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COW TTEE CALENDAR

HOUSE Bl LL NO. 489
"An Act relating to cruelty to aninals."”

- MOVED CSHB 489(JUD) QUT OF COW TTEE

HOUSE BI LL NO. 180
"An Act requiring child services providers to obtain crimnal
background checks for child services workers."

- MOVED CSHB 180(JUD) QUT OF COW TTEE

HOUSE BI LL NO. 510

"An Act relating to the regulation of commercial notor vehicles
to avoid loss or wthholding of federal highway noney, and to
out-of-service orders concerning commercial notor vehicles;
anending Rule 43.1, Alaska Rules of Admnistration; and
providing for an effective date."”

- MOVED HB 510 OQUT OF COW TTEE

HOUSE BI LL NO 246

"An Act relating to confidentiality of records and to cease and
desi st orders of the division of insurance, to insurance conpany
i nvest nent s, to unauthorized insurers, to surplus lines
insurance, to health insurance, to life insurance, to annuity
i nsurance, to consumer credit insurance, to title insurance, and

HOUSE JUD COW TTEE -1- April 22, 2002



to hospital and nedical service corporations; and providing for
an effective date.™

- MOVED CSHB 246(JUD) OUT OF COWM TTEE

HOUSE BI LL NO. 460

"An Act relating to actions for nonopolies and restraint of
trade, including proof of damages; anending Rule 82, Al aska
Rul es of Civil Procedure; and providing for an effective date."

- MOVED HB 460 OQUT OF COW TTEE
CS FOR SENATE BILL NO. 222(FIN)
"An Act relating to certain notor vehicles that are required to
yield to following traffic.”
- BILL HEARI NG POSTPONED TO 4/ 24/ 02
PREVI QUS ACTI ON
BILL: HB 489

SHORT TI TLE: CRUELTY TO ANl MALS
SPONSCOR( S) : REPRESENTATI VE( S) CHENAULT

Jrn-Date Jr n- Page Action

02/ 19/ 02 2319 (H READ THE FI RST TI ME -
REFERRALS

02/ 19/ 02 2319 (H JUuD

02/ 22/ 02 2370 (H COSPONSOR(S): KOTT

03/01/02 2450 (H COSPONSOR( S): CROFT

03/ 06/ 02 2497 (H COSPONSOR( S) : JAMES, FOSTER

03/ 15/ 02 (H JUD AT 1: 00 PM CAPI TOL 120

03/ 15/ 02 (H Heard & Held

03/ 15/ 02 (H M NUTE( JUD)

03/ 15/ 02 2564 (H COSPONSOR('S) :  LANCASTER

03/ 20/ 02 2628 (H COSPONSOR(S) REMOVED: JAMES

04/ 19/ 02 (H) JUD AT 1:30 PM CAPI TOL 120

04/ 19/ 02 (H Heard & Held -- Tinme Change
M NUTE( JUD)

04/ 22/ 02 (H JUD AT 1:30 PM CAPI TOL 120

BILL: HB 180

SHORT TI TLE: BACKGROUND CHECK COF YOUTH WORKER
SPONSCR( S) : REPRESENTATI VE( S) MCGUI RE

Jrn-Date Jr n- Page Action
03/13/01 0560 (H READ THE FI RST TI ME -
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REFERRALS

03/13/01 0560 (H HES, JUD
03/ 16/ 01 0636 (H COSPONSOR( S) : DYSON
04/ 10/ 01 (H) HES AT 3: 00 PM CAPI TOL 106
04/ 10/ 01 (H) <Bi || Postponed to 4/19>
04/ 19/ 01 (H) HES AT 3: 00 PM CAPI TOL 106
04/ 19/ 01 (H Heard & Held
04/ 19/ 01 (H M NUTE( HES)
02/ 04/ 02 2152 (H) COSPONSOR( S):  CROFT
04/ 18/ 02 (H) HES AT 3: 00 PM CAPI TOL 106
04/ 18/ 02 (H Moved CSHB 180( HES) Qut of
Comm ttee
M NUTE( HES)
04/ 19/ 02 3048 (H COSPONSOR( S) :  STEVENS
04/ 22/ 02 (H) JUD AT 1:30 PM CAPI TOL 120
BILL: HB 510

SHORT TI TLE: COMMERCI AL MOTOR VEHI CLES: REGULATI ONS
SPONSCR('S) : TRANSPORTATI ON

Jrn-Date Jrn- Page Action

03/ 22/ 02 2644 (H READ THE FI RST TI ME -
REFERRALS

03/ 22/ 02 2644 (H TRA, JUD

03/ 28/ 02 (H TRA AT 1: 00 PM CAPI TOL 17

03/ 28/ 02 (H -- Meeting Cancel ed --

04/ 02/ 02 (H TRA AT 1: 00 PM CAPI TOL 17

04/ 02/ 02 (H Moved Qut of Conmittee

04/ 02/ 02 (H) M NUTE( TRA)

04/ 03/ 02 2777 (H TRA RPT 4DP

04/ 03/ 02 2777 (H DP: MASEK, SCALZI, W LSCN,
KCHRI NG

04/ 03/ 02 2777 (H FN1: ZERQ( DOT)

04/ 22/ 02 (H JUD AT 1:30 PM CAPI TOL 120

BILL: HB 246

SHORT TI TLE: OVNI BUS | NSURANCE BI LL
SPONSCR(S): LABOR & COWMERCE BY REQUEST

Jrn-Date Jr n- Page Action

04/ 17/ 01 1015 (H READ THE FI RST TI ME -
REFERRALS

04/ 17/ 01 1015 (H L&C, JUD

04/ 15/ 02 (H L&C AT 3:15 PM CAPI TOL 17

04/ 15/ 02 (H Moved CSHB 246(L&C) CQut of
Comm ttee
M NUTE( L&C)
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04/ 17/ 02 2967 (H L&C RPT CS(L&C) NT 5DP 1INR

04/ 17/ 02 2967 (H) DP: ROKEBERG, HAYES,
CRAWFORD, KOTT,

04/ 17/ 02 2967 (H MURKOASKI ; NR MEYER

04/ 17/ 02 2968 (H) FNL: ZERO( CED)

04/ 22/ 02 (H JUD AT 1:30 PM CAPI TOL 120

BILL: HB 460

SHORT TI TLE: ANTI TRUST Cl VIL COURT ACTI ONS
SPONSOR( S):  REPRESENTATI VE( S) CROFT

Jrn-Date Jrn- Page Action

02/ 19/ 02 2312 (H READ THE FI RST TI ME -
REFERRALS

02/ 19/ 02 2312 (H L&C, JUD

04/ 17/ 02 (H L&C AT 3:15 PM CAPI TOL 17

04/ 17/ 02 (H Moved Qut of Conmittee
M NUTE( L&C)

04/ 18/ 02 3001 (H L&C RPT 3DP 3NR

04/ 18/ 02 3001 (H DP: CRAWFORD, HAYES,
MURKOWEKI

04/ 18/ 02 3001 (H NR. ROKEBERG, MEYER, HALCRO

04/ 18/ 02 3001 (H FN1: | NDETERM NATE( LAW

04/ 18/ 02 3019 (H FI N REFERRAL ADDED AFTER JUD

04/ 22/ 02 (H JUD AT 1:30 PM CAPI TOL 120

W TNESS REG STER

HEATHER M NOBREGA, Staff

to Representative Nornman Rokeberg

House Judiciary Standing Conmttee

Al aska State Legislature

Capitol Building, Room 118

Juneau, Al aska 99801

POSI TI ON STATEMENT: Expl ai ned the changes nade in the proposed
commttee substitute (CS) to HB 489.

