ALASKA STATE LEG SLATURE
SENATE LABOR AND COVMERCE STANDI NG COW TTEE
February 16, 2006
1:36 p. m

VEMBERS PRESENT

Senat or Con Bunde, Chair
Senat or Ral ph Seekins, Vice Chair
Senat or Ben Stevens

VEMBERS ABSENT

Senator Johnny Ellis
Senat or Bettye Davis

COWM TTEE CALENDAR

SENATE BI LL NO 289
"An Act relating to the paynent of insurer exam nation expenses,
to the regulation of nmanaged care insurance plans, to actuaria
opinions and supporting docunentation for an insurer, to
insurance firnms, nmanaging general agents, and third-party
adm nistrators, to eligibility of surplus lines insurers, to
suitability of |ife and health insurance policies and annuity
contracts, to unfair discrimnation under a health insurance
policy, to pronpt paynment of health care insurance clainms, to
required notice by an insurer, to individual deferred annuities,
to direct paynent to providers under a health insurance policy,
to nental health benefits under a health care insurance plan, to
the definitions of 'title insurance limted producer' and of
other ternms used in the title regulating the practice of the
busi ness of insurance, and to small enployer health insurance
repealing the Small Enployer Health Reinsurance Association;
maki ng conform ng anendnents; and providing for an effective
date."

HEARD AND HELD

SENATE BI LL NO 253

"An Act extending the termnation date for the Board of

Chiropractic Exam ners; and providing for an effective date.”
MOVED SB 253 OUT OF COW TTEE

SENATE BI LL NO 254

"An Act extending the termnation date for the State Physica
Therapy and OCccupational Therapy Board; and providing for an
effective date.”
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MOVED SB 254 QUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: SB 289

SHORT TI TLE: | NSURANCE
SPONSOR(s): LABOR & COMMERCE BY REQUEST

02/ 13/ 06 (S) READ THE FI RST TI ME - REFERRALS
02/ 13/ 06 (S) L&C, FIN

02/ 16/ 06 (S) L&C AT 1:30 PM BELTZ 211

BILL: SB 253

SHORT TI TLE: EXTEND BOARD OF CHI ROPRACTI C EXAM NERS
SPONSCR(s) : RULES BY REQUEST OF LEG BUDGET & AUDI T

01/ 30/ 06 (S) READ THE FI RST TI ME - REFERRALS
01/ 30/ 06 (S) L&C, FIN

02/ 16/ 06 (S) L&C AT 1:30 PM BELTZ 211

BILL: SB 254

SHORT TI TLE: EXTEND PT & OCCUPATI ONAL THERAPY BOARD
SPONSCR(s) : RULES BY REQUEST OF LEG BUDGET & AUDI T

01/ 30/ 06 (S) READ THE FI RST Tl ME - REFERRALS
01/ 30/ 06 (S) L&C, FIN
02/ 16/ 06 (S) L& C AT 1:30 PM BELTZ 211

W TNESS REG STER

LI NDA HALL, Director

D vi sion of |nsurance

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent
PO Box 110800

Juneau, AK 99811-0800

POSI TI ON STATEMENT: Comrent ed on SB 289.

KATI E CAMPBELL, Life and Health Actuary

Di vision of |nsurance

Depart ment of Comrerce, Conmunity & Economi c Devel opnent
PO Box 110800

Juneau, AK 99811-0800

PCSI TI ON STATEMENT: Answer ed questions on SB 289.

BEVERLY SM TH

Christian Science Conmttee on Publication for Al aska
Juneau AK
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PCSI TI ON STATEMENT: Supported SB 289 with an anendnent.

TOM MAHER

Staff to the Legislative Budget and Audit Conmittee

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Presented SB 253 and SB 254 for the sponsor.

RUTH CARSON

Equi nox Physi cal Therapy

Fai r banks AK

POSI TI ON STATEMENT: Supported SB 254

JULI E AMENT

Physi cal Therapy Associ ation
Fai r banks AK

POSI TI ON STATEMENT: Supported SB 254.

SUNDI HONDL, President

Al aska Physi cal Therapy Associ ation
Wasi | la AK

PCSI TI ON STATEMENT: Supported SB 254.

ACTI ON NARRATI VE

CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 1:36:13 PM Present were Senators
Ben Stevens and Chair Con Bunde. Chair Bunde announced that
ot her nmenbers were on their way.

SB 289- 1 NSURANCE

CHAI R CON BUNDE announced SB 289 to be up for consideration.
LI NDA HALL, Director, D vision of Insurance, presented the bill.

1: 38: 53 PM
SENATOR RALPH SEEKI NS arri ved.

1:39: 03 PM
M5. HALL said the mgjority of the 37 pages deal wth issues
relating to life health and annuity insurance.

Sections 3 — 23 bring individual health insurance policies into

the same statutes as group health insurance policies, so the
sanme protections are there for individuals as for people covered
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under group health insurance policies. The biggest protection is
a provision for both an internal and an external appeals process
for <claim denials. The anmendnents would mnake the process
applicable to the individual policies. Oher changes are not
substantive and are designed to nake the terns consistent with
state and federal |aw

Section 31 sets a mninmum requirenent that a person may not
recoonmend a |ife, health or annuity product to a consuner
wi t hout reasonable grounds to believe that it is suitable. It
would also allow the director to adopt regulations to nanage
that new requirenent. She said that suitability, particularly
with annuity  products, is receiving national attention
particularly with equity index and variable annuities. Standards
are being introduced to regulate those products and the
departnment would like to protect its consunmers wth those
st andards.

Section 33 is new and contains pronpt paynent of health claim
provi sions. Changes were made in annuity products to address
surrender charges in sections 35 - 37, called non-forfeiture.
They concern excessive surrender charges when the premuns are
no longer paid or when the policy is going to be cashed out
Section 40 adds Heal t h | nsur ance Portability and
Accountability Act (H PAA) nmental health parity provisions.

