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W TNESS REG STER

LI NDA HALL, Director

Di vision of |nsurance

Depart ment of Commrerce, Conmunity, & Econom c Devel opnent

Juneau, Al aska

POSI TI ON  STATEMENT: During hearing on HB 147, answered
guesti ons.

TOM BRI CE, Busi ness Agent

Locals 71, 942, and 341

Juneau, Al aska

POSI TI ON  STATEMENT: Expressed concerns wth the renoval of
Sections 31 and 32 in CCS HB 147, Version |

KEVI N JARDELL, Legislative Liaison

Governor's Legislative Ofice

Ofice of the Governor

Juneau, Al aska

POSI TI ON  STATEMENT: During hearing of HB 147, offered the
adm ni stration's perspective.

ACTI ON NARRATI VE

CHAI R NORVMAN ROKEBERG cal | ed the Conference Committee on HB 147
neeting to order at 2:23:56 PM Represent ati ves Rokeberg and
Gardner and Senators Therriault and Ellis were present at the
call to order. Representative Anderson and Senator Stedman
arrived as the neeting was in progress.

HB 147-1 NSURANCE REGULATI ON

CHAI R ROKEBERG announced that the only order of business would
be HOUSE BILL NO 147, "An Act relating to the regulation of
i nsurance, insurance |icensing, surplus lines, insurer deposits,

not or vehi cl e service contracts, guar ant eed aut onobi | e
protection product s, heal t h di scount pl ans, third-party
adm ni strators, sel f - funded mul tiple enpl oyer wel fare
arrangenments, and self-funded governnental plans; and providing
for an effective date.” [Before the conmttee were CSHB

147(FI N)am and SCS CSHB 147(FIN).]
CHAI R ROKEBERG specified that [in the commttee packet] is

Version 24-GH1083\I1, Bullock, 5/14/05. He explained that
Version | maintains the Section 1 |anguage on page 2, line 9.
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The so-called "Article 2" language in Sections 31 and 32, and
Section 38 of SCS CSHB 147(FIN) is del eted.

2:27:20 PM

CHAI R THERRI AULT requested an explanation with regard to the
changes enconpassed in Section 1 [of Version I].

LINDA HALL, Director, Division of Insurance, Departnent of
Comrerce, Community, & Econom c Devel opnment (DCCED), explained
that Section 1 makes a fairly small change in the ability of the
director to request to exam ne records. The change was fromthe
ability to request whenever the director feels it's advisable to
whenever the director has reasonabl e cause. The af orenenti oned
was the result of a national brokerage exam nation over bid
rigging in some of the larger national brokerage houses. The
reasoning was that there does need to be sone cause so that the
director doesn't just request and examne records on a whim
She highlighted that [Section 1] deals wth producers and
adj usters, not insurance conpanies. In further response to
Chair Therriault, M. Hall confirned that the proposed |anguage
[in Version |] is nore limted in its scope.

CHAI R THERRI AULT inquired as to what was proposed in Sections 31
and 32 [of SCS CSHB 147(FIN)].

M5. HALL explained that the proposed |anguage in Section 31 [of
SCS CSHB 147(FIN)] has three conponents. By way of background,
she relayed that current statute includes a provision that if an
entity provides coverage for the medical care cost, the entity
needs to be regulated by another state agency or the federal
governnment, or they may fall wunder Title 21. The standards
established in Section 31 include filing requirenments, which are
docunents that would be required to be filed with the division
The docunents are nore limted in this version than the origina
ver si on. [Version I] would require the annual filing of an
audited financial statement, an actuarial menor andum t hat
anal yzes reserves, contribution rates, and stop |oss coverage as
well as an attestation to the financial condition of the plan.
Furthernore, the nanme and contact information of the plan
adm nistrator would be required to be filed with the division in
order that the division knows who is adm nistering the benefits.

M5. HALL pointed out that there are some mnimal requirenents in
Section [32] including a trust agreenent under which the trust
oper at es. [ Section 32] also requires a bond that now conforns
with the requirenments under the Enployee Retirenent and I|ncone
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Security Act of 1974 (ERISA) and thus it's a maxi num of
$500, 000. Furthernore, this section requires that there be a
stop loss policy, conpetent personnel, adequate facilities for
adjusting clains, and that the trust provide a plan docunent

describing the plan to the participants. There is a list of
statutes that would apply to the trust. Generally, these are
applied to insurance conpanies and provide the director
authority to have hearings, should they be required.

