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COW TTEE CALENDAR

CS FOR SENATE BILL NO 125(RES)
“"An Act adding legislative nonvoting nenbers to the board of
directors of the Al aska Gasline Devel opment Corporation.”

- MOVED HCS CSSB 125(RES) OUT OF COWM TTEE
HOUSE BI LL NO 372

"An Act relating to insurance; relating to expenses for
i nsurance exam nations; relating to regulations for insurance

utilization revi ew, benefits det erm nati on, heal th care
i nsurance grievance resolution procedures, independent review of
adver se det erm nati ons or final adver se det erm nati ons,

i ndependent review organizations, and continuing education
providers; relating to required provisions for health care
i nsurance contracts and policies, including health care provider
choi ce; establishing civil penalties for insurers for failure to
provi de requested records; anending the definition of 'wet
marine and transportation' insurance; anending provisions on
limted licenses to include crop insurance; relating to third-
party admnistrator notification requirenents; relating to
certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of variable life insurance
policies and variable annuities; establishing limtations on
i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; amending the definition of
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‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donmestic insurer; establishing a
definition of 'bona fide association'; relating to requirenents
and penalties for commtting a fraudulent or crimnal insurance
act; updating criteria for exam nations; relating to rate filing
devi ations; establishing civil penalties for certain wlful
vi ol ations; and providing for an effective date."

- HEARD & HELD
HOUSE BI LL NO. 299
"An Act excluding certain persons from participating in the
Publ i ¢ Enpl oyees' Retirenent System of Al aska."
- HEARD & HELD
PREVI QUS COW TTEE ACTI ON

BILL: SB 125
SHORT TITLE: LEG SLATI VE MEMBERS OF AGDC BOARD
SPONSOR(s): SENATOR(s) COSTELLO

01/ 19/ 16 (S) PREFI LE RELEASED 1/ 15/ 16

01/ 19/ 16 (S) READ THE FIRST TIME - REFERRALS

01/ 19/ 16 (S) L&C, RES

02/ 02/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

02/ 02/ 16 (S) Heard & Hel d

02/ 02/ 16 (S) M NUTE( L&C)

02/ 04/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

02/ 04/ 16 (S) Moved CSSB 125(L&C) Qut of Committee

02/ 04/ 16 (S) M NUTE( L&C)

02/ 08/ 16 (S) L&C RPT CS 4DP SAME TI TLE

02/ 08/ 16 (S) DP: COSTELLO, G ESSEL, MEYER, STEVENS

03/ 02/ 16 (S) RES AT 3:30 PM BUTROVI CH 205

03/ 02/ 16 (S) Moved CSSB 125(RES) Qut of Committee

03/ 02/ 16 (S) M NUTE( RES)

03/ 04/ 16 (S) RES RPT CS 4DP 1DNP INR SAME TI TLE

03/ 04/ 16 (S) DP: G ESSEL, COGHI LL, M CCl CHE
COSTELLO

03/ 04/ 16 (S) DNP: W ELECHOWSKI

03/ 04/ 16 (S) NR. STOLTZE

03/ 23/ 16 (S) TRANSM TTED TO (H)

03/ 23/ 16 (S) VERS|I ON:  CSSB 125( RES)

03/ 25/ 16 (H READ THE FIRST TIME - REFERRALS

03/ 25/ 16 (H) RES, L&C

03/ 30/ 16 (H) RES AT 1: 00 PM BARNES 124
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03/ 30/ 16 (H Heard & Held

03/ 30/ 16 (H M NUTE( RES)

04/ 01/ 16 (H) RES AT 1:00 PM BARNES 124

04/ 01/ 16 (H Moved HCS CSSB  125(RES) Qut of
Comm ttee

04/ 01/ 16 (H) M NUTE( RES)

04/ 04/ 16 (H L&C AT 3:15 PM BARNES 124

BILL: HB 372

SHORT TI TLE: QOVNI BUS | NSURANCE

SPONSOR(s): LABOR & COVMERCE

03/ 21/ 16 (H READ THE FI RST TI ME - REFERRALS

03/ 21/ 16 (H) L&C

03/ 28/ 16 (H L&C AT 3:15 PM BARNES 124

03/ 28/ 16 (H Heard & Hel d

03/ 28/ 16 (H) M NUTE( L&C)

03/ 30/ 16 (H L&C AT 3:15 PM BARNES 124

03/ 30/ 16 (H Heard & Hel d

03/ 30/ 16 (H) M NUTE( L&C)

04/ 04/ 16 (H L&C AT 3:15 PM BARNES 124

BILL: HB 299

SHORT Tl TLE: PERS PARTI Cl PATI ON: CONTRACTORS

SPONSOR(s): W LSON

02/ 05/ 16 (H READ THE FI RST TI ME - REFERRALS

02/ 05/ 16 (H) STA, L&C

03/ 22/ 16 (H STA AT 8: 00 AM CAPI TOL 106

03/ 22/ 16 (H Moved HB 299 Qut of Conmittee

03/ 22/ 16 (H) M NUTE( STA)

03/ 23/ 16 (H STA RPT 5DP

03/ 23/ 16 (H) DP: SPOHNHOLZ, STUTES, KELLER, VAZQUEZ,
LYNN

04/ 04/ 16 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER
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Al aska State Legislature
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POSI TI ON  STATEMENT:
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Juneau, Al aska
PCOSI TI ON STATEMENT: On behalf of Senator Costello, sponsor of
SB 125, presented the sectional analysis of CSSB 125(RES).

