ALASKA STATE LEG SLATURE
HOUSE LABOR AND COVMERCE STANDI NG COW TTEE
March 7, 2016
3:16 p. m

VEMBERS PRESENT

Representative Kurt O son, Chair
Represent ati ve Shel |l ey Hughes, Vice Chair
Representative Ji m Col ver

Representative Gabrielle LeDoux
Representative Cathy Tilton

Represent ati ve Andy Josephson
Representative Sam Kito

VEMBERS ABSENT
Representative M ke Chenault (alternate)
COW TTEE CALENDAR

PRESENTATI ON: DI VI SION OF | NSURANCE~ DEPARTMENT OF COVMERCE-~
COMVUNI TY & ECONOM C DEVELOPMENT

- HEARD

HOUSE BI LL NO. 248

"An Act requiring the electronic submssion of a tax return or
report with the Departnent of Revenue; relating to the excise
tax on alcoholic beverages; and providing for an effective
date."

- SCHEDULED BUT NOT HEARD
HOUSE BI LL NO. 304
"An Act requiring the electronic subm ssion of a tax return or
report with the Departnent of Revenue; relating to the taxes on
cigarettes and tobacco products; taxing electronic snoking
products; adding a definition of 'electronic snoking product’;
and providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON

No previous action to record
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W TNESS REG STER

LORI WNG HEI ER, Director

Di vi sion of |nsurance

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided a presentation and update on
heal th care insurance.

ACTI ON NARRATI VE
3:16: 38 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives d son,
Kito, Colver, Hughes, Tilton, [Josephson], and LeDoux were
present at the call to order.

PRESENTATI ON: DI VI SI ON_OF | NSURANCE, DEPARTMENT OF COMMVERCE,
COMVUNI TY & ECONOM C DEVEL OPMENT

3:17:15 PM

CHAI R OLSON announced that the only order of business would be a
presentation and update from the Dvision of |Insurance,
Departnment of Conmerce, Community & Economic Devel oprent,
provi ded by Lori Wng-Heier, Director.

3:17:23 PM

LORI W NG HEI ER, Director, Anchorage Ofice, D vision of
| nsur ance, Depart ment of Commer ce, Community & Economc
Devel opnent, informed the commttee that her division has lifted
the order of inpairnent from Mda Health Plan, Inc. (Mda)
i nsurance conpany so that the conpany is once again doing
business in Alaska. She said it was difficult to deny consuners
access to an insurance conpany because of the division's concern

over Mdda's financial circunstances. Moda has voluntarily
entered into a financial plan with the state and the State of
Oregon, and is disposing of $180 mllion of assets in order to

return funds to the insurance conpany to ensure its solvency and
thereby continue to serve its consunmers in Al aska and O egon.

Furthernore, Mdda agreed to deposit $15 mllion in a bank
account under the state's control as a "security blanket" so the
state could pay clains if necessary. Ms. W ng-Hei er explained
that Mboda is domiciled in Oregon, thus Oregon has greater access
to its assets. The division is hopeful that Moda will remain in
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the health insurance market in Al aska through 2017; however, the
division cannot force Mda to stay in the individual or the
group i nsurance narket.

3:21:40 PM
CHAI R OLSON asked how nmany are currently i npact ed.

M5. WNGHEIER said enrollnment is currently at over 22,000;
however, she anticipated that the nunmber will |evel off at
21,000 in the individual market.

REPRESENTATI VE LEDOUX expressed her wunderstanding that state
enpl oyees are only covered by the Mdda dental plan.

M5. WNG HElIER said the state is self-insured and Mbda acts as
an admi nistrator of dental plan clains, thus the state denta
plan is not affected. The 22,000 Al askans that were referred to
earlier are not state enployees, but participate in the [Patient
Protection and Affordable Care Act (PPACA)] individual health
care insurance narket.

REPRESENTATI VE LEDOUX asked whether all insurance is "under the
[ PPACA] . "

M5. WNG HEIER said Mdda is only insuring PPACA plans, and its
share of the 22,000 individuals insured is a little over 50
percent of the individual market in Al aska. Premera insurance
conpany and Moda were in conpetition for this market.

3:24: 01 PM

REPRESENTATI VE HUGHES asked if the federal governnment had not
reneged on its obligation to pay Mdda risk corridor paynents in
t he amount of $150 million over two years, whether the situation
wi th Mbda woul d have been avert ed.

M5. WNG HElI ER advised the reduced funding would have made a
difference, but not "totally." In 2014, WMda received 12.6
percent of the expected funding, and is expected to receive nore
during the three-year term of the program  The reduced funding
caused sone insurance cooperatives to fail and although Mda is
not a cooperative, it is a regional insurer, and the reduced
funding was very nuch a contributing factor to Mdda's situation

In response to Chair O son, she said Mdda operates in Oregon in
the sane manner as it does in Al aska. She was unsure as to the
status of a cooperative in Oregon, and the status of
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cooperatives that have failed elsewhere is being discussed in
Washi ngton D. C

CHAlI R OLSON | auded Al aska's deci si on not to utilize
cooperati ves.