Furthernore, [Section 32] provides for an external and interna
review process of utilization, which she characterized as nore
of a peer review than a board review. Most of these are records
requi renents; reserving standards; health insurance nmandates;
various federal standards; and provisions for rehabilitation
should there be a financial problem there would be a pattern to
fol | ow.

2:32:43 PM

CHAI R THERRI AULT surm sed then that [Sections 31 and 32] provide
for sonme reporting and oversight rather than control.

M5. HALL said that was her intent in drafting and proposing the
| anguage. In further response to Chair Therriault, M. Hal
informed the commttee that there are approximately $83 nillion
worth of general fund (GF) nonies that are given to these trusts
as the contribution to pay for state enpl oyees' health insurance
benefits. She characterized it as a fairly substantial anount
of G

CHAI R ROKEBERG commrented that the amount is bigger than many
departnents in the G- budget.

2:33:53 PM

REPRESENTATI VE GARDNER asked whether the list of health trusts
provi ded by the division includes all of them

M5. HALL offered her understanding that there are only the five
|isted, and therefore it's all inclusive.

CHAI R ROKEBERG i nquired as to whether Ms. Hall would support the
| egislation with the renoval of Sections 31, 32, and 38.

M5. HALL opined that the legislation is inportant for the

division in that it has provisions for efficiencies for the
division as well as consuner protections. M. Hall related that
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al though she believes the trust provisions are inportant, she
woul d support the |egislation wthout those.

2:36: 11 PM

CHAIR THERRI AULT requested that M. Brice review the basic
concerns with regard to the proposal in [Sections 31 and 32] as
conpared to current statute.

TOM BRI CE, Business Agent, Locals 71, 942, and 341, explained
that the enployees of Local 71 have established a trust that
adm nisters health benefits for its nenbers. The aforenentioned
was established via a letter of agreement through the collective
bar gai ni ng process. He noted that through the collective
bargai ni ng process regqular review is provided to the Division of
Retirenment and Benefits as well as labor relations in order to
ensure financial solvency and that the nmenbers are receiving the
coverage needed. Additionally, the trust follows the federa
guidelines as it relates to various federal standards.

2:37:57 PM

MR. BRICE expressed concern that with the actuarially
requi renents because he said he believes it will be difficult to
find an actuary who wll be able to provide the type of

information the D vision of Insurance desires for a health
trust. He highlighted the difficulty with regard to the status
for which sone things are bargained and the tinelines
est abl i shed. He provided the commttee with witten statenents
regardi ng Sections 31 and 32. M. Brice noted that in the House
Labor and Commerce Standing Commttee there was a great deal of
testinmony on the aforenmentioned issues by the trust consultants
for [the Local Labor Unions he represents]. The aforenentioned
testinony lead to the renoval of the sections from the
| egi sl ati on.

2:39:41 PM

SENATOR STEDMAN questioned why nore information and checks and
bal ances woul dn't be better than |ess.

MR. BRICE noted that there are many perspectives. For instance,
one could view it in terns of the cost of oversight. He noted
that [oversight] would cone at a cost to the health trusts,
which are nonprofit agencies funded through collective
bargai ni ng agreenents. Therefore, additional admnistrative
reporting requirenents wll either decrease services to the
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menbers of the collective bargaining units or increase costs to
the state. He opined that it's difficult to ask for nore noney
fromthe state.

2:41:18 PM

REPRESENTATI VE GARDNER inquired as to why there is a difference
in the | anguage on page 7, [lines 24-30], of Version | and page
7, lines 24-31 of SCS CSHB 147(FIN).

M5. HALL said she is not sure why the |anguage referring to
self-funded nultiple enployer welfare arrangenents (NMEWAS) was

|l eft out [of Version I] because she didn't recall it was ever a
topic of conversation. She explained that MEWAs are entities
that the division already regul ates. Furthernore, MEWAs have

nothing to do with union health trusts, which are considered
governmental plans. She further explained that Section 14 deals
wWith third-party admnistrators who aren't licensed and need to

register with the division. The provision specifies that a
third-party adm nistrator, other than a MEWA, who is working for
a foreign, out-of-state, insurer can register. Ms. Hall

specified that the division wants to register third-party
admnistrators in order that it knows who is admnistering
benefit prograns.

2:43: 32 PM

M5. HALL, in further response to Representative Gardner, opined
that the |anguage left out of Section 14 in Version | was an
error.

CHAI R THERRI AULT turned attention to the docunent from the Loca
71, which specifies that each trust plan is subject to such

federally nmandated requirenents as the Health |Insurance
Portability and Accountability Act (H PAA) and the Conprehensive
Omi bus  Budget Ref orm Act ( COBRA) . He asked if the

af orenenti oned neans that the health trust is regulated [on the
basis of those federally mandated requirenments] or do they
nerely operate in conformance with federal |aw.

