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MEMBERS ABSENT
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Senat or Bettye Davis

COW TTEE CALENDAR

CS FOR SENATE BI LL NO. 320(TRA)

"An Act prohibiting discrimnation in insurance rates based on
credit rating or credit scoring; and providing for an effective
date."

HEARD AND HELD

CS FOR HOUSE BILL NO 471(L&0O)

"An Act increasing the maxi rum anount of |oans fromthe bul k fuel
revolving loan fund operated by the Al aska Energy Authority;
precluding certain l|egal action concerning certain technical
assistance to rural utilities; relating to powers of the Al aska
Energy Authority; relating to the definitions of 'net inconme' and
"unrestricted net incone' for purposes of determ ning the anount
of the Alaska Industrial Developnent and Export Authority's
dividend to the state; relating to communities within which rural
devel opnent loans nmay be nade by the Alaska |Industrial
Devel opnent and Export Authority; and providing for an effective
date."

MOVED CSHB 471(L&C) OUT OF COWM TTEE
PREVI OUS COWM TTEE ACTI ON

SB 320 — See Transportation mnutes dated 2/28/ 02 and Labor and
Commerce m nutes dated 3/5/02, 3/26/02 and 4/18/02.

HB 471 - No previous action to record.
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W TNESS REG STER

Ms. Annette Deal

Staff to Senator Cowdery

State Capitol Bldg.

Juneau AK 99811

POSI TI ON STATEMENT: Conmented on SB 320 for sponsor.

Ms. Sarah McNair-Gove

Property Actuary

Di vision of |nsurance

Department of Comrunity and Economi ¢ Devel opnent
PO Box 110805

Juneau AK 99811

POSI TI ON STATEMENT:  Opposed SB 320.

M. John George

Nat i onal Association of |ndependent |nsurers
3328 Fritz Cove Rd.

Juneau AK 99801

POSI TI ON STATEMENT: Opposed SB 320.

M. Steven Conn, Executive Director

Al aska Public Interest Research G oup
POB 101093

Anchorage AK 99510

POSI TI ON STATEMENT:  Supported HB 471.

M. Bob Lohr, Director

Di vision of |nsurance

Departnent of Community and Econom c Devel opnent

3601 C Street, Ste. 1324

Anchorage AK 99503

POSI TI ON STATEMENT: Avail able to answer questions on HB 471.

M. Mchael Harold
No address provided
POSI TI ON STATEMENT: Comment ed on HB 471.

M. John Ki bby, Regional Vice President
Al liance of American Insurers

No address provi ded

POSI TI ON STATEMENT: Opposed SB 320.

M. Mark N ehaus

Progr essi ve | nsurance

No address provi ded

PCSI TI ON STATEMENT: Commented on HB 471.

M. Mark Secon
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Anerican | nsurance Associ ati on
No address provi ded
PCSI TI ON STATEMENT: Comment ed on HB 471.

Ms. Jessica Menendez

Staff to Representative Joe Geen

State Capitol Bldg.

Juneau AK 99811

POSI TI ON STATEMENT: Conmented on HB 471 for the sponsor.

M. Brian Bjorkquist, Assistant Attorney Ceneral
Depart ment of Law

1031 W4th Ave., Ste 200

Anchorage AK 99501

PCSI TI ON STATEMENT: Commented on HB 471.

Ms. Lynn Kenney, Devel opnent Speci ali st

Al aska I ndustrial Devel opnent and Export Authority (Al DEA)
813 W Northern Lights Bl vd.

Anchorage AK 99503

POSI TI ON STATEMENT: Comment ed on HB 471.

ACTI ON NARRATI VE

TAPE 02-29, SIDE A
Nunber 001
#SB320
SB 320- MOTOR VEHI CLE | NSURANCE & REPAI RS

CHAI RVAN BEN STEVENS cal | ed the Senate Labor & Conmerce Conmittee
neeting to order at 1:50 p.m and announced SB 320, version X,
to be up for consideration.

M5. ANNETTE DEAL, Staff to Senator Cowdery, sponsor of SB 320,
expl ai ned the changes. Section 1(c) says that an insurer may not

use credit to cancel a policy. Section 1(g) - The Fair Credit
Reporting Act - under adverse action - those actions are spelled
out. Section 2(a) - the insurer when filing their credit node

only has to file it if requested by the director of the Division
of Insurance. Section 2(c) has itens added to a credit report
that cannot be included as part of the scoring fornula including
a nunber of marketing, pronotional or insurance inquiries, any
coll ection account identified with the nedical industry and the
consuner's total available line of credit. She added that the
debt ratio is acceptable.

Section 3 was added that deletes the repeal date and it was

changed to a report being due one tinme, one year after the
effective date and includes information on how i nsurance scoring
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has affected consuners in Al aska, who receives the benefit, how
credit rating is affecting rates and other issues as determ ned
by the director.

SENATOR TORGERSON asked if section 2 is confidential and if it is
not required to be filed with the departnent, how woul d they know
if a conpany is using credit scoring or not.

M5. DEAL noted that |[|anguage says "if requested”" and that's
| anguage the sponsor would prefer to not have in there. She says
the information is confidential within the D vision of |nsurance
and the onus is on themto not have unfair discrimnation.

SENATOR TORGESON asked how t hey woul d know.

M5. DEAL said the Division of Insurance cannot not disclose
informati on about why a person's policy was cancelled. However,
when adverse action is taken, they have to report that to the
person. This is included in the letter they send out; it doesn't
have to be requested at a later tinme. The provision to cancel has
been del eted. They can charge you a higher prem um and non-renew
you under their particular conpany, but they would have to pl ace
you with an affiliate conpany that they have, so basically you
woul d stay within the particul ar insurance conpany.

SENATOR TORGERSON said that didn't answer his question, but he
didn't think that anyone could say what's going on unless it's
requested by the director.

The idea is to have sonme public awareness of what's
going on and it's all confidential. W have the sane
thing right now The Division of |Insurance has already
testified that the people file their credit score with
themto get their rates approved. Now we're saying they
don't even need to file it wth them | don't
under stand that.

PORTI ONS OF THE FOLLOW NG TESTI MONY ON SB 320 ARE VERBATI M

SARAH MCNAIR  GROVE: PROPERTY- CASUAL  ACTUARY, DVISION OF
| NSURANCE, THE DI VI SI ON HAS SUPPORTED THE LEGQ SLATURE' S ATTEMPTS
TO PLACE PARAMETERS ON THE USE OF CREDI T | NFORVATI ON | N | NSURANCE
RATES, HOWEVER BEL|I EVE THE PROPCSED LEGQ SLATI ON FAI LS TO ADDRESS
| SSUES THAT ARE OF CONCERN TO CONSUMERS AND, | N PARTI CULAR, WE' D
LI KE TO PO NT QUT A COUPLE OF AREAS THAT WE TH NK ARE SI GNI FI CANT
OM SSI ONS.

FI RST ON THE UNDERWRI TI NG SI DE, THE LEG SLATI ON SHOULD | NCLUDE A
PROHI BI TI ON THAT AN | NSURER MAY NOT FAIL TO RENEW A PERSONAL

SENATE L& C COWM TTEE -4- May 7, 2002



| NSURANCE POLI CY BASED IN WHOLE OR I N PART ON CONSUMERS CREDI T
HI STORY.

SECOND, WE BELI EVE THAT THE LEGQ SLATI ON SHOULD ALSO | NCLUDE THE
SAME LIMTATIONS ON THE USE OF PARTICULAR TYPES OF CRED T
| NFORVATI ON ON THE UNDERWRI TI NG SIDE AS | T DOES ON THE RATI NG AND
THAT PIECE | S M SSI NG FROM THI S.

STEVENS: COULD YOU REPEAT THE SECOND ONE AGAI N?

GROVE: PROH BI TIONS ON THE TYPES OF CREDI T | NFORVATI ON THAT CAN
BE USED THAT ARE | NCLUDED ON THE RATE MAKI NG SI DE SHOULD ALSO BE
| NCLUDED ON THE UNDERWRITING SIDE. FOR EXAWPLE, TH'S BILL
CURRENTLY PROH BI TS THE USE OF MEDI CAL | NFORVATI ON FROM A CREDI T
REPORT IF I T'S USED I N RATE MAKI NG BUT DOES NOT | NCLUDE THAT SAME
PROH BITION IF I TS USED | N UNDERARI TI NG SO AN | NSURANCE COVPANY
COULD USE YOUR MEDI CAL | NFORVATI ON I N THEI R CREDI T REPORT TO DENY
YOU COVERAGE, TO SAY VE WON' T | SSUE YOQU A PQLI CY.