REPRESENTATI VE HUGHES expressed her concern that the federal
governnment could fail to fund Medicaid. She then asked about
the status of the Alaska Conprehensive Health |Insurance
Associ ation (ACH A) program which provides "high-risk insurance”
in Al aska.

M5. WNG HEIER referred to draft |egislation proposed by Prenera
and Mbda that would use ACHI A as a reinsurance mechani sm The
i nsured nmar ket woul d be assessed in the sane nanner as ACH A and
all would contribute "a little" to offset high-dollar clains in
t he individual market.

REPRESENTATI VE LEDOUX questioned the need for ACH A now that
PPACA prevents discrimnation for preexisting conditions.

3:28:58 PM

M5. W NG HElI ER answered that the division considered using ACH A
as a nmechanism for the individual and small group market in
Alaska if it becane necessary. Al so, there are 211 people
currently participating, nost of whom participate in the
Medi care Suppl enental | nsurance (MEDSUPP) drug coverage, who do
not have another nmarket from which to choose in Al aska. I n
further response to Representative LeDoux, she explained that
after Medicare becones one's insurance, one buys a Medicare
Suppl emental Insurance plan to supplenment the coverage for
phar maceuti cal s, which can be very expensive.

REPRESENTATI VE LEDOUX asked whether AARP suppl enent al is
avai l abl e in Al aska.

M5. WNGHEIER said not for MEDSUPP, thus the division is
keepi ng ACHI A open for those who cannot get coverage el sewhere.
In further response to Representative LeDoux, she said there are
211 participants in ACH A and about 50 percent participate in
VMEDSUPP for high-priced drugs.

REPRESENTATI VE LEDOUX asked about coverage for others in the
st at e.
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V. W NG HEI ER  was unsure. I n further response to
Representati ve LeDoux, she explained that for PPACA, people have
to "buy the entire package, but even within the [PPACA] there's
l[imts to what one, what the plan will pay." So, it may be
better for sonmeone to have Medicare and buy MEDSUPP, rather than
to have to buy an entire individual market policy from PPACA,
whi ch can have quite high co-pays.

REPRESENTATI VE COLVER observed that for a state retiree who is
eligible for Medicare, MEDSUPP is carried by the state, and
asked whether there is a cap to what the Division of Retirenent
and Benefits, Departnment of Adm nistration, pays.

M5. W NG HEI ER was unsure of the workings of the state benefit
pl an. She added that she was unaware of any state enpl oyees or
state retirees in the ACH A program

3:35:29 PM

M5. WNG HElI ER continued to explain that at the tine Mda was
taken off of the exchange, there were four days left of open
enrol l ment, which neant sonme who had enrolled but not paid, and
others who were waiting to the last mnute, only had one choice:

Premner a. In response to Chair dson, she said the four-day gap
affected about 3,200 people, who were concerned and anxi ous.
The division worked with all parties, and all known to the

di vision were reinstated wi th Mda.
CHAI R OLSON asked whet her the division was sufficiently staffed.

M5. WNG HEIER said the division retained its sane |evel of
staffing in Fiscal Year 2017 (FY 17). At the height of the
activity related to Mdda, the National Association of Insurance
Comm ssioners (NAIC) opened a call center to assist with phone
calls and to provide callers with the latest information;
however, sone did purchase a Prenera plan to conply with the
deadline in January, then Mdda was returned to the exchange, and
they are stuck with higher premuns for one year. The division
consi dered hol di ng another enroll nent period, but those with the
intent to purchase coverage were accommbdat ed. Ms. W ng- Hei er
noted that nore information will cone to the forefront on the
proposed ACHIA bill; in fact, federal funds are available for
the reinsurance program Further, the division will continue to
seek relief from the Al aska Congressional del egation. Al aska's
i ndi vidual market is small and sick, but the division cannot
force nenbers of a younger and healthier population to enroll,
join the insurance pool, and spread the risk.
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3:42:59 PM

CHAI R OLSON asked whether health insurers need a filing to add
medi cal tourismto their policies.

M5. W NG HElI ER said no. She said nedical tourism is grow ng

and the division has contacted individual nenbers of the nedical
community about its desire to protect providers from nedical
tourism because certain procedures are cheaper in Seattle than
in Anchorage. Studies have shown that other states, for
exanpl e, Rhode Island, have the sane problem and the state
needs to find an alternative to "fee for services [that] 1is
becom ng sonewhat of an antiquated way to pay for nedical
services."

REPRESENTATI VE LEDOUX said she believes in supporting |ocal
busi nesses; however, when |ocal businesses are not conpetitive,
the state should let people go out-of-state or out of the
country if treatnment is | ess expensive.

M5. W NG HEI ER observed that the other side of the story is that
if one goes outside it is difficult to keep providers in Al aska,
and al so that doctors in Al aska are reluctant to provide follow
up care.

REPRESENTATI VE LEDOUX suggested that it is possible to let an
i nsured person return outside for foll owup care.

