conmunity & Economi c Devel opnment ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT: Testified and answered questions during the
di scussi on of HB 370.

M CHAEL MONAGLE, Director

Central Ofice; Division of Wrkers' Conpensation
Departnment of Labor & Workforce Devel opnent ( DLVD)
Juneau, Al aska

POSI TI ON STATEMENT:  Answered questions regarding HB 370.

S| DNEY SEE
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified during the discussion of HB 370.

JANE PI ERSQN, Staff

Representative Steve Thonpson

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 152.

M CHAEL BARNHI LL, Deputy Comm ssi oner
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Depart ment of Adm nistration (DOA)
Juneau, Al aska
PCSI TI ON STATEMENT: Testified regardi ng HB 152.

KATHY LEA, Deputy Director

Central O fice; Retirement and Benefits

Department of Adm nistration (DOA)

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 152

KATH E WASSERVAN, Executive Director

Al aska Muni ci pal League (AM.)

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 152

ACTI ON NARRATI VE
3:23:42 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:23 p.m Representatives Herron,
Josephson, Reinbold, and Saddler and O son were present at the
call to order. Representatives MIlett and Chenault arrived as
the neeting was in progress.

HCR 15- TASK FORCE ON UNVANNED Al RCRAFT SYSTEMS

3:23: 56 PM

CHAI R OLSON announced that the first order of business would be
HOUSE CONCURRENT RESCLUTI ON NO. 15, Relating to the continuation
of the Task Force on Unnmanned Aircraft Systens.

3:24: 56 PM

REPRESENTATI VE SHELLEY HUGHES, Al aska State Legislature, stated
that the resolution wll allow the Task Force on Unmanned
Aircraft Systens to continue. The task force was forned |ast

year and primarily addressed privacy and |aw enforcenent use.
She described the technology as energing technology and
anticipated other issues will surface and HCR 15 would allow the
task force to continue to operate. The task force's approach
has been to address problens as they arise. She said resolution
also w1l change the nmenbership.

3:26:34 PM
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REPRESENTATI VE REINBOLD nade a notion to adopt Amendnment 1,
| abel ed 28-LS1190\ U. 2, Strasbaugh, 3/4/14.

Page 1, line 1:
Delete "the continuation of"

Page 2, following line 22:
I nsert a new paragraph to read:

"(2) t he conm ssi oner of commer ce,
comunity, and econoni ¢ devel opnent or t he
conmi ssi oner's desi gnee; "

Renunber the follow ng paragraph accordingly.

Page 2, line 23:
Del ete "one"
| nsert "three"
Del ete "nenber"
| nsert "nenbers”

Page 2, line 24, following "representatives":

Insert ", two of whom shall be participants in
the unmanned aircraft system industry who have
experience operating unnmanned aircraft systens”

Page 3, line 13, follow ng "systens":
Insert "to encourage devel opnent of the private
sector unmanned aircraft systemindustry"”

CHAI R OLSON obj ected for the purpose of discussion.
3:26:51 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legislature, stated that that Anendnent 1 was developed in
conjunction with the sponsor and other nenbers. He expl ai ned
the idea is to make the Task Force on Unmanned Aircraft nore
commerce friendly. Amendnent 1 adds the conm ssioner of DCCED
or the comm ssioner's designee to the task force. It would also
add two additional public nenbers to encourage public
participation. He referred to lines 18-19 of Anendnent 1, which
require two public nenbers who have experience piloting unmanned
aircraft. He also referred to lines 22-23 of Amendment 1, which
encourages the task force to develop the private sector unmanned
aircraft systemindustry in the state.
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CHAIR COLSON renoved his objection. There being no further
obj ection, Anendnent 1 was adopt ed.

3:28:41 PM

JANE DALE, Legislative Affairs, Alaska Air Carriers Association
(AACA), stated that ACCA has supported the work the Task Force
on Unmanned Aircraft has done to clarify privacy issues and to
further the integration of the unmanned aircraft systens (UAS)
into the system As they becone part of the aviation culture
and further commerce in Al aska, the AACA supports the extension
of the UAS task force to 2017. The ACCA al so supports adding a
seat for the ACCA's nenbership on the task force since its
menbership currently encounters the craft in national airspace.
The U S. Departrment of the Interior (DO) recently received
Federal Aviation Admnistration's (FAAs) approval for unmanned
air system use that streanlines past procedures for operation.
She related that University of Alaska (UA) is operating UAS
under the auspices of research and this past year |aunched the
first commercial endeavor. These successes conme wth concerns,
conflicts, and potential issues from traditional air carriers
operations so air carriers wuld appreciate participating in the
task force to research and make recomendations to resolve
i ssues. She thanked nmenbers for the opportunity to testify.

3:30:34 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HCR 15.

REPRESENTATI VE HERRON jested that he hoped by the end of task
force at |least one legislator will know how to operate the UAS.

3:31: 24 PM

REPRESENTATI VE REI NBOLD noved to report HCR 15, as anended, out
of comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being no objection, the CSHCR
15 (L&) was reported from the House Labor and Comrerce Standi ng
Commi ttee.

3:31:55 PM
The conmttee took an at-ease from3:31 p.m to 3:34 p.m

HB 370- AWCB CONTROLLED SUBSTANCE PRESCRI PTI ONS
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3:34:33 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 370, "An Act relating to enployer drug testing

requiring the Al aska W rkers' Conpensation Board to adopt
regul ations relating to the prescription of controlled
substances to enployees; and I|imting the prescription of
control |l ed substances to enpl oyees."