VWE ALSO BELI EVE THAT SOVE OF THE PROCH BI TI ONS THAT ARE USED I N
THE RATE MAKI NG SHOULD BE STRENGTHENED AND THEN THOSE SAME THI NGS
CARRIED OVER TO THE UNDERWRI TING SIDE. FOR AN EXAMPLE, THE
| NSURER SHOULD BE PROH BI TED FROM USI NG A PARTI CULAR TYPE OF
CREDIT CARD - A PENNY’'S CARD VERSUS A NORDSTROM CARD OR
MASTERCARD KIND OF THI NG AND THE TOTAL NUMBER OF | NQUI RI ES, NOT
JUST MARKETI NG, PROMOTI ONAL OR | NSURANCE | NQUIRIES, VH CH THEY
SAY THEY ALREADY DO NOT USE.

UNLESS THE BILL PROVI DES SUBSTANTI AL AUTHORI TY TO REGULATE AND
ENFORCE THE MANNER IN WH CH A CONTROVERSI AL PRACTICE | S USED,
GRANTI NG CONFI DENTI ALITY TO THAT PRACTICE IS | NAPPROPRI ATE.
CONSUMERS SHOULD KNOW THAT THE PRACTICE IS FAIR AND THAT IT IS
BEI NG FAI RLY REGULATED. WE BELI EVE THAT THI S LEGQ SLATI ON DOES NOT
PROVI DE ADEQUATE CONSUMER PROTECTIONS TO JUSTIFY  GRANTI NG
CONFI DENTI ALI TY TO THE MODELS THAT ARE USED | N UNDERWRI TI NG AND
I N RATI NG

THE PROPCSED LEGQ SLATION LACKS A BALANCE BETWEEN CONSUMER
CONCERNS AND | NDUSTRY CONCERNS AND SOVE OF THE | SSUES THAT WE' VE
RAI SED WE BELI EVE COULD STRENGIHEN THE CONSUMER PROTECTI ONS OF
TH' S LEG SLATI ON.

AND THEN | WOULD LI KE TO ADDRESS THE | SSUE THAT SENATOR TORGERSON
RAISED OF HOW WE WOULD KNOW THI'S BILL DOES NOT ELIM NATE THE
CURRENT REQUI REMENT THAT | NSURERS FILE THEIR RATE FILINGS WTH
US. SO THAT WOULD NOT CHANGE AND BASED ON OUR CURRENT PRACTI CE,
VE DO ASK | NFORVATION ABOUT HOW | NSURERS ARE USING CREDT,
REPORTS OF CREDI T | NFORVATI ON I N THEI R RATE MAKI NG PRACTI CE. THE
ONE THI NG THAT HAS BEEN AN | SSUE W TH SOVE | NSURERS AND THAT WE
HAVE DI SAPPROVED FILINGS FOR |IS BECAUSE THEY HAVE NOTI BEEN
WLLING TO G VE US THE ACTUAL MODELS OF HOW THEY ARE CALCULATI NG
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THE SCORES AND SO THI S WOULD ALLOW THEM TO G VE IT TO US SO W
WOULD NOT BE ABLE TO DI VULGE THE CONTENTS OF THAT MODEL.

STEVENS: QUESTIONS? DID YOU WORK WTH THE SPONSOR IN THE
DEVELOPMENT OF [version] \F?

GROVE: WE DI D DI SCUSS THI NGS WTH HER, YES, AND WE RAI SED THESE
SAME | SSUES, ALTHOUGH THESE ARE NOT NEW | SSUES.

STEVENS: | MJST BE SORT OF SLIPPING HERE, BUT WASN' T YOUR FI RST
TESTI MONY THE FI RST TI ME WE HEARD THI S BI LL? NOW HAVE YOU GOTTEN
MORE RESTRI CTI VE I N YOUR TESTI MONY SINCE THE FI RST TI ME WE HEARD
TH'S BILL? THE FIRST TIME | BELIEVE YOU GQJYS TESTI FI ED YOU WERE
NEUTRAL ON THE BI LL.

GROVE: WE SAID THAT WE SUPPORTED SOME KIND OF PARAMETERS ON THE
USE OF CREDI T | NFORVATION AND THE FIRST TIME WE HEARD IT WAS A
PROHI BI TI ON AND AT THAT PO NT WE FELT THAT THAT WAS A POLI CY CALL
SO WVE DD NOT VWEIGH IN WHETHER I T SHOULD BE A PRCOH BI TION OR
VWHETHER |T SHOULD BE PARAMETERS LIKE TH'S. NOW THAT WE RE
DI SCUSSI NG WHAT THE PARAMETERS ARE . ..

STEVENS: THIS IS GETTING A LITTLE FRUSTRATING WE VE HAD THREE
COM TTEE HEARI NGS BETWEEN THE SPONSOR AND ALL THE PEOPLE AND NOW
EVERY TIME WE COVE TOGETHER | T GETS FURTHER AND FURTHER APART. |

THOUGHT WE WERE GO NG TO HAVE A CONSENSUS ON TH'S FROM THE
DI VI SION AND NOW YQU COVE |N AND SAY THAT YOU DON T SUPPORT THE
Bl LL. IS THAT WHAT YOU RE TELLI NG US?

GROVE: WE DO NOT SUPPORT THE WAY THAT IT IS CURRENTLY WRI TTEN AND
| T RAI SED SOME | SSUES THAT WE THI NK NEED TO BE ADDRESSED.

STEVENS: THANK YQU.
GROVE: BUT WHATEVER YOU PASS WE W LL ENFORCE AS WE NEED TO.

STEVENS: THANK YOU. COMVENTS FROM COW TTEE MEMBERS? LET'S GO TO
JOHN CGECRGE.

JOHN GEORGE: THANK YOU MR CHAIRVAN. MY NAME | S JOHN GEORGE. |'M
HERE TODAY ON BEHALF OF THE NATI ONAL ASSOCI ATI ON OF | NDEPENDENT
| NSURERS, A PROPERTY CASUALTY TRADE ASSOCI ATI ON REPRESENTI NG
ABQUT 690 | NSURANCE COVPANI ES THROUGHOUT THE COUNTRY, NMNANY OF
VHOM DO WRITE INSURANCE IN THE STATE OF ALASKA, ALTHOUGH
CERTAINLY NOT ALL 690 OF THEM BUT WE DO ACCOUNT FOR FAR GREATER
THAN 50 PERCENT OF ALL THE AUTO AND HOVEOWNERS' | NSURANCE WRI TTEN
I N THE STATE OF ALASKA.

THERE'S BEEN A LOT OF WORK DONE ON TH'S BILL AND THE VAR QUS

Dl FFERENT DRAFTS OF IT. |’LL THROW OQUR TWO CENTS IN — WE RE NOT
REAL HAPPY WTH THE BI LL El THER FOR THE OPPCSI TE REASONS THAT THE
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DIVISION OF INSURANCE IS NOTI' HAPPY. BUT LET ME G VE YOU SOMVE
NATI ONAL PERSPECTI VE AS WELL. SO FAR, AND THIS IS AS OF THE 3™ OF
MAY, TWO STATES HAVE PASSED BI LLS THAT WOULD BE MORE RESTRI CTI VE
THAN WHAT YOU RE TALKING ABQUT AND THAT' S WASH NGTON AND
MARYLAND. THREE STATES HAVE PASSED BILLS THAT ARE LESS
RESTRI CTI VE - THAT WoOULD BE | DAHO, UTAH AND M NNESOTA. THREE
STATES HAVE BI LLS PENDI NG THAT ARE NOT AS RESTRI CTlI VE AND NAY OR
MAY NOT PASS — THAT' S ARI ZONA, M SSOURI AND KANSAS. ELEVEN STATES
HAVE ELECTED NOT' TO PASS LEQ SLATI ON.

STEVENS: CAN | INTERRUPT YOU FOR A MNUTE? TH' S HAS BEEN
BOTHERI NG ME — EVERYBODY' S BEEN BRING NG THIS UP. WHY IS IT THAT
ALL O A SUDDEN TH' S YEAR EVERYBODY | N EVERYBODY' S STATE HAS
I NI TIATED TH' S LEG SLATI ON? WHERE DID TH S COME FROW? JUST FILL
ME IN ON THAT. DID IT COVE OQUI OF A GOVERNOR S CONFERENCE OR DI D
| T COVE QUT OF A — YOU KNOW . .

GEORGE: | THI NK THERE ARE PROBABLY — THERE ARE SEVERAL | NSURANCE
COMPANI ES THAT HAVE BEEN AGGRESSI VELY USING I T AND ...

STEVENS: BUT I T'S BEEN BEING USED FOR UP TO SI X YEARS EVEN HERE
N ALASKA. THE QUESTION | HAVE IS WHY IS IT ALL OF A SUDDEN I N
ONE YEAR 28 STATES ARE | NTRODUCI NG LEQ SLATION TO GET RID OF I T
VHEN | TS BEEN USED FOR SI X YEARS? |’ M NOT ASKI NG YOU TO HAVE THE
ANSVER TO THAT BUT THAT'S A QUESTION THAT' S JUST SORT OF POPPED
I NTO MY HEAD. YOU KNOW EVERYONE SAYS OH, THEY'RE DO NG TH S
HERE, THEY' RE DO NG TH S THERE. VWHY ALL OF A SUDDEN?