REPRESENTATI VE LESI L McGU RE

Al aska State Legislature

Capi tol Building, Room 418

Juneau, Al aska 99801

POSI TI ON STATEMENT:  Sponsor of HB 180.

JOANNE G BBENS, Program Adm ni strat or

Central Ofice

Division of Famly & Youth Services (DFYS)
Department of Health & Social Services (DHSS)
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PO Box 110630

Juneau, Al aska 99811-0630

POSI TI ON STATEMENT: Responded to questions during discussion of
HB 180.

JACK F. BOVEN, Al aska Fast Pitch Softball Association (ph)
11224 Vi a Bal boa

Anchor age, Al aska 99515-2909

POSI TI ON STATEMENT: Testified in support of HB 180.

M KE KRI EBER, St aff

to Representative Vic Kohring

House Transportation Standing Committee

Al aska State Legislature

Capi tol Building, Room 24

Juneau, Al aska 99801

POSI TI ON STATEMENT: Presented HB 510 on behalf of the sponsor,
t he House Transportation Standing Conm ttee.

AVES D. THOWPSON, Director

Anchorage O fice

Division of Measur enent St andar ds & Commerci al Vehi cl e
Enf or cenent

Department of Transportation & Public Facilities (DOT&PF)

12050 I ndustry Wy

Anchor age, Al aska 99515

POSI TI ON STATEMENT: Assisted with the presentation of HB 510
and responded to questions.

FRANK DI LLON; Executive Vice President

Al aska Trucki ng Associ ation, Inc.

3443 M nnesota Drive

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Testified in support of HB 510.

AMY ERI CKSON, Staff

to Representative Lisa Mirkowski

House Labor and Comrerce Standing Committee

Al aska State Legislature

Capi tol Building, Room 408

Juneau, Al aska 99801

POSI TI ON STATEMENT: Presented HB 246 on behalf of the sponsor,
t he House Labor and Comrerce Standing Committee.

KATI E CAMPBELL, Actuary L/ H

Central Ofice, D vision of |Insurance
Department of Comrunity & Econom c¢ Devel opnent ( DCED)
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PO Box 110805

Juneau, Al aska 99811-0805

POSI TI ON STATEMENT: Assisted with the presentation of HB 246
and responded to questions.

BRUCE GALE, Enpl oyee Benefit Consultant

WIllis of Alaska, Inc.

4220 B Street

Anchor age, Al aska 99503

POSI TI ON STATEMENT: Provi ded comments during discussion of HB
246.

CLYDE (ED) SN FFEN, JR., Assistant Attorney General
Fai r Busi ness Practices Section

Civil Division (Anchorage)

Department of Law (DQL)

1031 West 4th Avenue, Suite 200

Anchor age, Al aska 99501-1994

PCSI TI ON STATEMENT:  Presented HB 460.

ACTI ON NARRATI VE

TAPE 02-53, SIDE A
Number 0001

CHAIR NORVAN ROKEBERG called the House Judiciary Standing
Commttee neeting to order at 1:43 p.m Represent ati ves
Rokeberg, Coghill, Meyer, and Berkowitz were present at the call
to order. Representatives Janes and Kookesh arrived as the
nmeeting was in progress.

HB 489 - CRUELTY TO AN MALS

Number 0050

CHAI R ROKEBERG announced that the first order of business would
be HOUSE BILL NO 489, "An Act relating to cruelty to animals."
[Before the conmttee was the proposed conmttee substitute (CS)
for HB 489, version 22-1LS1580\0O, Luckhaupt, 4/18/ 02, adopted as
a work draft on 4/19/02.]

Nunber 0060
REPRESENTATI VE MEYER noved to adopt the proposed committee
substitute (CS) for HB 489, version 22-LS1580\S, Luckhaupt,

4/ 22/ 02, as a work draft. There being no objection, Version S
was before the committee.
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Number 0130

HEATHER M NOBREGA, Staff to Representative Norman Rokeberg,
House Judiciary Standing Conmmttee, Alaska State Legislature,
explained that in Version S, the "m ninmal standard" | anguage was
renmoved as requested; the provision naking a second offense a
felony was renoved, thus cruelty to animals remains a class A
m sdeneanor; and, as suggested by the Departnent of Law (DOL), a
provi sion was added stating that each instance of a violation is
a separate violation, thus a single situation can result in
mul tiple counts. She noted that nenbers have been provided with
a meno fromthe drafter detailing why he rejected the suggestion
to nmove the special sentencing provisions to AS 12.55.

Number 0235

REPRESENTATI VE MEYER noved to report the proposed commttee
substitute (CS) for HB 489, version 22-LS1580\S, Luckhaupt,
4/ 22/ 02, out of commttee with individual recomendations and
the acconpanying fiscal notes. There being no objection, CSHB
489(JUD) was reported from the House Judiciary Standing
Comm ttee.

CHAI R ROKEBERG cal |l ed an at-ease from1:49 p.m to 1:50 p. m

HB 180 - BACKGROUND CHECK OF YOUTH WORKER

Nunber 0281

CHAI R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 180, "An Act requiring child services
providers to obtain crimnal background checks for <child
services workers." [Before the conmttee was CSHB 180( HES). ]

Number 0289

REPRESENTATI VE LESIL McGUI RE, Al aska State Legislature, sponsor,
explained that HB 180 w |l wupdate the statutes pertaining to
licensing of foster honmes, residential child care facilities,
sem -secure resi denti al child care facilities, secure
resi denti al psychiatric treatnment centers, child placenent
agencies, and maternity hones, all of which are currently |isted
in AS 47.35.010. She observed that the legislature has already
established a policy of protecting children through the use of
background checks. She nentioned that this update will conform
Al aska's statutes to the "Adoption & Safe Families Act" (ASFA),
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whi ch was passed by Congress and signed into |law by President
Clinton in 1997. She noted that the goal of the ASFA was to
pronote safety for the nation's children; Congress and the
adm nistration became concerned after hearing reports that
children were being left in, or returned to, unsafe situations.

REPRESENTATI VE McGUI RE expl ai ned that the second part of HB 180
creates a task force that will research the topic of crimnal
background checks for other entities that provide services to or
that have direct or imediate contact wth children in Al aska.
She said that she has been researching ways to better protect
children who participate in various children's clubs and
activities. She relayed that the concept of HB 180 originated
when she learned that an individual with a history of sexual

predation had nolested a constituent's child. The task force
created by HB 180 wll analyze whether nore can be done to
protect <children in areas other than the aforenentioned
institutions, and wll be conposed of five nenbers of the

| egi slature, four nenbers of the public who are child service
providers, and possibly conm ssioners or designees of certain
adm ni strative departnents. Because of concerns about budgetary
constraints, she added, rather than sinply requiring background
checks for all groups that perform services for children, the
task force created by HB 180 will research the issue and provide
a report to the legislature.

