ALASKA STATE LEG SLATURE
HOUSE JUDI Cl ARY STANDI NG COW TTEE
April 27, 2001
1:10 p. m

MVEMBERS PRESENT

Represent ati ve Nor man Rokeberg, Chair
Representative Scott Ogan, Vice Chair
Representati ve Jeannette Janes
Representati ve John Coghill
Representati ve Kevin Meyer
Representative Ethan Berkow tz
Representative Al bert Kookesh

VEVMBERS ABSENT
Al l nmenbers present
COW TTEE CALENDAR

HOUSE BI LL NO. 86

"An Act relating to civil liability for <certain false or
i nproper allegations in a civil pleading or for certain inproper
acts relating to a civil action.”

- MOVED HB 86 QUT OF COW TTEE

HOUSE BI LL NO. 207
"An Act relating to the judicial districts of the state.”

- MOVED HB 207 QUT OF COW TTEE

HOUSE JO NT RESOLUTI ON NO. 17

Uging the President of the United States and the Congress to
act to ensure that federal agencies do not retain records
relating to lawful purchase or ownership of firearns gathered
t hrough the Brady Handgun Bill instant check system

- MOVED HIR 17 QUT OF COW TTEE

HOUSE BILL NO 134

"An Act relating to the rights of crime victins, the crinme of
violating a protective injunction, mtigating factors in
sentencing for an offense, and the return of certain seized
property to victinms; clarifying that a violation of certain
protective orders is contenpt of the authority of the court;
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expanding the scope of the prohibition of conprom se based on
civil remedy of m sdenmeanor crines involving domestic violence;
providing for protective relief for victinse of stalking that is
not donestic violence and for the crinme of violating an order
for that relief; providing for continuing education regarding
donestic violence for certain persons appointed by the court;
making certain conform ng anendnents; anmending Rules 65.1 and
100(a), Alaska Rules of G vil Procedure; anending Rules 10, 11,
13, 16, and 17, Alaska District Court Rules of Cvil Procedure;
and anending Rule 9, Alaska Rules of Adm nistration.™

- HEARD AND HELD

HOUSE BI LL NO. 160
"An Act requiring the reporting of induced termnations of
pregnanci es. "

- MOVED CSHB 160(JUD) OUT OF COWM TTEE

HOUSE BI LL NO. 184

"An Act relating to the business of insurance, including changes
to the insurance code to inplement federal financial services
refornms for the business of insurance and to authorize the
director of insurance to review crimnal backgrounds for
i ndividuals applying to engage in the business of insurance;
anmendi ng Rule 402, Al aska Rules of Evidence; and providing for
an effective date.™

- HEARD AND HELD
PREVI QUS ACTI ON
BILL: HB 86

SHORT TITLE: CIVIL LI ABILITY FOR | MPROPER LI Tl GATI ON
SPONSOR( S) :  REPRESENTATI VE( S) MULDER

Jrn-Date Jr n- Page Action
01/ 22/ 01 0144 (H READ THE FI RST TI ME -
REFERRALS
01/ 22/ 01 0144 (H JUD, FIN
02/ 07/ 01 0269 (H COSPONSOR( S): ROKEBERG
04/ 11/01 (H JUD AT 1: 00 PM CAPI TOL 120
04/ 11/01 (H Heard & Held
M NUTE( JUD)
04/ 27/ 01 (H JUD AT 1: 00 PM CAPI TOL 120
BILL: HB 207

HOUSE JUD COW TTEE - 2- April 27, 2001



SHORT TI TLE: REALI GNMENT OF JUDI CI AL DI STRI CTS
SPONSCR( S) : REPRESENTATI VE( S) KAPSNER

Jrn-Date Jrn- Page Action

03/ 22/ 01 0691 (H READ THE FI RST TI ME -
REFERRALS

03/ 22/ 01 0691 (H JUD, FIN

04/ 27/ 01 (H JUD AT 1: 00 PM CAPI TOL 120

BILL: HIR 17
SHORT TI TLE: DESTROY BRADY Bl LL RECORDS
SPONSOR(S) : REPRESENTATI VE( S) HAYES

Jrn-Date Jr n- Page Action

02/ 23/ 01 0409 (H READ THE FI RST TI ME -
REFERRALS

02/ 23/ 01 0409 (H JuD

02/ 28/ 01 0473 (H COSPONSOR( S) : DYSON

03/09/01 0528 (H COSPONSOR( S) : GUESS

04/ 19/ 01 1075 (H COSPONSOR( S):  CROFT

04/ 27/ 01 (H JUD AT 1: 00 PM CAPI TOL 120

BILL: HB 134
SHORT TI TLE: CRI ME VI CTI M5 RTS/ CRI MES/ PROTECTI VE | NJ.
SPONSCR(S): RLS BY REQUEST COF THE GOVERNOR

Jrn-Date Jr n- Page Acti on

02/ 19/ 01 0367 (H READ THE FI RST TI ME -
REFERRALS

02/ 19/ 01 0367 (H JUD, FIN

02/ 19/ 01 0367 (H) FN1: | NDETERM NATE( ADM)

02/ 19/ 01 0367 (H) FN2: | NDETERM NATE( COR)

02/ 19/ 01 0367 (H FN3: ZERQ( LAW

02/ 19/ 01 0368 (H GOVERNOR S TRANSM TTAL LETTER

02/ 19/ 01 0368 (H REFERRED TO JUDI Cl ARY

04/ 09/ 01 (H JUD AT 1:00 PM CAPI TOL 120

04/ 09/ 01 (H <Bi || Post poned>

04/ 10/ 01 (H JUD AT 5:00 PM CAPI TOL 120

04/ 10/ 01 (H Heard & Held

04/ 10/ 01 (H) M NUTE( JUD)

04/ 10/ 01 (H M NUTE( JUD)

04/ 27/ 01 (H JUD AT 1:00 PM CAPI TOL 120

BILL: HB 160

SHORT TI TLE: REPORTI NG OF ABORTI ONS
SPONSOR( S):  REPRESENTATI VE( S) COGHI LL
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Action
READ THE FI RST TI ME -
REFERRALS
HES, JUD, FIN
COSPONSOR('S): JAMES, KOIT
COSPONSOR(S): WLSON, MEYER
HES AT 3:00 PM CAPI TOL 106
Heard & Hel d
M NUTE( HES)
HES AT 3:00 PM CAPI TOL 106
Moved CSHB 160( HES) Qut of
Comm ttee
M NUTE( HES)
HES RPT CS(HES) 5DP 1NR 1AM
DP: COGHI LL, KOHRI NG, W LSQON,
Cl SSNA,
STEVENS; NR. JOULE; AM DYSON
FN1: ZERQ( H. HES/ HSS)
COSPONSOR('S): STEVENS
COSPONSOR('S): KOHRI NG
COSPONSOR( S) : GREEN
JUD AT 1:00 PM CAPI TOL 120

SHORT TI TLE: | NSURANCE CODE ANMENDMVENTS
RLS BY REQUEST OF THE GOVERNOR

Jrn-Date Jr n- Page
03/ 09/ 01 0514
03/ 09/ 01 0514
03/ 22/ 01 0697
03/ 23/ 01 0711
03/ 29/ 01

03/ 29/ 01

03/ 29/ 01

04/ 03/ 01

04/ 03/ 01

04/ 03/ 01

04/ 04/ 01 0838
04/ 04/ 01 0838
04/ 04/ 01 0838
04/ 04/ 01 0839
04/ 04/ 01 0847
04/ 05/ 01 0869
04/ 19/ 01 1076
04/ 27/ 01