3:34:40 PM
ANNA LATHAM Staff, Representative Kurt O son, Alaska State

Legislature, stated that HB 370 requires Alaska Wrkers'
Conmpensation Board (AWB) to adopt regulations relating to

limting controlled substances to enployees. Section 1 would
aut horize enployers to drug test injured workers for controlled
substances prescribed to the enployee listed in schedule IA

under AS 11.70.140 if +the enployee has been prescribed a
controlled substance for nore than 90 days as the result of a
wor kers’ conpensation claim

M5. LATHAM related that Section 2 requires the Wrkers
Conmpensation Board to adopt regulations relating to the
prescription of controlled substances to inplenent Section 3.
Section 3 would Iimt a physician's prescription of a controlled
substance listed in schedule |A wunder AS 11.71.140, or a
controlled opium substance in schedule I1lA under 11.71.160, or
schedule VA under AS 11.71.180. She stated that HB 370 wl
di scourage the use of long-term opioids by restricting the
prescription to a 30-day supply. In addition, the bill would
all ow enployers to drug test enployees who have been prescribed
schedule 1A controlled substances for nore than 90 days,
primarily to see if the prescription is being diverted
Statistics show that one in four prescriptions are used by
soneone who has not been prescribed the nedication. These
prescriptions are paid for by the enployer, directly or through
i nsurance prem uns.

M5. LATHAM stated that the drugs referred to in HB 370 are
synthetic versions of opium derived drugs. Under AS 11

controlled substances are classified into six categories, wth
schedule I A having the highest degree of danger to the public

and Schedule VI having the |owest degree of danger. For
exanpl e, norphine is classified as a schedule I A drug, marijuana
is classified as a schedule VI drug, and schedule IIl1A and VA

drugs are considered opioid derivatives that vary in strength,
i ncluding drugs such as codeine. The use of higher dosage can
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lead to addiction, increased disability, work loss, and even
deat h. She referred to statistics in nenbers' packets on
wor kers' conpensation cl ai ns.

3:37:51 PM

M5. LATHAM stated that |ast year, approximately 200 deaths due
to opioid abuse were a result of workers' conpensation clains.
Not only is prescription drug abuse a public health and safety
i ssue, prescriptions are also a "cost driver" for workers

conpensation prem uns. Alaska has the highest workers

conpensation insurance premuns in the nation. In 2011,
prescription drugs conprised alnost 20 percent of nedical costs
for workers' conpensation clains in Al aska. Prescriptions were
covered by workers' conpensation in 90 percent of the cases of
wor kers who missed a week or nore of work. Sixty to 80 percent
of workers' conpensation injured workers received opioids as
part of their prescribed medicines. Al aska, along with nany
ot her states, has been working to address the overuse and m suse
of opioids, and many states have also inplenented reforns. Sone
states have restricted physi ci an di spensi ng practices,
i npl ementing pain managenent guidelines and restricting the
dosages and length of tine that opioids can be prescribed.
Additionally, there has been an increase in the use of random
drug testing in workers' conpensation claimnts who use | ong-
term narcoti cs.

3:39:19 PM

M5. LATHAM shared statistics in nenbers' packets from the
Lockton report [August 2012]. In a 2011 report, based on a
sanple of 939,000 screenings, 71  percent of wor ker s

conpensation claimants on chronic opioid therapy are not taking
their pain nedication as prescribed due to m suse or abuse; 38
percent of patients were found to have no detectible |evel of
prescribed nedication in their system 29 percent had
nonprescri bed nedication; 27 percent had drug |evels that were
hi gher than expected; and 11 percent had illicit drugs in their
system These 2011 statistics were based on a sanple of 939, 000
screeni ngs, she said. She enphasized that the statistics
reiterate the need for opioid prescriptions and allow ng
enpl oyer drug testing in workers' conpensation clai ns.

3:40: 36 PM

CHAIR COLSON reported on other bills the commttee has been
working on including one that wll address physician dispensing
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of opioids, including one for possible introduction next year to

address best practices for pain nanagenent that will tie in with
this issue and a fee schedule bill. He reported that nany
jurisdictions are working on bills simlar to HB 370, which is
having a significant inpact on workers' conpensation. He said
if patients are not taking their nedication they may not be in
pain and nay have found a new | ob. He said the intention of
this bill is not to step between the doctor and the patient, but

to support the belief that doctors should see their patient nore
often before providing automatic refills on drugs such as
Oxyconti n.

3:42: 32 PM

REPRESENTATI VE JOSEPHSON asked whether the goal is to |ook for
crimnal m sconduct.

M5. LATHAM answered no; however, the nmain intent of the bill is
to lower costs for workers' conpensation pren uns. Thus, one
way to cut costs is to restrict insurance from paying for opioid
prescriptions that patients have not been taking.

3:43: 11 PM

REPRESENTATI VE JOSEPHSON understood that patients nmay take too
many or too few pills. He asked whether she could identify the
stronger goal

M5. LATHAM answered that the sponsor is particularly concerned
with prescriptions that are not being taken by patients. The
reason she nentioned the w despread abuse due to w despread
prescription drug abuse and that topic could render sone
famliarity for nmenbers. The intent of the legislature is to
nmoni t or workers' conpensation patients taking opioids and ensure
that enployers do not pay for prescriptions being paid for under
wor kers' conpensation if the patients are not taking the drugs.

CHAIR OLSON conmented that wurinalysis (UA) has been used in a

nunber of occupations for a variety of reasons. In this
instance, if the wurinalysis test cones back "clean" and the
patient is still collecting prescriptions, it is automatically

assunmed the injured worker is ready to go back to work or they
have a new profession and the drugs are being diverted to
someone who is not the patient.

3:44: 34 PM
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REPRESENTATI VE JOSEPHSON reported that four major U.S. Suprene
Court cases and at |east one major Al aska Suprene Court Case
have been issued [regarding drug testing]. These are consi dered
searches under the fourth anmendnent [of the U.S. Constitution].
That doesn't nmean that the testing can't sonetinmes be done, but
there is a "special needs" test required. He asked whet her
anyone has vetted this bill with the l|egislative |egal counsel
on whet her the "special needs" test has been net.

M5. LATHAM answered no; however, the statute that this bill
falls under is wthin enployer policies so it would allow
enpl oyers to recognize that drug testing will be part of the
condition for enploynent.

3:45:42 PM

REPRESENTATI VE JOSEPHSON related a scenario in which the
pati ent/workers' conpensation claimant sinply didn't want to
develop a habit and made the decision not to take the
prescription. He asked whether it can be inferred that the
patients nust be "dealing the drugs."”