REPRESENTATI VE McGUI RE noted that a sectional analysis has been
provi ded, adding that with the exception of a provision that
will allow for the discretionary denial of |icenses, there are
no major policy changes in HB 180. Currently, a license is
automatically denied if an individual has been convicted of
certain crinmes; this aforenmentioned provision - Section 4 -
lists other crinmes for which the departnent wll have the
discretion to deny a license. Section 4 allows the departnent
to analyze whether a person should be issued a license if,
within the preceding five years, that person has been convicted

of the crinmes listed therein. She nentioned that Section 1
allows the departnment to accept licenses issued by other
entities that have state of federal licensing authority, and

that this provision will facilitate placenent.
Number 0801
CHAI R ROKEBERG asked Representative MG@uire how "wedded" she was

to the creation of the task force, and how the fiscal note could
be zero.
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REPRESENTATI VE MGUI RE said that fiscal note is zero because the
plan is to use existing resources. In response to another
guestion, she said that with HB 180, the Joint Committee on
Adm nistrative Regulation Review (JARR) is not «creating new

regul ati ons; rather, the JARR wll sinply "look at the
possibility that solving the problem may be addressed through
regulations, ... through laws, or perhaps ... through

sonething called the 'safe seal programi ... [which] is

patterned after the Better Business Bureau."
REPRESENTATI VE MEYER sai d he supports HB 180.
Nunber 0966

JOANNE d BBENS, Program Adm nistrator, Central Ofice, Division
of Famly & Youth Services (DFYS), Departnent of Health & Soci al

Services (DHSS), in response to a question, said that Section 3
outlines the federal requirenents in terns of denial of
| i censure. There are two parts to Section 3, she explained:

one part - subsection (a) - provides for the mandatory denial of
a license if one has been convicted of any the crinmes |isted
therein, and the other part - subsection (b) - provides for the
mandatory denial of a license if one has been convicted within
the previous five years of any the crines |isted therein. She
noted that the federal law refers to felony convictions;
therefore, to conform with the federal law, if there have been
any felony convictions, the state is not allowed to issue a
| i cense.

CHAlI R ROKEBERG noted that Sections 3 and 4 refer to the issuance
of an initial 1icense. He asked, "Wat if you already have a
| i cense?"

M5. G BBENS explained that that circunstance is addressed in
Sections 7, 8, and 10. For the first year, the state issues a
provi sional license, and at the end of that year, the division
can authorize a biennial |icense, which nust be renewed every
two years. During the renewal process, a background check is
performed again to ensure that none of the prohibited crines
have been committed. Also, if a provider discovers that an
enpl oyee has commtted one of the prohibited crines, the
provi der nust notify the departnent and take appropriate action.

REPRESENTATIVE MGQU RE referred to Section 13, and nentioned
that it "conports with the federal-level effort at trying to get
kids in safe places.” Section 13, she offered, says that "you
don't automatically have to shut down, putting those kids out of
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a place to stay: if you're currently operating [a facility],
and an enpl oyee discloses that serious offense and ... you take
action to renove that enployee, you can continue operating."”

REPRESENTATI VE JAMES asked what other |icensure requirenents are
there that specifically relate to a person's ability to "do the
job."™ Are there any other criteria other than sinply being free
of crimnal charges?

M5. G BBENS said that there are extensive licensing regul ations
already in existence, both for foster hones and for residential
care facilities, that specifically address other safety issues
related to children, such as the type of facility, the size of
the roons, the type of treatnent, and the type of discipline.

Nunber 1230

REPRESENTATI VE MGU RE noted that AS 47.35.017 contains the
statutory requirenents for | i censure of foster hones,
residential child care facilities, sem -secure residential child
care facilities, secure residential psychiatric treatnent
centers, child placenment agencies, and naternity hones. She

al so noted that the departnment has pronul gated regul ati ons that
dovetail with these statutory requirenents.

REPRESENTATI VE JAMES remarked that her concern centers on what
is required of the enployees in those types of facilities.

M5. G BBENS said that there are regul ati ons governi ng enpl oyees

qual i fications. There are certain requirenments for training;
the division prefers individuals to have at |east a bachelor's
degree, but that may be waived, since grantees are required to
provide a certain |evel of training to staff.

REPRESENTATIVE JAMES said she is concerned about t he
requi renents for people who work in child care centers, adding
that it is unlikely that those enployees will have bachelor's
degr ees. Aside from checking an individual's crimnal record,
she asked, what other protections are there with regard to how
much those enpl oyees are required to know.

M5. G BBENS asked to defer that question to the Departnent of
Education and Early Developnent, which is the licensing
authority for daycare prograns. She noted that HB 180 does not
have anything to do with child care workers in daycare centers.
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REPRESENTATI VE COGHI LL remarked that Section 2 refers to
domciliary services, and that this is another situation where
"they've already done it and now we're going to put it in
statute.” He opined that the energence of boarding schools and
charter schools that provide boarding services has created the
need for Section 2.

Nunmber 1418

REPRESENTATI VE JAMES opined that there ought to be a broader
application of the protections offered in [HB 180], so that they
also pertain to child care facilities offering daycare. She
reiterated that she wants to know "what kind of training these
peopl e have."

REPRESENTATI VE MGU RE offered that she does have another
proposal for a bill that would address the issues raised by
Representative Janes.

REPRESENTATI VE BERKOW TZ opined that the proposed |anguage in
Section 5 appears to be sonmewhat of a retreat from the

protections that <children currently enjoy, because under
existing statute, |icenses can be pulled if sonmeone is arrested
for, charged with, or convicted of a serious offense, whereas
the proposed |anguage stipulates that a license can only be
pulled if soneone is convicted of a crine listed in proposed AS
47.35.19(a). So even if there is probable cause to believe that
soneone has conmitted any of these crines, the protections that
currently exist would be taken away. He offered that although

the |anguage proposed in Section 5 refers to a nore discrete
list and is preferable to sinply saying "a serious offense", he
would also like to see the insertion of "been indicted for or
convicted of" after "has" on page 4, line 25. He indicated that
he does not mnd if the new |anguage does not refer to the
arrest stage, since arrests are sonetines "charged high or there
m ght not be proof to bear it out.”™ Wereas with an indictnent,
he noted, at least it's gone through a nodicum of process:
"it's a felony, a grand jury's heard it, there's been sone
vetting."

REPRESENTATI VE McGUIRE said she would consider Representative
Berkowitz's suggestion to be a friendly anmendnent, adding that
it would make the bill stronger.

Nunber 1597
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REPRESENTATI VE BERKOW TZ nade a notion to adopt Amendnent 1 on
page 4, line 25: After "has" delete "a conviction for", and
insert "been indicted for or convicted of". There being no
obj ection, Anendnent 1 was adopt ed.

REPRESENTATI VE BERKOWN TZ then noted that the task force to be
established by HB 180 appears to be focusing on a fairly
di screte question. He said: "I was wondering if there's any
ot her research on whether sufficient crimnal background checks
exi st, and have we done any budget audits? Are there a rash of
conplaints? | was sort of wondering what the enpirical evidence
is, that we're starting with today."