BILL: HB 184
SPONSOR( S) :
Jrn-Date Jrn- Page
03/ 14/ 01 0588
03/ 14/01 0588
03/ 14/ 01 0589
03/ 14/01 0589
04/ 04/ 01

04/ 04/ 01

04/ 04/ 01

04/ 20/ 01

04/ 20/ 01

04/ 20/ 01

04/ 25/ 01

04/ 25/ 01

04/ 25/ 01

04/ 25/ 01

04/ 26/ 01 1232
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Action
READ THE FI RST TI ME -
REFERRALS
L&C, JUD
FN1: ZERQ( CED)
GOVERNOR S TRANSM TTAL LETTER
L&C AT 3:15 PM CAPI TOL 17
Heard & Hel d
M NUTE( L&C)
L&C AT 3:15 PM CAPI TOL 17
Heard & Hel d
M NUTE( L&C)
L&C AT 3:15 PM CAPI TOL 17
Moved CSHB 184(L&C) Qut of
Commttee
M NUTE( L&C)
M NUTE( L&C)
L&C RPT FORTHCOM NG CS( L&C)
2DP 4NR 1AM
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04/ 26/ 01 1233 (H) DP: HAYES, MURKOWBKI; NR:

HALCRO,

04/ 26/ 01 1233 (H) KOTT, MEYER, ROKEBERG AM
CRAVWFORD

04/ 26/ 01 1233 (H) FNL: ZERO( CED)

04/ 27/ 01 1286 (H RECEI VED CS(L&C) NT

04/ 27/ 01 (H JUD AT 1: 00 PM CAPI TOL 120

W TNESS REG STER

SHELDON E. W NTERS, Attorney at Law

Lessneier & Wnters

Lobbyi st for State Farm I nsurance Conpany

431 North Franklin Street, Suite 400

Juneau, Al aska 99801

POSI TI ON  STATEMENT: Testified in support of HB 86. Duri ng
di scussion of HB 184, testified in support of proposed Anmendnent
1 provided a sunset clause is added.

STEVE CLEARY

Al aska Public Interest Research G oup (AkPIRG

PO Box 101093

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified in opposition to HB 86; during
di scussion of HB 184 expressed concerns regarding an "opt out”
default for financial information.

REPRESENTATI VE MARY KAPSNER

Al aska State Legislature

Capi tol Building, Room 424

Juneau, Al aska 99801

POSI TI ON STATEMENT:  Sponsor of HB 207.

WLLIAMT. COTTON, Executive Director

Al aska Judicial Council (AJO

1029 West 3rd Avenue, Suite 201

Anchor age, Al aska 99501

POSI TI ON STATEMENT: Testified in support of HB 207.

REPRESENTATI VE JOE HAYES

Al aska State Legislature

Capi tol Buil ding, Room 422

Juneau, Al aska 99801

POSI TI ON STATEMENT:  Sponsor of HIR 17.

RALPH SEEKI NS, Presi dent
Al aska W1 dlife Conservation Association (AWCA)
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4611 Maresh Avenue
Fai r banks, Al aska 99709
POSI TI ON STATEMENT: Testified in support of HIR 17.

DEAN J. GUANELI, Chief Assistant Attorney GCeneral

Legal Services Section-Juneau

Crimnal D vision

Department of Law (DQL)

PO Box 110300

Juneau, Al aska 99811-0300

POSI TI ON STATEMENT: On behalf of the adm nistration, asked that
HB 134 be held over through the interim

DANI ELLE SERI NO, St af f

to Representative John Coghill

Al aska State Legislature

Capi tol Buil ding, Room 102

Juneau, Al aska 99801

POSI TI ON  STATEMENT: During discussion of HB 160, answered
guestions on behalf of the sponsor, Representative Coghill.

AL ZANGRI, Chi ef

Vital Statistics

Di vision of Public Health (DPH)

Department of Health & Social Services (DHSS)

PO Box 110675

Juneau, Al aska 99811-0675

POSI TI ON STATEMENT: Answer ed questions during discussion of HB
160 and proposed Anendnent 1.

BOB LOHR, Director

Di vi si on of |nsurance

Department of Comrunity & Econom c¢ Devel opnent ( DCED)

3601 C Street, Suite 1324

Anchor age, Al aska 99503-5948

PCSI TI ON  STATEMENT: Presented HB 184 on behalf of the
adm ni stration.

LI NDA BRUNETTE, Licensing Supervi sor

Central Ofice

Di vision of |nsurance

Department of Comrunity & Econom ¢ Devel opnent ( DCED)

PO Box 110805

Juneau, Al aska 99811-0805

POSI TI ON STATEMENT: Assisted with the presentation of HB 184 by
answeri ng questions.
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JOHN L. GEORGE, Lobbyi st

for American Council of Life Insurance (ACLI),

Nat i onal Association of |ndependent Insurers (NAIIl), and

American Fam ly Life Assurance Conpany (AFLAC)

3328 Fritz Cove Road

Juneau, Al aska 99801

POSI TI ON STATEMENT: During discussion of HB 184, testified in
support of proposed Anendnent 1.

REED STOOPS, Lobbyi st

for Health Insurance Association of Anerica (H AA

240 Main Street, Suite 600

Juneau, Al aska 99801

POSI TI ON STATEMENT: During discussion of HB 184, testified in
support of proposed Amendnent 1.

CHARLI E M LLER, Lobbyi st

for Al aska National |nsurance Conpany (AN C)

PO Box 102286

Anchor age, Al aska 99510

POSI TI ON STATEMENT: During discussion of HB 184, assisted with
the presentation of proposed Anendnent 2.

ACTI ON NARRATI VE

TAPE 01-76, SIDE A

Nunber 0001

CHAIR NORVAN ROKEBERG called the House Judiciary Standing
Commttee neeting to order at 1:10 p.m Represent ati ves
Rokeberg, Qgan, Coghill, Meyer, and Berkowitz were present at

the call to order. Representatives Janes and Kookesh arrived as
the neeting was in progress.

HB 86 - CIVIL LIABILITY FOR | MPROPER LI TI GATI ON

Number 0100

CHAI R ROKEBERG announced that the first order of business would
be HOUSE BILL NO 86, "An Act relating to civil liability for
certain false or inproper allegations in a civil pleading or for
certain inproper acts relating to a civil action.™

Number 0143

SHELDON E. WNTERS, Attorney at Law, Lessneier & Wnters,
Lobbyi st for State Farm |Insurance Conpany ("State Farni), noted
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that over the years, his firm has litigated hundreds of "tort/
civil type cases.” He said that State Farm supports HB 86 for
the reasons articulated in the sponsor statenent. He posited
that HB 86 requires truthfulness and attorney responsibility,
and enforces these requirements wth meaningful consequences.
In defense of the position that there is currently a problem
with frivolous lawsuits, he referred to an article in The
National Law Journal witten by M chael Jones on 3/22/01. M.
Wnters opined that the article establishes two points: One,
that the current system does not prevent |ying, but instead
encourages it in sone instances because there are no neani ngfu

consequences; and two, "lying in lawsuits is w despread.”

MR. W NTERS offered that those who "are in this day to day" see
exanpl es of |lying everyday. He nentioned that another article,
which referred to Alaska Airlines flight 261, noted that
fraudul ent clainms were brought on behalf of children supposedly
fathered illegitimately by four of the passengers. Those
fraudulent <clains were filed by US. attorneys and were
determned to be false, but only after Alaska Airlines had been
subjected to a lot of |litigation and |egal expenses. M.
Wnters opined that the problem of lying during litigation does
exi st.