EM LY NAUMAN, Legislative Legal Counse

Legi sl ative Legal and Research Services

Legi slative Affairs Agency

Juneau, Al aska

PCOSI TI ON STATEMENT: Answered questions during the hearing on
HCS CSSB 125( RES) .

REPRESENTATI VE LI Z VAZQUEZ

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HCS CSSB
125( RES) .

LORI W NG HEI ER, Director

Di vision of |nsurance

Anchorage O fice

Depart ment of Comrerce, Conmunity & Econom c Devel opnent

Anchor age, Al aska

POSI TI ON STATEMENT: Presented the committee substitute for HB
372, and answered questi ons.

JEANNI E MONK, Seni or Program O ficer

Al aska State Hospital and Nursing Home Associ ation

Juneau, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HB 372.

JON ZASADA, Policy Integration Director

Al aska Primary Care Associ ation

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HB 372.

REPRESENTATI VE TAMM E W LSON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Speaking as the sponsor, introduced HB 299.

M TCH FLYNN, Fire Chi ef

St eese Vol unteer Fire Departnent

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 299.

KATHY LEA, Chi ef Pension Oficer
Di vision of Retirenent and Benefits
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Central Ofice

Depart ment of Adm nistration

Juneau, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
299.

ACTI ON NARRATI VE

3:22:43 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:22 p.m Representatives O son

Tilton, Kito, Josephson, Hughes, and LeDoux were present at the
call to order. Representative Colver arrived as the neeting was
i n progress.

3:23:13 PM

SB 125- LEG SLATI VE MEMBERS OF AGDC BOARD

3:23: 01 PM

CHAI R OLSON announced that the first order of business would be
CS FOR SENATE BILL NO 125(RES), "An Act adding legislative
nonvoting nenbers to the board of directors of the Al aska
Gasl i ne Devel oprment Cor poration.”

3:23:31 PM

SENATOR M A COSTELLO, Al aska State Legislature, speaking as the
sponsor, inforned the commttee [HCS CSSB 125(RES)] is a bill
that strengthens and diversifies the board of directors (board)
for the Al aska Gasline Devel opnent Corporation (AGC), which is
the state's primary representative in the Al aska LNG project

and will be the focal point for policy decisions in the comng
years. She said the bill would facilitate comunication and a
teamwork approach between the board and the |legislature by
adding three legislators as nonvoting nenbers to the board, one
from the Senate, one from the House, and one from either
mnority caucus. The bill also ensures the original intent of
the legislature by reserving four out of the five public seats
on the board for appointees with expertise in natural gas,
pi peline construction, finance, project mnagenent, or other

rel evant experience. Senator Costello stated that having
legislators on a board as inportant as AGDC would provide
perspective, institutional know edge, and continuity. She read

from a nenorandum provided in the conmttee packet from
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Legislative Legal Services, Legislative Affairs Agency, dated
3/ 30/ 16, and signed by Emly Nauman, as follows [in part]:

Gven the split in how other states treat nonvoting
| egislative nenbers, perhaps nothing can be relied
upon to divine the outcone in this state.

SENATOR COSTELLO then referred to a ruling in South Carolina in
2013 that upheld legislators having an ex-officio role on state
boards and comm ssions [docunment not provided]. She opined that
| egislators serving in nonvoti ng posi tions al l evi at es
constitutional concerns, and pointed out that precedent has been
established by the fact that legislators currently serve on
state boards and comm ssions, including state corporations such
as the Knik Arm Bridge and Toll Authority, the Al aska Aerospace
Corporation, the Al aska Seafood Marketing Institute, the Al aska
Comm ssion on Postsecondary Education, the Alaska Health Care
Conmi ssion, the Alaska Crimnal Justice Commission, and the
Al aska Tourism Marketing Board. She urged for the commttee's
support.

3:27: 07 PM

WESTON EILER staff to Senator Ma Costello, Alaska State
Legi slature, on behalf of Senator Costello, paraphrased the
sectional analysis for SB 125, Version S, as follows: [origina
punct uation provided]

Section 1. Amends AS 31.25.020(a), (Al aska Gasline
Devel opnment  Corporation), Governing body. Adds a
menber of the House, appointed by the Speaker, a
menber of the Senate, appointed by the Senate
President and a nmenber of the mnority caucus jointly-
appointed by the presiding officers, as nonvoting
menbers to the AGDC Board.

Section 2: Amends AS 31.25.020(b), (Al aska Gasline
Devel opnent Corporation), Governing body. Requires
four of the five public board nenbers to have
qualifications in natural gas pipeline construction,
operation and nmarketing; fi nance; | arge project
managenent; or other expertise and experience relevant
to the corporation.

Section 3: Anmends AS 31.25.020(d), (Al aska Gasline

Devel opnent Cor por ati on), Governing body. St at es
| egi sl ative nenbers of the board may not be reinbursed
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or conpensated by AGDC for their service on the board
and rel ated costs.

Section 4: Adds new subsection AS 31.25.020(e),
(Al aska Gasline Devel opnent Corporation), Meetings of
the board. Specifies legislative nenbers of the board
may participate in all board activities except voting.
Legi sl ati ve nenbers may not be excluded from executive
sessions, and may not be appointed for a term | onger
than two years.