REPRESENTATI VE McGUI RE replied that her staff has done extensive
research regarding what other states have done, and that there
have not been any budget and audit reports done because this
isn't currently an area that requires |icensure. She offered
that establishing the task force involves nmaking a fundanenta
policy change regarding whether to step into an area that
doesn't currently require |licensure, such as when a parent takes
a child and puts himher under the direct supervision of an
adult in a volunteer situation. She said that there is a |lot of
evidence showing that there are problens in this area. She
offered that such evidence "cones from the community," adding
that she has received over 100 e-nmails from people in the
comunity whose children have been victimzed, sonetines by
peopl e who are prior offenders. At issue, she said, is that
sexual predators tend to seek out opportunities where they have
direct contact and control over children.

REPRESENTATI VE BERKOWN TZ noted that [the task force] has a zero

fiscal note, adding that to "nake things go away," it requires
an act of l|egislative |egerdemain. He asked how that came to
pass.

REPRESENTATIVE MGU RE reiterated that she, in collaboration
with the departnent, has decided to use existing resources.

REPRESENTATI VE BERKOW TZ said he has a concern regarding the
constitutionality of the first sentence in subsection (b) of

Section 14, located on page 9, lines 2 and 3. He el aborated:
"In essence, we are passing an act of specific legislation for
an individual - that would be the chair of the [Joint Committee

on Adm ni strative Regul ation Review ."
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REPRESENTATI VE McGUI RE offered that instead, the |anguage coul d
sinply say, "the task force shall be appointed by the Speaker of
t he House [of Representatives]."

Number 1785

REPRESENTATI VE BERKOW TZ made a notion to adopt Amendnent [3]:

To delete the line beginning "The" and ending "force"

on page 9 [lines 2 and 3]. And then the
[ comensurate] change would be on |ine 4: i nstead of
"two additional nenbers", it would read "three nenbers

of the House".

REPRESENTATI VE McGUI RE offered an anendnent to Anmendnent [3]:
"one of which who will chair".

REPRESENTATI VE JAMES asked [of the report], "Is it going to get
done this summer?"

REPRESENTATIVE McGU RE said that [lines 18 and 19] stipulate
that the recommendations will be presented to the legislature in
a witten report by January 21, 2003. She said she would agree
to an anmendnent changing the date to February 21, 2003.

Nunber 1862

REPRESENTATI VE MEYER made a notion to adopt Anendnent 2, on page
9, line 19: Delete "January" and insert "February".
REPRESENTATI VE BERKOW TZ asked: "What happens to legislative

menbers who are on the |[task force] once there's a new
| egi sl ature?"

CHAI R ROKEBERG not ed that the change being discussed pertains to
when the report is due.

REPRESENTATI VE JAMES suggested that perhaps those |egislators
woul d become public nenbers.

REPRESENTATI VE BERKOW TZ questioned that possibility.
REPRESENTATI VE McGUI RE noted that HB 180 does not specifically
require a legislator to present the report. She said that she

envisions that the task force will be doing the bulk of its work
during the interim
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Nunber 1910

CHAI R ROKEBERG noted that there were no objections to Amendnent
2. Therefore, Anendnent 2 was adopt ed.

Nunber 1946

REPRESENTATI VE BERKOW TZ restated his notion to adopt Anendnent
3: After deleting all of the first sentence in subsection (b)
on page 9, it should read: "The speaker of the House of
Representatives shall appoint three nenbers of the House as
voting nmenbers, one of whom shall serve as chair".

REPRESENTATI VE JAMES said she has concern with that anendnent
because there wIll be three Representatives and only two
Senators, which doesn't seem bal anced.

REPRESENTATI VE BERKOW TZ i ndicated that the |anguage also ought
to stipulate that a nenber of the mnority be on the task force.

CHAI R ROKEBERG noted that that is typically the case.
REPRESENTATI VE McGUI RE added that that is her intention as well.
Nunber 2025

CHAI R ROKEBERG restated Amendnent 3, and noted that there were
no objections to the adoption of Anendnent 3. Therefore
Amendnent 3 was adopt ed.

Number 2040

REPRESENTATI VE JAMES made a notion to adopt Anendnent 4, to have
only two nenbers of the House appointed to the task force.

REPRESENTATI VE BERKOW TZ obj ect ed.

REPRESENTATI VE McGUI RE expl ai ned that originally, the task force
was set up to have an even nunber of voting nenbers; because of
concerns expressed in another commttee, however, the |anguage
was changed to allow for an odd nunber of voting nenbers - five
| egi sl ative nmenbers and four public nenbers.

Number 2118

REPRESENTATI VE JAMES, after sone discussion regarding possible
menber shi p makeup, made a notion to adopt Anendnent 4, which she
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restated as providing that the Speaker of the House shal
appoint two nenbers from the House, that the President of the
Senate shall appoint two nenbers from the Senate, that there
shall be five public nenbers, and that the task force shall
appoint its own chair.

Nunber 2144

CHAI R ROKEBERG nmade a notion to anmend Amendnent 4 such that each
body of the legislature appoint [a nenber from the mpjority
caucus and a nenber from the mnority caucus] for a total of
four nenbers. There being no objection, the anendnent to
Amendnent 4 was adopt ed.

REPRESENTATI VE JAMES, for clarification, indicated that the
Speaker of the House and the President of the Senate shall,
t oget her, appoint the public nmenbers.

Number 2193

CHAI R ROKEBERG noted that there were no objections to Amendnent
4, as anended. Therefore, Anendnent 4, as anended, was adopt ed.

[ For the benefit of the reader, the end result is that Anendnent

3 nerely deletes the first sentence of subsection (b) on page 9,

and Anendnent 4, as anended, addresses the appointnent to and
t he conposition of the task force.]

CHAI R ROKEBERG asked whether HB 180 only applies to |icensure of
new facilities.

M5. GBBENS indicated that HB 180 addresses licensure of
existing facilities, noting that currently such facilities have
to go through a |icensure procedure. The only thing new, she
remarked, is the addition of boarding schools, which are not
currently explicitly addressed in statute.

Number 2223

JACK F. BOWEN, Alaska Fast Pitch Softball Association (ph),
testified via teleconference. He said that his organization
requires that a background check be run on individuals prior to
their being allowed to work with youth. He opined that HB 180
is a step in the right direction, and that one of the best
things about it is the formation of the task force, which wl]l
be able to present information to the Ilegislature regarding
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other areas that need to be looked at with regard to |icensing
and background checks.

REPRESENTATI VE JAMES commented that soneday, background checks
may have to be perforned on everyone who works with or around
children, although such a requirenment may not necessarily need
to be | egislated.

CHAI R ROKEBERG cl osed the public hearing on HB 180.

REPRESENTATI VE MEYER said he agrees with Representative Janes:
everyone who works in the field of daycare should have a
background check.

REPRESENTATI VE JAMES said that it is not so nmuch that a person's
crimnal history would preclude himher from working in this
field, as it is that people should be made aware of what an
individual's history is.

M5. G BBENS, in response to a question, noted that HB 180 does
not apply to private daycare centers, although the Departnent of
Educati on and Early Devel opnment has extensive, existing statutes
t hat address background checks for licensed child care centers.

REPRESENTATI VE McGQUI RE, in response to a question, said that she
is not famliar with those particular statutes, but posited that
they are probably simlar to DHSS s statutes regarding crimes
that disqualify a person from working in a given field. To
clarify, she reiterated that via HB 180: "We are updating the
licensing requirenents for foster hones, residential child care
facilities, sem-secure residential child <care facilities,
secure residenti al psychiatric treat nent centers, child
pl acenent agencies, [and] maternity hones."

