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LI NDA HALL, Director

Di vi sion of Insurance

Depart ment of Comrerce, Conmunity & Economi c Devel opnment ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT: Presented a section-by-section analysis of
HB 164 and answered questions during the discussion of on HB
164.

ACTI ON NARRATI VE

3:21:55 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:21 p.m Representatives d son,
Seaton, Johnson, Saddler, Holnes, and MI|ler were present at the
call to order

HB 164- | NSURANCE: HEALTH CARE & OTHER

3:22: 09 PM

CHAI R OLSON announced that the only order of business would be
HOUSE BILL NO 164, "An Act relating to insurance; relating to
heal th care insurance, exenption of certain insurers, reporting,

noti ce, and recor d- keepi ng requi renents for i nsurers,
bi ogr aphi cal af fidavits, qualifications of alien insurers
assum ng ceded insurance, risk-based <capital for insurers,
i nsurance hol ding conpani es, licensing, federal requirenments for

nonadm tted insurers, surplus lines insurance, insurance fraud,
life insurance policies and annuity contracts, rate filings by
health <care insurers, long-term care insurance, autonobile
service corporations, guaranty fund deposits of a title insurer,
joint title plants, delinquency proceedings, fraternal benefit
societies, multiple enployer welfare arrangenents, hospital and
medi cal service cor por ati ons, and heal th mai nt enance
organi zations; and providing for an effective date."

3:22:57 PM

LI NDA HALL, Director, Division of Insurance, Departnent of
Commerce, Community & Econom c Devel opnent (DCCED) referred to
nmenber binders that contain sections which wmy help the
commttee as she reviews this conplex bill.

3:24:33 PM
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M5. HALL referred to the section-by-section analysis of HB 164
and offered to point out changes from existing |[|aw She
expl ained that Section 1 would apply to entities not required to
be |icensed under Al aska Statute (AS) 21.

3:26: 53 PM

REPRESENTATI VE SEATON asked whether this provision would also
apply to health insurance sold by anot her state.

M5. HALL answered that it has a relationship. This provision is
intended to apply to a |arge enployer headquartered in Texas who
purchases a group health insurance policy for five people to not
have to submt to the entire certificate of authority
application process. She stipulated that the policy nust be
sold in Texas and cannot be marketed in Al aska. Addi tionally,
the conpany would be limted to $50,000 in prem um sal es. She
offered her belief that this provision was not generally
applicable to health insurance sold by another state.

M5. HALL stated that Sections 2-21 of HB 164 would nodify the
i nsurance termnol ogy, including changing the term "nmanaged care

entity" to "health care insurer,"” she said.

3:29: 25 PM

M5. HALL turned to the tab titled, "Financial Tab," which refers
to pages 15-23 of the bill. These financial updates represent
the nost technical part of the bill. She related the primry
mssion of the Dvision of Insurance (DA) is solvency

oversight. An insurance policy is a promse to pay, she stated.
The state's regulation over the industry really does not matter

if funds are not available to pay clainms, she said. She
enphasi zed consuner protection relates first to solvency
over si ght. She pointed out sone provisions in the financial

section are quite technical and others are quite sinple.
Proposed Section 24 would require the DO to collect electronic
mai ling addresses and file biographical affidavits. She
highlighted the nore critical pieces pertain to records
mai nt enance, such as the requirenment of insurers to keep records
according to the state's requirenment or according to the state
of domcile's statutes, whichever is longer. She explained that
during the conplaint process, the DO nust be able to obtain
records from the insurer, such as why they denied a claim and
what the policy said at the tinme it was sold. She characterized
these <changes as a strengthening of the state's record
mai nt enance requirenents. A section on reinsurance, which is
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i nsurance that insurance conpanies buy to protect thenselves,
generally carries a large deductible and provides a |ayering of

the portion of the risk. She reported that the reinsurance
mar ket pl ace is changi ng. Some of the conpanies domciled
outside the U S. keep trust funds in the U S. for the benefit of
pol i cyhol ders. She clarified that this |anguage changes the
percentage of insurance the conpanies nust Kkeep fir al

pol i cyhol ders. She noted this is referred to as ceding. She

clarified the ceding provision only pertains to the portion the
conpanies take on with respect to the insurance conpany rather
that the anount of the full policy. She comented that sone
states such as New York and Florida have nade changes in their
|aws and are no longer requiring a 100 percent trust fund. She
recapped that sone of the nodel |laws for regulating reinsurance
have changed and Alaska is wupdating its statutes to reflect
t hese changes.

3:33:09 PM

M5. HALL referred to proposed Section 29 of the bill which
pertains to a "company action level event" for a property and
casualty insurer or health organization. This nmeans sonet hi ng

happened to cause the state's regulators to nore closely review
the action which would likely require additional reporting. The
proposed change would increase the capital anmount that a
property and casualty insurer or health organization nust have
when that happens. Previously, when the insurer's tota

adjusted capital fell below 250 percent, the DA would require
addi ti onal reporting. That threshold has been increased to 300
percent . This percentage point would trigger when the DA to

review the reserves and overall solvency issues. "So increasing
means it's a tighter regulation. We're upping the ante so to
speak," she said. In response to Representative Saddler, she

responded that proposed Section 29 refers to the risk based
capital, which is the capital and surplus requirenents of an
insurer. This would represent the insurer's surplus capital and
how rmuch relates to what the insurer has obligated to pay

pol i cyhol ders. She reiterated that current when the insurer's
total adjusted capital fell below 250 percent the DO would
perform a nore rigid examnation. Under this bill the

per cent age woul d be increased to 300 percent.
3:35:17 PM

REPRESENTATI VE SADDLER asked whether that neans capital assets
and reserves nust equal 300 percent of the clains or the risk.
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M5. HALL clarified that this provision pertains to risk. She
el aborated that it would depend on the type of policy or type of
exposure and whether the insurance is for autonobiles or |arge
comercial buildings since the firmwould have a different |evel
of exposure for any one risk. She characterized the risk based
capital process as a conplex fornul a.