Section 5: Amends AS 31.25.030(a), (Al aska Gasline
Devel opnment  Corporation), Meetings of the board.
Conform ng | anguage outlining that only voting nenbers
of the AGDC Board nay be selected to serve as chair,
secretary or treasurer. Also defines a quorum as a
majority of voting nenbers of the board.

Section 6: Amends AS 31.25.040(a), (Al aska Gasline
Devel opnent Corporation), Admnistration of affairs;
program directors. Conform ng |anguage that Sectiona
Analysis — SB 125 2 allows only voting nenbers of the
board to nmanage the assets and business of the
corporation and that wvoting nenbers wll delegate
supervision of the admnistration of the corporation
to the executive director.

MR. EIHER noted that conform ng changes are also found in
Sections 7, 8, and 9, and Section 11 provides an immediate
effective date.

3:29:14 PM

REPRESENTATI VE JOSEPHSON directed attention to a nenorandum
provided in the conmttee packet from the Departnent of Law
(DOL) dated 3/20/16, that referred to AGC as an executive
branch entity. He then directed attention to a table provided
in the comittee packet by  Senat or Costello entitled,
"Legislative Menbership on State of Al aska Boards and
Conmi ssions” and asked whether the entities listed thereon were
executive branch agenci es.

MR. EILER deferred to Legislative Legal and Research Services on
the definition, and opined the entities conplied on the list are
a variety of capacities in which legislators, as nonvoting
menbers, advise the functions of the admnistration through
conmi ssions, independent state corporations, divisions, and
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departnments of state governnent, "by which the legislature is
advising the admnistration, and the overall process of state
gover nnent . "

REPRESENTATI VE LEDOUX inquired as to any boards and conm ssions
on which legislators serve that are identical - legally - to the
corporate structure of AGDC.

MR. EILER offered to provide additional information conparing
state corporations; he added that there are many simlarities
between state <corporations involved in large projects, and
| egislators are serving in a nonvoting, ex-officio manner on
boards of directors that nmake busi ness deci sions.

REPRESENTATI VE JOSEPHSON referred to another nenorandum (neno)
[ docunment not provided] dated 12/7/15 in which Emly Nauman, an
attorney for Legislative Legal and Research Services, concluded

that the proposal related to the bill was likely not
constitutional; however, in the 3/30/16 nmeno she said it may not
be constitutional when " ... speaking to nonvoting nmenbership

He asked for the basis for her change in position.

3:34:51 PM

MR EILER recalled that the issue of "voting |Ilegislative
nmenbers" was the subject of an earlier Legislative Legal and
Research Services neno.

REPRESENTATI VE JOSEPHSON r emar ked:

| egislative lawers on the seventh of Decenber

were inclined to say, "This proposal, br oadl y
speaki ng, doesn't, is not consi st ent with the
constitution." Last week, the sanme attorney said,
"Well, it my very well be consistent wth the
constitution.” And |'m asking, whether you know ...

what the difference is.

MR. EILER offered to research previous Legislative Legal and

Research Services opinions on thls matter. He acknow edged t hat
voting legislative nenbers "would run into conflict, wth
regards to the constitutional issues.” He directed attention to

page 4 of the neno dated 3/30/16, which read [in part]:

VWat is <clear is that the issue of nonvoting
| egislative menbers on executive branch boards is
unsettl ed. ... | do not believe the risk is great
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enough that | would advise renoving the legislative
board nmenbers fromthe bill

REPRESENTATI VE LEDOUX suggested the commttee address questions
directly to Ms. Nauman in this regard

3:37:12 PM
The commttee took an at ease from3:37 p.m to 3:39 p.m
3:40: 00 PM

EM LY NAUMAN, Attorney, Legislative Legal Counsel, Legislative
Legal and Research Services, Legislative Affairs Agency,
directed attention to page 3 of a nmeno dated 12/7/15 [docunent
not provided], and pointed out that she noted ex-officio nenbers
may possibly reduce the infringenent on executive branch powers,
thereby | essening the constitutional issues. The main point of
the 12/7/15 meno addressed |egislative nmenbers serving on the
AGDC board that would be voting and participating in officer
selection and other duties. The 3/30/16 nmeno deals wth
| egislative nenbers who are ex-officio and nonvoting nenbers.
Ms. Nauman opined that a court opinion is needed to detern ne
whet her nonvoting | egislative nmenbers are unconstitutional.

REPRESENTATI VE JOSEPHSON said the aforenentioned attorney
general's opinion relies upon 1968 and 1976 State of Al aska
decisions, and on several attorney's general opinions (AG®s).
He said AGO s are presunptively |law and asked whet her Ms. Naunman
does not rely on state opinions "as sort of an overal
jurisprudential analysis."

MS. NAUMAN said correct. She added that there is no AGO that
addresses nonvoting legislative nenbers seated on boards and
comm ssi ons.

REPRESENTATIVE KITO questioned the need for | egi sl ative
representation on the AGDC board because |egislators can attend
any AGDC neeting, and request and receive information from the
cor porati on. Furthernore, if legislative nenbers do not have
the ability to vote, he inquired as to the role of |egislative
board nenbers.