CHAI R ROKEBERG cal l ed an at-ease from2:34 p.m to 2:35 p. m
Nunber 2372

REPRESENTATI VE MEYER noved to report CSHB 180(HES), as anended,
out of commttee wth individual recommendations and the
acconpanyi ng zero fiscal note. There being no objection, CSHB
180(JUD) was reported out of the House Judiciary Standing
Commi ttee.

CHAI R ROKEBERG cal |l ed an at-ease from2:36 p.m to 2:37 p.m

HB 510 - COWMERCI AL MOTOR VEH CLES: REGULATI ONS

HOUSE JUD COW TTEE -16- April 22, 2002



TAPE 02-53, SIDE B
Nunmber 2380

CHAI R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 510, "An Act relating to the regulation of
commercial notor vehicles to avoid loss or wthholding of
federal highway noney, and to out-of-service orders concerning
commercial notor vehicles; anending Rule 43.1, Al aska Rules of
Adm ni stration; and providing for an effective date."

Nunber 2375

M KE KRIEBER, Staff to Representative Vic Kohring, House
Transportation Standing Committee, Alaska State Legislature,
said, on behalf of the sponsor, the House Transportation
Standi ng Conmittee (HTRA), that the Departnent of Transportation
& Public Facilities (DOT&PF) requested the introduction of HB
510. He indicated that HB 510 is intended to conplete Executive
Order 98 by transferring from the Departnment of Public Safety
(DPS) to [the DOT&PF] the authority to promulgate regul ations
pertaining to the transportation of hazardous material s.

Number 2324

AVES D. THOWSON, Director, Anchorage Ofice, D vision of
Measur enment St andar ds & Conmer ci al Vehi cl e Enf or cenent ,
Department of Transportation & Public Facilities (DOT&PF),
testified via tel econference. He said:

We're the folks that operate the weigh stations, issue
permts, conduct driver/vehicle safety inspections, et

cetera. As M. Krieber nentioned, [HB 510], as
proposed, conpletes the consolidation of truck size,
weight, ... safety, and permtting regulatory prograns
that was started wth Executive Oder 98 at the
beginning of fiscal vyear [FY] 98. Most  of the
authority to effectively operate the truck, size,
weight, ... safety, and permtting progranms was given
at the tinme to the departnent. The authority to

pronul gate regulations for driver/vehicle safety
requi renents and hazardous nmaterials transport was not
transferred and currently resides in the Departnent of
Public Safety. House Bill 510 transfers that
authority to the [DOT&PF]. . ..
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The hazardous materials transport regulations deal
W th notification, novenent , | abel i ng, and
docunentati on of hazardous materials |oads. Feder al
law requires that the state commercial notor vehicle
safety regulations be no less stringent than federal
law or regulations; wunder 49 U S . C. 31141, state
commercial notor vehicle regulations are preenpted if
the Secretary of Transportation finds that state
conmmer ci al not or vehicl e regul ati ons are | ess
stringent. In the past, Al aska has avoided that
result by incorporating, by reference, the federal
not or carrier safety regul ations, whi ch  provide
equi pnent standards, working conditions for drivers,

and vehicle inspection standards. Federal |aw also
requires t hat hazar dous material s transport
regul ations be conpatible with federal |aw Agai n,
Al aska has avoided preenption by incorporating, by
reference, the federal nmot or carrier hazar dous

materials transport regul ations.

Number 2235

MR. THOWPSON conti nued:
Al aska has not received any formal sanctions from the
Federal Motor Carrier Safety Adm nistration [FMCSA] on

our currently outdated driver/vehicle and hazardous
materials transport regulations. At the present tineg,

Al aska's regulations in this area ... incorporate, by
reference, the federal regulations as they existed in
1995. W have new regulation drafts prepared and

ready to go through the adoption process as soon as
this legislative change is effective.

In summary ..., passage of [HB 510] conpletes the
transfer of the regulatory authority over commerci al
notor vehicles to DOT&PF. It is in the best

interest of the state, and the trucking industry, for
this transfer to occur, because the people responsible
for the adoption of the comercial notor vehicle
safety and hazardous materials transport regulations

will also be enforcing the standards. Wth the
changes made through [HB 510], the trucking industry
can realize the objective of "one-stop shopping” in

terms of comercial vehicle operations.
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REPRESENTATI VE COGHI LL asked if, in adopting HB 510, the federa
| aws woul d still be adopted by reference.

MR. THOWPSON sai d yes.

REPRESENTATI VE COGHI LL asked whether, via adoption of HB 510,
the state's regulations will beconme too rigid to accept changes
in the federal regulations.

MR. THOWPSON repli ed:

The problem here is that the [DOT&PF] does not have
the authority to promulgate these regul ations, and the
[DPS] had pronulgated the set that is «currently
enf or ced. And when ... we assuned that in Executive
Order 98 that that authority had come along with it,
when we went to adopt the |ater version of the federal
notor carrier safety regulations, we |earned that we
in fact did not have the authority. VWhat this piece
of legislation does is to correct that deficiency.

REPRESENTATI VE COGHI LL surm sed, then, that currently there are
federal reqgulations and the state wll be adopting those
regul ations into state statute.

MR THOWPSON said that is correct, wth sone nodifications,
t hough.

Nunber 2133

FRANK DI LLON, Executive Vice President, Al aska  Trucking
Association, Inc., testified via teleconference in support of HB
510. He said that HB 510 is truly a housekeeping nechanisnm it
is truly sonething that should have been done with the exercise
of Executive Order 98, and it only affects a very small portion
of trucks in Al aska. The nature of the freight determnes
whether a truck is involved in interstate comrerce. Most
trucking activity involves freight that arrives by ship or
barge, or conmes up the highway; this freight, therefore, 1is
already covered by the federal regulations as revised Cctober

2001. Thus nost trucking conpanies are already conplying with
regul ations that are as stringent as state regulations wll be
once they are adopted. He noted, however, that a small
percentage of drivers mght nake the argunent that the federal
regul ations that are nore stringent, in particular those found
on page 2 of HB 510 regarding the consunption of alcohol or
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ot her substances, have never been adopted by the state. He
urged nenbers to nove quickly on this issue.

MR. DILLON, in response to a question, noted that the provisions
regardi ng al cohol and other substances, found in Section 2 of HB
510, have changed substantially in the federal code since 1995,
and al t hough many provisions have been adopted via reference, HB

510 will allow for the adoption of state regulations that wll
be nmore in tune wth federal regulations, particularly wth
regard to hazardous materials issues. In response to another

guestion, he indicated his belief that provisions regarding
commercial notor vehicle inpairnment are currently located in
Title 28. He added that while it is an offense to drive a
commercial vehicle with a breath al cohol concentration (BAC) of
.04, the actual dispatch of a driver is prohibited if there is
even a hint of alcohol on the driver's breath.

REPRESENTATI VE JAMES asked M. Dillon whether he is confortable
with the regulations that wll be pronulgated once HB 510
becones | aw.

MR. DILLON said he is confortable with what will be pronul gated,
and confident in the public process should there be anything
that still needs to be addressed once the regul ations are ready
for public comment. He added that his organization has a very
close working relationship with the [DOT&F], and has pushed
very strongly for the tightest safety regulations that can be
provi ded for under the law, and those currently are the federa
st andar ds.