M5. LATHAM answered absolutely not. She indicated that if the
patients are restricted to a 30-day supply and the enployees
chose not to take the drugs, there wouldn't be any reason for
t he enpl oyees to obtain nore than a 30-day.

CHAIR OLSON added that the doctor can renew the prescription,
but the bill requires sone oversight and not allow the patient
to have over three nonths of prescription drugs.

M5. LATHAM offered her belief that approximtely 15 states have
enacted sonething simlar.

CHAI R OLSON al so added that it has been "court-tested" in those
st at es.

3:46: 54 PM

REPRESENTATI VE JOSEPHSON referred to a 2001 EPD deci sion, which
enphasi zes the privacy clause. He asked whether this would
resul t in nore workers' conpensation litigation because
enpl oyers and their insurance conpanies said, "You're not truly
i njured. You couldn't because you're not taking your mneds.
Your pain nust not be that great. Therefore, you' re healed.”

He wondered if there is any concern that this could create other
sorts of problens.
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M5. LATHAM did not believe that HB 370 would lead to increased
litigation, but it nost likely wll stop extra prescriptions
frombeing witten and not being taken by the patients.

CHAI R OLSON noted the departnents could also testify.
3:48: 02 PM

REPRESENTATI VE M LLETT related her recent experience with a
series of back problens, noting she was shocked at the anount of
a 90-day supply of opioids, including Valium and Xanax.
obtaining a 90-day supply nmeant that she didn't need to see her
doctor during that period. Al t hough she acknow edged that she
is not on a workers' conpensation claim she also recognized a
distinct need to keep workers' conpensation clainms costs down.
She suggested limting the aforenentioned prescription drugs to
a 30-day supply, which should be sufficient for injured workers
in an ongoi ng workers' conpensation claim

REPRESENTATIVE M LLETT said she was astonished this [limt]
hasn't been previously put in place since one problemthe police
encounters is the sale of illegal prescription drugs. One of
her prescriptions got stolen, noting insurance will not pay for
it unless the theft was reported to police. She reiterated her
surprise at the amount of opioids in a 90 day supply, noting
that some of drugs cost upwards of $2,000. She enphasi zed the
i nportance to have control over that process to have patients
see their doctors for continuation of care, with the outcone and
goal to have the workers' conpensation claimnt go back to work.
She appreciated HB 370, especially due to the understandi ng she
gained from her own experience with chronic back problem since
it helped illustrate the quantity of drugs. She enphasized that
this bill attenpts to try to keep illegal drugs off the street
and ensure that workers' conpensation claimnts are using the
drugs in an efficient manner with the goal to get workers

conpensation clainmants back to work, since medical costs is one
of the biggest expenditures for enployers and the state.

3:52: 03 PM

REPRESENTATI VE SADDLER asked for the level of accuracy of the
"UA" or drug tests.

M5. LATHAM offered to report back to the commttee.
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REPRESENTATI VE SADDLER anticipated some court challenges and
t hought the accuracy woul d be inportant.

3:52: 59 PM

REPRESENTATI VE CHENAULT said this has the makings of a good
bill. He offered his belief that sone people will conmt nurder
to obtain a 90-day supply of drugs. He has observed illicit

drugs becone a problemin his community. The |egislature needs
to do what it can to ensure the drugs are legally used. He did
not object to "UA" use for sone people. He questioned what
happens to full drug prescriptions if the workers' conpensation
patients are not taking them He recalled an instance in his
famly, in which a famly nenber had a prescription for
oxycontin that led to excess prescription drugs in the famly
menber's house. Certainly, there nust be a way to control drugs
from getting into the open market, he said. Al t hough [penalty

provisions] are not in the bill, he concluded that if the drugs
are being sold on the street that the sellers need to be held
account abl e. In response to a question, he affirnmed that

pati ents possessing a 90-day supply of drugs could be in danger.
3:55:49 PM

REPRESENTATI VE HERRON echoed that this is a good neasure. He
found a nornmal range to be 30-day supply of drugs; however, he
asked if this |imt is rigid and inpractical for sone.

M5. LATHAM answered that the contact with the physician is not
defined in the bill so prescriptions could be filled by an
office visit or by phone. She related his understanding that
mai ling prescriptions to small comunities is al so possible.

3:57: 05 PM

REPRESENTATI VE HERRON asked to have on the record that doctors
need to know if the pain nedication is necessary, but abuses can
occur if patients are not taking their nedication and are
selling the prescriptions. Again, just for the record he wanted
to ensure there are "smart ways" exist so patients don't have to
submt to a physical contact due to the size of the state and
t he renoteness of sonme communities.

CHAI R OLSON wel coned any suggest ed | anguage changes.
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REPRESENTATI VE HERRON respected having a "rigid process,"” that
l[imts the amount of drugs prescribed, but at the sane tine he
recognized in a lot of ways it mght be inpractical.

3:58: 50 PM

REPRESENTATI VE JOSEPHSON asked whether the sponsor has seen any
evidence that abuse of opioids is greater anong workers'
conpensation claimants than all the other segnents of society.

M5. LATHAM answered she not seen specific statistics that have
shown abuse on workers' conpensation clains are higher than the
wi despread abuse. She said the trends tend to mrror each other
in terns of the national statistics and are simlar to workers'
conpensation in terns of abuse.

3:59: 28 PM

REPRESENTATI VE JOSEPHSON asked whether a w se anmendnent woul d be
that this principle should apply to all Al askans.