M5. HALL related her understanding that those federally nandated
requi renents are not regulatory guidelines but rather are plan
standards wunder the federal law that apply to all health
i nsurance cover age.

2:45: 03 PM
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CHAIR  THERRI AULT  surm sed t hat t he federally mandat ed
requirenents and the fact that the trusts are regulated by the
Internal Revenue Service (IRS) and receive tax-exenpt status
woul dn't satisfy current AS 21.03.021

M5. HALL offered her understanding that the |IRS wouldn't
regulate in the same manner as required in AS 21.03.021. The
di vision has requested that each of the health trusts provide
docunentation that illustrate regulation elsewhere. However,
the division has not yet received that docunentation. I n
further response to Chair Therriault, M. Hall confirmed that
the Division of Insurance may be able to exert sone oversight
under the current statutory |aw.

2:46: 02 PM

SENATOR STEDMAN inquired as to why the division wants an audited
statenent and actuarial reports.

M5. HALL opined that those are basic financial tools that an
entity handling people's nmoney in a fiduciary capacity would
want to have. Such tools ensure financial records are in order
and that there is an actuarial analysis as to the soundness of
the reserving practices as well as a specified point at which
stop loss coverage attaches. In further response to Senator
Stedman, Ms. Hall explained that wthout the aforenentioned
tools, the division would have no docunments with which to review
in order to determne the adequacy of the entities' reserves

the actuarial soundness of the entities' pl ans, and the
contribution rates. Wthout such tools, the division wouldn't
have the ability to analyze the position of the trust.

SENATOR STEDVAN inquired as to the state's exposure if a trust
unr avel s.

M5. HALL said that wasn't in her purview.

2:48: 05 PM

CHAlI R ROKEBERG asked if Section 38 in Version Y should have been
renoved, as is the case in Version |. He surm sed that the NMEWA

| anguage woul d be left in statute if Section 38 isn't included.

M5. HALL said that would be acceptable. The intent was to
change the title to cover nore than MEWAs, she expl ai ned.

2:49:19 PM
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CHAIR THERRI AULT asked if M. Brice understood the director's
comments that the federally nmandated requirenents don't
necessarily rise to the [appropriate] |evel of regulation and
thus the trusts may be subject to sone oversight under current
statutory | aw

MR. BRI CE said he understood the director's coments.

CHAI R THERRI AULT indicated the need for tine to touch base with
vari ous people before taking final action. He indicated that
there may be the need for another draft of this |egislation.

CHAI R ROKEBERG stated his preference to take final action now.

CHAl R ROKEBERG t hen recessed the Conference Committee on HB 147
at 2:.50 p.m to the call of the chair.

CHAI R ROKEBERG cal | ed the Conference Commttee on HB 147 back to
order at 2:54 p.m Represent ati ves Rokeberg, Anderson, and
Gardner and Senators Therriault, Stedman, and Ellis were present
at the call back to order

2:55:10 PM

CHAI R ROKEBERG announced that the Conference Committee on HB
147, per the request of the Senate, would recess until 3:30 p. m

3:32:16 PM

CHAI R ROKEBERG cal | ed the Conference Commttee on HB 147 back to
order at 3:32 p.m Represent ati ves Rokeberg, Anderson, Gardner
and Senators Therriault and Stedman were present at the call
back to order. Senator Ellis arrived as the neeting was in
pr ogr ess.

CHAIR THERRI AULT noved to adopt CSHB 147, Version 24-GH1083\I
Bul | ock, 5/14/05, as the working docunent. There being no
obj ection, Version | was before the conmttee.

REPRESENTATI VE GARDNER noved that the conmittee adopt Anendnent
1, as foll ows:

Page 7, line 26, following "insurer":
I nsert "ot her than a self-funded nul tiple
enpl oyer wel fare arrangenent regul ated under AS 21.85"
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There being no objection, Amendnent 1 was adopt ed.

SENATOR STEDVAN informed the commttee that he holds health
insurance licenses as well as a mnority interest in an
i ndependent agency.