1:42: 57 PM
Section 41 — 43 and 49 repeal the current Small Enployer Health
Rei nsurance Association. It’s not being used today, there are

only two covered lives in it and admnistrative costs are
$10,000 to $12,000 annually. The only conpany with two covered
lives does not object. The end of the bill has a transition

provision to allow for the wap up of it.

The rest of the bill deals with things other than life, health
and annuities. Section 24 is an actuarial opinion nodel |aw
taken from National Association of Insurance Conm ssioners
(NAIC). It'’s a standard that is already in the life and health
lines. This wll apply to property casualty insurers. It
provi des an additional tool the division can use to nore quickly
identify an insurer that nmay be in a troubled financia

condition. It provides to the division an actuarial opinion
summary that would include the actuary’s estinmates of reasonable
estimates of reserves.

Section 28 was basically designed to bring Alaska laws into
conformty with laws around the country for managing general
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agents that are internmediaries between an insurer and an agent
or broker. They have sone underwiting authority and sonetines
do cl ai ns adj ust nents.

1:44: 09 PM
Section 30 allows the division to publish a list of eligible
surplus lines insurers on the website instead of mailing it.

This clarifies that failure to pay a continuation fee is grounds
for renoval from the list and provides authority to reinstate
t he conpany under specific provisions including the paynent of a
| ate fee.

Section 34 expands authority for electronic conmunications if
el ectronic confirmation can be obtained. Section 44 nodifies the
definition to require licensure for any officer or salaried
enpl oyees of a title insurance conpany consistent wth other
license classes. She explained that several years ago, if an
enpl oyee of an insurance conpany was dealing with consuners, he
also had to be licensed. The electronic comunications industry
was omtted and they should be all handl ed equally.

1:45:42 PM
BUNDE asked her what the “Patients Bill of Rights” that she
mentioned in her summary refers to and where it is |ocated.

M5. HALL replied that it is part of Title 21, Chapter 7, and
starts in Section 3 of the bill. It refers to the rights
patients have when they have contracts and with an insurance
conpany that has a contract with a provider.

M5. HALL said the intent of +the bill 1is not to change
protections, but rather to bring individual insurance in line
wi th the sane coverage as group health insurance.

CHAIR BUNDE said he also wanted nore infornmation on where
section 15 is going with religious non-nedical providers.

M5. HALL reiterated that it’'s not the intent to change any
substance and that is already statutory |anguage.

1:48: 41 PM

KATI E CAVMPBELL, Life and Health Actuary, D vision of Insurance,
explained that the health care services definition is being
repeal ed because the term “nedical care” is replacing it. The
“medical care” definition located in the general insurance
statutes was developed under the federal H PAA Act and the
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department, as a policy, is trying to conform statutes to that
definition.

CHAI R BUNDE asked what activities would occur under section 15.
MS. CAMPBELL read the definition of medical care as foll ows:

D agnosis, care, mtigation, treatnment or prevention
of disease or anounts paid for the purposes of
affecting any structure or function of the body.

The definition of health care services as it currently is in
statute is basically the treatnent of an illness or injury.

1:51: 00 PM

BEVERLY SM TH, Christian Science Conmittee on Publication for
Al aska, said it was confusing to talk about nedical care
services provided by a religious non-nedical provider as
proposed in section 15 of SB 289. She stated:

| am satisfied with the use of health care services
that is currently in AS 21.07.080 and woul d reconmend

that the original |anguage used in the statute be
retai ned. However, if the Division of Insurance feels
strongly about the use of ‘nedical care’ in section
15, | would like to see a reference to the definition
of ‘medical care’ provided above inserted in section
15 so that citizens who are reading it wll know how

broadly the term ‘nedical care is defined...

CHAI R BUNDE t hanked her for her testinony and announced SB 289
woul d be set aside for further work.

1: 54: 38 PM at ease 1:56:12 PM

SB 253- EXTEND BOARD OF CHI ROPRACTI C EXAM NERS

CHAI R CON BUNDE announced SB 253 to be up for consideration.

TOM MAHER, staff to the Legislative Budget and Audit Commttee,
presented SB 253 that recommended an eight-year extension for
the Board of Chiropractic Examners as per the Legislative
Audi tor’s recomrendati on.

1: 57: 36 PM
SENATOR SEEKINS noved to pass SB 253 from commttee wth
i ndi vi dual recomendations and attached fiscal note. Senators
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Seekins, Ben Stevens and Chair Bunde voted yea; and it was so
or der ed.

SB 254- EXTEND PT & OCCUPATI ONAL THERAPY BQOARD

CHAI R CON BUNDE announced SB 254 to be up for consideration.

TOM MAHER, staff to the Legislative Budget and Audit Commttee
explained that SB 254 extends the Physical Therapy and
Cccupational Therapy Board due to its continuing public purpose
for eight-years as per the Legislative Auditor’s recommendati on.

1:58: 55 PM
RUTH CARSQN, Equi nox Physical Therapy, supported SB 254.

JULI E AMENT, Physical Therapy Association, supported SB 254.

SUNDI  HONDL, President, Alaska Physical Therapy Association,
al so supported SB 254.

2:00: 34 PM

SENATOR SEEKINS noved to pass SB 254 from conmmittee wth
i ndi vidual recomrendations and attached fiscal note. Senators
Ben Stevens, Seekins and Chair Bunde voted yea; and it was so
or der ed.

There being no further business to conme before the commttee
CHAI R BUNDE adj ourned the neeting at 2:01:31 PM

SENATE L&C COWM TTEE -7- February 16, 2006