GEORGE: | DON' T HAVE A PRECI SE ANSVER ALTHOUGH | TH NK PROBABLY
IT DD COVME UP AT A NATIONAL ASSCCI ATION OF | NSURANCE
COW SSI ONERS MEETI NG OR AN [ I NDI SC] MEETI NG OR ONE OF THOSE.

STEVENS: | T COULDN T HAVE BEEN — WAS | T | NDUSTRY DRI VEN OR WAS | T
POLI TI CALLY DRIVEN? THAT'S THE QUESTION. OR WAS | T PUBLIC
| NTEREST RESEARCH GROUP DRI VEN?

GEORGE: | CAN'T ANSWER THAT. | DON' T HAVE A PRECI SE ANSWER TO
THAT. MOST STATES, THE MAJORITY OF STATES HAVE ElI THER TAKEN UP
BILLS AND NOT GONE FORWARD WTH THEM | SAID 11 STATES HAVE
CONSI DERED BI LLS AND FAILED TO PASS THEM THERE' S ANOTHER FI VE
STATES — CALI FORNI A, NEW YORK, OH O SOQUTH CARCLI NA, TENNESSEE
AND VERMONT - THAT ARE NOT EXPECTED TO ADVANCE LAWS THI S YEAR

STEVENS: HOW MANY STATES TOTAL DO YOU HAVE THERE THAT HAVE
ADDRESSED THE | SSUE THI S YEAR?

GEORGE: | NCLUDI NG ALASKA THAT WOULD BE 25 - SO HALF OF THE
STATES. BUT TWO HAVE PASSED MORE RESTRI CTlI VE LAWS AND THREE HAVE
PASSED LESS RESTRI CTI VE LAWS AND THE REST HAVE DONE NOTHI NG

STEVENS: SO 25 STATES IN ONE YEAR ALL OF A SUDDEN DECI DED THAT
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TS TIME TO STOP THIS PRACTICE. 1'M JUST TOO SUSPECT TO KNOW
THAT IT"S NOT BEING | NI TIATED FROM SOVETH NG | DON T KNOW WHAT
ITIS — 1 DON T KNON THAT ANSVWER TO THAT, BUT ANYWAY |’ M SCRRY, |

JUST HAD TO ASK THAT QUESTI ON BECAUSE | T°S BEEN BOTHERI NG ME FOR
SEVERAL WEEKS ON THI S BI LL.

GEORGE: FINE. AND MAYBE | HAVE THE SOLOMON SOLUTI ON. SI NCE NO ONE
SEEMS TO BE REALLY HAPPY WTH THE COVPROM SE THAT' S COMVE UP,
SENATOR ELTON OF THE TRANSPORTATI ON COMM TTEE, WHERE THI S BILL
HAD I TS FIRST HEARING HAS COVE OQUT WTH A PRESS RELEASE ASKI NG
FOR A PROBE OF CREDI T SCORI NG WTH THE ATTORNEY GENERAL’ S OFFI CE
AND THE DI VI SI ON OF | NSURANCE. AND FRANKLY, WE TH NK THAT | S NOT
A BAD IDEA. IT'S ONE OF THOSE, IF YOU KNEW WHAT WE KNEW VE THI NK
YOU D AGREE WTH US AND WE HEAR LOTS OF ANECDOTAL STORI ES AND WE
THNK THIS M GHT DI SCRI M NATE AGAI NST PEOPLE |IN THESE CERTAIN
CATEGORI ES AND ALL, BUT | DON T TH NK ANYBODY' S REALLY STUDI ED I T
OTHER THAN THE | NSURANCE | NDUSTRY AND COVE UP W TH REAL HARD FACT
FINDI NG SO WE' RE TRYI NG TO LEG SLATE BASED ON | NNUENDOES AND W\E
THNK TH'S M GHT AND SO MAY A PROBE ...

STEVENS: A PROBE INTO THE DIVISION OF | NSURANCE OR A PROBE | NTO
THE | NSURANCE COVPANI ES?

GEORGE: A STUDY OF CREDIT SCORI NG RATING THE OPEN COWPETI Tl ON,
PRIOR [INDI SC. ], FILE USE, THE WHOLE SCENARI O AND GET OUT ON THE
TABLE ALL OF THE FACTS SO THAT THE LEG SLATURE CAN LOOK AT IT
WTH ...

STEVENS: WELL THI S IS THE TH RD HEARI NG WE' VE HAD ON THI S BI LL. |
MEAN WE' VE TURNED FACTS OVER BEFORE AND THE ONE FACT THAT STILL
GETS IN MY MND IS THE FACT THAT IF WE TAKE THI S TOOL AWAY, 51
PERCENT OF THE RATE PAYERS | N THE STATE | NSURANCE RATES ARE GO NG
TO GO UP, NINE PERCENT ARE GO NG TO GO DOMN AND 40 PERCENT ARE
GO NG TO STAY THE SAME. | SN T THAT THE NUMBER THAT WAS TESTI FI ED
I N FRONT OF THE TRANSPORTATI ON COW TTEE?

GEORGE: | DON T BELI EVE THAT THAT IS THE NUMBER SENATOR

STEVENS: THAT'S THE NUMBER | READ IN THE TESTI MONY FROM M CHAEL
HARCLD. ARE YOU ON LINE MR HARCLD? IS THAT THE NUMBER THAT YOU
TESTI FI ED I N FRONT OF THE TRANSPORTATI ON COW TTEE?

HARCLD: | DID TESTIFY AND | D D MAKE THE STATEMENT THAT OUR
COVPANI ES TELL US THAT THE MAJORITY OF THEI R PCLI CYHOLDERS, WHEN
THEY USE CREDIT SCORING AS A FACTOR IN RATE MAKING RECEI VE
DI SCOUNTS. SO CONSEQUENTLY, |F THEY WERE NOT ALLOWED TO USE THE
TOOL, THEN ElI THER CURRENT OR FUTURE POLI CYHOLDERS W LL HAVE TO
PAY MORE — THE MAJORITY OF THEM

GEORGE: | BELIEVE WHAT HE'S SAYING THEN IS THAT THE MAJORITY OF
PEOPLE WLL SEE ...
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STEVENS: | GOT TESTI MONY FROM MR HAROLD RI GHT HERE ON FEBRUARY
28 — I T SAYS 51 PERCENT OF THE POLI CYHOLDERS WOULD RECEI VE RATE
| NCREASES THAT WOULD AVERAGE $180 A YEAR 40 PERCENT OF THE
PCOLI G ES WOULD STAY THE SAME, N NE PERCENT OF THE POLI CYHOLDERS
ARE MOST LI KELY TO SUFFER LOSSES AND WOULD GET DI SCOUNTS ON THEI R
PREM UM ARE YOU BACK-PEDALING ON US ON YOUR TESTI MONY MR
HAROLD?

M CHAEL HAROLD: NO SIR, | AM NOT. | TH NK THAT THE TESTI MONY |

GAVE I N THE TRANSPORTATI ON COMWM TTEE WAS FROM ONE OF OQUR MEMBER
COVPANI ES THAT |1’ D ASKED TO G VE ME AN ASSESSMENT OF HOW I T WOULD
| MPACT AND AT THAT TIME [INDI SC] WHAT WE WERE DI SCUSSI NG AND HOW
THAT WOULD | MPACT THE RATI NG STRUCTURE ON THEI R POLI CYHOLDERS.

STEVENS: OKAY, THANK YOU MR HARCLD. WE HAD TESTI MONY FROM THE
I NDI VI DUAL — FROM PROGRESSI VE WHO TOLD ME THAT TWO-THI RDS OF HI' S
POLI CYHOLDERS | NSURANCE RATES WERE GO NG TO GO UP IF WE TOXK
TH'S AWAY. | CAN T REMEMBER THE | NDI VI DUAL’ S NAME, BUT HE SAT IN
YOUR CHAI R AND SAI D THAT.

GEORGE: AND PART OF THE CONFUSI ON, AND MAYBE |'M M STAKEN ON THI S

STEVENS: THE PART OF THE CONFUSION |S THAT EVERY TIME THAT WE
COVE TO THHS PO NT TO WHERE | T SOUNDS LI KE WE HAVE AN AGREEMENT,
|  GET EVERYBODY IN THE SAME ROOM TOGETHER AND THERE' S NO
AGREEMENT. WHY ARE WE WASTI NG THE TI ME TO DO THI S?

GEORGE: | UNDERSTAND THAT. | THI NK THE CONFUSI ON MAY BE — IT'S MY
CONFUSI ON BECAUSE |F CREDIT SCORING IS ALLOVED, AND LET' S SAY WE
HAVE NO CREDI T SCORI NG ALLOAED NOW I F YOU ALLOW I T, PECPLE WLL
GET A DI SCOUNT. I F, AS THEY ARE USI NG I T NOW FOR UNDERWRI TI NG BUT
NOT RATING SOVE PEOPLE IF THEY CAN T USE |IT FOR UNDERWRI Tl NG
THEN THEY W LL HAVE TO | NCREASE PREM UM5 AND | F THEY CAN USE I T
FOR UNDERWRI TI NG AND RATI NG PECPLE WLL GET A DI SCOUNT. |F THEY
CAN' T USE IT FOR EI THER, THEN SOVE PECPLE W LL PAY [ NDI SC|

STEVENS: THE DIVISION OF | NSURANCE TOLD US THE LAST TIME THAT
THERE' S RATES THAT ARE APPROVED BY THE DIVISION. RIGHT? FIVE
RATES IF I'M CORRECT. |S THAT RIGHT? THERE' S FI VE RATES FOR AUTO
| NSURANCE?