M5. LATHAM offered her belief that would be a tough sell, but
the bill will be brought back up for consideration.
4:00: 10 PM

LORI WNG HEIER, Acting Director, Division of Insurance (DA),
Department of Commerce, Community & Econom c Devel opnent,
related that workers' conpensation is a Departnent of Labor &
Wor kf orce Devel opnent statute but the enployers tend to fund
their obligation under the statute by purchasing insurance. The
DO sets those rates. In ternms of cost, the DO's rates are
inpacted by the cost of prescriptions through workers’
conpensati on cl ai ns. As nmenbers know, Al aska has the highest
wor kers' conpensation rates in the nation. She provided a
ranki ng of the cost and nunber of clains, noting Al aska ranks 43
of 46 on nedical clains and 39 of 46 for indemity clains -
typically the longer term clains with a higher injury.
Hi storically, in reviewwng clains for the past five years,
Al aska should expect to have 4,800 clainms for every 100,000
wor kers. OF those 4,800 clains, 1,400 would represent |ong-term
claims and these are the claimants who w Il have long-term
prescriptions. The costs have steadily increased with the
average anount of $190 per claim in 2007 having risen to $265.
Most injured enployees are receiving up to six prescriptions for
an injury, not including renewals. The top ten drugs being
prescribed are for pain nedications with 25 percent being for
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oxycontin. She characterized the statistics as being staggering
and enployers are paying for these through the workers'
conpensati on costs. The division has been trying to work with
the DLWD to reduce costs to an affordable |evel. She hoped
menbers would consider HB 370 to help reduce workers'
conpensation insurance rates and costs.

4:03: 07 PM

REPRESENTATI VE JOSEPHSON remarked that when he hears that the
average injured worker has been prescribed six nedications, that
the nedical community is absolutely conplicit in the problem
He asked whet her she agreed.

M5. WNG HEI ER answered that she would not disagree with that
st at ement . The statistics prove that prescription drugs are
overprescribed and often for 90 days for convenience. She
of fered her belief that overprescribing is an issue.

4:04: 24 PM

REPRESENTATI VE M LLETT said Aetna insurance nenbers are limted
to 90-day supply at a tinme before refills are authorized. She
said that Aetna insurance doesn't allow for prescriptions for a
| onger tinmefrane.

M5. WNG HEIER said that limt refers to the personal enployer-
sponsored health plan. She did not know of any limtation
within the statutes wth respect to workers' conpensation
prescriptions, but deferred to the DLWD to respond.

4:05:23 PM

REPRESENTATI VE M LLETT asked whet her doctors can prescribe up to
a year under the workers' conpensation plan.

M5. W NG HEI ER said she was unsure. She said she has not heard
of up to a year tinmefrane, but has heard of prescriptions for
sone | arge anounts

4:05:59 PM

REPRESENTATI VE CHENAULT asked if the average was for six
different prescriptions.

M5. W NG HElI ER answered that the average prescription is for six
di fferent kinds of nedications.
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4:06:27 PM

REPRESENTATI VE CHENAULT renmarked he has never been in the
wor kers' conpensation system He asked whether it is odd that a
doctor would not want to see a patient within 90 days to assess
if the patient is healing or getting worse. He offered his
belief that in his own comunity sone doctors wite too many
prescriptions. He asked whether any tracking occurs to conpare
the average nunber of prescriptions to the nunber of
prescriptions doctors wite for a specific drug.

M5. WNG HEIER answered she was not aware of any study.
Unfortunately, prescription drug abuse represents an epidemc
t hroughout the nation that has negatively inpacted the state.
She said she hopes this bill wll start to address this, iIn
particul ar, due to the costs.

REPRESENTATI VE CHENAULT commrented that if the state is concerned
about workers' conpensation costs, but the first thing that
happens is an injured enployee is given a 90-day prescription it
could be that "we are the problem?"”

M5. WNGHEIER offered her belief that it wuld be best
practices for the physicians to see their patients nore often.

REPRESENTATI VE  CHENAULT said he does not want to nake
di sparagi ng remarks about doctors, but it does seens odd. He
suggested that checking back with the patient seens inportant,
al though he wondered if the initial prescriptions were for
prescriptions for a shorter tinmefrane.

4:09: 30 PM

REPRESENTATI VE HERRON described his own experience at a heart
institute, noting he has been prescribed non-opioids for his
heart condition, typically for a ten-nonth tinmefrane. When it
cones to opioids, the patient sees the clainmant's doctor. He
wondered whether the solution is to require mandatory visits,
with a maxi mum spacing of three nonths and for the doctors to
prescri be three 30-day prescriptions for tighter controls.

M5. WNG HEIER did not disagree that tighter controls would be
better to reduce rates. She wasn't sure if that is possible but
she thought it m ght reduce rates.

4:11: 06 PM

HOUSE L&C COW TTEE -15 March 19, 2014



REPRESENTATI VE M LLETT, with respect to Representative Herron's
guestion, asked whether the workers' conpensation regulations
require patients to see their doctors every 30 days. She did
not understand why the workers' conpensation division couldn't
require claimnts to have nore visits to track the injured
worker's progress, which could reduce workers' conpensation
costs. She further wondered if after 30 days rest, whether
doctors could release their patients.

M5. WNG HElI ER answered that workers' conpensation has a third
party adjuster who works with the patient and doctor. She was
unsure of any requirenments since the adjuster is directly
involved with the injured worker. She suggested that it is
possible in long-term injury workers' conpensation cases that
the patient mght not see the doctor every 30 days. She said
that this activity would be nonitored by the adjuster.

4:13:11 PM

REPRESENTATI VE JOSEPHSON asked whet her the division has any data
relative to costs associated by requiring nore doctor office
visits. He offered his belief this requirenment would drive
costs up. He recalled the notivation for a telenedicine bil
before the legislature was to decrease the nunmber of office
visits and for patients to be able to quickly obtain
prescriptions in order to reduce nedical costs. He asked
whet her tel enedi cine approach will work or if increasing office
visits to better nonitor injured people is the answer.

CHAIR OLSON answered that the goal is to get injured workers
back to work. He offered his belief that the cost savings wll
occur once the injured worker is back to work and off drugs such
as oxycontin, which is a drug that was devel oped for end-of-life
term nal cancer patients that |ater becane a painkiller. He
said that drugs like OxyContin are being overprescribed and
reiterated that the intent is to get the enployee back to work,
whi ch saves the state, the worker, and the enployer noney. He
cautioned that once injured workers are on opioids for a |engthy
period of time, workers typically don't go back to work.

4:15: 00 PM

REPRESENTATIVE M LLETT remarked that the conmttee is not
advocating tel enedicine for workers' conpensation cl ai ns.