SENATOR COSTELLO rem nded the committee of the inportance of the
gasline project to Alaska's future. Recently, there has been a
high turnover of AGC board nenbers, and nenbers of the
| egi slature have held a long interest in the project, and
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devel oped the project's guiding docunents. She acknow edged
that |egislative nenbers can attend neetings, except the board
meetings often go into executive sessions that exclude nenbers
of the legislature. She opined service on the AGDC board is no
different than that on the Al aska Seafood Marketing Institute or
the Al aska Travel Industry Association boards. Senator Costello
restated the intent of the bill is to foster conmunication,
cooperation, and trust, and legislative nenbers are needed on
the board to represent the people of Alaska and advise the
cor porati on.

3:45: 08 PM

REPRESENTATI VE KITO turned to t he fol |l ow ng concerns:
| egi sl ative nmenbers in attendance during executive sessions; the
continuity of the board; the qualifications of the board
menbers. He pointed out that legislators are lay |eaders and
al though his personal expertise is in engineering, he would not
presune to understand the technicalities of, for exanple, a gas
liquefaction plant, and cautioned that "we're relying on |ay

legislators |ike ourselves that mght not have technica
expertise in natural gas pipelines to be that continuity." In
addition, legislators could be called on by the board to
participate in decisions whenever necessary. He pointed out

that although a legislative nenber of the board could
participate in an executive session, he/she would be unable to
share information with the full Ilegislature, which calls into
guestion the benefits thereof. Representative Kito restated his
guestion as to the role of the legislative board nenber.

SENATOR COSTELLO said legislators have to decide whether to

"agree ... with the premse of the bill which is the people's
branch has a seat at the table, no matter if that table is
inside a |locked door or outside in the public view " Regarding

the value, she recalled that the |egislature passed [Senate Bil
138, passed in the Twenty-Eighth Al aska State Legislature] - the
guiding structure for the project - and legislators are
interested in further participation in the project.

CHAIR OLSON stated his and other nenbers' concern with the
current structure of the board, which has board nenbers wth

experience limted to serving on the Al aska Gasline Port
Aut hori ty. He reviewed the qualities of two unsuccessful
appointees to the AGDC board, and said legislators want to see
| egi sl ative nenbers on the board because " ... the direction

that it nmay be going my not be the direction that was
envi sioned by the bulk of the people that got the ball rolling."
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REPRESENTATI VE HUGHES expressed strong support for the provision
of the bill that requires expertise and experience. She
inquired as to the nature of executive sessions, and asked for
t he reasons the AGDC board woul d go into executive session.

MR. EILER advised that AGC is exenpt from nmany parts of the
Adm ni strative Procedure Act, except for the open neetings |aw
He deferred to AGDC

3:51:36 PM

REPRESENTATI VE HUGHES asked whether the bill sponsor can assure
the coomttee that if there are nonvoting |egislative nmenbers on
t he board, the board would remain apolitical

SENATOR COSTELLO pointed out that the legislature votes on the
appoi ntnments  of menbers  of the board, except for the
conmmi ssi oners. She remar ked:

| would like to see the people's branch be represented
there. Wether you see that as political ... | see it
as only adding value to, to the board, and addi ng sone
depth in terns of the history of the legislation, the
hi story of the project.

REPRESENTATI VE HUGHES then asked whether the sponsor is
confident that if during executive sessions wth |egislative
board nenbers present, the other AGB board nenbers would be
free to "lay things out on the table.”

SENATOR COSTELLO opined that all board nenbers would follow
gui del i nes and procedures.

REPRESENTATI VE JOSEPHSON i nquired as to the laws related to when
executive branch officials can listen to |egislative executive
sessions; for exanple, whether they can attend an executive
session of a Legislative Budget and Audit (JBUD) conmttee
meet i ng.

SENATOR COSTELLO declined to answer
M5. NAUMVAN said she was not aware of any law that allows a
menber of the executive branch to sit in on a legislative

commttee executive session. In further response to
Represent ati ve Josephson, she restated her answer.
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REPRESENTATI VE JOSEPHSON questioned whether other conmm ssions
and boards such as the Al aska Aerospace Corporation, Departnent
of Mlitary & Veterans’ Affairs, and the Knik Arm Bridge and
Tol | Aut hori ty, Depart ment of Transportation & Public
Facilities, have been challenged by a claim that |egislators
shoul d not serve.

SENATOR COSTELLO said, "Not that | am aware."

3:57:16 PM

CHAIR OLSON was told that Conmi ssi oner  Shel don  Fi sher,
Depart ment of Adm ni strati on, was invited to the [ast
Legi slative Council neeting executive session but declined to

attend at the direction of the governor.

REPRESENTATI VE KITO advised that Legi sl ative Council and
Legislative Budget and Audit committees have the ability to
invite any individual, but an individual nust be invited to
participate in executive sessions.

CHAI R OLSON understood that any nenber of the House and Senate
can attend, but not participate in, an executive session.

REPRESENTATI VE LEDOUX asked whether the commttee would hear
testimony from the administration in opposition to the bill.
She gave her history of serving on the Aerospace Corporation
board of directors.