GROVE: FI VE Tl ERS.

STEVENS: AND SO THE | NSURER USES THE CREDI T SCORI NG AS ONE OF THE
TOOLS I N THE PROCESS TO DETERM NE WHERE THAT | NDI VI DUAL FALLS IN
VWHAT TIER EXPLAIN TO Mg, BECAUSE |'M NOT IN THE | NSURANCE
BUSI NESS, WHAT THE DI FFERENCE BETWEEN UNDERWRI TI NG AND RATE
SCORI NG | S.
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GEORGE: UNDERWRI TING |'S DECI DI NG WHETHER OR NOT' YOU W LL | NSURE
SOVEONE AND VH CH COVPANY YOU RE GO NG TO PLACE THEM IN OR WH CH
TIER. RATING IS HOW YOU JUSTI FY WHAT YOU CHARGED THE PERSON ONCE
YOU DECI DED TO WRI TE THEM | N THAT PARTI CULAR CLASS.

STEVENS: BUT THE RATES ARE APPROVED BY THE DI VI SI ON?
GEORGE: ABSOLUTELY THEY ARE.

STEVENS: BUT WHERE YOU PUT THAT | NDI VI DUAL — THE DI VI SI ON HAS NO
I NPUT INTO THAT? IT' S ALL UP TO THE | ND VI DUAL COVPANY THAT
DECI DES TO TAKE THAT CONSUMER ON AS A RI SK.

GEORGE: | BELIEVE THAT THAT'S ACCURATE ALTHOUGH PROBABLY THE
DI VI SI ON OF | NSURANCE WOULD BETTER BE ABLE TO ANSVER THAT.

GROVE: MR CHAIR, VWHEN AN INSURER USES IT AS A TIER CRITERI A
WTH N ONE COVPANY, THEN THAT IS PART OF THEI R RATI NG PLAN AND
THAT' S WHAT THEY FILE WTH US AND TELL US HERE'S THE CRI TERI A
THAT WE' RE GO NG TO USE, HERE'S THE SCORE THAT THEY HAVE TO HAVE
TO BE ELI G BLE FOR EACH | NDI VI DUAL Tl ER. SOVE COVPANI ES USE PRI OR
| NSURANCE, THEY USE CREDI T | NFORVATI ON, WHATEVER CRI TERI A THEY
WANT TO USE TO PLACE AN IND VIDUAL INTO A TIER THAT IS FILED
WTH US AS PART OF THE RATE FILING WHEN IT IS USED TO DEC DE
VH CH COVPANY AN I NDI VIDUAL IS GO NG TO THAT IS AN UNDERWRI Tl NG
AND THAT IS NOT FI LED WTH US.

STEVENS: THANK YQU.

TORGERSON: AND YOU DON' T GET THEIR MODEL ON HOW THEY DI D THAT -
'S THAT RI GHT?

GROVE: VWHAT WE HAVE DONE IS WE HAVE ASKED FOR | NFORMATI ON ABOUT
THE MODEL. WE' VE ASKED FOR THE FACTORS THAT THEY USE OFF OF THE
CREDI T REPORTS. BECAUSE OF THE CONFI DENTIALITY | SSUES, WE HAVE
ACTUALLY NOT ASKED COVPANI ES, ALTHOUGH WE HAVE RESERVED THE RI GHT
TO DO SO IF WE HAVEN T GOTTEN ENOUGH ADDI TI ONAL | NFORVATI ON TO
G VE US THE SPECI FI C VEI GHTI NGS THAT THEY PUT ON EACH PARTI CULAR
FACTOR, BUT WE'VE ASKED FOR  STATI STI CAL SUPPORT  AND
JUSTI FI CATI ON.

TORGERSON:  SOUNDS LI KE THE PRI SON BI LL.

STEVENS: CAN | SWTCH GEARS BACK TO A QUESTION TO THE Di VI SI ON?
VWHAT SORT OF — |'M SURE THERE' S STATUTES AND REGULATI ONS THAT ARE
IN PLACE NOW THAT PREVENT DI SCRIM NATORY PRACTICES IN
UNDERVWRI TI NG AND | N RATE PAYI NG | S THAT CORRECT?

GROVE: THAT' S CORRECT.

STEVENS: ARE THE PRACTI CES THAT ARE COUTLINED IN TH' S BILL ANY
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Dl FFERENT THAN THE ONES THAT ARE ALREADY | N STATUTE? |’ M TALKI NG
ABOUT | N UNDERWRI TI NG NOW

GROVE: | N UNDERWRI TI NG THEY ARE NO DI FFERENT.
STEVENS: THEY ARE NO DI FFERENT.

TORGERSON: DO YOU HAVE THE AMENDMENTS THAT YOU WANT | N HERE? DO
YOU HAVE THEM WRI TTEN UP?

GROVE: NOT WTH ME BUT WE DI D HAVE SOVE AMENDMVENTS, YES.
STEVENS: 1’ M SORRY, WE SHOT YOUR TESTI MONY TO SHREDS HERE.

GEORGE: AND BASI CALLY WHAT | WAS ABOUT TO CONCLUDE WTH IS THAT A
FULL BLOMWN STUDY TO DETERM NE REALLY WHAT THE FACTS ARE, WHETHER
OR NOT' A PARTI CULAR CREDIT FACTOR DI SCRI M NATES AGAI NST SOVEONE
BECAUSE OF RACE OR RELIG ON OR MEDI CAL BILLS OR EMPLOYMENT, YQU
KNOW WE HEAR THESE ANECDOTAL STORIES THAT IT M GHT BUT WE DON T
BELI EVE THAT I T DOES AND WE THI NK THAT |IF YOU REALLY LOOKED AT
T, SPENT SOVE TIME TO COME UP WTH A REAL SOLUTI ON THAT
EVERYBODY COULD AGREE ON THE FACTS ON THAT WOULD BE FAR AND AVWAY
BETTER AND AS | SAY MOST STATES HAVE ELECTED NOT TO JUWP OQUT ON
THE [INDISC] OF THIS BUT TO THINK ABOQUT IT A LITTLE BIT SO THEY
CAN COVE UP WTH THE PROPER SCLUTI ON. | WOULD HATE TO THI NK THAT
ALASKA WOULD HAVE THE THI RD MOST RESTRICTIVE BILL IN THE UN TED
STATES BECAUSE WE' RE JUST NOT A MAJOR | NSURANCE MARKET AND I TS
HARD TO | NDUCE COVPANI ES TO WRI TE | NSURANCE HERE AS I T | S BECAUSE
LARGER STATES HAVE THE VOLUME AND THEY HAVE A LITTLE MORE
LEVERAGE FOR THAT. SO, | THNK, RATHER THAN BEING ON THE
FOREFRONT OF THIS | SSUE THAT WE M GHT BE BETTER OFF TO GET OUR
FACTS TOGETHER, SEE VWHAT WORKS I N THE OTHER STATES AND COVE BACK
AND DO | T AGAI N.

STEVENS: THANK YOU. SENATOR AUSTERMVAN.

AUSTERVAN: HAVE YOU HEARD OF ANY COVPANI ES THAT WLL PULL OUT OF
ALASKA BECAUSE OF THI S BI LL?

GEORGE: NO, NOT IN SO MJCH AS THEY M GHT PULL QUT, ALTHOUGH IT' S
POSSI BLE. | T WOULD PROBABLY DI SCOURAGE NEW COVPANI ES FROM COM NG
I N BUT WE HAVE ALREADY SEEN SOME COVPANI ES, FOR | NSTANCE, TI GHTEN
THEI R UNDERWRI TI NG RESTRI CTI ONS AND REALLY REDUCE THEIR BULK OF
BUSI NESS BECAUSE THEY' RE NOT ALLOANED TO USE I T FOR RATI NG THEY
ARE NOT AS CONFI DENT I'N THE RATI NG METHODS THEY’' RE USI NG NOW AS
THEY WOULD BE IN CREDIT SCORI NG AND THEREFORE THEY HAVE REALLY
RESTRI CTED THE BULK OF BUSI NESS THAT THEY HAVE SO I T DEFI NI TELY
HAS ALREADY AFFECTED COVPANI ES AND THERE ARE COVPANI ES THAT HAVE
FI LED — TOLD THAT THEY HAD TO PROVI DE THEI R SECRET DATA AND THEY
COULDN T BE KEPT CONFIDENTIAL AND THEY W THDREW THEI R FI LI NG
THEN, AT VWH CH TIME THEY SAID OKAY, |IF WE HAVE TO USE OUR OLD
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METHOD THEN WE' RE GO NG TO REALLY BE RESTRI CTED AND NOT WRI TE AS
MUCH BUSI NESS AS WE CAN BECAUSE WE' RE NOT AS CONFI DENT THAT WE' RE
CHARG NG AN ADEQUATE RATE FOR THOSE.

