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COW TTEE CALENDAR

HOUSE BI LL NO. 175

"An  Act relating to insurance, including treating as
confidential certain information submitted to the director of
i nsurance by t he Nat i onal Associ ation of | nsur ance
Comm ssioners; clarifying conditions for the release of insurer
deposits; defining travel insurance that nmay be sold under a
travel insurance |imted producer license; establishing criteria
for licensing of nonresident independent adjusters as resident
adjusters; exenpting rewards under a wellness program from
treatment as insurance discrimnation or rebating; maki ng
certain insurance required of the Conprehensive Health Insurance
Associ ation perm ssive rather than mandatory; providing for the
admnistration of |oss reinbursenent policies and paynents to
guaranty associations during insolvency proceedings; rmaking
certain provisions relating to statenents on applications and
guar ant eed renewabi lity for i ndi vi dual heal t h i nsurance
applicable to hospital and nedical service corporations; making
public certain fornms and rel ated docunents filed for approval by
a hospital or nedical service corporation after the filing
beconmes effective; relating to deposits of self-funded nmultiple
enpl oyer welfare arrangenents; repealing reasons that the
director of insurance may use to deny or revoke a license; and
providing for an effective date."

- MOVED CSHB 175(L&C) OQUT OF COW TTEE
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HOUSE BI LL NO. 145

"An Act relating to the regulation of residential real property
nortgage lending, including the licensing of nortgage |enders,
nortgage brokers, and nortgage |oan originators and conpliance
wth certain federal laws relating to residential nortgage
| endi ng; and providing for an effective date."

- HEARD AND HELD
HOUSE BI LL NO. 177
"An Act relating to nmarine products and notorized recreational
products; and providing for an effective date.™
- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON

BILL: HB 175
SHORT TI TLE: | NSURANCE
SPONSOR(s): LABOR & COMMERCE

03/ 09/ 09 (H READ THE FI RST TI ME - REFERRALS
03/ 09/ 09 (H L&C, FIN

03/ 11/ 09 (H L&C AT 3:15 PM BARNES 124
03/ 11/ 09 (H Heard & Held

03/ 11/ 09 (H M NUTE( L&C)

03/ 13/ 09 (H L&C AT 3:15 PM BARNES 124
03/ 16/ 09 (H L&C AT 3:15 PM BARNES 124
03/ 16/ 09 (H Schedul ed But Not Heard
03/ 20/ 09 (H L&C AT 3:15 PM BARNES 124
03/ 20/ 09 (H Heard & Held

03/ 20/ 09 (H M NUTE( L&C)

03/ 30/ 09 (H L&C AT 3:15 PM BARNES 124

BILL: HB 145
SHORT TI TLE. MORTGAGE LENDI NG
SPONSOR(s): REPRESENTATI VE(s) LYNN

02/ 23/ 09 (H) READ THE FIRST TIME - REFERRALS
02/ 23/ 09 (H) L&C, FIN
03/ 30/ 09 (H) L&C AT 3:15 PM BARNES 124

W TNESS REG STER

LI NDA HALL, Director
Di vision of Insurance, Anchorage Ofice
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Depart ment of Community & Econom c¢ Devel opnent ( DCCED)

Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions during the discussion of
HB 175.

TYSON FI CK, Legi sl ative Liaison

O fice of the Conm ssioner

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 145.

LORI E HOVANEC, Director
Di vi si on of Banking and Securities (DBS)
Departnment of Commerce, Community, & Economic Devel opnent

( DCCED)
Juneau, Al aska
PCSI TI ON  STATEMENT: Testified in support of HB 145 and

presented the commttee substitute during the discussion of HB
145.

ACTI ON NARRATI VE

3:16:46 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives Hol nes,
Lynn, Neuman, and O son were present at the call to order.
Representatives Buch, Chenault, and Coghill arrived as the
neeting was in progress.

3:17: 03 PM

CHAI R OLSON indicated the sponsor of HB 177 requested that the
bill be renmoved fromtoday’ s cal endar

HB 175-1 NSURANCE

3:17: 26 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 175, "An Act relating to insurance, including
treating as confidential certain information submtted to the
director of insurance by the National Association of Insurance
Commi ssioners; clarifying conditions for the release of insurer
deposits; defining travel insurance that nay be sold under a
travel insurance |imted producer license; establishing criteria
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for licensing of nonresident independent adjusters as resident
adjusters; exenpting rewards under a wellness program from
treatment as insurance discrimnation or rebating; maki ng
certain insurance required of the Conprehensive Health |Insurance
Associ ation perm ssive rather than mandatory; providing for the
admnistration of |oss reinbursenent policies and paynents to
guaranty associations during insolvency proceedings; rmaking
certain provisions relating to statenents on applications and
guar ant eed renewabi lity for i ndi vi dual heal t h I nsur ance
applicable to hospital and nedical service corporations; nmaking
public certain fornms and rel ated docunents filed for approval by
a hospital or nedical service corporation after the filing
beconmes effective; relating to deposits of self-funded multiple
enpl oyer welfare arrangenents; repealing reasons that the
director of insurance may use to deny or revoke a license; and
providing for an effective date.”" [Before the commttee was the
Version S.]