3:59:56 PM
CHAI R OLSON opened public testinony.
4:00: 22 PM

REPRESENTATI VE LI Z VAZQUEZ, Al aska State Legislature, rem nded
the commttee that the board is not set up as part of the
executive branch - reporting directly to the governor - but is
set up as an independent corporation and is exenpt from
per sonnel and procurement regul ations, and statutes that pertain
to the rest of the state. She opined AGDC is only required to
conply with the open neetings law, in fact, if a |legal decision
rendered in the state were found, it would relate to an entity
closer to or within the executive branch, as opposed to AGDC,
which is "totally distinct."

4:01: 53 PM
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CHAIR OLSON, after ascertaining that no one further wshed to
testify, closed public testinony.

REPRESENTATI VE COLVER expressed his concern that wth a

constitutional 1issue outstanding, AGC board actions nay be
subject to litigation, and "cloud business that we expect AGDC
to do." He read from the Constitution of the State of Al aska
Article Il, Section 5, as follows [in part]:

No | egislator may hold any other office or position of
profit under the United States or the state.

REPRESENTATI VE COLVER conti nued, noting that AGC is supposed to
| ook and act |ike a business, and should not be encunbered wth
politics.

CHAIR OLSON advised that there are "at |east a dozen other
boards, simlar boards, and to the best of ny know edge, we've
never had that issue arise ...."

REPRESENTATI VE KI TO questioned the benefit of adding nenbers to
a board that is operating. Adding three additional nenbers,
especially legislative nmenbers whose appointnents wll change
every two years, does not provide continuity. He said the bil

i s not necessary.

REPRESENTATI VE JOSEPHSON stated the follow ng concerns: 1.)
nmenos witten by Legislative Legal Services that cite two other
states are persuasive authority, however, the neno witten by
the Departnment of Law cites actual state authority on dual
office holding and separation of powers, and is supported by
three AGO statenments; 2.) turnover on the board due to |egal
requi renents of residency; 3.) politicizing of the agency; 4.)
the inability of legislative board nenbers to share executive
session conment s; 5.) constitutionality; 6.) possi bl e
l[itigation. He said he was a "no vote."

REPRESENTATI VE HUGHES gave her experience serving on the board
of directors of the Alaska Travel Industry Association, and said
the addition of legislative nmenbers to the AGDC board could
I nprove comuni cati ons.

4:09: 34 PM
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REPRESENTATI VE HUGHES noved to report [HCS CSSB 125(RES],
Ver si on 29- LS1250\ S, out of comittee W th i ndi vi dual
recommendati ons and t he acconpanying fiscal notes.

4:09: 44 PM

REPRESENTATI VE JOSEPHSON obj ect ed.

4:10: 26 PM

A roll call vote was taken. Representatives Tilton, Hughes,
LeDoux, Colver, and O son voted in favor of HCS CSSB 125( RES)
Representatives Kito and Josephson voted against it. Therefore,

HCS CSSB 125(RES) was reported out of the House Labor and
Commerce Standing Conmittee by a vote of 5-2.

4:10: 47 PM
The conmttee took an at ease from4:10 p.m to 4:14 p. m

HB 372- OMNI BUS | NSURANCE

4:14: 57 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 372, "An Act relating to insurance; relating to
expenses for insurance exam nations; relating to regulations for
insurance utilization review, benefits determnation, health
care insurance grievance resolution procedures, independent
revi ew of adver se det erm nati ons or final adver se
determ nati ons, independent review organizations, and continuing
education providers; relating to required provisions for health
care insurance contracts and policies, including health care
provi der choice; establishing civil penalties for insurers for
failure to provide requested records; anending the definition of
‘wet marine and transportation' insurance; anending provisions
on limted licenses to include crop insurance; relating to
third-party admnistrator notification requirenents; relating to
certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of variable life insurance
policies and variable annuities; establishing limtations on
i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; anmending the definition of
‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donestic insurer; establishing a
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definition of 'bona fide association'; relating to requirenents
and penalties for commtting a fraudulent or crimnal insurance
act; updating criteria for exam nations; relating to rate filing
devi ations; establishing civil penalties for certain wlful
vi ol ations; and providing for an effective date."

4:15:15 PM

REPRESENTATI VE HUGHES noved to adopt the commttee substitute
(CS) for HB 372, Version 29-LS1379\H, Wallace, 3/30/16, as the
wor ki ng docunent .

CHAI R OLSON obj ected for discussion purposes.
4:15: 27 PM

LORI WNG HEIER, Director, D vision of Insurance, Anchorage
Ofice, Depart ment of Conmer ce, Comuni ty & Econom ¢
Devel opnent, presented changes nmade by the CS for HB 372,
Version H, as foll ows:

* Beginning on page 3, Section 4 is anended by adding to the
title "relating to health care insurance policies" in order
to clarify that workers' conpensation is not included in
the definition of health care insurance policies.

e Section 5 is deleted, affecting subsequent section nunbers.

e Beginning on page 19, Section 31 is changed by adding the
words, "the specific" and "the exact <change in" in
subsection (D). Sections 46 and 50 were deleted, and the
foregoing added to clarify that insurers give notice to the
consuner of 45 days after changes in the premium and form
filings are known.

* Beginning on page 7, Section 8 was Section 5, and now
applies to obstetrics/gynecology (OB/GYN in order to avoid
federal preenption, and adds the words "a participating
health care professional who specializes in obstetrics or
gynecology shall agree to adhere to the health care
insurer's policies and procedures, including procedures
regarding referrals, obtaining prior authorization and
provi di ng services under a treatnent plan, if any, approved
by the health care insurer.”