AUSTERVAN: | MEAN THIS IS A BUSINESS DECI SION BY THE COMPAN ES
AND THEY' LL BASE I T UPON WHAT THE LAWS ARE AND ElI THER THEY’ LL
VRITE I'T AND CHARGE MORE OR THEY' LL LEAVE.

GEORGE: WHETHER THEY' RE ALLONED TO CHARGE MORE OR NOT IS A
QUESTI ON WHETHER THE DI VI SI ON OF | NSURANCE W LL ALLOW THEM TO BUT
REALLY IT'S AN ALLOCATION [ISSUE. IT' S NOI' THAT | NSURANCE
COVPANI ES ARE GO NG TO MAKE MORE MONEY, |IT'S THAT THEY' RE GO NG
TO BE CHARG NG PEOPLE THAT ARE GO NG TO HAVE MORE LOSSES - MORE
PREM UM THOSE THAT HAVE LESS LOSSES WLL PAY LESS PREM UM AND
THAT' S REALLY A MORE ACCURATE PREDI CTOR OF VWH CH CLASSES OF
PEOPLE WLL HAVE BETTER LOSS H STORY AND THEREFORE CAN PAY LESS
| NSURANCE AND THOSE THAT ARE GO NG TO HAVE A H GHER PREDI CTED
LCSS WLL PAY A HGHER PREM UM SO IT'S AN ALLOCATION I SSUE, IT' S
NOT A PROFI T | SSUE.

TORGERSON:  SOUNDS TO ME LI KE YOU HAVE THE RI GHT I N PUERTO RI CO OR
OTHER THE STATES OR YOU RE GO NG TO ABANDON US. YOU MAY HAVE BEEN
SUCCESSFUL | N LOBBYI NG 28 STATES AND NOT' HAD THEM PASS THI S BUT
TS GONG TO HAPPEN SO THI S I'S AN | NDUSTRY CHANGE THAT' S COM NG
DOM THE PIKE AND IT DOESN' T BOTHER ME |F ALASKA |S THE TH RD
MOST RESTRICTIVE. | M GHT BE PROUD OF THAT TO TELL YOU THE TRUTH.

STEVENS: WE REALLY ARE ALL OVER THE NAP.

MR STEVEN CONN, EXECUTIVE DI RECTOR, ALASKA PUBLIC | NTEREST
RESEARCH GROUP (AKPIRG: | REALLY APPRECIATE THE WAY THE
CHAl RMAN HAS OPENED UP THI'S DI SCUSSI ON BY GETTING TO THE QUI CK
THE REASON THAT ALL THESE STATES HAVE MOVED QOUR POTENTI AL
CONSUMER [ I NDI SC] CONCERNED WHEN THEI R RATES CHANGE. VWHEN THEY
HAVE A DI VORCE, A CATESTROPHI C MEDI CAL OCCURANCE OR A HAPPENI NG
THAT HAD NOTHI NG TO DO WTH THEI R DRI VI NG RECORD AND NOTH NG TO
DO WTH THEIR ABILITY TO PAY THEIR PREM UMS. SO, WE' RE TALKI NG
ABOUT THESE RATE CHANGES AND RATE CHANGES THAT HAVE TO BE
APPROVED BY THE DI VI SI ON OF | NSURANCE.

BECAUSE OF STATEMENTS BY THE | NSURANCE COVMPANI ES THAT I T'S A ZERO
SUM GAI N OR ACTUALLY AT FAULT BECAUSE UNFAIR DI SCRIM NATION | S -
AS THE CHAI RVAN | NDI CATED - AND THE BURDEN IS ON THE | NSURANCE
COVPANY TO I NDI CATE THAT IT IS NOT UNFAIR THAT'S THE PROCESS I N
PLACE. VWHAT THIS BILL WouLD DO IS PUSH IT ALL BEH ND THE
CURTAINS. WE WOULD NOT' HAVE WHAT NOW ARE PUBLI C RECORDS. THEY
WOULD BE CONFI DENTI AL. THEY WOULD BE CONSI DERED TRADE SECRETS.
THEY WOULD ALL BE H DDEN AWAY. THI' S BILL DOES LI TTLE OR NOTHI NG
FOR THE | SSUE THAT THE CONSUMERS, | NCLUDI NG THE SPONSOR OF THI S
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Bl LL, BROUGHT TO OUR ATTENTION. AND | BELIEVE TH'S WAS NOT THE
MOTI VATI ONAL MOVE. THI'S WAS | NI TI ATED AS A BAN ON CREDI T SCORI NG
BY ONE OF YOUR COLLEAGUES OVER AN | NCI DENT THAT HE KNEW WELL WAS
TOTALLY UNGEARED TO THE PERSON W TH WHOM | T WAS | NVOLVED. ONE
OTHER THI NG THE | NSURANCE COVPANI ES CONSI STENTLY TELL US THAT
CREDI T SCORES | S SO STATI STI CALLY ACCURATE THAT I T I'S A WONDERFUL
SUBSTI TUTE PREDI CTOR FOR FUTURE LI ABILITY. HOANEVER, WE KNOW THAT
ONE | NSURANCE COVPANY |'S BEFORE THE DI VI SI ON OF | NSURANCE ASKI NG
THAT THEI R CREDI T SCORE MECHANI SM BE REMOVED FROM | TS RATE MAKI NG
IN THE AREA OF FIRE PREVENTI ON AND HEALTH. SO, APPARENTLY, IT
WASN' T [INDI SC] LOCSE MONEY ON THE DEAL AND A GOOD ONE - THE
CONSUVERS ARE AFFECTED BY IT. | WOULD URGE YOU AT TH S JUNCTURE,
IF TH'S IS THE BEST WE CAN DO, TO WALK AVWAY FROM THI' S BILL. TH' S
BILL IS FRUSTRATI NG CONSUMERS WHO SEE THEIR PREM UMs RAI SED
EXPONENTI ALLY [INDISC]. WE RE NOT TALKING ABOQUT UNDERWRI TI NG
WE' RE TALKING ABOUT THE RATES AS YOU [ NDICATED. [INDI SC] OUR
| NSURANCE DI VI SION PUT I N A POSI TI ON WHERE THEY HAVE TO JUSTI FY A
RATE OVER A CREDI T SCORE THAT CAN T BE ANALYZED BY ANYBODY ELSE
VH CH ESSENTI ALLY G VES THEM AN ALLI ANCE BY NATURE WTH THE
| NSURANCE COMPANY. THI'S BILL HAS LOST WHAT IT'S |INTENDED TO DO
AND | WOULD URGE YOU AT THIS LATE DATE TO LET IT DIE IN TH S
COM TTEE. THANK YOU FOR G VING ME TH S OPPORTUNI TY.

STEVENS: THANK YOU FOR YOUR TESTI MONY, MR CONN. ARE THERE ANY
COMMVENTS FROM COW TTEE MEMBERS. MR LOHR, DO YOQU HAVE TESTI MONY
OR ARE YOQU JUST AVAI LBABLE FOR QUESTI ONS OR ARE YOU EVEN ON LI NE
STILL?

MR LOHR THANK YOQU MR CHAIRVAN, |'M AVAI LABLE TO ANSWER ANY
QUESTIONS, | COULD VENTURE AND ANSWER SOVE OF THE ONES YOU PCSED
EARLI ER, BUT THAT' S YOUR CHO CE.

STEVENS: THANKS YOQU. MR HAROLD, |'M SORRY WE | NTERRUPTED YQU
PRI OR. DO YOQU HAVE TESTI MONY FOR TCDAY.

HARCLD: | ACTUALLY W LL NOT, SENATOR |'LL LET OUR LOCAL COUNSEL,
JOHN GEORCE' S TESTI MONY STAND AT THI'S PO NT.

STEVENS: MR KIBBY, ARE YOU ON LINE? IF YOU ARE, PLEASE STATE
YOUR AFFI LI ATI ON AND GO AHEAD W TH TESTI MONY.