REPRESENTATI VE JOSEPHSON sai d he was unsur e.
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CHAI R OLSON agreed tel enedicine is not being advocat ed.
4:15: 27 PM

M CHAEL MONAGLE, Director, Central Ofice, D vision of Wrkers'
Conpensat i on, Departnment of Labor & W rkforce Devel opnent
(DLVMD), with respect to an injured workers needing to see the
doctor on a regular basis, answered that there is a provision in
|aw that an enployer can require an injured worker to see the
doctor at |east once every two weeks. He acknow edged that nost
of the tine claims are nmnaged by a clains admnistrator;
however, a clains adjuster typically handles over 100 cases.
These adjusters tend to pay nore attention to serious indemity
claime than a nedical only claim He reiterated that an
enpl oyer can direct an injured worker to see the doctor sem -
nmont hl y. In the event an injured worker has surgery and the
normal recovery tine is six to eight weeks, it my not nake
sense to see the doctor any earlier. In response to the
question regarding whether problens are nore prevalent in
wor kers' conpensation than in the general population, he
reported that a study by the W rkers' Conpensation Research
Institute indicates the average nunber of workers receiving
opioids for a tine-loss claimis over 75 percent.

4:17:19 PM

MR. MONAGLE did not find it wunreasonable for patients wth
strains or breaks to have a need for pain prescriptions. He
pointed out that in workers' conpensation cases, the problemis
that the longer the injured workers are on pain nedications, the
| onger they mss work and for those on pain nedications for nore
than 90 days, the duration of the disability is 30 percent
higher than in non-opioid prescription cases. He has
encountered sone injured workers with serious disabilities who
have been on opioids for two to three years. Doctors recogni ze
t hese patients becone addicted, that their doses are increasing,
and that the person may be suffering nental disabilities due to
prol onged use of the drugs. |In addition, patients may encounter
physical disabilities, yet the drugs are the only remedy so
doctors keep prescribing the drugs. He said the Centers for
D sease Control uses the term "epidemc" which is not at term
that is used lightly. He said that workers' conpensation cases
are a reflection of the general health care system but he
suggested that there may be nobre pronounced problens wthin
wor kers' conpensation than in the general popul ation.
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CHAIR OLSON commented that this bill is a result of a neeting
put on by W rkers' Conpensation Research Institute in fact,
about 90 percent of the neeting was used to address this issue.
He remarked that fatalities involving drivers using opioids is
close to surpassing "drunk driving" fatalities so it is a
serious problem

4:19: 48 PM

REPRESENTATI VE JOSEPHSON referred to U S Suprenme Court cases,
including [Vernonia School District 47)J v. Acton, 515 U S 646
(1995)], a US. Suprene Court decision which upheld the
constitutionality of a random drug testing reginen inplenented
by the local public schools in Vernonia, O-egon, and others,
including one related to custons officers and railroad workers
based on a New York State rail disaster. He asked what public

interest is being served with this bill - perhaps reduced rates
and prem uns; however, the injured worker at home does not pose
any threat to anyone except hinself/herself. He asked whet her

M. Monagl e has discussed the legality of the bill.

MR. MONAGLE answered that he has not discussed this bill wth
the agency's attorney general. He offered his belief the
purpose for the drug testing is that states who have adopted
drug testing discovered that up to 30 percent of the injured
workers are not taking the prescribed drugs. Thus, the
assunption is that these drugs are making it on the streets.
Al though nothing in the bill requires the enployer to prosecute
or take any crimnal action, sone states have adopted "good
Samaritan or safe harbor |aws." In those instances a person
reported to have a substance abuse problem could be subject to
intervention or progranms wthout any crimnal charges being
i nvol ved. He reiterated that he did not think that crimnal
charges were involved in HB 370.

CHAIR OLSON referred to page 1, lines 7 or 8, of the bill. He
poi nted out that the |language is discretionary, that an enpl oyer
"may require an enployee to undergo drug testing"” after 90 days.

He summarized work taken on the bill, including holding
di scussions wth legal staff and other |egislators. He
characterized the approach being taken in the bill as using a

"scal pel” rather than a "chain saw' in an attenpt to address the
wor kers' conpensation injured worker prescription issues.

4:23:18 PM
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REPRESENTATI VE JOSEPHSON noticed an absence of ramfications in
the bill for enploynent, H PPA issues, and due process. He
asked for the penalty if an injured worker shows a |ower use of
opi oi ds.

MR. MONAGLE answered that typically everything in workers

conpensati on surrounds the paynent of benefits. Thus, if an
injured worker has been prescribed narcotics, but the drugs do
not show up during testing, sonme states do not continue to pay
for the prescription drug unless convincing evidence indicates
the drugs were stolen or substantial evidence indicates the drug

should be refilled. Therefore the benefit would be cut off,
al though it wouldn't inpact other aspects of the clainmant's care
or disability benefits. In terns of enploynent provisions,

which he wasn't very famliar with, he understood one provision
provi des safeguards from lawsuits being filed against the
enpl oyer. He further understood that many enployers have zero
tol erance drug use policies; however, he was unsure if other
drugs showed up during urinalysis (UA), whether the enployer
coul d take any disciplinary action.

4:25:51 PM

CHAI R OLSON asked for the percentage of the Al aska workforce is
subj ect to UAs.

MR. MONAGLE sai d he was unsure.

CHAIR OLSON understood that anyone in the transportation or
licensed maritinme fields would be subject to UAs.

4:26:20 PM

REPRESENTATI VE SADDLER said the bill seenms to nake sense
especially due to the conpelling narrative that has been laid
out . He indicated the benefits seem clear. He recalled that
wor kers' conpensation workers absent from work tend to be those
on pain nedications. He asked whether causality is being
confused or is it just that those with serious injuries have
| onger clains and are absent fromwork for a |onger period.