MR. WNTERS, referring to the hypothetical exanples given at the
| ast neeting on HB 86, said that virtually all of the exanples
that he heard ignored the safeguards in the bill. These
safeguards will address a lot of the concerns expressed to date,
he opi ned. He suggested that hypothetical exanples should not
be used as the basis for stopping legislation. He said it cones
dowmn to a policy call. Wo will be protected? The people who
make fal se statenents, or the people who are the victins of the
fal se statements?

REPRESENTATI VE BERKOW TZ, referring to the exanple given by M.
Cole at that |ast hearing on HB 86, asked whether M. Wnters is
asserting that all of the denial of <clainms that insurance
attorneys nake woul d be inperm ssible under HB 86.

MR. WNTERS said he is not asserting that at all. He noted that
when he heard M. Cole's hypothetical exanple, he thought of
eight or nine different renedies to the situation. First of
all, when an answer to a conplaint is due, it is common practice

(and the law in Alaska) that if "you need nore tine, you call up
the other side and you get nore tinme to answer the conplaint.”
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REPRESENTATI VE BERKOW TZ asked what incentive there is for the
plaintiff to allow that additional tine. He added that there
woul d be every incentive to disregard that courtesy.

Nunmber 0658

MR. WNTERS answered that professional courtesy would be the
i ncentive. If, however, extra tine is not granted, a person
would sinply go to the trial court and ask for nore tinme, which
he has never seen deni ed. On another point related to M.
Cole's exanple, M. Wnters explained, "you don't have to have
bl anket deni als"; other responses include "denied" or "can not

answer for Jlack of information [and] know edge,” which is
commonly [given]. There does not have to be a commitnent in the
answer if there is not enough information to respond. "If you
are commtted to a response,” he pointed out, it can always be
anended; the rules allow for an amendnent w thout even going to
court. He noted that notions to amend are liberally granted.

Therefore, M. Wnters asserted, M. Cole's premse that within
a matter of days, a person has to file a denial that commts
him her to a certain position is just not the case. M. Wnters
noted that if soneone wanted to file a lawsuit based on a
bl anket denial, he/she is required to send notice of that
[intention] and give the other party an opportunity to amend the
deni al .

REPRESENTATI VE OGAN, referring to an exanple given in the
article provided by M. Wnters, remarked that it is up to the
attorneys to point out who is lying, and ultimately the judge or
jury decides the case based on whom they believe the nost. He
noted that the standard of proof in civil Ilitigation is "50
percent plus 1"; therefore, since there are always two sides to
a story, one person nmerely has to be believed 1 percent nore
than the other person. Both parties could be lying, or both
could be telling the truth to the best of their recollection;
the truth could ultimately be determined on a 1 percent
[ margin] .

MR. W NTERS argued that HB 86 is not trying to do away with the

jury system instead, it tries to discourage a "deliberate
intentional false lie.” Honest recollections that are under
dispute will still go before a jury, he explained, but quite

often there are "black and white" different stories in which one
of the parties is lying. He added that the sanctions listed in
HB 86 would not be inposed sinply because soneone doesn't
prevail in a |awsuit.
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REPRESENTATI VE OGAN said he understands that point but noted
that there is already a systemin place to decide who is |ying.
"Why do we need nore," he asked.

MR. W NTERS opined that the purpose of HB 86 is to prevent the
blatant lie to begin with, but if soneone chooses to go through
the jury systemwith a false allegation and he/she gets caught,
then the sanctions would be inposed. He recounted that in nmany
of his cases, although there may be a legitimte dispute about
liability, these lawsuits often include preposterous damge

claimts as well, which drives up the cost of litigation. He
opi ned that the neaningful sanctions inposed on a person should
he/she be caught |Iying are incentive not to nake false

all egations to begin wth.
Nunmber 1036

REPRESENTATI VE BERKOW TZ posited that the code of professional
ethics, Cvil Rule 11, <crimnal statutes, and professional
courtesy already adequately address concerns about false
all egations and false wtnesses. He said he is uncertain why
the addition of HB 86 is supposed to nake all the difference, if
proponents of HB 86 consider the current safeguards inadequate.

MR. WNTERS argued that HB 86 is not directed towards w tnesses,
rather towards the parties and their attorneys. He opined that
what is currently in effect is not working; Cvil Rule 11 only
applies to attorneys (not parties) and is rarely used. I n Keen
v. Ruddy, he noted, the trial court and the supreme court found
that the underlying lawsuit was totally frivolous and brought in
bad faith (and cost the defendant thousands and thousands of
dollars), but the trial court issued a Cvil Rule 11 sanction
agai nst the attorney of only $100, which was subsequently upheld
by the suprene court as sufficient penalty against the attorney
because it carried wth it a stigmm and a nessage of
di sapproval .

REPRESENTATI VE BERKOW TZ, after noting that the representative
from the state chanber of commerce was unable to provide any
specific exanples of frivolous lawsuits during the |ast neeting
on HB 86, said such an inability belies the assertion that there
is strong evidence of a problem

MR. WNTERS offered that the article he provided, Representative
Janmes' personal exanple, the letter fromthe Gty and Borough of
Juneau Manager, and his own anecdotal cases are evidence that
there is a problem
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REPRESENTATI VE BERKOW TZ countered that the aforenentioned
article is nerely anecdotal, just "war stories" from a trial
| awyer, not quantifiable evidence of a problem and, as pointed
out by Representative Ogan, the weaknesses of the clains in the
exanples given were exposed by the attorneys through the
existing legal system The assertion that anecdotal evidence
constitutes strong evidence does not change his position on HB
86, he stated.

Number 1275

STEVE CLEARY, Al aska Public Interest Research Goup (AKPIRG,
testified via tel econference. He noted sinply that the points
rai sed by Representatives Berkowtz and Ogan constitute the main
reasons why AkPIRG opposes HB 86. There are already safeguards
in place, he said, and HB 86 woul d di scourage people from having
their day in court, even if their clains have nerit, sinply
because they may be intimdated by the sanctions listed in HB
86.

CHAI R ROKEBERG cl osed the public hearing, and announced that the
commttee would set HB 86 aside and return to it later in the
nmeet i ng.

HB 207 - REALI GNMENT OF JUDI CI AL DI STRICTS

Number 1411

CHAl R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 207, "An Act relating to the judicial
districts of the state."

CHAI R ROKEBERG cal l ed an at-ease from1:32 p.m to 1:34 p.m
Number 1420

REPRESENTATI VE MARY KAPSNER, Al aska State Legislature, sponsor

explained that HB 207 deals wth a discrepancy between a
judicial district and a court venue district. The Bethel court
currently services the Lower Yukon region of Al aska; however,
residents of that region are in the Third Judicial District, not
the Fourth Judicial District. During the last election for the
retention of judges, the people of the Lower Yukon area were not
able to vote for (or against) the retention of the judge that
services that area. The judicial district boundaries were
established at statehood, she explained, and they were based on

HOUSE JUD COW TTEE -11- April 27, 2001



boundaries of the established election districts and reflected
commerce and communi cation systens at that tine. These systens
have substantially changed since then. She said that HB 207
sinply places court venue for that area wthin the proper
judicial district. She nentioned that the Alaska Givil
Li berties Union (AKCLU) supports HB 207.