3:18:16 PM
LI NDA HALL, Director, Division of Insurance, Anchorage Ofice

Department of Community & Econonmi c Devel opnent (DCCED), stated
that the comittee substitute Version S renbves previous

Sections 25 and 26 relating to insolvencies. She pointed out
that Section 11 of the bill permts the D vision of Insurance
director to order a summary suspension of a license if the
director finds that protection of the public requires energency
action and incorporates the finding in an order. She indicated
that she asked for this authority in <cases of extrene
enmer genci es. She stated that is the only provision which

represents a policy change.
3:19:47 PM

REPRESENTATI VE COCHILL indicated that he spent sonme time wth
the director of the Division of Insurance and agrees that
additional statutory authority is needed. He stated that he
tried to imagine a different director and circunstances in which
sonmeone mght msuse this authority. He offered his belief that

enough safeguards are in the bill to prevent nisuse of
authority.
3:20: 57 PM

REPRESENTATI VE NEUMAN referred to the bill title and asked which
information is confidential information.
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M5. HALL referred to Section 1 of Version S, She stated AS
21.06.060 lists records that nust be kept confidential. She
indicated AS 21.06.060(f)(2) adds to the |list proprietary
information or records established by a showi ng satisfactory to
the director. Thus, the new paragraph would allow
confidentiality for proprietary or trade secrets. Additionally,
a change was made to paragraph (4) that would renobve the term
“financial” from the analysis rations and exam nations. She
explained that the division receives analysis ratios and
exam nation synopses from the National Association |Insurance

Conmmi ssi oner s, which s other st at es' i nformati on. She
nmenti oned the Division of |Insurance has signed a confidentiality
statenent that it will not release other states’ information.

Thus, this change would allow the division to obtain narket
conduct information.

REPRESENTATI VE NEUMAN asked what the insurance term is for a
record check exam ni ng hone insurance cl ai ns.

3:23:34 PM

M5. HALL answered that Representative Neuman is referring to the
[ Conpr ehensi ve Loss Underwiting Exchange] C. L.U E. report. She
explained that wuld be considered personally identifiable
consuner information. She offered her belief the division would
not release to the public confidential consuner information that
was collected in the course of conducting business. She related
that those types of reports would generally be in the insurance
conpany records and not in the division s records.

3:24: 07 PM

REPRESENTATI VE NEUVAN asked whether the consuner’s identity is
pr ot ect ed.

M5. HALL answered that the division does not perform any
profiling. She explained that the division would perform somne
rating underwiting through the use of credit scoring. However,
the division does not receive detailed consuner information,
which by statute is confidential. She related the division
revi ews standards. She stated that the rating and underwiting
| aws prohibit unfair discrimnation.

3:25: 07 PM

M5. HALL, in response to Representative Neuman, explained that
the Division of Insurance does not collect personal information
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so it would not have the ability to dissemnate it. She added
that under public records laws, the division does not have to
collect and create reports that it does not already collect.
She opi ned the division does not collect personal infornmation.

CHAIR OLSON offered his belief that the problem was corrected
| ast year and pertained to a different departnent that had been
rel easing confidential information.

3:26:16 PM

M5. HALL, in response to Representative Neunman, explained the
only opposition received on HB 175 related to provisions that
have been renmoved fromthe bill.

3:26: 54 PM

REPRESENTATI VE BUCH comented that the commttee held extensive
di scussions on HB 175 a nmonth ago and his concerns have been
addr essed. He inquired as to whether any other issues have
ari sen that would need to be addressed before next session.

M5. HALL related her understanding that only three weeks
remai ned of the |egislative session. She answered she had no
additional matters with respect to HB 175.

3:28:14 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 175.

REPRESENTATI VE NEUMAN noved to report the CS for HB 175, Version
26-LS0579\'S, Bailey, 3/16/09, out of commttee with individua
recommendati ons and the acconpanying fiscal note. There being
no objection, the CSHB 175(L&C) was reported from the House
Labor and Commerce Standing Comm ttee.

3:29: 23 PM
The committee took an at-ease from3:29 p.m to 3:31 p.m

HB 145- MORTGAGE LENDI NG

3:31:18 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 145, "An Act relating to the regulation of
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residenti al real property nortgage lending, including the
licensing of nortgage |enders, nortgage brokers, and nortgage
loan originators and conpliance wth certain federal |aws
relating to residential nortgage |ending; and providing for an
effective date.”