MR. MONAGLE explained that part of the issue is related to
patients taking prescribed opioids for a long time; and nost of
the nmedi cal community concerned about |ong-term use. The | onger
injured workers are on drugs the tolerance to dosage for pain
and disconfort goes up so the patient needs nore nedication.
The threshold nobst states use is a 120 mlligranms of norphine
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equivalent. He agreed that it seens reasonable to have progress

reports. If no functional benefit is derived from that sort of
dosage, sonething needs to be done to wean the patient off the
dr ugs. He didn't think the nmedical and workers' conpensation
community was as concerned about 30-day use, which is why the
bill recomends it. He said this bill doesn't address the
overarching problem of drug addiction or other patient issues;
however, the bill does allow the division to put in regulation

sone tools to address | ong-termuse of opioids.
4:28:51 PM
REPRESENTATI VE SADDLER said he certainly could see the common

sense for 30-day prescription use. He reviewed the large |ist
of drugs prescribed. He wondered if the bill should be limted

to schedule | drugs since schedule Il drugs include sone pain
relievers.
MR. MONAGLE answered that page 2, lists schedule 1A II1IA and

VA drugs that would be affected under the bill.
4:29: 35 PM

REPRESENTATI VE SADDLER asked whet her schedule 1A 1A and I11A,
are a matter of drug intensity or if they represent categories
of drugs.

MR. MONAGLE answered that the drugs are various concentrations
of the opioids. He pointed out that class | represents the
greatest threat to life and health, particularly if wused in
conbi nation with other drugs.

REPRESENTATI VE SADDLER understood that schedule | is the npbst
power f ul .

4:30:14 PM

REPRESENTATI VE M LLETT related a scenario in which a person has
a serious back injury but doesn't want surgery and continues to
t ake nedi cations. She wunderstood that it isn't possible to
force someone to have surgery, but ultimately workers'
conpensation claim could be never ending if the nedica
recommendation is surgery.

MR. MONAGLE said the consensus in the nedical community is for

patients to choose to undergo conservative care such as physica
therapy and other types of treatnent before deciding on surgery.
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He offered his belief that it is not in anyone's interest to
stay on opioids indefinitely. In sonme states, after a
prescri bed period of tinme, in consultation with the physician, a
plan is put in place to step the patient down to a |ower |evel
and probably to recomend the patient attend a pain managenent
clinic to learn other ways to deal with the pain. He agreed
that these drugs were never intended to be |ong-term drugs and
are intended for short-term use.

4:32:56 PM

REPRESENTATI VE M LLETT asked whet her drugs other than OxyContin
have the sane effect. She said she is aware of people who nove
to disability benefits when the solution m ght be to have spina
f usi on. She asked how to avoid the path of patients noving to
di sability.

MR. MONAGLE answered that those patients represent about one
percent of the cases. Certainly, it is not in anyone's best
interest to stay on these types of drugs for the duration of
their |Iives. He said that the general consensus for chronic
pain managenent is for doctors to work with their patients to
mnimze the need for these opioid equivalent drugs. I n
response to a question, he offered to work with Representative
MIllett on the workers' conpensation issue to help get the
wor kers back to work.

4:36:17 PM

SIDNEY SEE stated that she previously worked for procurenent for
the University of Alaska, but fell on the ice, had two wist
surgeries, a shoulder surgery, and ten nonths |ater doctors
di scovered she had severed her rotator cuff and suffered bad
di sc damage. She then had neck surgery. She offered her belief
that the noney in workers' conpensation goes to adjusters who
have top paid lawers and require independent nedical exans
(IME). She estimated the cost for an IME at $10,000. She said
she was noving boxes and hurt her |ower back. She related she
has an excellent doctor who has never prescribed nore than 30
days of prescriptions. She signs an annual form and the doctors
perform random drug tests to avoid drug abuse. She
characterized spinal pain as horrific. Fortunately her | unbar
issue on OCctober 31 seened fine, but Northern Adjusters has
schedul ed another IME to fly in a doctor from San D ego. She

said this problem should probably be resolved over tine. She
has good treatnent, her doctor gives her sone injections, and
her goal is to work. She did not think the big cost is
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prescriptions. She said she feels know edgeabl e and would |ike
to see the system changed. She offered her belief that patients
get the bottom |awers whereas the insurance adjusters have

better | awyers. She offered to provide nore details on her
five-year recovery from her fall, noting she subsequently had a
disc replacenent and two spinal fusions. She concl uded by

saying she had a wonderful job in procurenment and her boss and
co-workers were very supportive, but she did not find her
i nsurance adj uster hel pful.

[HB 370 was hel d over.]
4:40: 52 PM

The commttee took an at-ease from4:40 p.m to 4:41 p.m

HB 152- PERS TERM NATI ON COSTS

4:41: 53 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 152, "An Act requiring certain enployers who
termnate participation in the defined benefit retirenment plan
or the defined contribution retirenent plan of the Public
Enpl oyees’ Retirenent System to neke contributions related to
past service liability and pay term nation costs; repealing a
requi renent that enployers who termnate participation in the
defined contribution retirement plan or the defined benefit
retirement plan of the Public Enployees' Retirenent System pay
for a termnation cost study; and providing for an effective
date." [Before the commttee was Version Y, |abeled 28-KS9272\Y,
Wayne, 2/26/14.]

4:42: 23 PM

JANE PI ERSON, Staff, Representative Steve Thonpson, Al aska State
Legi slature, explained that HB 152 does away with term nation
studies, the <costs associated wth conducting termnation
studies, the actuarial costs to enployers for future benefits to
enpl oyees whose coverage is termnated, and the past service
cost annually on each position termnated until the unfunded
obligation is paid off decades from now.

4:43: 07 PM
M CHAEL BARNHI LL, Deput y Comm ssi oner, Depart ment of

Adm nistration (DOA), stated shortly prior to the last hearing
[ March 10, 2014] the DOA did not have the backup information
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from the actuary, Buck Consultants, but has since received it.
He remarked that the fiscal note is conplex, but he was sonmewhat
surprised at the $75 mllion fiscal note.