3:34:16 PM

CHAIR THERRI AULT recalled that the Division of Insurance has
made sone requests for information to determ ne whether health
trusts would be covered under current statute. It appears, he
opi ned, that the applicable provision is AS 21.03.021(b), which
sat es:

Except as otherwise provided in this title, a person
t hat provides coverage for the cost of nedical care in
this state is subject to this title unless the person
shows that, while providing coverage for nedical care,
the person is subject to the jurisdiction of another
agency of this state or of the federal governnent by
provi di ng t he di rector W th t he appropriate
certificate, license, or other docunent issued by the
ot her governmental agency that permts or qualifies
t he person to provi de coverage for nedical care.

CHAI R THERRI AULT asked if that is the information the division
requested of the trust.

M5. HALL replied yes, adding that those requests were nade in
March of 2004 to provide the division with the docunentation of
regul ation by another agency or the federal governnent. I n
further response to Chair Therriault, Ms. Hall confirmed that to
date the division hasn't received a satisfactory response
regarding whether the trusts have the correct certificate
| i cense or other docunent.

3:35: 51 PM

CHAI R THERRI AULT referred to the docunent provided by Local 71
whi ch specifies that the trusts are subject to the jurisdiction
of the State of Alaska Superior Courts. He offered his
understanding that the division wuldn't view the aforenentioned
to provide a statutory showi ng of being regulated by the state.

M5. HALL stated that based on advice from the Departnent of Law,

the decisions nmade by the division under its title are always
subject to regulatory review by the Superior Court.
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CHAI R THERRI AULT turned to the matter of the director regulating
these entities under current statutory |anguage, and poi nted out
that the letter from the Al aska State Enployees Association
(ASEA) states that the appeal process isn't working, |arge suns
of ASEA' s noney remai n hidden, the board refuses to disclose the
contents of these contracts, services to rural chapters aren't
acceptable, well baby and nmaternal services aren't acceptable,
[the board] isn't accountable, and the only recourse for the

nmenbership is through an expensive court battle. The letter
appears to relate that the director of the D vision of Insurance
wi |l have support from part of the union |eadership to utilize

its current statutory power to bring these [health trusts] under
sone sort of reporting.

3:38:21 PM

CHAI R THERRI AULT inquired as to the intentions of the division
if Sections 31 and 32 are elim nated.

MS. HALL answered that the division wll continue to review the
docunents it has received from the various union health trusts.
She noted that although the division has sent a second request
for information, the infornation received isn't sufficient to

nmake a determ nation. Once sufficient docunentation is
received, the division will determne whether these entities
fall under Title 21, at which point the division will have to
determ ne where these entities fall in the various entities that

t he division regul ates.
3:39: 28 PM

CHAI R ROKEBERG noted that these trusts aren't |life insurance or
annui ty conpani es.

CHAI R THERRI AULT pointed out that there is sonme question as to
whet her these entities fall under Title 21. Therefore, if the
union nenbership maintains its conplaint, this issue may be
before the |egislature again next year. Therefore, he inquired
as to M. Jardell's thoughts on the action the commttee is
about to take.

KEVIN JARDELL, Legi sl ative Liaison, Governor's Legislative
Ofice, Ofice of the Governor, related that this [legislation]
was in response to a nunber of Al aska public enployees, the
conplaints of which culmnated in ASEA's letter. The conplaints
were taken very seriously and led to the review as to whether
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the entities were being regulated and what avenue the public

enpl oyees had for resolution. Currently, there is no avenue,
which lead to the review of the current authorities. The
af orenentioned revealed that it appears these entities can be
regul ated as insurers [under Title 21]. Since [Title 21] is a

fairly onerous process, the division |ooked at creating a
special provision for health trusts that wouldn't be so onerous.
However, if the legislature decides not to pursue such, the
[adm nistration] wll pursue its responsibility under current
statute to regulate where the authority exists in order to
ensure that these services are being provided to Al aska's public
enpl oyees.

3:42: 08 PM

CHAIR ROKEBERG comented that there is a conpelling state
interest in this issue in the anmount of $83 million.

REPRESENTATI VE GARDNER noved to report [CCS] HB 147, Version 24-
GH1083\ I, Bullock, 5/14/05, as anended, out of commttee wth
i ndi vi dual recommendati ons and the acconpanying fiscal notes.
CHAI R THERRI AULT obj ected for discussion purposes.

SENATOR STEDMAN opined that it is always better to "go the extra
mle on disclosure and have audited statenents available ... for
all people interested in a particular subject matter.™

3. 44:. 45 PM

CHAI R THERRI AULT wi t hdrew hi s objection.

There being no further objection, CCS HB 147 was reported from
the Conference Conmttee on HB 147.

ADJ QURNVENT
There being no further business before the conmttee, the

Conference Conmittee on HB 147 neeting was adjourned at 3:44
p. m
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