M5. W NG HEI ER said the above are all the changes nade by the CS
except for renunbering.

4:20: 38 PM
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REPRESENTATI VE JOSEPHSON asked for the reason to avoid federa
preenpti on.

M5. WNG HEIER explained that federal preenption threatens
state-based insurance regulations. In addition, state
conpliance with the [Patient Protection and Affordable Care Act
of 2010 (PPACA)] aids in health care reforns, a possible waiver
or other provisions, in providing better and nore affordable
i nsurance products for consunmers, and in interaction with the
Centers for Medicare and Medicaid Services (CMVS).

REPRESENTATI VE HUGHES asked whether the statement needed to
conply with federal law is specific to OB/ GYN providers.

M5. W NG HEI ER said yes. Previous iterations of the bill used
substantially simlar |anguage.

REPRESENTATI VE HUGHES questioned whether there has been a
reaction from OB/ GYN providers in Al aska.

M5. WNGHEIER said providers were previously aware of the
provi si on. In further response to Representative Hughes, she
offered that the purpose of the provision directed at OB/ GYN
provi ders was to provide transparency and avoid m scomuni cation
bet ween the provider, consuner, and the insurer.

REPRESENTATI VE HUGHES restated her previous concern that the
i nsurer must not dictate a patient's care; she posed a situation
in which an insurer approved a treatnment plan and the provider
deviated from the plan, and asked whether the insurer would pay
for the approved parts of the plan w thout penalty.

M5. W NG HEI ER said the consunmer always has the right to go out
of network for a different procedure, and the insurance conpany
retains the right to pay from the benefit plan; the provision

clarifies for the consuner what to expect "so there will not be
a surprise billing."
4:25:28 PM

REPRESENTATI VE HUGHES restated her concern that this provision
is a federal requirenent.

REPRESENTATI VE LEDOUX confirmed that original Section 5 had been
del et ed.

M5. W NG HEI ER said correct.
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REPRESENTATI VE JOSEPHSON surm sed that subsection (h) is part of
the policy and values of PPACA to ensure that wonen's health
care is fundanental, and is "part and parcel of a general
package of, of primary care."

M5. WNG HEIER said she did not disagree in this regard, but
declined to explain the intent of PPACA

4:27:27 PM
CHAI R OLSON opened public testinony on HB 372.
4:27:44 PM

JEANNI E MONK, Senior Program O ficer, Al aska State Hospital and
Nursing Home Association (ASHNHA), infornmed the commttee that
HB 372 is a conplex bill, of which ASHNHA has not had sufficient
time to fully understand or vet. The stated intent of the bil
is to conform Al aska Statutes to federal law and to the Nationa
Associ ation  of | nsurance  Conmi ssioners (NAIQ st andar ds;
however, which portions of the bill are based on what nodel is
unknown to ASHNHA. Ms. Monk expressed appreciation that Section
5 had been del et ed. However, two areas of concern renain: 1.)
on page 8, lines 15-22, Section 11, the definition of energency
nmedi cal condition does not include the prudent |ayperson
standard which is a standard in federal |aw that addresses the
need for insurance to cover a visit to an energency room based
not on diagnosis, but on the possibility of serious illness, and
ASHNHA urged for the bill to confirm with the definition in
PPACA; 2.) on page 20, lines 15 and 20, Section 32, add the term
"or omts information" to the definition of a fraudulent
i nsurance act, and ASHNHA is concerned that adding this could
turn "any average bill submssion into a fraudulent claim" and
seeks the deletion of "or omts information," or the addition of
"intentionally."

REPRESENTATI VE JOSEPHSON returned attention to Section 11, and
asked whether the present proposed definition of energency
nmedical condition is too restrictive, and sets too high a
standard for a visit to the emergency room

M5. MONK said yes. The prudent |ayperson standard is a |ower
st andar d.

REPRESENTATI VE JOSEPHSON surm sed ASHNHA seeks to protect
patient rights in Section 11.
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M5. MONK said that's exactly right. In further response to
Representative Josephson, she said in Section 32, ASHNHA s
interest is to protect the person who subnmits an insurance bill
whi ch could be a patient or a provider.

REPRESENTATI VE HUGHES pointed out on page 20, line 8, Section
32, read:

(b) A fraudulent insurance act is conmtted by a
person who, with intent to injure, defraud, or deceive

REPRESENTATI VE HUGHES asked if ASHNHA considered that this
| anguage addresses the concern of intent.

4:34: 26 PM

M5. MONK offered to consult with others on this mtter and
respond.

REPRESENTATI VE LEDOUX opined that the new |anguage, "or onts
information” would lead to litigation on whether a claim should
be accept ed.

M5. MONK agr eed.

M5. WNG HEIER advised that part of addressing the cost of
health care is addressing fraud; in fact, any fraudul ent act has
to have intent and cannot be a sinple clerical error, a
m sstatenent, or a one-tinme occurrence. She said this is not
about insurance conpanies failing to pay clains, but about
sonmeone who is commtting fraud.

REPRESENTATI VE KI TO asked how the division determnes intent if
an insurance conpany nakes an accusation of fraud.

M5. WNG HEIER explained the division would not |ook at one
claim or claimant, but the provider would have to file multiple
cl ai mrs agai nst an insurer and establish a pattern of fraud.