3:31:28 PM

REPRESENTATI VE NEUVAN nmade a notion to adopt the commttee
substitute (CS) for HB 145, Version 26-LS0598\E, Bannister,
3/30/09, as the work draft.

CHAI R OLSON obj ected for the purposes of discussion. [Version E
was before the commttee.]

3:32: 09 PM

TYSON FICK, Legislative Liaison, Ofice of the Conm ssioner,
Department of Commerce, Community, & Economic Devel opnent
(DCCED), stated that HB 145 nmkes nmany changes to nortgage
| ending statutes to bring the state into conpliance with the
federal Secure and Fair Enforcenent for Mortgage Licensing Act
of 2008, also referred to as the SAFE Mrtgage Licensing Act of
2008 (SAFE Act). This bill resulted from efforts by the
sponsor, the Departnment of Law (DOL), the Division of Banking
and Securities, Departnent of Comrerce, Conmunity, & Economc
Devel opnent ( DCCED) , i ndustry representatives, and t he
| egi sl ative drafters.

3:33:11 PM
LORIE HOVANEC, Director, Division of Banking and Securities

(DBS), Departnent of Commerce, Conmmunity, & Econom c Devel opnent
(DCCED), offered the division's support for the commttee

substitute Version E. She explained that the commttee
substitute wll bring current nortgage lending statutes in
conpliance with federal |[|aw. Congress passed a new |aw that
required the division to revise its current statute. In the

interimthe DCCED added back into the bill what is necessary to
grant authority for policy changes and to incorporate as much of
the SAFE Act into |aw as possible. She highlighted the banking
i ndustry was concerned that the division m ght nake changes by
regul ation instead of by statute. She offered the Division of
Banki ng and Securities’ support for the commttee substitute,
Version E

3:35:15 PM
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M5. HOVANEC enphasized the need for conpliance with federal |aw
by July 30, 20009. She explained that the federal |aw consists
of two parts. First is to bring the statutes into conpliance.
Second is to join the national nortgage |icensing database
registry system referred to as the National Mrtgage Licensing
System (NWM.S). She further explained that states can join the
NMLS prior to the effective date of their statute. She
indicated that the NMLS is activated by groups of states. She
noted that Alaska, along with six or seven other states wll
join the NMLS |icensing system on August 1, 2009. She offered

her belief if HB 145 does not pass that the division will need
sonme authorization to join the NWS. Addi tionally, wunder the
federal statutes, the U S Departnent of Housing and Urban
Devel opnent (HUD) will regulate nortgage |icensing. She opi ned

the DCCED does not wish to have that occur. She hi ghli ghted
that the state could apply for an extension, but the HUD

standards are not yet set up. She related her understanding
that no states have applied for an extension. She hoped that
the | egislature could support HB 145. Further, two sections of
the bill do not refer to mandated changes. She referred nenbers
to item 10 in nenbers’ packets, titled “Talking Points- Lorie
Hovanec, Director, Division of Banking and Securities.” She
offered to discuss the talking points, but related her
preference to have commttee nmenbers digest the bill and discuss

the points at a | ater date.
3:38:36 PM

CHAI R OLSON renmarked that HB 145 has been expanded from 9 to 36
pages. He inquired as to whether she has prepared a sectional
anal ysis for the bill.

M5. HOVANEC rel ated that she received a copy of Version E about
an hour ago so she has not had tinme to revise the sectiona
analysis to correspond to the commttee substitute. She offered
to provide a sectional analysis for the next neeting.

3:39: 24 PM

REPRESENTATI VE HOLMES nentioned that she appreciates the
forthcom ng details. She said she did not see a fiscal note,
but recalled reading the state would share inplenentation costs.
She inquired as to the financial inplications for the state.

M5. HOVANEC answered that the initial cost would likely be
$50,000, the mnimum fee to join based on the nunber of
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| i censees. She explained that the state is just now |icensing
nortgage |ender broker, and orginators. Thereafter, the
licensing system is industry supported. She nentioned sone
initial training sessions may be necessary for staff to learn to
operate the system but by the third year the fiscal note is a
zero fiscal note. She referred to a fiscal note from the DCCED,

Banking and Securities approved by Comm ssioner Notti on
3/ 11/ 09.

3:40:51 PM

REPRESENTATI VE NEUMAN referred to page 3, lines 18-21, which
read, “For the purpose of participating in the registry, the
departnment may waive or nodify, in whole or in part, by
regulation or order, any or all of the requirements of this
chapter ... ” He opined this appears to be a bl anket waiver

M5. HOVANEC related her wunderstanding the purpose is in the
event of an unexpected change that the state can nodify via
regul ati on. She highlighted that this specific waiver |anguage
is derived from the nodel state |anguage approved by HUD. She
offered to review the intent of the provision. In response to
Chair O son, M. Hovanec agreed that this is the first tine the
| anguage has been proposed to the | egislature.