MR LARRY KIBBY, REG ONAL VICE PRESI DENT, ALLI ANCE OF AMERI CAN
| NSURERS: MY COWMENTS ARE PROBABLY SIMLAR TO MR GEORGE WTH
NEI'l AND OTHERS THAT | HAVE HEARD. WE HAVE SOVE CONCERNS ABOUT
THE DRAFT X OF THE BILL AS IT EXISTS RRGAT NOW A LOT OF THEM
HAVE BEEN ADDRESSED. | HAVE A COUPLE OF OITHERS THAT | HAVE
BROUGHT UP FOR PURPOSES OF DI SCUSSI ON. NUMBER ONE HAS TO DO W TH
THE VERY FIRST SECTION OF THE BILL, SUB (A) WHERE AN | NSURER HAS
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TO OBTAIN ORAL OR WRI TTEN PERM SSI ON OF AN APPLI CANT I N ORDER TO
USE CREDIT AND CREDIT H STORY. WE BELIEVE THAT IS QU TE
RESTRI CTI VE I N TERMS OF ALLON NG OQUR COVPANI ES TO OPERATE BOTH I N
THE UNDERVRI TI NG AND RATI NG SI DE OF THE EQUATI ON. I N OTHER STATES
VWHERE THE CREDI T BILLS HAVE BEEN TAKEN UP, THERE IS A CONCERN
EXPRESSED IN A NUMBER OF THEM AND IN A RULE THAT'S PENDI NG I N
OREGON THAT | NSURERS MAKE AVAI LABLE THE | NFORMATI ON TO CONSUMERS
ON THE APPLI CATI ONS OR HOAEVER THAT THEY ARE | N FACT GO NG TO USE
CREDI T. THEN THE CONSUMER IS NOTIFIED UP FRONT AND IT IS UP TO
THAT CONSUMER TO GO FORWARD W TH THAT COVPANY OR NOT ONE WAY OR
THE OTHER

VE WOULD MJUCH PREFER THE FACT THAT THE | NSURER BE OBLI GATED TO
MAKE THAT DECI SI ON KNOMW | F THEY ARE GO NG TO USE CREDI T UP FRONT
AS OPPCSED TO HAVI NG TO RECEI VE A WRI TTEN OR ORAL PERM SSI ON OF
THE CONSUMER | N ORDER TO USE THE CREDI T VARI ABLE.

ON THE OTHER CONCERN THAT | HAVE AND |IT'S PROBABLY MORE A
QUESTI ON THAN A CONCERN, BUT I N SECTION 2 ON LINE 30, PAGE 4, THE
SUB (3) WHERE WE ARE NOT ALLOAED TO USE THE CREDI T HI STORY OR
CREDI T SCORE THAT RESULTS IN UNFAIR DI SCRIM NATION. | GUESS |'M
REALLY NOT SURE EXACTLY WHAT THAT MEANS. | T'S SOVEVHAT BROAD. SUB
(2) ABOVE IT SAYS THAT W CANT USE METHODOLOG ES THAT
| NCORPORATE GENDER, RACE, NATIONALITY OR RELIG@ON THAT IS
SPECI FI CALLY A PROVISION THAT IS IN THE FAIR CREDI T REPORTI NG
ACT. WE RESPECT THAT AND BELI EVE THAT IS WELL STATED IN TERM5 OF
THE DI SCRIM NATORY ACTIVITY AND WE WOULD CERTAINLY SUPPORT
SOMETHI NG LIKE THAT. 1'M JUST NOT QUI TE SURE WHAT THE AUTHOR | S
GETTING AT WTH SUB(3) THAT WOULD BE ANY ADDI TION TO WHAT IS IN
SUB (2). THOSE ARE THE TWO SPECI FI C CONCERNS THAT | HAVE ABOUT
LOOKI NG AT THE DRAFT OVER AND ABOVE THE OTHER CONCERNS THAT HAVE
BEEN STATED BY THE OIHER PEOPLE WHO HAVE TESTI FI ED. I
SPECI FI CALLY THI NK THAT I T'S PROBABLY NOT A BAD IDEA IF IT IS THE
DECI SI ON I N ALASKA TO TAKE A LONGER LOOK AT TH S WHOLE | SSUE - DO
A STUDY OF ALL THE FACTORS THAT LEAD TO UNDERWRI TI NG AND RATI NG
SPECI FI CALLY TO WHERE CREDI T IS GO NG WE CERTAINLY WOULD SUPPORT
SOMETHI NG LI KE THAT. THAT'S MY I NI TI AL LOOK AT THE BI LL TCODAY.

MR MARK NI EHAUS, PROGRESSI VE | NSURANCE: | TESTIFI ED BEFORE THI S
COM TTEE PREVI QUSLY. |'M NOT HERE TO REPEAT My TESTI MONY, JUST
BY WAY OF BACKGROUND, PROGRESSI VE HAS USED CREDIT | N ALASKA FOR
FOUR YEARS APPROXI MATELY AND | WAS THE ONE WHO TESTI FI ED THAT THE
ORI G NAL BILL, VWH CH WAS AN OUTRI GHT BAN, WOULD HAVE CAUSED ABOUT
TWO-THIRDS OF OUR EXI STING CUSTOVERS TO GET RATE I NCREASES. |'M
VERY PLEASED W TH ALL THE WORK THAT HAS BEEN DONE ON THI' S VERSI ON
OF THE BILL. | THINK IT'S WORTH NOTI NG | F PASSED, THI' S [ I NDI SC]|
SI GNI FI CANT RESTRI CTI ONS AND NEW REQUI REMENTS | NCLUDI NG FI LI NG OF
DETAI LED CREDI T MODEL WTH THE DI VI SI ON OF | NSURANCE, VWH CH WE' RE
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PREPARED TO DO BECAUSE WE HAVE DATA THAT JUSTI FI ES WHAT WE' RE
DO NG AND WE' RE HAPPY TO FILE THAT. THAT ALSO PRECLUDES THE
DENI AL OF COVERAGE SOLELY BASED ON CREDIT. AGAIN, THAT'S NOT
SOMETHI NG MY COMPANY DOES, BUT THAT'S AN | MPORTANT CHANGE AND
LASTLY, IT LIMTS WHAT CAN BE USED - SOVE OF THE SPECIFIC LIMTS
ON CREDIT | TEMS THAT CAN BE USED. | DO NOTE THAT THIS VERSION | S
A LOTI BETTER THAN THE PREVI QUS VERSI ON, BUT HAVI NG SAI D THAT,
THERE ARE STILL SOMVE | SSUES THAT WE' RE NOI' THRI LLED W TH BECAUSE
THERE ARE LIM TS HERE IN TERMS OF WHAT CAN BE USED AND THAT WLL
REDUCE THE PREDI CTI VE PONER OF OUR CREDI T MODEL.

HAVI NG SAID THAT, WE CAN LIVE WTH TH' S VERSION OF THE BILL AND
TH' 'S VERSI ON WOULD PRECLUDE WHAT MY EARLI ER TESTI MONY WAS THAT WE
WOULD BE LOCKI NG AT RATE | NCREASES ON TWO- THI RDS OF QUR BUSI NESS.
THAT WOULD NOT' BE THE CASE WTH THI'S VERSION OF THE BILL IN MY
OPI Nl ON. THERE ARE OTHER CHANGES, THOUGH, THE ADVERSE ACTI ON OF
TH'S. | REQUESTED THAT BE ALLONED TO HAVE REASON CODES AS A
SEPARATE NOTI CE AND THAT CHANGE WAS NOT | NCLUDED IN THE BILL,
VH CH IS DI SAPPO NTI NG AND | T WLL I NCREASE QUT COST, BUT AGAIN,
CAN | LIVE WTH TH S? YES. | CAN CONTI NUE TO DO BUSI NESS W THOUT
SI G NFI CANT  RATE | NCREASES. SO | AM  PLEASED WTH THAT
DEVELOPMENT. THAT CONCLUDES My TESTI MONY UNLESS THERE' S ANY
QUESTI ONS.

STEVENS: | N THE SENSE THAT YOU SAY YOU CAN LI VE W HTI N THE BOUNDS
OF TH'S BILL AND IT WON T HAVE SI G NFI CANT | NCREASES | NTO YOUR
CUSTOVERS THAT HAVE GOOD CREDI T, WHAT ABOUT THE CUSTOVERS THAT
HAVE POOR CREDI T SCORI NG WHAT WLL TH S BILL DO FOR THEM?

NI EHAUS: THERE ARE LIM TS IN HERE - SUCH AS YOU CAN NO LONGER USE
ANYTHI NG | DENTI FI ED W TH THE MEDI CAL | NDUSTRY CODE, FOR EXAMPLE.
| F SOVEONE WERE | N THAT CATEGORY, PRESUMABLY THEIR CREDI T WOULD
APPEAR OTHER THAN I T WOULD HAVE BEFORE THIS BILL. WE CAN NO
LONGER - WE HAVE TO AGGREGATE ALL INQU RIES IN A 30-DAY PERI CD
AND COUNT THEM AS ONE. SO, ALL OF THOSE THINGS WLL TEND TO MAKE
OUR CREDIT MODEL A LITTLE LESS PREDI CTI VE, BUT HAVI NG SAI D THAT,
IT"S STILL GONG TO BE USEFUL TO US AND IT WLL ALLOW US TO
CONTINUE TO G VE LOW RATES TO TWO-THIRDS OF THE CUSTOVERS WHO
DESERVE | T BASED ON THEIR [ | NDI SC] BEHAVRI OR.