Nunmber 1596

WLLIAM T. COITON, Executive Director, Alaska Judicial Council
(AJC), testified via teleconference and said sinply that the AJC
voted unani nously to recommend the change enconpassed by HB 207.
The AJC has recognized the problem even before Representative

Kapsner sponsored this |egislation. The people who live in
villages apart from Bethel, he explained, are serviced by the
courts of Bethel; it is the only practical way to provide such

service, and these people are treated in every way as if they
are in the Fourth Judicial D strict except that they are
currently unable to vote on the judge that services them He
said that as a general rule, judicial districts should not be
changed very often; however, in this particular instance, it
makes a | ot of sense and is a very fair thing to do.

CHAI R ROKEBERG cl osed the public hearing on HB 207.

Number 1690

REPRESENTATI VE JAMES noved to report HB 207 out of comittee
with individual recomendations and the acconpanying fiscal
note. There being no objection, HB 207 was reported out of the
House Judiciary Standing Commttee.

CHAI R ROKEBERG cal |l ed an at-ease from1:40 p.m to 1:41 p.m

HIR 17 - DESTROY BRADY Bl LL RECORDS

Nunber 1707

CHAI R ROKEBERG announced that the next order of business would
be HOUSE JO NT RESOLUTION NO 17, UWUging the President of the
United States and the Congress to act to ensure that federal
agencies do not retain records relating to |awful purchase or
ownership of firearnms gathered through the Brady Handgun Bill
i nstant check system

Nunber 1724
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REPRESENTATI VE JOCE HAYES, Alaska State Legislature, sponsor,
explained that the purpose of HIR 17 is to ensure that the
federal governnent destroy information pertaining to persons who
may lawfully own firearns that is gathered per the Brady Handgun
Bill. Currently the federal governnent retains such infornmation
al t hough doing so is contrary to both the letter and the spirit
of the Brady Handgun Bill. He urged nenbers to pass HIR 17.

Number 1800

RALPH SEEKI NS, Presi dent, Al aska Wildlife Conservati on
Association (AWCA), testified via teleconference. He stated
that the AWCA is in favor of HIR 17, believing that it is an
intrusion for the federal government to retain records | onger
than anything specifically laid out in the Brady Handgun Bill.
He concluded by encouraging the legislature to support HIR 17
adding that it is a step in the right direction.

CHAI R ROKEBERG cl osed the public hearing on HIR 17.
Number 1880

REPRESENTATI VE OGAN rmade a notion to adopt Amendnent 1: on page
2, line 5, insert "dangerous" after "WHEREAS the".

Nunber 1886

CHAI R ROKEBERG obj ect ed.

REPRESENTATI VE OGAN wi t hdr ew Amendnent 1.
Nunber 1894

REPRESENTATI VE JAMES noved to report HIJR 17 out of commttee
wi th individual recomrendations.

REPRESENTATI VE BERKOW TZ noted that in the section of HIR 17
that specifies to whom a copy shall be sent to, all but Louis
Freeh are referred to as "the Honorabl e".

CHAIR ROKEBERG said this is because M. Freeh is an enployee
rat her than an elected official.

REPRESENTATI VE BERKOWN TZ said he recalls that at one point in
time M. Freeh was al so a federal judge.
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CHAI R ROKEBERG asked the sponsor to investigate this further
because if M. Freeh has had the appellation at any time, he
retains it.

Nunber 1952
CHAIR ROKEBERG asked whether there were any objections to
reporting HIR 17 from commttee. There being no objection, HIR

17 was reported fromthe House Judiciary Standing Commttee.

HB 134 - CRIME VICTI M5 RTS/ CRI MES/ PROTECTI VE | NJ.

Number 1970

CHAI R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 134, "An Act relating to the rights of crine
victims, the crime of violating a protective injunction,
mtigating factors in sentencing for an offense, and the return
of certain seized property to victinms; clarifying that a
violation of <certain protective orders is contenpt of the
authority of the court; expanding the scope of the prohibition
of conprom se based on civil renedy of msdenmeanor crimnes
i nvol vi ng donestic violence; providing for protective relief for
victims of stalking that is not donestic violence and for the
crime of wviolating an order for that relief; providing for
continuing education regarding donestic violence for certain
persons appointed by the <court; naking certain conformng
anendnents; amending Rules 65.1 and 100(a), Alaska Rules of
Civil Procedure; anmending Rules 10, 11, 13, 16, and 17, Al aska
District Court Rules of Gvil Procedure; and anmending Rule 9,
Al aska Rul es of Adm nistration."

Nunmber 1976

DEAN J. GUANELI , Chief Assistant Attorney Ceneral, Lega

Servi ces Section-Juneau, Crimnal Division, Departnent of Law
(DAL), explained that the DOL would prefer that HB 134 did not
nove out of commttee at this point. After having discussions
with Senator Halford and his staff, and Lauree Hugonin from the
Al aska Network on Donestic Violence & Sexual Assault (ANDVSA),

the DOL has agreed to work on HB 134 over the interim in an
effort to address sone of the concerns raised.

Number 2081

CHAl R ROKEBERG announced that HB 134 would be held over for the
interim
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CHAI R ROKEBERG cal |l ed an at-ease from1:49 p.m to 1:58 p. m

HB 160 - REPORTI NG OF ABORTI ONS

Nunber 2180

CHAI R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 160, "An Act requiring the reporting of
i nduced term nations of pregnancies.” [Before the commttee was
CSHB 160( HES) . ]

Number 2193

REPRESENTATI VE COGHI LL, as the sponsor of HB 160, expl ained that
HB 160 would put in place a reporting systemfor the term nation
of pregnancies. The Vital Statistics section of the D vision of
Public Health (DPH) will be responsible for providing an annua
report regarding how many abortions are perforned. He noted
that the reporting will be done according to national standards,
and that the information will remain secure. He nentioned that
he has no objections to a forthcom ng anendnent that would
ensure that confidentiality be naintained. He added that the
Al aska Civil Liberties Union (AKCLU) supports HB 160.

REPRESENTATI VE BERKOW TZ asked whether any other nedi cal
procedures are reported.

Nunber 2271

DANI ELLE SERINO, Staff to Representative John Coghill, Al aska
State Legislature, sponsor of HB 160, explained that births,
deat hs, fetal deaths, marriages, and divorces are reported. She
added that sexually transmtted diseases (STDs), any forns of
cancer, tuberculosis, and a nunber other diseases are also
reported by doctors.

REPRESENTATI VE COGHI LL noted that the concept of recording and
reporting abortions is not "precedent setting.”

CHAI R ROKEBERG cl osed the public hearing on HB 160.
Nunber 2349
CHAI R ROKEBERG nmade a notion to adopt Amendnent 1, which read:

Page 2, line 11, follow ng "section":
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Insert ", except that the statistical report nay
not identify or give information that can be used to
identify the nane of any physician who perfornmed an
induced termnation of pregnancy, the name of any
facility in which an induced term nation of pregnancy
occurred, or the name of the nunicipality or community
in which the induced termnation of pregnancy
occurred. "

Page 2, following line 21

Insert a new bill section to read:

"*Sec. 2. AS 18.50.310(a) is amended to read:

(a) To protect the integrity of vital statistics
records, to ensure their proper use, and to ensure the
efficient and proper admnistration of the wvital
statistics system it is unlawful for a person to
permt inspection of [,] or to disclose information
contained in vital statistics records, or to copy or
issue a copy of all or part of a record, except as
provided by this section or as authorized by
regul ations issued under this chapter. Reqgul ati ons
i ssued under this chapt er may not aut hori ze
i nspection, disclosure, or copying of all or part of
any report or record received under AS 18.50. 245,
except that the statistical report prepared under
AS 18. 50. 245(d) may be copied and distributed.”