3:42: 27 PM

REPRESENTATI VE BUCH asked for the reason for the federal changes
i ncorporated in the SAFE Act.

M5. HOVANEC offered her belief that the federal |aw changed due
to the nortgage | ending issues and problens precipitated some of
the financial crises. She expressed her wunderstanding the
former director, Mark Davis, related that the draft |egislation
i ncluded sone itenms the federal governnent was considering such
as pre-licensing, educat i onal requi renents, and background
checks.

3:43: 59 PM

REPRESENTATI VE BUCH offered his belief that this is a “work in
progress” and sone provisions nmay need to be adjusted.

M5. HOVANEC recalled a Congressional report that indicated the

state and federal governnment wll work together on credit
transacti ons. She highlighted that the division has attenpted
to keep sone of the statutory requirenents for licensing in
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regulation in anticipation of changes the division may need to
adapt to next few years.

3:45:12 PM

CHAIR COLSON inquired as to who devel oped the nodel |egislation
and if it has been adopted by other states.

M5. HOVANEC answered yes, that as of a nonth ago, two other
states have enacted their legislation, wusing a substantial
portion of the nodel |anguage. She explained that the nodel
| anguage was devel oped by the entities tasked under the SAFE Act
with creating the NMWM.S registry. The Conference of State Bank
Supervisors (CSBS), and [the American Association of Residentia
Mort gage Regul ators] (AARMR) developed the system and to date
over 20 governmental agencies are using the NWLS system She
offered to forward HB 145 to the CSBS for review

3:47: 03 PM

REPRESENTATI VE CHENAULT asked who is requesting HB 145. He
opi ned one reason that sone lending institutions are in the
position they currently are in is the institutions noved
away from good business practices by |loaning noney to
people who were a credible risk. He further opined the
federal government told them to |lend nobney to anyone that
wanted to buy a hone. He expressed concern about the
source of the changes, particularly if the federa
government is the source of the bill. He said:

If it is the bankers whose job it is to turn a profit
for their stockholders and their sharehol ders, then |
feel a lot nore confort in that. But, | think the
bi ggest reason we’'re in the position we are in is that
we had the federal governnent determ ne what was best
for the citizens of the U S. and now we find what they
pronoted is definitely going to be with us for a |ong
period of time, M. Chairnmn.

3:48: 24 PM

REPRESENTATI VE NEUVAN pointed out the House Resources Standing
Commttee just passed three resolutions “that told the federa
government to stay out of our business.” He asked if the
provi sions requirenments background checks and fingerprints, are
subj ect to privacy cl auses.
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M5. HOVANEC offered to report back to the conmittee on
confidentiality. She related that the provisions are simlar to
current statute. She stated that under the current statutes,
fingerprint cards are subnitted to the Department of Public
Saf ety. Wiile she said she was not certain, she offered her
belief that the statutes contain provisions for sone |evel of
confidentiality. She stressed that the whole purpose of the
NMLS and registry is to prevent soneone who “may not be an
upstandi ng nenber of the industry” from transacting business in
one state from noving to another part of the country to start
anot her operation. She opined that running background checks
creates nore transparency and better consumer protection.

3:50: 48 PM

REPRESENTATI VE NEUVAN asked whether any “profiling” can happen
as aresult of the bill.

V. HOVANEC answered that the background information is
performed by the national licensing system and is sent to the
state to examners in the Division of Banking and Securities who
make the |icensing determ nation. She nentioned that |icensing
examiners may also run their own check of records. She
hi ghlighted that the state |icenses individuals.

3:51: 58 PM

REPRESENTATI VE NEUVAN referred to page 5 and 6 of HB 145 which
relates to exam nation fees that nay be assessed. He inquired
as to whether the fee has been determ ned.

M5. HOVANEC offered her belief that the division is not
antici pati ng changi ng educational testing fees at this tine.

3:53: 01 PM

M5. HOVANEC, in response to Representative Neunan, stated that
the state statute becane effective on July 1, 2008. The SAFE
Act becane effective on July 30, 2008. She related that the
DCCED has worked with the Departnment of Law since then to nake
sonme of the changes that would be required under the SAFE Act.

3:54:18 PM

M5. HOVANEC, in response to Chair O son, stated the reason the
| onger bill was not previously submtted is due to the lag tine
in obtaining approval for the provisions in Version E She
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said, “Believe ne, it certainly was not ny preference. |’ve put

in 70 hours just this past week and all weekend, so, ny
apol ogi es.”
3:54: 54 PM

CHAIR OLSON indicated the comrittee did not even have 24 hours
advance notice to review the conmttee substitute. He announced
that HB 145, Version E, would be held over for further
consi derati on.

3:55:22 PM
ADJ QURNMVENT
There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
3:55 p.m
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