MR. BARNHI LL explained term nation studies. When an enpl oyer
termnates a group classification wunder «current statute a
termnation study is required and costs are accrued for three
different itens. First, a termnation study costs from $2, 500-
$5, 000. Secondly, costs accrue when a new unfunded liability is
created by a new group of enployees being term nated. Under
Al aska statutes enployees have the option of refunding the PERS
bal ance or inmediately vesting. The actuary assunmes sonme of the
enpl oyees will imediately vest; however, when that date is
prior to the anticipated date of retirenment, an unfunded
liability is associated with that because the state hasn't had
time to collect enough funds to pay the expected benefit.
Third, <costs accrue when an enployer termnates a group

classification in a departnent. In this instance, an enpl oyer
must pay the entire past service liability cost, not capped at
22 percent, unti | t he unf unded liability IS entirely

extingui shed, which is currently projected at 2031.
4:46: 08 PM

MR. BARNHILL related that various PERS enployers have objected
to Senate Bill 125, the statute enacted in 2008. These
enpl oyers have raised concerns about this inpairing their
ability to be flexible with their payroll and enployers wanting

to avoid the unfunded Iliability costs just described. The
departnment recognizes their concerns but there wll be cost
shifting fromthe state. Last year, one version of the bill had
a sliding-scale threshold when term nation studies would "kick
in." Under the prior version of the bill, the sliding scale
depended on the size of the payroll. For | arge enployers, wth
$5 mllion or nore in annual payroll, the enployers would need
to termnate 20 percent or nore of their payroll before a
termnation study will "kick in." Anything under that, such as

new unfunded liability or past service cost would be picked up
by the state. For nediumsized enployers with $1-$5 mllion in

payroll, the threshold was set at 50 percent or nore. Thus, the
enpl oyers would need to termnate 50 percent or nore of their
enpl oyees in order for a termnation study to "kick in." And
for small enployers, with $1 mllion or less in payroll, the

state would pick up the costs, he said.

4:47:59 PM
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MR. BARNHI LL related that Buck Consultants used an assunption
that all enployers termnated all enpl oyees from PERS service to
determne the new unfunded liability when soneone retires
earlier than expected, which cost $375 mllion. Thus the
system due to the early retirenents, would not collect $375
mllion. The actuary then allocated that anount on the sliding

scale wusing the aforenentioned threshold. Buck Consultants
determined the state would end up picking up $99 mllion and
enployers would pick up $375 mllion. The $99 nillion

represented the ampunts under the sliding scale, including the
costs to pick up all the small enployer costs, 50 percent of the
m d-range enpl oyer costs, and 20 percent of the |arge enployer
costs, he said.

MR. BARNHI LL said that Buck Consultants made another assunpti on,
which was that only 20 percent of the enployees would opt out.
He acknow edged that the percentage could be debated, but it was
the figure that Buck Consultants used, so 20 percent of the
costs fall to the state, which is approximately $20 million. In
addition, the past service costs shifted to the state because as
the payroll costs shrink the anpbunt of past service cost also
shri nks. He related a scenario in which an enployer had a $1
mllion payroll with 22 percent of the enployees termnated. In
that scenario, the payroll would be nultiplied by the 22 percent
contribution rate on $800,000 instead of $1 million, which neans
the state collects | ess noney and nust pick up the difference.

4:50: 39 PM

MR. BARNHI LL explained last year's fiscal note, which conputed
t he annual cost. The first line referred to the retroactive
effect, which is no longer relevant in Version Y; the second
line related to the shift of the past service cost paynents to
the state [due to the repeal of AS 39.35.625] due to a snaller
payroll, and the third line represented the new past service
costs associated with the new unfunded liability of $800, 000,
and when conputed would be $25 million. That is the methodol ogy
behind | ast year's fiscal note, he said.

MR BARNHILL related that this vyear under Version Y, the

requirenent for termnation costs and studies all would be
repeal ed. Under this version, all of the costs shift to the
state, which nmeans a new unfunded liability of $75 mllion;

however, since Buck Consultants assumed only 20 percent wll
termnate, the conputation for 20 percent of $375 mllion is $75
mllion. This provides the background on the $75 mllion
projected for the unfunded liability, which is reflected on page
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2 of Buck Consultants' letter of 3/18/14. He said the effect of
shrinking payrolls by 20 percent is that since payroll costs are
smal ler, that anmount is not available to conpute past service
costs on so the past service costs also shift to the state.

4:52:38 PM

MR BARNHILL turned to the letter of 3/18/14 from Buck
Consul tants and noted that line one is incorrect since there is
not any retroactive effect in Version Y. The second |ine
relates to the shift of past serve cost paynents to the state
due to the repeal of AS 39.35.625 due to smaller nunicipal
payrol |l s. The third line represents the new past service
liability associated with the $75 mllion new unfunded liability
due to people retiring earlier than antici pated.

4:53:17 PM

REPRESENTATI VE HERRON expressed concern about the bill, noting
he has served on the Alaska Public Entity Insurance Board. He
said that everything is based on 2008 legislation as a starting
point and suggested reviewing the figure used as a base for
2008. He further asked whether a six-year w ndow should be
defined and updated as the base.

MR. BARNHI LL acknow edged a whol e variety of approaches could be
used to acconplish the objective of the 2008 | egislation, which
was essentially to prevent or |imt cost shifting from
municipalities to the state. He explained that effort was taken
since the state was picking up a fair amount of additional
litability in the form of state assistance under Senate Bill 125.
As previously stated, the state has contributed over $600, 000 on
behal f of nunicipalities to PERS. Furthernore, Senate Bill 125
had two ways to address cost shifting: One, through the 2008
salary fl oor. For exanple, if a PERS enployer payroll dipped
below the 2008 salary floor, the 22 percent enpl oyer
contribution rate would be conputed on 2008 instead of the
current payroll. Second, the bill would address the cost
shifting through the termnation cost and study requirenents.
Both are inportant since the further renoved from 2008, assum ng
payroll are growing at a rate of two to five percent per year,
the 2008 salary floor becones |less and |ess neaningful. For
some PERS enployers, the 2008 salary floor is quite meaningfu

since their PERS payrolls have declined below the 2008 salary
fl oor; however, he estinmated that would only affect a handful of
enpl oyers. He agreed it may be worth it at sonme point to take a
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fresh look at how to preserve a certain portion of the paynent
of the unfunded liability within the PERS municipal conmunity.

4:56:36 PM

REPRESENTATI VE HERRON said the fundanental question everyone is
facing is that although the 2008 |egislation was inportant at
the tinme, whether it is still relevant six years |later.