Nunber 1943

REPRESENTATI VE JAMES noved to report HB 510 out of comittee
with individual recommendations and the acconpanying zero fisca
not e.

REPRESENTATI VE BERKOW TZ commented: "l've been sitting in these
chanbers for a long tine, and it always befuddles nme how
Representative Kohring can nove to adopt federal regulations; |
t hought that was inconpatible with his ten-point plan of the
uni verse. "

Number 1906
CHAIR ROKEBERG noted that there were no objections to the

notion. Therefore, HB 510 was reported from the House Judiciary
St andi ng Conmittee.
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CHAI R ROKEBERG cal |l ed an at-ease from2:47 p.m to 2:50 p. m

HB 246 - OWNI BUS | NSURANCE BI LL

Number 1900

CHAI R ROKEBERG announced that the next order of business would
be HOUSE BILL NO 246, "An Act relating to confidentiality of
records and to cease and desist orders of the division of
i nsurance, to insurance conpany investnents, to unauthorized
insurers, to surplus lines insurance, to health insurance, to
life insurance, to annuity insurance, to consunmer credit
insurance, to title insurance, and to hospital and nedical
service corporations; and providing for an effective date."
[ Before the commttee was CSHB 246( L&C). ]

Nunmber 1889

AMY ERICKSON, Staff to Representative Lisa Mrkowski, House
Labor and Commerce Standing Conmttee, Al aska State Legislature,
said, on behalf of the sponsor, the House Labor and Comrerce
Standing Committee, t hat HB 246 nmakes corrections and
clarifications to the insurance statutes. She el aborat ed:

The nmain areas addressed are: regulatory structure of
multiple [enployer] welfare arrangenents [MEWAS];
confidentiality of records; late paynents for prem um
t axes; annual fees to operate joint i nsur ance
arrangenments; revisions to property-casualty guaranty
fund assessnents; and stop-loss insurance standards.
This is non-controversial; we've had no opposition in
the process, and the D vision of Insurance can testify
to that as well.

CHAIR ROKEBERG noted that there is a proposed anendnent,
hereafter known as Amendnent 1, which read [original punctuation
provi ded] :

Page 9, Line 6:
Insert a new bill section to read:
*SEC. 23. AS 21.27.330(b) is anended to read:
(b) If a licensee that is a firm transacts
busi ness at nore than one place of business, [IN TH S
STATE], the licensee shall pay a license fee or each
pl ace of business that transacts business in this
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state or relative to a subject resident, |ocated or to
be perfornmed in this state.

Nunber 1849

KATIE CAMPBELL, Actuary L/H  Central Ofice, D vision of
| nsurance, Departnent of Community & Economc Devel opnent
(DCED), said that [Anendnent 1] corrects a drafting error in
| egi sl ati on passed l|last year, clarifying that any branch office
that is actually transacting business in Al aska shall pay a
| i censing fee.

CHAI R ROKEBERG noted that [Amendnent 1] will affect the statute
related to the G amm Leach-Bliley Act (G.BA).

Ms. CAMPBELL confirmed this, adding that last year's bil
changed the provision so that instead of every single branch
| ocation being licensed, it would just be the main office that
receives a license, and then the branch offices would pay a fee.
The intent was to not change the fee structure, but the words
"in this state" were mstakenly added, and this created sone
interpretation problens; [Anendnent 1] renoves that |anguage.

CHAI R ROKEBERG asked Ms. Canpbell to explain to the conmttee
what a MEWA is and why there is substantial |anguage pertaining
to MEWAs.

MS. CAMPBELL sai d:

A multiple enployer welfare arrangenment [MEWA] is

defined under ... federal ERISA [Enployee Retirenent
and Income Security Act of 1974] Jlaws, and it's
basically [when] two or nore enployers can get
together and form a pool for purposes of 1issuing or
offering health insurance coverage to their enployees.
And under our current regulatory structure, those

[ MEWAs] would have to be licensed as insurance
conpanies, and there's quite onerous standards there:
they'd have to have $2 mllion in capital and surplus,

which is quite high; there's financial reporting
requirenents; reserving requirenents; and things that
just don't meke sense for that entity. And so what
this bill does is it sets up an appropriate regul atory
structure for them to encourage them to operate in
the state and provide a little bit of conpetition and
ability for the enployers to pool for health insurance
pur poses.
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Number 1729

REPRESENTATI VE JAMES asked Ms. Canpbell if she is saying that
t hese enpl oyers cone together and become the insurer.

M5. CAMPBELL said that if [enployers] self fund, that is true;
they form these arrangenents and they become an insurer. She
noted that sone enployers actually go out and purchase an
i nsurance policy to cover the plan.

REPRESENTATI VE JAMES opined that being an insurer is a |lot
different than purchasing sonething from a |icensed insurer.
She asked why these enployers that become insurers don't need a
| i cense, since [regular] insurers nust be |icensed.

M5. CAMPBELL said: "They would need a |icense, and that's what
this is setting up; it's a separate chapter that deals wth that
specific type of business that they're engaging in."

CHAI R ROKEBERG nentioned that there is a MEWA being fornmed in
Fai rbanks now. Wat this is, he added, is a group of businesses
getting together and becom ng, basically, an underwiter, and
"we would like to be able to encourage that"; thus these
provi sions have been included in HB 246. Unfortunately, the
division currently has to look at this group as if it were a
full-blown insurance underwiter, which requires mneeting very
hi gh sol vency standards. He asked whether the Division of
I nsurance is going to be pronulgating regulations, or if HB 246
contains the standards.

M5. CAMPBELL said that the standards would be in the bill

CHAIR ROKEBERG nentioned that the solvency standard w il be
| owered to $200, 000, which is a huge difference, with the intent
of encouraging MEWAs to form and essentially beconme their own
underwriters.

REPRESENTATI VE JAMES nentioned that she would |ike to encourage
that as well; "we have a real struggle with people not even
being insured at all."” However, she remarked, she doesn't know
where the controls are for the financial requirenents that
determ ne whether a group can function as a MEWA She opi ned
that there ought to be sone requirenent that a group show it can
follow through with the plan it engages in.

Number 1618
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M5. CAMPBELL said that the provisions in proposed AS 21.85 wl|
create a new chapter in statute for MNEWAS. This proposed
chapter lays out very specific requirenents regarding |licensing,
financing, certification by an actuary, stop-loss insurance, and
financi al reporting.

REPRESENTATI VE COGHI LL asked about the provision regarding
menbership for MEWAs in the Conprehensive Health |Insurance
Associ ati on.

M5. CAMPBELL said that that provision was added because "if we
have a separate |icense for [ MEWAs], they wouldn't be considered
a nenber as an insurer, so we have to nention them separately as
a nenber." Thus MEWAs woul d be assessed for the Conprehensive
Heal t h I nsurance Association as well, she added.

CHAIR ROKEBERG referred to the stop-loss insurance provisions
[ Section 35] |ocated on page 13. He asked why the entities
listed therein may not issue a stop-loss insurance policy "that
has an annual attachnment point of clainms incurred for each
i ndi vidual that is |ower than $10, 000".