SENATOR AUSTERVAN: HAVE YOU GOT' THE X VERSI ON I N FRONT OF YOU?
MR NI EHAUS: YES, | DO

SENATOR AUSTERMAN: ON PAGE 4 VWHEN | T TALKS ABOQUT THE | NSURER NAY
NOT USE THE FOLLOWNG TYPE OF CREDIT H STORY AND | T TALKS ABOUT
THE ABSENCE | N NUMBER (1), LINE 25 OF THE CREDI T H STORY. THEN ON
LINE 26 WTH THE NEW X VERSION, THEY HAVE ADDED THE LI NES:
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"UNLESS THE | NSURER HAS FI LED ACTUARI AL.." WHAT DOES THAT REALLY
DO TO THAT SECTI ON?

MR NI EHAUS: WELL, My READI NG OF THAT SECTION IS THAT | NSURERS | F
THEY PROPCSE TO TREAT WHAT WE WOULD CALL NO-H TS - THERE ARE
PEOPLE W THOUT ANY VERI FI ABLE CREDIT H STORY - WE WOULD HAVE TO
FILE OUR ACTUARI AL DATA JUSTIFYING HOW WE ARE GO NG TO TREAT
THOSE | NDI VIDUALS. AND AGAIN, AS | STATED IN M PREVI QUS
TESTI MONY, MW COWANY HAS THE DATA THAT WLL JUSTIFY OUR
TREATMENT OF NO-HI TS. SO WE ARE ACTUALLY OKAY W TH THAT LANGUAGE
AND ARE PREPARED TO JUSTIFY I'T WTH THE DI VI SI ON OF | NSURANCE.

SENATOR AUSTERVAN: THANK YOU.

MR MARK SECON:. AMERI CAN | NSURANCE ASSCCI ATION: | WON T REPEAT
ANYTHI NG THAT HAS BEEN SAI D BEFORE. | JUST WANT TO MENTION I N THE
FIRST SECTION - | THINK IT'S | MPORTANT. THI S | N ESSENCE ALLONG A
CONSUMER TO OPT IN OR OQUT OF WHETHER OR NOT' A COVPANY USES CREDI T
| NFORVATION WTH THEM AND | T'S UNCLEAR WHETHER OR NOT' THEY WLL
CONTI NUE TO HAVE A RELATI ONSH P W TH THAT COMPANY. I T | S PROBABLY
A BETTER FORVAT TO | NSURE THAT THE CONSUMER |'S PROPERLY | NFORMED
THAT THE COVPANY PROVIDES APPROPRIATE DISCLOSURE OF THE
| NFORVATI ON THAT CREDI T SCORI NG | S BEI NG USED.

EARLI ER THERE WAS TESTI MONY ABOQUT THE | MPACT ON RATES AND |'LL
JUST GVE YU A COUPLE FIGQURES WE HAVE FROM A COUPLE OF OUR
COMPANI ES. ONE OF OQUR COVPANEI'S WHICH IS A NATI ONAL CARRI ER, BUT
DCESN' T DO A LOT OF WRITING | N ALASKA, SHOAN5 THE CREDI T SCORI NG,
BECAUSE MOST PECPLE TEND TO HAVE GOOD CREDI T, RESULTS IN MORE
PEOPLE CETTI NG ABOUT 66% LONER RATES. IN THE STATE OF UTAH WHERE
VE HAVE BEEN | NVOLVED | N LEG SLATION THERE, THE FI GURE THAT WE
GAVE THE DEPARTMENT |S THAT 53% OF THE PEOPLE | N UTAH PEOPLE GOT
LOVNER | NSURANCE RATES DUE TO THE USE OF CREDI T.

THE KEY THING IN UTAH IS YOU HAVE TO REMEMBER IS THAT UTAH HAS
THE HI GHEST PERSONAL BANKRUPTCY RATE I N THE NATION. SO, PROBABLY
LESS PECPLE IN UTAH HAVE GOOD CREDI T THAN ANYWHERE ELSE. THERE' S
BEEN DI SCUSSI ONS ABCOUT |IT BEING A PREDI CTIVE AND | DON T KNOW I F
ANY OF YOU HAVE HAD THE OPPORTUNITY TO SEE THE FAIR [INDI SC|
PRESENTATI ON OF THE STATI STI CAL SI GNI FI CANCE OF CREDI T SCORING I S
FAIRLY SI GNI FI CANT. [|'LL ANSVEER ANY QUESTI ONS.

STEVENS: THAT CONCLUDES THE PUBLI C TESTI MONY PORTION OF YET OUR
TH RD ATTEMPT TO TRY TO GET SOVETHI NG...

SENATOR AUSTERVAN: ON PACE 4 THE MAKI NG OF RATES, WE PUT IN THE
WORDS, "I F REQUESTED BY THE DI RECTOR'. WOULD YOU EXPLAIN AGAIN
VHY THAT WAS PUT I N THERE.
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GROVE: | BELIEVE | HAD A DI SCUSSION W TH AN | NDI VI DUAL WHO SAI D
| F WE WOULD BE BOVBARDED BY TOO MJUCH | NFORVATI ON AND | F WE COULD
GET THI'S | NFORMATION ONLY IF WE NEEDED IT. | SAID 'WELL, WE RE
PROBABLY GO NG TO ASK FOR IT, SO |IT DOESN' T HURT IT IF YOU PUT
| T IN THERE BY REQUEST. SO WE' RE GO NG TO ASK FOR I T ANY WAY.'

STEVENS: DO YOU GET I T NOAP

GROVE: BEFORE WE APPROVE A FILING THEY DON T G VE US | NFORVATI ON
ABQUT THE FACTORS THAT THEY USE IN THE CREDI T MODEL ABOQUT THE
STATI STI CAL CORRELATI ONS BETWEEN THOSE FACTORS I F | T HAS NOT BEEN
APPROVED. VHEN THEY HAVE G VEN US THAT | NFORVATI ON, THEN WE' VE
APPROVED THEI R FI LI NGS.

STEVENS: BUT THEY HAVE TO d VE YOU THE ALGORI THM FORMULA | N ORDER
FOR YOU TO APPROVE THEIR FI LI NG RI GHT?

GROVE: WE HAVE NOT ACTUALLY REQUI RED THE SPECI FI C FORMJLA THAT
SAYS | ADDED 2% FOR A BANKRUPTCY AND M NUS 5% FOR SOVETHI NG ELSE.
VWE HAVE JUST ASKED VHAT | NFORVATION DO YOU USE OFF A CREDIT
REPORT AND HOW DO YQU USE I T.

STEVENS: YOU HAVE NEVER ACTUALLY ANALYZED THE ACTUAL ALGORI THM
THEY USE W TH THEI R CREDI T SCORI NG

GROVE: TWO | NSURERS HAVE ACTUALLY G VEN ME THE ALGORI THM | TSELF,
BUT WE HAVE NOT REQURED IT. IF THEY HAVE G VEN US ADDI TlI ONAL
SUFFI ClI ENT | NFORVATI ON, WE CAN GET SOME | DEA OF HOW I T WORKS.

STEVENS: SO SOVE G VE |IT UP AND SOVE DON T JUST LIKE ANYBODY
ELSE...

TAPE 02-29, SIDE B

STEVENS: THERE' S SO MANY UNCERTAINTIES. I'M A FIRM BELI EVER THAT
VE DON' T HAVE AS A LEGQ SLATURE, AN OBLI GATION TO RESPOND TO THE
PERSONAL FI NANCI AL SI TUATIONS OF EVERY |ND VIDUALS  PEERSONAL
CREDIT H STORY. |F SOVE PEOPLE HAVE POOR CREDIT, THAT'S A
FUNCTI ON OF THEIR LI FE AND THEI R OBLI GATION TO GET | T STRAI GHT.
IN THE SAME BREATH, |F THOSE | NDI VI DUALS ARE BEING PLACED IN
UNFAI R Cl RCUMSTANCES | N HOWN THEY FALL UNDER THEIR TI ERS, THEN WE
SHOULD LOOK INTO I'T. THAT'S THE PORTION OF THI S BILL | DO LIKE -
IS THE FACT THAT WE DO GET TO LOOK INTO IT - AND THAT THEY SHOULD
COME BACK. | HAVE NOT HEARD ABOUT SENATOR ELTON S | NQUI RY BY THE
A.G VHEN WAS THAT RELEASED?
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SOMEONE MADE AN | NDI STI NGUI SHABLE ANSVEER.

STEVENS: WE' RE AT A CRITICAL PO NI WTH THE COW TTEE. ElI THER WE
MOVE IT ON. IN REALITY WE' VE WORKED ON THI'S THI NG FOR SI X, SEVEN
VEEKS M NIMJUM AND WE MOVE I T ON WTH THE PART THAT WE TRIED TO
STRENGTHEN AND EMPHASI ZE THE FACT THAT WE WANT TO HAVE A REPORT
COVE BACK OR ELSE WE LET IT DIE AND NOTH NG GETS DONE... MVAYBE | F
VE DO NOTHING THE A.G WLL GO IN THERE AND RIP THEM TO SHREDS.
VHO KNOWS.

SENATOR TORGERSON: THE AMENDMENTS | HANDED YOU ARE BY THE
DEPARTMENT AND | THI NK THOSE ARE REASONABLE AMENDVENTS.