Renunber the followi ng bill sections accordingly.

CHAI R ROKEBERG expl ained that he is offering Arendnent 1 because
he has concerns about the potential for msuse of information
related to doctors, health clinics, and hospitals; Amendnent 1
is intended to strictly prohibit any information other than the
final report frombecomng a nmatter of public record.

Number 2382

AL ZANGRI, Chief, Vital Statistics, Division of Public Health
(DPH), Departnent of Health & Social Services (DHSS), noted that
he has not yet reviewed Anmendnent 1.

REPRESENTATI VE BERKOW TZ asked whether the reporting of nedical
procedures is done through Vital Statistics or sonme other
entity.

MR.  ZANGRI explained that Vital Statistics receives nedical
reports on births, deaths, nmarriages, divorces, and fetal
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deaths. Oher kinds of nedical procedures or nedical conditions
such as H 'V (human i nmunodeficiency virus) and tubercul osis are
reported to the DPH s Epi dem ol ogy Secti on.

REPRESENTATI VE BERKOW TZ asked Representative Coghill why he
opted not to go through the latter route of reporting with HB
160.

REPRESENTATI VE COGHI LL said that because fetal deaths are
reported t hr ough Vital Statistics, he and depart nment
representatives agreed that it would be appropriate to handle
abortion reporting in the sanme manner.

REPRESENTATI VE BERKOW TZ noted that the [Epidem ology Section]
IS already accustoned to handling confidenti al nedi cal
i nformation.

MR  ZANGRI countered that Vital Statistics also handles
confidential nedical information. He added that there are only
four other states that do not have mnmandatory reporting of
i nduced term nations of pregnancy, and in all of those states
that do report them wth the exception of one or two, that
information is reported through Vital Statistics.

TAPE 01-76, SIDE B
Nunber 2466

REPRESENTATI VE COGHI LL asked M. Zangri to comment on whether
Amendnent 1 is actually needed.

MR, ZANGRI said that vital statistics records are prohibited
frominspection for a specific period of time, by record. There
is nothing in current statute that defines an induced
termnation of pregnancy as a vital statistic record; in the
absence of such a definition, he said, Amendnent 1 is needed and
will be very hel pful.

REPRESENTATI VE COGHILL reiterated that he has no objection to
Amendnent 1.

CHAI R ROKEBERG asked whether Amendnent 1 would have any i npact
on other [confidential] information, or create any unintended
consequences for Vital Statistics.

MR. ZANGRI said it mght create sone problens; other areas in AS

18.50 permt disclosure of birth records after 100 years, and
death, marriage, and divorce records after 50 years. He noted
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that Vital Statistics permts inspection of other vital records
for various purposes as well.

REPRESENTATI VE COGHI LL surmsed that if any regulations have to
be created in order to conply with the requirenments of HB 160
the intent of Amendnent 1 is to protect information pertaining
to induced term nation of pregnancies.

Number 2350

CHAI R ROKEBERG asked whether there were any objections to
Amendnent 1. There being no objection, Arendnent 1 was adopted.

REPRESENTATI VE BERKOW TZ stated that he is incredibly concerned

about privacy and the safety of people; it 1is absolutely
inperative that this information receive the nobst stringent
protection possible. He noted that he has received conplaints

that Vital Statistics has released information to agencies
Wi t hout authorization. Should information pertaining to induced
term nation of pregnancies be released in a simlar fashion, he
said he would view it as the nost egregious type of abuse of

personal privacy. If he ever hears of any instance of such an
abuse, he warned, he would expect the legislature to revisit
this issue. The nore "sideboards"” put around HB 160, the

better, he added.

REPRESENTATI VE COGHI LL said he did not want to elevate this type
of information above other types of sensitive information. He
noted that he has not heard of any breaks in confidentiality.

Nunber 2240

REPRESENTATI VE JAMES noved to report CSHB 160(HES), as anended,
out of commttee wth individual recomendations and the
acconpanying fiscal note. There being no objection, CSHB
160(JUD) was reported from the House Judiciary Standing
Commi ttee.

HB 86 - CIVIL LIABILITY FOR | MPROPER LI TI GATI ON

Number 2230

CHAI R RCKEBERG announced that the commttee would again take up
HOUSE BILL NO. 86, "An Act relating to civil liability for
certain false or inproper allegations in a civil pleading or for
certain inproper acts relating to a civil action.™
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Nunber 2206

REPRESENTATI VE COGHI LL noved to report HB 86 out of commttee
with individual recomendations and the acconpanying fiscal
not es.

Nunber 2199

REPRESENTATI VE BERKOW TZ obj ect ed. He said this is a bad idea
according to Attorney General Cole and Wv Shea; it's bad for
plaintiffs, it's bad for the defendants, it's bad for business,
and the only one it seens to be good for is an individual who
didn't testify here today and one other individual who did

testify. "W heard no quantitative evidence that there is a
ranpant problem out there ..., and in fact, ... to the contrary,
this bill will inpose burdens on business and woul d inpede

on civil justice," he concluded.

Number 2126

A roll <call vote was taken. Representatives Janes, gan
Coghill, and Rokeberg voted to report HB 86 out of committee.
Representatives Berkowitz and Kookesh voted against it.

Therefore, HB 86 was reported from the House Judiciary Standing
Commttee by a vote of 4-2.

CHAI R ROKEBERG cal |l ed an at-ease from2:10 p.m to 2:38 p.m

HB 184 - | NSURANCE CODE AMENDVENTS

Nunber 2128

CHAI R ROKEBERG announced that the l|ast order of business would
be HOUSE BILL NO 184, "An Act relating to the business of
i nsurance, including changes to the insurance code to inplenent
federal financial services refornms for the business of insurance
and to authorize the director of insurance to review crimnal
backgrounds for individuals applying to engage in the business
of insurance; anending Rule 402, Al aska Rules of Evidence; and
providing for an effective date." [Before the conmttee was
CSHB 184(L&C) . ]

Nunmber 2103
BOB LOHR, Director, Division of Insurance, Department  of

Community & Econom c Devel opnent (DCED), explained that HB 184
is the result of federal legislation that passed in 1999 - the
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Fi nanci al Services Mdernization Act, also referred to as the
Gramm Leach-Bliley Act (GBA). This Act took down the barriers
anong i nsurance, banking, and securities that were erected right
after the [Great Depression] by the d ass-Steagall Act. As a
result of G.BA, regulation of these three sectors - insurance,
banki ng, and securities - has had to adapt to "the new reality."
He noted that the Federal Reserve was appointed to be the
"unbrella regulator” over all sectors, but bel ow that,
functional [state] regulation was the key with respect to each
of the other sectors, and, specifically for insurance, state
authority to regulate insurance is preserved. The insurance
sector is wunique in the federal ©picture because there is
essentially no federal regulation of insurance, unlike the
banki ng and securities sectors in which there is both federal
and state regul ation.

MR. LOHR explained that under G.BA, the federal governnment is
requiring states to adopt specific standards for insurance

regul ati on without which national regulation will "kick in"; HB
184 is designed to mmintain state governnment authority for
regul ati on of insurance. He noted that there are three areas
covered by HB 184. One area pertains to producer licensing -
licensing of agents and brokers; if 29 states do not adopt
licensing statutes that treat nonresidents on a reciprocal
basis, then a national system of licensing will be inposed.