REPRESENTATI VE HUGHES suggested that the word "inconplete" found
on page 20, line 15, equates to "or omts information."

M5. WNGHEIER said no, inconplete information is mssing

i nformati on. In further response to Representative Hughes, she
added that "inconplete information" could be a form that was
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hal f conpl et ed, but "omts i nformation" is wthhol ding
informati on that has been requested.

4:40: 00 PM

JON ZASADA, Policy Integration Drector, Alaska Primary Care
Associ ation (APCA), infornmed the commttee APCA is the statew de
menber shi p organi zation of Alaska's comunity health centers.
Because APCA nenbers are safety-net health providers, his
organi zation's conments are focused on the potential inpact of
the bill on its menbers. M. Zasada said APCA nenbers
appreciate the deletion of Section 5. Returning attention to
page 20, Section 32, subsection (b), paragraphs (2) and (3), he
said APCA suggested adding the word "intentionally"” in front of
"or omts information" after consulting with comunity health
associ ations in other states.

REPRESENTATI VE HUGHES questioned whet her page 20, lines 8 and 9
take care of APCA's concern related to fraudul ent intent.

MR. ZASADA sai d APCA seeks to add the word intentionally to nake
t he paragraphs "crystal clear.”

REPRESENTATI VE JOSEPHSON returned attention to page 8, Section
11, and asked whet her APCA agrees with ASHNHA s inclusion of the
prudent |ayperson standard in Section 11

MR. ZASADA disclosed that APCA does not provide energency
services, but does agree with ASHNHA.

4:43: 56 PM

CHAIR OLSQON, after ascertaining that no one further wshed to
testify, closed public testinony.

[HB 372 was held over.]
4:44. 41 PM
The committee took an at ease from4:44 p.m to 4:46 p. m

HB 299- PERS PARTI Cl PATI ON:  CONTRACTORS

4:46: 27 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 299, "An Act excluding certain persons from
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participating in the Public Enployees' Retirenent
Al aska. "

4:46: 44 PM

REPRESENTATI VE TAMM E WLSON, Al aska State Legislature,

System of

speaki ng

as the sponsor of HB 299, paraphrased the sponsor statenment, as

follows: [original punctuation provided]

HB 299, is being brought forward on behalf of the
501(C) 3, nonprofit corporation vol unt eer fire
departments within the Fairbanks North Star Borough,
operating as “independent <contractors”. They are
currently under contract with the borough to provide
energency response services. Each nonprofit fire
departnment has both full tinme paid enployees and
trained volunteers as energency responders. Each of
t hese organi zations provides benefit plans for al

menbers. Dolan vs King County was a |awsuit between
the County and independent non-profit organizations
whi ch provided indigent |egal services to the county.
Over a period of thirty years, King County asserted
i ncreasi ng budgetary and day to day authority over the

formerly independent non-profit organizations.

In

doing so, it asserted nore control over the groups

t hat provided the services. Enpl oyees  of

t he

organi zations sued the County for the state enployee
benefits. They argued that the County’s funding and
cont rol over their “i ndependent” or gani zati ons
essentially nmade them state enpl oyees for the purposes
of participating in the Public Enployees Retirenent
System (PERS) and under pertinent statutes and common

law principles, the Suprene Court agreed

t hat

enpl oyees of the organizations were “enpl oyees” under
state law, and, as such, were entitled to be enrolled

in the PERS. HB 299 would clearly define wh

o is

eligible for the Public Enployees’ Retirenent System
of Alaska and give added protection to municipalities
agai nst such liability. In times of such fiscal strife
this legislation would encourage the exploration and
utilization of cost effective neasures for services
and pronote independent organizations and business.
This bill enphasizes the need, however, to nmmintain

the proprieties of the independent relationship

when

contracting for the provision of essential public

service. | would appreciate your support of HB 299
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REPRESENTATI VE W LSON added that Washi ngton passed a simlar |aw
to prevent further litigation.

4:49: 05 PM
CHAI R OLSON asked how many fire service areas woul d be affected.

REPRESENTATI VE W LSON responded that Fairbanks has five and
Ket chi kan has the same issue.

CHAI R OLSON indicated that the Matanuska-Susitna region may have
as wel | .

REPRESENTATIVE WLSON, as an aside to Representative Colver,
said Fairbanks North Star Borough has approximtely 109 road
service areas. Representative WIson pointed out [ldentifier
DOA- DRB- HB299- 03- 18- 16] is a zero fiscal note. She paraphrased
t he sectional analysis, as follows:

e Section 1 Contractors and enployees of contractors are
excluded fromthis plan
* Section 2 "sanme thing"

e Section 3 adds "a person who is conpensated on a
contractual or fee basis"

REPRESENTATI VE W LSON advised that Section 3 would not inpact
the "university fire service area" enployees, who are nenbers of
the Public Enployees’ Retirenment System (PERS), because the
contract with FNSB is with the University of Al aska.

REPRESENTATIVE KITO inquired as to whether individuals are
covered under another retirenment plan.