STEVENS: SOME OF THEM HAVE ALREADY BEEN | NCORPORATED.

SENATOR TORGERSON: WE CAN PASS |IT OUT AND I'LL HAVE FLOOR
AVENDMENTS. | DON' T HAVE TI ME TO WORK ON | T.

DEAL: | BELIEVE THAT THE SPONSOR WOULD BE WLLING TO LET THE
A.G'S REPORT TAKE A LOOK AT TH S |IF YOU FEEL UNCOMFORATBLE
MOVING THIS OQUT AND CONTINUE TO WORK ON THIS. THIS IS NOT AN
| SSUE HE WLL BE DROPPI NG HE HAS ASSURED ME. | F THAT | S WHAT YQOU
FEEL MOST COVFORTABLE WTH, |'M SURE THE SPONSOR WLL BE FINE
W TH THAT.

SENATOR TORGERSON: | WANT A BILL, NOI' SOVETH NG THAT HAS A BUNCH
OF HOLES IN IT. TH S DOESN T DO ANYTHI NG... 1" LL PUT KURT ON I T.

STEVENS: WE COULD TRY ONE MORE TIME. WE HAVE TIME TO GO ONE MORE
ROUND ON TH'S, BUT IF W DONT COVE WTH IT IN ONE MORE ROUND,
"D SAY IT'S GO NG TO BE GONE. [END OF PARTI AL VERBATI M

#

#HB471

HB 471- Al DEA LOANS AND DI VI DEND

CHAI RVAN STEVENS announced HB 471 to be up for consideration

SENATOR GREEN, sponsor of HB 471, said his staff, Jessica
Menendez, woul d explain the bill

V5. JESSI CA MENENDEZ, Staff to Representative Geen, said that HB
471 has to do with the Alaska Industrial Devel opnent and Export
Authority's (AIDEA's) calculation for their annual dividend, the
revol ving fund and the Rural Devel opnent Initiative Fund(RDIF).
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AIDEA is a self-supporting state agency. They
contribute a dividend to the general fund every year.
Under current state law, AIDEA pays out an annual
di vi dend which is between 25% - 50% of their net incone
for their base fiscal year. Since A DEA s inception,
t hey' ve authorized $129 nillion to the state's genera
fund. That includes the 2003 dividend, which is
$20, 149. 500. New standards adopted by the governnenta
Accounting Standards Board (GASB) makes sone changes.

That is they will no longer include the term "net
inconme” in their audited financial statenents. Wthout
those amounts listed, it doesn't give A DEA a clear

direction on how to deterni ne what our annual dividend
is going to be.

Anot her inportant change is that GASB will now require
that any of their inter governnental transfers or
capital contributions or grants be listed in expense.
So, those accounting nodifications wll alter the
cal cul ation of how we get our dividends. So, in other
wor ds, since our dividend from AIDEA is an
i ntergovernnmental transfer, then that will reduce the
net income for that fiscal year and sinultaneously,
that will then reduce the anmbunt of the dividend that's
calculated by AIDEA. So, for the first tinme the paynent
from AIDEA could basically reduce the anpbunt that we
would normally be getting. Sections 2 and 3 anend the
definitions wusing statutory guidelines for dividend
programnms to acconmopdat e the changes of GASB.

HB 471 al so increases the maxi num anmount from the bul k
fuel revolving loan fund to $200,000. As you know,
rural communities use this program in order to buy
their annual supply of fuel. Petroleum price increases
and the fact that there is bulk storage tank capacity,
$100,000 is too |l ow of a nunber. So, bunping it back to
$200, 000 woul d provide comunities who buy their bulk

fuel in one nonth funding. In addition, what | |earned
| ast week is that USDA approved a $5 million grant for
AlDEA, so that noney wll be used to support this

program Finally, section 4 adds |anguage describing
the eligibility requirenents for Al DEA' s Rur al
Devel opnent Initiative Funds (RDIF). This program is
designed to provide financing options for rura
communities. AIDEA wants to insure that the |oans are
going to the intended recipients who are truly in a
rural community. So, qualifying participants of |ess
t han 5, 000 peopl e who are not connected by road or rai
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to Anchorage or Fairbanks and |less than 2,000 who are
connect to Anchorage or Fairbanks by road or rail.

HB 471 is inportant |egislation and not just because it
contri butes an annual dividend to our general fund, but
Al DEA does help pronote and diversify our econony
provi di ng busi nesses a neans or a beginning for themto
grow. So, we appreciate your support in the bill.

SENATOR TORGERSON said the definition of "community" is not
defined in AS 29.71.800 and he wanted the Departnent of Law to
assure himthat that worked.

MR. BRI AN BJORKQUI ST, Departnment of Law, took a nonent to review
t hat .

SENATOR TOGERSON asked if the 5,000 popul ation cover Barrow and
Bethel. He thought they were bigger then that. He didn't want
themto | eave anyone out.

CHAI RVAN STEVENS asked if under existing revolving bul k fuel |oan
funds, are communities over 5, 000-popul ation eligible now

M5. LYNNE KENNY, AIDEA, said they are referring to two different
| oans. The first is the bulk fuel revolving |oan fund. The 5, 000
popul ation or less is existing | aw.

MR, BJORKQUI ST added that according to census information from
the Departnent of Labor Bethel is over 5,000 and Barrow is bel ow
5, 000.

CHAI RMAN STEVENS asked if it was his intent to nmake these |oans
avai l abl e to Bethel and Barrow.

MR, BJORKQUI ST said wunder existing law Bethel would not be
eligible because it has a population in excess of 5,000, but
Barrow woul d be eligible because it has a popul ati on bel ow 5, 000.

SENATOR TORGERSON said he was asking a policy question. Should
they up the populations so that Barrow and Bethel are covered
under the | oan programor are they happy with | eaving Bethel out.

CHAI RVAN STEVENS asked if Bethel was the only one that was not
eligible off the road system

M5. KENNY replied that the policy question had not been expl ored.
A definition of a rural comunity becane conplicated and this
| anguage was from the Departnment of Law. She al so thought that
Bet hel would be able to secure financing in nore traditional
ways, such as the |oan participation program
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CHAI RVAN TORGERSON said it was her call and he wanted it on the
record that they were leaving Bethel out and that it was
i ntentional.

M5. KENNY said she would have to speak to others with nore
authority.

SENATOR TORGERSON asked what the delinquency rate was on the bul k
fuel |oans.

MS. KENNY said she didn't have that information, but would be
happy to get it for him

MR, BJORKQUI ST replied to a previous question about definition of
a comunity.

Community under the new |l egislation includes a city as
defined in AS 29.71.800, which is - reading that
statute - saying we need a general law, first or
second-class city or a honme rule city. Then the second
part of the definition - or an unincorporated comunity
as defined in AS 29.60.140. That definition states the
following: In this section unincorporated community
nmeans a place in the unorgani zed borough that is not
incorporated as a city in which 25 or nore persons
reside as a social wunit. That's the definition of
comunity as it's used in the proposed |egislation.

REPRESENTATI VE GREEN said it was his understanding that Bethe
was about 4,850 people. He asked Senator Torgerson where he gets
his figures from

SENATOR TORGERSON answer ed:

The attorney just gave us the nunbers off the census
data, but | thought Bethel was a little better than
5,000. We're including the marine highway system and
sone pretty good cities here, because we're saying the
marine highway doesn't count as a road. W have
Ketchikan in this thing and whatever they have - 8,000
or 10,000 people and you're leaving out a community in
rural Alaska. | don't think that's the intention, but
|"mnot prepared to anend the bill. | want themto nake
a policy call and they nmake the policy call to |eave
Bet hel out, they can handl e Senator Hof f man.

M5. MENENDEZ said she knew the intention of this was to determ ne
better the qualifying participants, because they had sone
problens at Settler's Bay, which does have other financial

SENATE L& C COWM TTEE -21- May 7, 2002



options available to them "So this program was intended for
rural communities who don't have other financing options
available to them™

CHAI RVAN STEVENS that they were essentially doubling the size of
the ability to loan the funds and asked if it has the capacity to
absorb that denand.

MS. KENNY replied yes, with the $5 mllion they are receiving
fromthe FRDA

CHAI RVAN STEVENS asked how many | oans did they issue annually.

M5. KENNY apol ogi zed that the | oan specialist on this particul ar
fund was out of town today and she couldn't tell himthat.

REPRESENTATI VE GREEN said they he was assured before hand that
there were funds avail abl e.

CHAI RVAN STEVENS asked what the bal ance of the | oan fund was now.
He asked that the requested information be sent to Senator
Torgerson who would share it with the rest of the commttee.

MR, BJORKQUI ST interrupted to say that the population of None is
3, 500.

SENATOR TORGERSON noved to pass HB 471 out of committee with
i ndi vi dual recommendations with the acconpanying $0 fiscal note.
There were no objections and it was so ordered.

#

CHAI RVAN STEVENS adj ourned the neeting at 2:45 p. m

SENATE L& C COWM TTEE -22- May 7, 2002