MR. BARNHI LL said that for certain enployers it is still quite
rel evant. The | argest enployer whose PERS payroll dipped bel ow
the 2008 salary floor is the University of Alaska, primarily
since it offers other retirenent prograns to new professors,
with a 14 percent enployer contribution rate and a 401(k) style
retirement plan, which he deened as being pretty attractive.

4:57:39 PM

REPRESENTATI VE HERRON commented that the Elected Public
Oficials Retirenment System (EPOR) is alnost finished since
these legislators are gradually dying. He remarked that those
| egislators were careful to craft a provision that allowed them
to receive raises each tinme current EPOR nenbers receive rai ses.

4:58: 36 PM
CHAI R OLSON asked how many peopl e were covered under EPOR

MR. BARNHI LL answered 34 people. He related that this type of
linkage is also found in the judicial retirement system so when
judges receive a raise, it also boosts benefits for the retired
j udges. He explained that the departnent delivers its fisca
note and a letter from the actuary to the |egislature. Last
week the DOA submtted [dated 3/14/14] the fiscal note with the
$75 mllion [page 2 of the fiscal note], and the backup letter
from Buck Consultants arrived today, he reported.

5:00:16 PM

REPRESENTATI VE JOSEPHSON said he was pretty convinced that
smaller comunities have a larger problenms wth termnation
costs. He questioned what certainty exists if an agreenent was
reached in 2008 but now the plan is to "back end" the costs. He
asked how the legislature will know that won't be revised.

MR. BARNHILL said he thought Representative Josephson was
referring to the governor's proposal to appropriate $1.9 billion
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to PERS, which is part A of the proposal and that Part B is a
$157 million capped paynent from 2015-2036. That capped paynent
IS very inportant since it can secure certainty with respect to
t he denmands on the undesi gnated general funds of the state. | f
that were to go into effect, one idea is that it would nean that
any new unfunded liability associated with PERS enployers -
taking 20 percent of payroll out of service - will be tacked on
to the end in 2036. He acknowl edged that there is a cost to
that, but any new unfunded liability will be shared by state and
muni ci palities. He said that hasn't been the case since 2008
when Senate Bill 125 was enacted. Any new unfunded liabilities
are borne entirely by the state, which has had sonme fairly
dramatic inpacts on the state's general fund. Thus, state
assi stance to PERS enployers has increased substantially so that
conmbi ning PERS and TRS woul d place a call on the general fund of
upwards of $1 billion, he said.

REPRESENTATI VE JOSEPHSON asked whether the conpromise is that
the relief will be afforded to |ocal governments now, but the
quid pro quo will be a sharing of new unfunded liability |ater.

MR. BARNHI LL acknow edged that is a fair statenent, but the flip
side of that is that if the reverse of unfunded liability is
created - an actuarial gain - happens it will also be shared and
under the governor's proposal these gains will be shared in the
form of a shorter anortization term The nunici pal enployers
would pay up to 22 percent contributions rate through 2036 if
there were actuarial gains during that tine period and the 22
percent enployer contribution rate cap could be adjusted prior
to 2036. He said this is entirely speculative since the state
can't predict the net gains or |osses.

5:04: 02 PM
REPRESENTATI VE M LLETT asked what wll happen to MOA if the
municipality is short funded by $5 mllion and HB 152 doesn't

pass.

MR. BARNHI LL said then the status quo continues and it wll
depend on whether the MOA pulls PERS enpl oyees out of service,

for exanple, if the nunicipality were to termnate a group
classification or departnent. In smaller nmunicipalities,
sonmetimes a fire chief position is term nated. He related a

scenario in which MOA privatized a utility of $5 mllion. This
would trigger a termination study, the MOA would pay $5,000 for
the study, and Buck Consultants would project how nany people
will vest early and it would create a new unfunded liability,
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for exanple, perhaps $600,000. The DOR would bill the MOA and
the entire past service cost for those enployees would need to
be paid via the final payoff of the unfunded liability in 2036.

5:06:32 PM

REPRESENTATI VE M LLETT asked whether the MOA could pay this at
22 percent over the |life span.

MR. BARNHILL said the current statutes provide nmunicipalities to
work out a plan with the Division of Retirement and Benefits.
He acknow edged options could be expl ored.

5:07:23 PM

KATHY LEA, Deputy Director, Retirenent and Benefits, Departnent
of Admnistration (DOA), answered that the statutes are broad
and an increased contribution over tinme is a possibility.

REPRESENTATI VE M LLETT asked whether a paynent plan could be
flexible.

M5. LEA answered yes; it would be payable upon receipt or the
muni ci pal ity would work out a paynent plan with the division.

5:08:10 PM

KATH E WASSERMAN, Executive Director, Al aska Municipal League
(AML) , stated that the AM. represents 161 communities.
Dependi ng on what happens with this bill, nunicipalities wll
need help and nore tools. She anticipated that if lean tines
are forthcomng, nunicipalities will need to lay people off.
She said that nunicipalities need help in finding tools to dea
wi th any consequences that mght cone their way. The AM. has
been supporting the governor's cash infusion, hoping that
termnation costs can be tacked on the end of the 25-year
anortization. The amobunt of term nation study costs would be so
small conpared to a potential $12 billion Iliability that
muni ci palities could pay the costs. She assured nenbers that
they are not "trying to get out of anything”" but also to
recogni ze nmunicipalities can only pay so much in order to keep
rates at a steady, predictable 22 percent that can be budgeted.

5:10: 42 PM

REPRESENTATI VE M LLETT said that her nunicipality is concerned
that at sonme point in time it wll need to increase property
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taxes to the cap, which still won't cover the unfunded liability
to PERS. This neans that smaller nunicipalities will need to
take on a greater cost percentage based on their property taxes
and popul ati on base.

M5. WASSERMAN said that is exactly right. She added that sone
smal | conmunities without a tax base don't have any way to nmake
up those costs, which |eaves everyone in a bind. She stated
that nunicipalities are not trying to get out of obligations
but the legislature nust find an affordable solution.

[ HB 152 was hel d over.]

5:12:18 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
5:12 p. m
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