Thus far 45 states have introduced legislation to acconplish
reciprocity, which allows sonmeone licensed in another state to
be granted a nonresident license in Al aska and vice versa for an
Al askan |licensee, as long as there is not a regulatory issue to
prevent it such as a crimnal background or other problens found
by the regulating agency. Basically, by sending noney to one
| ocation, a person could be licensed in all 50 states and the
District of Colunbia through a 24-hour process. The |icensing
fees would in turn be distributed to the appropriate states.

MR. LOHR said that a second area covered by HB 184 pertains to
privacy. House Bill 184 addresses what information a person nmay
share that is obtained from insurance applications, which could
include financial information and/or health information, and
what degree of restrictions are appropriate wth respect to
mar keti ng and sharing information. A third area covered by HB
184 involves consunmer protection for banks selling insurance.
Currently there are consuner protection provisions for insurance
conpani es, but now that banks are permtted to sell insurance,
additional provisions are necessary in order to ensure consuner
protection in those areas too.
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Nunber 1816

MR LOHR, in response to questions, said that there are
currently some Dbarriers to nonresident reciprocity. One
provision in HB 184 says that there will be no "post-I|icensing"
barriers, that is, no additional barriers to |icensing. Some

states, for exanple, do not have very nuch "surplus-Ilines"
activity for a non-admtted insurer selling insurance in that
state. Al aska does have a good deal of "that," he said, and as
a result, requires a $200,000 bond from a surplus-Ilines
i censee. Sone states, he noted, require up to a $200,000 bond
but other states do not require anything, so with regard to
reciprocity, "if it's good enough in their state, it's good
enough in ours,” and while this bond can becone an additional
restriction on licensing, it also provides Al askans wth sone
i nportant consumer protections. What is proposed by HB 184 is
to maintain the ability of the director to have a surplus-Ilines
requi renent but not to have it in the licensing chapter; rather
to nove it fromthere to a separate section where it is not tied
inas a licensing restriction.

MR. LOHR nentioned that trust accounts [are an exanple of a
licensing requirenent]; a trust account is used when an agent or
broker is receiving funds that are going to be used to buy
i nsurance from the conpany - those funds nust be maintained and
accounted for separately from any other funds. In HB 184 the
term "trust account " has been repl aced by "fiduciary
responsibility"; the net effect is identical and the director
mai ntains the authority to require trust accounts, but "we de-
link it" from the notion of being an additional 1|icensing
requirenment. He opined that this termnology change would
satisfy the requirenent of reciprocity wthout sacrificing
consuner protection.

REPRESENTATI VE  COGHI LL asked what regul ati ons M. Lohr
anti ci pat es devel opi ng.

MR. LOHR said, for exanple, that sone of the provisions of HB
184 have delayed effective dates, and if the D vision of
| nsurance determ nes that additional regulations are needed, the
authority is there to develop them essentially reenacting by
regul ation what is currently in statute until after the del ayed
effective dates. He noted, however, that sone negotiations are
occurring at the national |evel because "we" don't know quite

what it takes to trigger reciprocity since that will be a "post
state legislative decision”; once a bill is enacted in at |east
29 states, that legislation will be submtted for review to
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determ ne whether the states are reciprocal. In states that are
not, regulations could be adopted to fix the problem wthout
further statutory change. On the issue of fingerprinting, M.
Lohr noted that the D vision of Insurance is attenpting to
strengthen the fingerprinting requirenents by sinplifying the
process through which fingerprints of |icensee applicants can be
used to obtain "FBI data" for crimnal background checks.

Nunber 1561

LI NDA BRUNETTE, Licensing Supervisor, Central Ofice, D vision
of Insurance, Departnent of Community & Econom c Devel opnent
(DCED), added that currently the Division of Insurance requires
any individual - both residents and nonresidents - who transacts
the business of insurance and who is applying for a license to
submt a fingerprint card for a crimnal background check.

MR. LOHR noted that a separate process for conpanies grants what
is called a Certificate of Authority. 1In response to questions,
he noted that the privacy provisions begin on page 43 wth
Section 59, that there is no specific reference in this section
to G.BA, that subsection (b) grants authority to the director
[to adopt regulations that provide protection for a person's
financial and health information], and that paragraph (5)
contains reference to the Health Insurance Portability and
Accountability Act (H PAA) as the default regulations for health
i nsur ance.

CHAIR ROKEBERG nentioned that the House Labor and Commerce
Standing Commttee favored a default "opt in" regarding health
i nsurance information.

MR LOHR noted that directions for "opt in", which prohibits
sharing, start wth subsection (a), and that the follow ng
paragraphs item ze exceptions.

CHAI R ROKEBERG poi nted out that paragraph (4) contains a |arge
list of different insurance activities that would be exenpted
he added that he finds this nmethod of |isting exceptions
cunber sone.

REPRESENTATI VE COGHI LL noted that subsection (b) still gives
authority to nmake regul ations.

CHAI R ROKEBERG noted that while this is correct, the issue is

what type of policy call the legislature is making, whether "opt
in" or "opt out."
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MR, LOHR explained that the term "opt out"” means that personal
information may be shared wth others unless the person
specifically says that it can not be shared; whereas "opt in"
nmeans that personal information may not be shared unless
explicit permssion to do so is given. He added that "opt in"
is typically nore protective of privacy than "opt out." If a
person does not respond to an "opt out" questionnaire,
informati on can be shared. If a person does not respond to an
"opt in" questionnaire, the information will not be shared.

Nunber 1241

CHAI R ROKEBERG noted that what is happening "with this federal
law is that we are in a position where we have to conform our

statutes with national practice.” He said that the question
faced by the legislature is which default Alaskans wll have
"opt in" or "opt out.” He opined that one of the goals should

be to provide a "level playing field" for local insurers and
banks that conpete against national entities. He remarked that
he has cone to the conclusion that national insurance conpanies
are meking national policy, so in order for Al askan conpanies to
conpete, they should not be out of step. He suggested that the
default for health insurance should be "opt in" and the default
for other types of insurance should be "opt out."” He added that
Amendnent 1 addresses this issue. Amendnent 1 reads [origina
punctuation provided]:

Sec. 21. 36. 162 Nondi scl osur e of per sonal
i nformati on. The director shall adopt regulations
regarding the release of fi nanci al and health
information regarding an individual who seeks to
obtain, obtains, or has obtained an insurance product
or service from a licensee that is to be used
primarily for personal, famly, or household purposes.
The regulations must be no less restrictive than the
nodel regul ations adopted by the National Association
of | nsur ance Comm ssi oner s (NCA L) Fi nanci al
Information Privacy Protection Mdel Act, adopted by
the NCO L Executive Conmittee on Novenber 17, 2000 and
anended on March 2, 2001

MR. LOHR explained that Anmendnent 1 would replace nost of

Section 59, beginning on page 43, line 15, through page 45, |ine
27.
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M5 BRUNETTE pointed out that Anmendnent 1 contains a typo:
"National Association of Insurance Conm ssioners” should instead
read "National Conference of Insurance Legislators". As
corrected, Anendnent 1 reads [original punctuation provided]:

Sec. 21. 36. 162 Nondi scl osur e of per sonal
i nformation. The director shall adopt regulations
regarding the release of fi nanci al and health

information regarding an individual who seeks to
obtain, obtains, or has obtained an insurance product
or service from a licensee that is to be used
primarily for personal, famly, or household purposes.
The regulations must be no less restrictive than the
nodel regulations adopted by the National Conference
of Insurance Legislators (NCAOL) Financial Information
Privacy Protection WMdel Act, adopted by the NCOL
Executive Committee on Novenber 17, 2000 and anended
on March 2, 2001.