V5. CAMPBELL repli ed:

If you have a self-funded or a self-insured enployer

and they're taking the risk and paying for health
clainms directly, they will go out and buy a stop-Ioss
insurance policy to cover excess |osses. So if
there's excessively large clains, or [an] excessive
nunber of clains, they have insurance to cover

t hensel ves. . .. This is saying, for any particular
individual, if they have a loss over $10,000, the
insurance would kick in to protect the enployer
because they don't want to take as nuch risk. And
when that drops down too low, you end up having a
situation where it's Dbasically health insurance

they' re purchasing instead of excess | o0ss insurance.
Nunber 1476

CHAI R ROKEBERG sai d: "But you could have a plan ... that ..
didn't kick in until [$5,000] or $10,000, if you offered that as
part of your nmenu selection to enployees, for exanple, where you
had a deductible that was [$5,000 or $10,000], to |ower the
cost."
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M5. CAMPBELL indicated that situation would not be affected by
the provision in Section 35.

CHAIR ROKEBERG renarked that about the only way people can
afford to have insurance anynore is to have high deducti bl es.

REPRESENTATI VE JAMES, referring to lines 18 and 19 of page 13,
asked whether there are any health nmaintenance organizations
| i censed under AS 21. 86.

M5. CAMPBELL said that currently there are none, but noted that
the statutory language is in place should any ever formin the
future

CHAIR ROKEBERG remarked that so nuch |legislation has been
adopted regarding HMOs (heal th nmi ntenance organi zations), it is
unlikely that any ever will form in Al aska. He added, "I w sh
we had an HMO as another alternate form of health care services
in the state.™

REPRESENTATI VE JAMES indicated that she is not in favor of HMOs
because of their behavior.

CHAI R ROKEBERG sai d:

They're ... not all bad guys. Let's blame the U S
Congress for our health care problem because they
won't reinburse Medicare and Medicaid to a reasonable
point, and that's what's called the phantom health tax
in this country, and that's the problem in this
country; it's not so nuch the HM3s or the health care
providers - it's our politicians.

Nunber 1352

BRUCE GALE, Enpl oyee Benefit Consultant, WIIlis of Al aska, Inc.
testified via tel econference. He said:

| would like to talk to the commttee about, first,
the provisions concerning stop-loss insurance, on page
13. And | believe the aggregate attachnment point

requirenents in today's hard stop-loss narket are
somewhat unrealistic. For the past two years, it has
been al nbst inpossible to find an aggregate attachnent
point of 120 percent, for any |arge enployer. The
| onest we have been able to obtain in the marketpl ace
is 120 percent. And | notice that [paragraph (3)] for
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a large enployer is lower than 110 percent of expected
cl ai ns. W have not been able to obtain those kinds
of aggregate attachnent points for the last three
years in the stop-1loss market.

The nunber of carriers that are offering stop-Ioss

i nsurance, both specific and aggregate - nationw de,
not just in the state of Alaska - to enployers of
under 1,000 lives, has shrunk considerably. Those

insurance carriers that are offering stop-loss
i nsurance to these types of MEWA arrangenents are very
few. Right now | believe we have two alternatives -

possibly three - in the state, where we could
approach them for such insurance coverage. I
appreciate that the legislature or the [D vision] of
I nsurance is trying correct sone deficiencies ... in
earlier drafted | egislation.

| would like to remind the commttee that there is
current Al askan insurance law that allows for banding
together of various groups or enployers strictly for
the purpose of insurance to be outside the |aw,

[but] there nust be sone other commonality in those

groups - an association, a professional association,
et cetera. | would also like to state that in nost of
the MEWA arrangenents that | have been involved in,

these arrangenents are operated through a 501(c)(9)
trust, which is a tax-exenpt trust wunder the IRS
[Internal Revenue Service] regulations. These trusts
are governed by a board of trustees that are held to a
fiduciary requirenent - or standard - by ERI SA They
purchase ERI SA-required bonding. They are required to
provi de an annual statenent - certified statenment - by
an auditor. They hire, as a matter of course, a trust
auditor, a trust attorney, and a trust consultant.

Nunber 1190

MR. GALE referred to proposed SEC. 21.85.060 found on page 30,
line 29, which read in part:

| nvest nent s. A nultiple enployer welfare arrangenent
shall maintain an anount at |east equal to 85 percent
of net wunpaid claim liability in ... cash and

equivalents; ... fully insured portion of a bank
deposit when the insurance is provided by a solvent
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agency of the United States governnent ., a bank
certificate of deposit ...; ... savings account...."

MR. GALE said, "I believe what we're tal king about here is what
in the industry is known as ‘'incurred but no reported clains
liability (IBNR),'" defined as those clains that were incurred
prior to the termnation date of the coverage, but presented for
paynent afterwards; those clains would be covered by this
reserving. Referring to line 27 of page 30, which says, "30
percent of unpaid claimliability", he stated:

| don't quite understand what that neans. | believe a
sufficient IBNR reserve should be in the area of 25
percent of annual health clains. And even that, in
today' s mar ket , would be considered a rather
conservative reserving anmount, as today clains tend to
turn nmuch quicker than they have in the past. But |
would Ilike sonme clarification of the anount of
reserves to be established and the 85 percent. I
assunme what the [division] would l|like to have 1is
confirmation that, in fact, these cash reserves exi st
and are available to the trust.

CHAI R ROKEBERG referred back to the stop-loss provisions on page
13. He asked M. Gale if the 120 percent and the 110 percent
were the only figures that he took issue with, and if he could
reconmend any ot her percentages instead.

MR, GALE said: "I would change those nunbers to '125 percent of
expected clains', for both line 27 and line 31."

CHAI R ROKEBERG requested confirmation that this suggestion "has
to do with attainability and you're having difficulty even
getting those nunbers.™

MR, GALE said yes; "I would state that that is alnpbst an
inpossibility in today's marketplace as opposed to just
difficult,” he added.

CHAI R ROKEBERG asked M. Gale whether he had any problens wth
t he other provisions regarding the "attachnment point nunbers.”

Nunmber 1003

MR GALE sai d:
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| would have to work those out. Four thousand dollars
seens, just as a gut reaction, to be relatively |ow
In Alaska, our costs tend to run higher than nost
states in the Lower 48. The $20,000, of course, would
depend upon the nunber of people covered by the trust,
and | would venture to say that a $20,000 figure m ght
be adequate for three or four people. And the cost
associated with establishing and maintaining a MEWA -
that's a totally unrealistic figure, in my opinion

CHAI R ROKEBERG asked M. Gale to clarify which figure he is
referring to regardi ng MEWAS.

MR. GALE sai d:

The figure on line 29 [of page 13], the $20,000 for

[an] expected claim figure, which | assunme is what
that nunber refers to. M. Chairman, it appears to ne

the regulations for the proposed bill [are] trying
to say ... that the aggregate attachnent point would
be $4,000 tines the nunber of individuals - ny copy
has a typo; | assune that's "of", not "if" - covered
under the health benefit plan. In other words, we

woul d have a hard-dollar figure for the maxi mum cl ai ns
paid per individual per year under the policy, and
that nunber would depend entirely upon the benefits
that are actually covered by the aggregate insurance.