REPRESENTATI VE W LSON sai d yes. She added that those affected

by the bill have their own nedical and retirenent plans;
however, they are not enployees of FNSB and would not qualify
for PERS. In further response to Representative Kito, she

explained that in Wshington, a nonprofit that was providing
services sued for coverage under the county system and
prevail ed. Subsequently, Washington clarified its |laws related
to who is a contractor and who is an enployee; the purpose of HB
299 is to clarify that contractors who contract wth
muni cipalities are separate entities, and therefore are not
eligible for nenbership in PERS

4:52:38 PM
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REPRESENTATI VE JOSEPHSON directed attention to the sponsor
statenent and read [in part]:

In tinmes of such fiscal strife this |egislation would
encourage the exploration and wutilization of cost
ef fective measur es for servi ces and pr onot e
i ndependent organi zati ons and busi ness.

REPRESENTATI VE JOSEPHSON asked whether HB 299 was designed to
hel p privatize enpl oyees who are now public enpl oyees.

REPRESENTATI VE W LSON sai d absol utely not.

REPRESENTATI VE HUGHES asked whether a problem related to this
i ssue has arisen

REPRESENTATI VE WLSON answered that "being proactive is nmnuch
better and much nore affordable."

REPRESENTATI VE COLVER questioned how contracts with firefighters
are established.

REPRESENTATI VE W LSON explained that there is a mll rate for
each fire service area, which is separate of the contract
between FNSB for energency nedical services (EMS) that are paid
by the nunber of anbul ance calls made.

REPRESENTATI VE COLVER surm sed EMS is provided by the private
sector or a 501(c) 3 nonprofit entity that is not housed in a
FNSB fire departnent facility.

REPRESENTATIVE WLSON clarified that EMS is part of the fire
departnent; the fire service protection is based on a mll rate
and EM5S is a different area paid by a contract with FNSB. The
anbul ances, and vol unteer and paid responders, are housed in the
fire station.

4:55: 29 PM

REPRESENTATI VE COLVER concluded that EMS coverage is not by a
service area, but is area-w de. He asked about the chain of
conmand.

REPRESENTATIVE WLSON said the staff is directed by the fire
chi ef and an EMS (indisc.). In further response to
Representative Col ver, she affirnmed that the contractual
relationship is just between FNSB and the fire service area.

HOUSE L&C COW TTEE -22- April 4, 2016



REPRESENTATI VE CCOLVER questioned whether previous part-tine
enpl oyees have asked to be covered by PERS.

REPRESENTATI VE WLSON said no. The enployees are covered by
their owm plans and work fulltinme or part-tine for the fire
service area.

REPRESENTATI VE COLVER recalled that in the Matanuska-Susitna
(Mat - Su) Borough, EMS staff is hired by the borough; however, in
order to avoid paying benefits and retirenment, enployees were
kept on part-time status, and this led to a |egal action against
the Mat-Su Borough over enployees' right to PERS. He cauti oned
that "this area of this PERS with the fire departnent and the
EMS enployees is a very expensive proposition for, for
gover nnent . "

REPRESENTATI VE WLSON restated that the proposed |egislation
addresses i ndependent contractors, and none of these [enpl oyees]
are enpl oyees of FNSB. The Mat-Su Borough hired people on a
part-tinme status, but these [individuals] are hired by the fire
service areas as independent contractors.

4:58:48 PM

MTCH FLYNN, Fire Chief, Steese Volunteer Fire Departnent
(SVFD), inforned the conmttee SVFD is a 501(c)3 nonprofit
organi zation in Fairbanks, and an independent contractor wth
the Fairbanks North Star Borough (FNSB) that provides fire and
EMS services wthin a service area on an annual Dbasis.
Recently, FNSB revealed problems with SVFD s contracts that may
pose a financial liability risk to fire service and EMS service
area taxpayers. Al t hough inprovenents to its contracts have
been made, SVFR remains concerned about a possible claimfrom a
current or past enployee who may sue for PERS benefits. The
purpose of HB 299 is to elimnate the aforenentioned threat to
PERS, and is not to prevent the fulfillment of current
contracts, or to renove enployees currently receiving PERS

benefits from the system M. Flynn said there are six
nonprofit fire departnments statewide which contract wth
muni ci pal governnments to provide fire and EMS services. The

Steese Volunteer Fire Departnment has its own nedical and
retirement benefits prograns and nenbers do not intend or expect
to participate in PERS. He asked the committee to support HB
299 in order to protect PERS and those enployees who are
rightfully entitled to PERS nenbership
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REPRESENTATI VE COLVER asked whether it is problematic for
muni ci palities to contract with nonprofits or others, and seek
an excl usi on from PERS.

5:02: 37 PM

KATHY LEA, Chief Pension Oficer, Division of Retirement and
Benefits, Departnent of Admnistration, said it is common for
muni cipalities to contract-out for certain aspects of their
wor k; however, from the perspective of PERS, it is inportant for
i ndependent contractors to remain independent from the contro
of the nunicipality related to finances, behavior, or physica
arrangenent . If not, the independent contractor is no |onger
i ndependent, and can be consi dered an enpl oyee.

REPRESENTATI VE COLVER inquired as to the hours an enployee is
required to work to be entitled to PERS.

5:03:49 PM

MS. LEA said the threshold for part-time service is a mninmm of
15 hours regularly scheduled every week, and fulltime service
requires at l|east 30 hours of work regularly scheduled every
week.

5:04:21 PM

CHAI R OLSON announced that public testinony would remain open.

[ HB 299 was hel d over.]

5:04: 35 PM

ADJ OURNMENT

There being no further business before the conmttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:04 p.m
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