M5. W NG HEI ER cautioned that some cannot make multiple trips
outside due to their health situation. In further response to
Representative LeDoux, she said a choice is often approved when
the cost of the procedure is |ess expensive; however, residents
al so want care available in Anchorage, Fairbanks, or Southeast
Al aska, and she urged for a "happy nedium"”

3:49: 25 PM

REPRESENTATI VE LEDOUX surmsed that if people are routinely
allowed to travel with a conpanion for nedical care, the cost of
nmedi cal care would conme down because there is a natural nmarket.
She provided an exanpl e.

CHAIR OLSON added that a provider or hospital that is a nmenber
of the Aetna network anywhere in the country can Dbe
preaut horized to provide the sane benefit as an Al aska network
provi der.
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M5. WNG HEIER pointed out that part of the solution is to
educate insured about the proper wutilization of their plans.
Al aska residents go to the energency room for primary care,

which drives rates up. Al so, insured need to use the network
and a preferred provider, although there are many reasons people
do not. She inforned the commttee that networks are getting

broader, and insurance conpanies are negotiating for |ower
costs. However, she acknow edged that "there may be sone things
because of ... the geographic distances we cover that we're
never going to be able to overcone.™

REPRESENTATI VE HUGHES was told by a famly nenber working in the
medi cal community in Anchorage that approximtely 70 percent of
those wutilizing energency room services should be wutilizing

primary care services. She suggested that hospital energency
roons should divert patients to primary care providers at the
time of adm ssion. Representati ve Hughes then asked for the

m ssion of the Division of |nsurance.

M5. WNGHEIER said the division's mnmission is to protect
CONSumers. In that endeavor, the division nust address
i nsurance rates, solvency, networks, and issues of access to
care as directed by PPACA, and under the insurance plans
regul ated by the division.

REPRESENTATI VE HUGHES recalled last year there were several
| arge associations in Al aska that received insurance term nation
notices, and she inquired as to whether this could have been
prevented by the division.

3:55:47 PM

M5. W NG HEI ER expl ained that the intent of PPACA is to increase
the nunber of those in the individual and small or |arge group
mar ket, and thus the Act does not allow for insurance issued by
associ ati ons. The division resolved the issue with the Al aska
Bar Association and the Al aska Federation of Natives by a return
to federal law and verification that the associations are a bona
fide enpl oyer. Wth this information, the division can approve
the filings. Due to conflicting state and federal regulations,
the division worked wth the insurance brokers and the
associations to find a solution.

REPRESENTATI VE HUGHES asked whether Ms. Wng-Heier was aware of

a provision in PPACA which gives the state the ability to rel ax
t he af orenenti oned prohibition.
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M5. WNG HEI ER stated that the division reviewed a court case in
Washi ngton and studied the effect on associations in Al aska.
The federal regulation under [the Enployee Retirenment |ncone
Securities Act of 1974 (ERISA)] required proof that the
association was an enployer. Wthout a ruling from the
Department of Labor & Workforce Developnent, the division is
accepting a letter in this regard.

REPRESENTATI VE HUGHES requested confirmation on whether or not
there was an opportunity to alleviate this matter.

3:59:29 PM

REPRESENTATI VE LEDOUX questioned whether the division's core
m ssion includes concern about the negative effect of nedical
tourismon the nedical comunity.

M5. W NG HEIER stated her concern is that insurance matters do
not becone the reason physicians don't practice in Al aska.
O her states with simlar denographics have been able to get
providers, insurers, users, and regulators to control the cost
of insurance, and the division has a role in finding a solution.
In further response to Representative LeDoux, she said her role
is to nmake insurance available and affordable, al t hough
"af fordabl e" varies with consuners' circunstances. She sai d,
"Sonehow if we could get those physicians and all the providers,
or get to the reason of why is the cost of the services so high
." premunms could be | owered.

REPRESENTATI VE LEDOUX asked if the division decides whether an
i nsurance conpany can of fer medical tourism

4:03: 26 PM

M5. W NG HEI ER expl ai ned that the state controls insurance plans
for 20 percent of the market, excluding plans for the state and
federal government, mlitary, veterans, Medicaid, Medicare, and
the Indian Health Service. The cost of nmedical services is
paramount to all and the division needs to be involved in
negoti ati ons.

CHAIR OLSON added that the nedical insurance conponent is a
small portion of the responsibilities of the Division of
| nsurance, which also includes regulation of honeowners, auto,
commercial, aviation, marine, and |life insurance.
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M5. WNG HEI ER observed that [PPACA] is a new law and is
continually changing, and as problens arise they are being dealt
with, such as the difficulties related to Mda.

4:06: 06 PM

REPRESENTATI VE HUGHES referred to the rate increases that have
been requested by insurance conpanies, and asked whether the
division has the tools to investigate why nedical providers are
charging nore than in the Lower 48.

M5. WNG HEIER informed the commttee that the division has been
seeking the statutory authority to glean information, as other
states have, to determne the source of the providers' cost
i ncreases.

4.:08:15 PM
ADJ QURNVENT
There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
4:08 p. m
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