Some self-funded clients elect to cover only nedica

and prescription drugs, while others would include
medi cal, prescription drugs, dental and vision clains,

so that nunber would be suspect. And | believe, since
that would result to less than sone $350 - $375 per
enpl oyee per nonth, that appears low to ne. The
nunber shown wunder [subparagraph] (€ in line 29
appears to be an alternative, saying that the
aggregate stop-loss attachnent point, overall for a
year for a group, would be $20, 000. This again, to
me, would be an extrenely |ow nunber, and probably
there should not be a reference to an overall m ninmum
or maxi num because this would depend entirely upon the
nunber of people covered by that policy.

Number 0877

M5. CAMPBELL, in response, said:
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These are actually mninunms, so if the availability in
the market is that you can't get anything under 125
[ percent], this is not saying that you have to have
t hese. This is just saying, if you could get that,
you can't get any |lower than what is here; it's trying
to prevent something from becom ng health insurance

The other point is that these figures ... and these
provi sions are based off of a National Association of
| nsurance Conm ssioners' nodel Jlaw, and that was

hi ghly debated on the national level, and there was an
actuarial firm that they had hired to |ook at these
limtations to make sure that they were reasonable.
And when you have, in the first part, a small enployer
- ... soneone with 2 to 50 enployees - you could have
a small group out there with 2 enployees. And that's
why there's a $20,000 mininum because it wouldn't
make any sense to say $4,000 tines 2 and say you coul d
have [an] $8,000 aggregate stop-loss limt. So,

it'"s the [lower] of the greater of all of those.

CHAI R ROKEBERG asked Ms. Canpbell to comment on M. Gle's
remar ks regardi ng pages 30 and 31.

MS. CAMPBELL sai d:

In [regard] to the 30 percent of unpaid claim
liability in the m ninmum reserving section on page 30,

line 27, there's ... an "or" there to allow for a
different anount if it's certified by an actuary that
that's the appropriate reserve level. So we felt like
we' ve covered that; that 30 percent may be ... perhaps

nore conservative than 25 [percent], but if it's
certified by an actuary that you can have sonething
|l ess than that and that's appropriate, then it would
be okay. The investnent section is basically saying
what types of securities you have to put your npney
in, so that you can feel safe that you're actually
going to have the noney if ... and when you need it.

Number 0731
REPRESENTATI VE BERKOW TZ, referring to the mnimm reserve
provi sion, noted that reserves nust equal the greater of either

30 percent of the wunpaid claim liability or the anpunt
recommended and certified by a qualified actuary.
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M5. CAMPBELL indicated that she stands corrected; it is the
greater of those two anmounts, rather than the |ower.

CHAI R ROKEBERG suggested changing the amount [on |ine 27 of page
30] to 25 percent, as recommended by M. Gle. He asked M.
Canpbell to comrent.

REPRESENTATI VE BERKON TZ noted that this recomendati on cones
fromonly one person.

M5. CAMPBELL said that according to her wunderstanding, on a
nati onw de basis, a lot of MEWAs have struggled financially, and
that is why the states have been given specific authority to
regulate them it's because they have gone under and |left people
w thout health insurance and with unpaid clains. The reserves
are intended as a safety valve, she explained, to nake sure that
MEWAs have the nobney necessary to pay clains.

REPRESENTATI VE BERKON TZ noted, "It seens to ne [that] the
consequence ... of not having ... [reserves] at all, is that
then you run the risk of ... not having any insurance at all."
CHAI R ROKEBERG asked: "Why not allow for a small section of

equity investnents in their whole portfolio?"

M5. CAWMPBELL pointed out that proposed Sec. 21.85.060 only
specifies how 85 percent of net wunpaid claim liability is
invested; the other 15 percent of that Iliability could be
i nvested in other ways.

REPRESENTATI VE BERKOW TZ asked why is it 85 percent? Were does
this [nunber] cone fronf

M5. CAMPBELL said, "Much of this is based off of existing state
| aws that have MEWA | aws on the books, and that provision - ...
that percentage - canme from Montana; ... they've had ... [MEWA
laws on their books for sone tine and haven't had any issues
withit."

CHAI R RCOKEBERG asked if the division stipulates the percentage
of investnent and the nethod of investnment for other regul ated
i nsurers.

Number 0557

M5. CAMPBELL said, "Yes, we do; in fact, ... last year the
| egi slature passed HB 184, and then regulations were adopted
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specifically to insurance conpany investnents, telling them
where they can put their noney."

REPRESENTATI VE BERKOW TZ said that it seem to him that "the
| ower you go, the nore people get insured; ... the lower these
nunbers are, the nore MEWAs coul d exist."

M5. CAMPBELL asked Representative Berkowitz if he is talking
about the reserving | evels.

REPRESENTATI VE BERKOW TZ sai d yes.

M5. CAMPBELL replied: "It's just the |lower anpunt of noney they
actually have to have sitting there to pay clainms when they need
it. | don't know that that nmeans that nore people could afford

it."

CHAIR ROKEBERG said: "This is the degree [of] risk you want to
have on ... the retained capital base."

REPRESENTATI VE BERKOW TZ offered that he did not know whether
"this is as low [or as high] as you can prudently go, for the
degree of risk."

CHAI R ROKEBERG i ndi cated that he is surmsing fromthe testinony
that the departnment is taking a conservative stance because of
the failure rate of the MEWAs. On the other hand, he added, "we
want to try to encourage themtoo."

Number 0420

REPRESENTATI VES BERKON TZ and JAMES nmade a notion to adopt
Amendnent 1. There being no objection, Anendnent 1 was adopt ed.

Nunber 0413

REPRESENTATI VE JAMES noved to report CSHB 246(L&C), as anended,
out of commttee wth individual recommendations and the
acconpanyi ng zero fiscal note. There being no objection, CSHB
246(JUD) was reported from the House Judiciary Standing
Committee.

HB 460 - ANTI TRUST ClIVIL COURT ACTI ONS

Nunmber 0375
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CHAI R ROKEBERG announced that the |ast order of business would
be HOUSE BILL NO 460, "An Act relating to actions for
nonopolies and restraint of trade, including proof of danages;
anmending Rule 82, Al aska Rules of Cvil Procedure; and providing
for an effective date.”

CHAI R ROKEBERG offered that HB 460 "allows us to participate in
large ... ‘'interstate antitrust cases' such as the tobacco
settlenment, which we are now prohibited fromso doing."

Number 0330
CLYDE (ED) SNIFFEN, JR, Assistant Attorney General, Fair

Busi ness Practices Secti on, G vil Di vi sion (Anchor age) ,
Departnent of Law (DOL), testified via tel econference and said:

This bill wll allow the attorney general to bring
claims on behalf of consuners who nmake these indirect
pur chases. We've been directly involved in several

| awsuits where the inability to have this authority
has resulted in the loss of significant suns of noney.
Last year we |ost about $700,000 in a case we felt -
I'"'m involved wth three other cases right now

involving drug manufacturers - that if we had the
ability to bring these types of «clainms, would
certainly increase the likelihood that we would

recover nore noney. So it's sonmething that's in line
wi th what other states have been doing, it's not going
to increase the cost of doing business from our
office, and it's sonething [that] | think would result
in significant resources for consuners.

Nunber 0235

REPRESENTATI VE JAMES noved to report HB 460 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 460 was reported from the
House Judiciary Standing Commttee.

ADJ OQURNVENT

Nunber 0206

There being no further business before the commttee, the House
Judiciary Standing Conmttee neeting was adjourned at 3:23 p.m
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