Nunmber 0855

MR. LOHR said that this change would provide for an "opt in"
default for health information, and an "opt out" default for
financial informtion. He said these defaults would be set as
“the minimum floor"; the Division of Insurance would be all owed
to adopt regulations that would provide for no |less than these
st andar ds.

CHAI R ROKEBERG cal l ed an at-ease from3:06 p.m to 3:13 p.m

Nunber 0703

STEVE CLEARY, Al aska Public Interest Research Goup (AKPIRG,
testified via teleconference. He said that the AKkPIRG has
concerns about privacy rights. [ The AKPIRG is a strong

proponent of an "opt in" default for health information, but
does not support the use an "opt out" default for financial

i nformation. The latter is inappropriate and wll  hurt
consuners, he opined. He pointed out that the mailings sent out
inform ng consuners that their information will be shared unl ess
they respond wll contain very fine print, and therefore

consuners may not be cognizant of the fact that their personal
financial information is going to be shared rather than held
private. M. Ceary said that the AKPIRG would also like to see
included in HB 184 "a private right of action.” Ri ght now, he
explained, individuals need to wait for the D vision of
I nsurance to act on their behalf, but a private right of action
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woul d allow individuals to proceed on their own. He concl uded
by saying he would like to give further testinobny at the next
neeting after taking nore tinme to review HB 184 and its proposed
amendnent s.

CHAI R ROKEBERG remarked that the director of the Division of
I nsurance and various people from the insurance industry all
reconmend using the NCOL nodel as the baseline for regul ations.
He noted that he intends to put a sunset on that provision so
that the legislature can review the issue.

Nunmber 0366

JOHN L. GEORGE, Lobbyist for American Council of Life Insurance
(ACLI), National Association of |ndependent Insurers (NAIIl), and
Anerican Famly Life Assurance Conpany (AFLAC), said that the
organi zati ons he represents favor the adoption of Anmendnent 1,
w thout it, the language is too conplicated and far different
fromwhat is being applied in other states. Most conpani es, on
the other hand, are already famliar with the NCOL nodel. In
response to questions, he said that the "opt out"” default for
"non health insurance” has to be in place for the sake of
uniformity. To have an "opt in" standard for "non health
i nsurance" purposes would be different from what "everyone el se"
has. The "opt out" standard allows insurance conpanies to
continue with their everyday business while still providing
consuners with the option of stating that they do not want their
i nformati on shared.

Nunmber 0163

SHELDON E. WNTERS, Attorney at Law, Lessneier & Wnters,
Lobbyist for State Farm |Insurance Conpany ("State Farni), said
sinply that State Farm supports Anendnent 1 wth the
understandi ng that a "sunset" provision will be added.

Nunmber 0058

REED STOOPS, Lobbyist for Health |Insurance Association of
Anmerica (H AA), said sinply that the H AA supports Anmendnent 1
even though health information is treated nore stringently than
financial information. Consi stency around the country, he
opined, is paranmount to the industry in order to allow Al askan
conpanies to do business under the sanme basic rules as other
st at es. He noted that the regulatory process for "this
particul ar subject” is fairly extensive under the NCO L nodel.
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TAPE 01-77, SIDE A
Number 0030

CHAI R ROKEBERG opined that with the provisions of the G.BA and
the provisions enconpassed by HB 184 going into effect, the
consuner wi || have substantial ly nor e protection t han
previ ously.

MR. LOHR concurred with that point. There is no protection for
i nsurance information gathered from applications at this point
in time; whatever |evel of privacy standard that is adopted by
the legislature wll be an increase over what there 1is
currently, he said.

CHAI R ROKEBERG asked whether M. Lohr would be offended if the
| egislature were to attach a letter of intent regarding "opt
in/opt out."”

MR. LOHR opined that a letter of intent is not necessary; the
mandate to the director is very clear, it is not perm ssive, and

it does "set a floor." Therefore, he added, he could not
i mgi ne a scenario under HB 184 where it would not be "opt in"
for heal t h i nformation [ and "opt out"” for financi al

i nformation].

CHAI R ROKEBERG ar gued, however, that the |anguage sinply refers
to the NCOL nodel and does not specify what the |egislature's
policy is with regard to "opt in/opt out."

MR LOHR said, "it's wyour <call, but | don't believe it's
necessary."

Nunmber 0159

CHAI R ROKEBERG made a notion to adopt Anendnent 1, as corrected.
There being no objection, Amendnent 1, as corrected, was
adopt ed.

Number 0203

CHAI R ROKEBERG made a notion to adopt Amendnent 2, which read
[original punctuation provided]:

*Sec. X AS 21.18. is anmended by adding a new section
to read:

Sec. 21. 18. 160. Val uation of investnents. For
the purposes of this chapter, the value or anount of
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an investnment acquired, held, or invested in or an
investnment practice engaged in under this title,
unl ess otherw se specified in this title, nust be the
val ue at which assets of an insurer are required to be
reported for accounting purposes under this title and
as required under procedures prescribed in published
accounting and valuation standards of the National
Associ ation of Insurance Conmm ssioners, including the
purposes and procedures manual of the securities
val uation office, the valuation of securities manual
the accounting practices and procedures mnmanual, and
the annual st at enent i nstructions or val uati on
pr ocedur es officially adopt ed by t he Nat i onal
Associ ation of Insurance Conmm ssioners.
*Sec. X AS 21.21.010 is repealed and reenacted to
read:

Sec. 21.21.010. Scope. This chapter applies
only to an investnent and investnent practice of a
donmestic insurer and a United States branch of an
alien insurer entered through this state. Except as
provided in AS 21.42.370(c), this chapter does not
apply to separate accounts of a life insurer.
*Sec. X AS 21.21.020 (d) is anended to read:

(d) An investnent Ilimtation based wupon the
anount of the insurer's assets or particular funds
shall relate to the assets or funds shown by the

insurer's annual statenent nobst recently required to
be [AS OF THE PRECEDING DECEMBER 31, DATE OF
ACQUI SI TION OF THE | NVESTMENT BY THE | NSURER, OR SHOMN
BY A CURRENT FINANICAL (stet) STATEMENT] filed wth
the director.

*Sec. X AS 21.21.020 is anmended by adding a new
section to read:

(e) Determnation of conpliance with limtations
under this chapter shall use admtted asset val ues.
*Sec. X AS 21.21.255 is anmended to read:

As provided under 15 U S. C. 77r-1(b) and (c)(Secondary
Mort gage Mar ket Enhancenent Act of 1984), securities
that are purchased, held or invested in by an insurer
shall be regulated under AS 21.18.160 [AS 21.18.150],
AS 21.21 [AS 21.21.050, 21.21.260, 21.21.270], and
ot her applicable provisions of this title.

*Sec. X AS 21.21 is anended by adding a new section to
read:

Sec. 21.21.420. Regul ations. The director shal
adopt regul ati ons r egar di ng i nsur ance conpany
investnments that are consistent wth the defined
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limts standards for investnents of the National
Associ ation of Insurance Conm ssioners, as anended
fromtine to tine."

*Sec. XX. AS 21.24.030(a) is anended to read:

(a) Al deposits required under AS 21.09.090 for
authority to transact insurance in this state shall
consist of certificates of deposit [,] or any
conbination of rated credit instrunments of the United
St at es, Canada, or state of the United States
[SECURITIES OF THE KINDS DESCRIBED IN AS 21.21.060,
21.21.080, AND 21.21.090].

*Sec. XX AS 21.87.220(b) is anended to read:

(b) AS 21.21 shall [THE FOLLOW NG SECTI ONS] apply
to the investnents of service corporations, to the
extent applicable, and, for the purposes of the
application, a service corporation shall be considered
to be an insurer.[: AS 21.21.020-21.21.050, 21.21.290,
AND 21.21.300] .

*Sec. XX AS 21.18. 120, 21.18. 130, 21.18. 140,
21.18.150; 21.21.030, 21.21.040, 21.21.050, 21.21.060,
21.21.070, 21.21.080, 21.21.090, 21.21.100, 21.21.110,
21.21.120, 21.21.130, 21.21.140, 21.21.150, 21.21.160,
21.21.170, 21.21.180, 21.21.190, 21.21.200, 21.21.210,
21.21.220, 21.21.225, 21.21.230, 21.21.240, 21.21.245,
21.21.250, 21.21.260, 21.21.270, 21.21.280, 21.21.290,
21.21.300, 21.21.310, 21.21.321, 21.21.330, 21.21.350,
21.21.355, 21.21.360, 21.21.370, 21.21.380, 21.21.390,
21. 21. 400, 21. 21. 600; AS 21.87.340(7), and
21.87.340(8) are repeal ed.

*Sec. XX The uncodified |law of the State of Alaska is
anended by addi ng a new section to read:

TRANSI TI ON: REGULATI ONS. The director of
i nsurance may i medi ately proceed to adopt regulations
necessary to inplenent the changes nmade by this Act.
The regul ati ons t ake ef f ect under AS 44. 62
(Adm nistrative Procedure Act), but not before the
effective date of the statutory change.

*Sec. XX Sections XX-XX of this Act take effect
January 1, 2002.

Number 0239

CHARLIE M LLER, Lobbyist for Alaska National |nsurance Conpany
(ANIC), explained that ANIC is one of three locally domciled
i nsurance conpanies in Alaska and as such is one of the three
conpani es whose investnents are regul ated under the authority of
Al aska's Division of |Insurance. All the other insurance
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conpani es that underwite and practice in Al aska are domciled
el sewhere and so their investnments are regulated by other
st at es. The conpanies domciled in Al aska have been operating
under sone pretty old statutes that haven't been updated in
quite sone tine. To update those statute would be cunbersone;
they are lengthy and difficult to deal wth. At the suggestion
of the director of the D vision of Insurance, he spoke with his
client about supporting an anmendnent authorizing the director to
promul gate regulations that would address the regulation of
I nvest nment s. He said his client doesn't feel that there is any
conflict between what is good for the industry and what is good
for the regul ators. Primarily, the consumers' investnents need
to be protected; if there is a claim the noney has to be
available to pay the claim Conpani es should not be investing
the noney in risky instrunents that would put clains at risk,
whi ch, unfortunately, takes a |ot of [statutory and/or
regul atory] verbiage to ensure.

MR MLLER said that Amendnent 2 is drafted so as to put a

constraint on the director: he/ she can pronul gate regul ati ons
but they have to be consistent wth the current National
Associ ation of |Insurance Comm ssioners' (NAIC) Model Acts. He

added that the ANIC feels that this authority is appropriate and
that there are several steps in the process during which the
i ndustry can provide input. The industry also has recourse in
court if it feels that the standards of consistency within the
NAI C nodel are not nmet, as well as the recourse of returning to
the legislature for statutory assistance. He said that the ANIC
does not feel that the director wll be given any unfettered
authority via Anendnent 2, rather, that it is to the benefit of
both the industry and the director to have the flexibility to
change current statute via regulation in order to ensure that
the investnent possibilities are current, safe, and appropriate.

REPRESENTATI VE OGAN said he does not share M. MIllers' confort

| evel with the bureaucracy. He added that he views [Anmendnent
2] as a mjor delegation of |legislative authority to the
adm ni strati on. He noted that he would feel better if there

were an i ndependent adm nistrative hearing process.
Number 0550

MR. MLLER said that he and his client have given a great deal
of thought about this particular process, and they do not feel
that they are putting thenselves at the nercy of a bureaucratic
body that won't respond to their needs. This will nerely be a
pronmul gation of regulations that have very clear quidelines;
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since the regulations have to be consistent with the NAI C nodel
the director and his staff won't have nuch flexibility. He
added that he feels [Amendnent 2] constitutes an appropriate use
of the regul atory process.

MR. LOHR added that if Anmendnent 2 is adopted and HB 184 becones
law, he intends to pronulgate as a proposed regulation the
defined limts version of the NAICs nodel |aw on investnent
regul ation. This is an established law, which, if the D vision
of Insurance were to propose updating Al aska statute, is exactly
what woul d be proposed. This would be the starting point for
public comment on a proposed regulation; it would then go
through the full Admnistrative Procedure Act's public hearing
process in which the division would receive public coments, and
then based on that input, a regulation would be adopted. He
opined that the final product of this process would | ook very
simlar to the NAIC s "investnent regulation bill."

MR. LOHR added that there is broad public interest in making
sure that insurance conpanies neet their obligations to pay
claims well into the future, and if the noney that is now in
reserve is not invested wisely, it my not be available to pay
future clains. He added that the regulation that would result
from the aforenentioned process would allow for wupdated
i nvestment  vehi cl es. I nvestnment products that have been
invented in the last 25 years may currently be classified as
suspect investments sinply because they were not available at
the time the original statute was devel oped, but the regulatory

process wuld allow them to be treated as legitimte
i nvest nents. He said that the Division of Insurance supports
Amendnent 2. He also remarked that he has not heard of any

opposition to the concept of Anmendnent 2, and that at the
national |evel there have been extensive public hearings on the
nodel during its devel opnent.

CHAI R ROKEBERG cal |l ed an at-ease from3:35 p.m to 3:37 p.m
Number 0825

CHAIR ROKEBERG asked whether there were any objections to
Amendnent 2. There being no objection, Anendnent 2 was adopt ed.

Number 0842
CHAIR ROKEBERG nmade a notion to adopt Conceptual Anmendnent 3,

"which would be a three-year basic sunset of the privacy rights.
The conceptual anendnent would read sonething to the effect that
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" Those provisions under AS 21.36.162 would sunset on the 90th
day of the next regular session, two years after the
pronul gati on or adoption of the regulations authorized for that
[section].""

Nunber 0874

REPRESENTATI VE MEYER obj ect ed. He asked why the sunset should
be three years instead of two years.

CHAI R ROKEBERG explained that it would be two years after the
regul ations were pronmulgated, and it wll take about a year to
establish the regul ati ons.

MR. LOHR added that a three-year sunset would be preferable to a
t wo-year sunset because the division would experience a couple
of years  of operating under the regulations that are
pr omul gat ed.

REPRESENTATI VE MEYER wi t hdrew hi s obj ecti on.

Nunmber 0967

CHAI R ROKEBERG asked whether there were any further objections
to Conceptual Amendnment 3. There being no objection, Conceptual
Amendnent 3 was adopt ed.

[HB 184 was held over; the hearing on HB 184 was recessed to a
call of the chair, tentatively scheduled for the afternoon of
4/ 28/ 01. ]

ADJ OURNMVENT

Nunmber 0974

CHAI R ROKEBERG recessed the House Judiciary Standing Commttee

neeting at 3:39 p.m, to a call of the chair, tentatively
schedul ed for the afternoon of 4/28/01.
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