REPRESENTATI VE SADDLER asked whether it is anal ogous to reserves
for a bank.

M5. HALL answered that the term nology has also changed over

time. It has changed from the anount of capital an insurer had
to the nunmber of policies it had witten to a nore subjective
analysis of the risk the insurer takes. If an insurer wites a

substantial nunber of policies for earthquake insurance, even
though the earthquake event happens Iless frequently, the
insurer's exposure is nmuch greater than if the insurer were to
wite all auto policies. She equated the analysis as nore of a
subj ective analysis perforned to better assess the full risk.

REPRESENTATI VE SADDLER related his understanding that raising
the threshold woul d require greater docunmentation

3:36:51 PM

REPRESENTATI VE JOHNSON asked for <clarification on the current
requi renent for recordkeeping.

M5. HALL answered that five years retention for records is
typical but certain records have other requirenents, including
that original contracts nust be kept for as long as the policy
is in force. She recalled an incident related to a |Iegal
annuity claimin which neither the consuner nor the conpany had
a copy of the original contract on file. It was difficult to
sort out whether the Al aska regulations had been adhered to so
these changes wll help ensure the original records are
avai | abl e.

CHAIR OLSON recalled nedical mal practice records nust Dbe
retained substantially longer, in excess of 18 years, and
eart hquake policies are only retained for one year.

M5. HALL pointed out that the retention tinme can al so depend on
whet her the policy is renewed with a different conpany or if a
conpletely different policy issued. |In those instances it would
not be necessary to keep the old policy, she said.
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3:38:42 PM

REPRESENTATI VE SADDLER asked for further clarification on
"ceding" insurers and how it would apply to reinsurance.

M5. HALL related a scenario in which insurance conpany "A" whose
main domicile is Alaska, is considered the domestic insurer.
Any conpany whose headquarters is |ocated outside Al aska would
be referred to as a "foreign" insurer. Wien its headquarters
are l|located in another country the conpany is considered an
"alien" insurer. Many reinsurers are headquartered outside the
U.S., she said. | nsurance conpany "A" would only purchase
insurance from a foreign insurer or an alien insurer since
Al aska does not have any reinsurance conpanies |ocated in the

state. She characterized this ©process as simlar to a
deducti bl e and whi chever portion is reinsured, conpany "A" would
be considered the "ceding" insurer. Therefore, conpany "A"

woul d be ceding part of its risk to another conpany, she said.

M5. HALL related that proposed Section 34 contains the final

change under the financial tab. This changes the date from
April 1 to May 1 to allow insurers nore tine to file the
extensive financi al docunent s. She recalled that this

suggestion was offered during the DO's accreditation review.
3:41:12 PM

REPRESENTATI VE SEATON referred to page 22, to the definition
section of HB 164. He asked whether it is clear that this
refers to a health care insurer or if it needs to be clarified
that a "nmanaged care entity" includes a "health care entity."

M5. HALL responded these proposed sections ensure that a conpany
who is a health or life insurer nust file a risk-based capital
report. She added that this provision is not really part of the
definition. She offered her belief that the other sections
adequately define the terns, but she offered to review this with
her | egal staff.

3:42: 50 PM

M5. HALL referred to the next tab in nenbers' binders |abeled
"Licensing." She explained that the Al aska statutes (AS) 21.27
refer to agent licensing and updates the DO's antiquated agent
licensing structure. She related that pages 23-27 of HB 164
help to streamline the process. Proposed Section 35 would
delete the term "individual in a firm and replace it wth
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"individual license." She stated that the effect is to provide

portability to the individual license will to allow the |icense
to follow an agent when the person changes firnms. Currently, if
an individual |icense and changes firms, the agent nust cance
hi s/ her license and reapply for a new license within 30 days or
i ncur fines. These changes should streamine the process for
agents and for the DA. She pointed out that substanti al

paperwork is involved to process an individual agent changing
firms. These provisions establish an enploynent contract, which
indicates that the firms conpany appointnent extends to any
i ndi vidual working for the firm The individual may use the
fiduciary accounts of the firm and his/her records are
considered records of the firm Thus, the DO would require a
contract to outline specific terns. The firm would be
responsible for its agents. The conpliance officer would be
responsi ble to make sure everyone working for the firm follows
Al aska | aws. She characterized the provision as the DO seeking
accountability and efficiency. She offered her belief that the
current licensing fee structure is incredibly conplex and
estimated that the DA refunds 100 or nore overpaynents each
year to agents.

3:45:26 PM

M5. HALL pointed out that proposed Section 38 would renove the
requirenent for nonresidents to submt fingerprints. Thi s
change is necessary to conply with the requirenents under the
federal G amm Leach-Bliley Act and national uniformty I|icense

st andar ds. She explained the DA has not fingerprinted
nonresidents by policy for a considerable tine. The nationa
standard requires that each state wll fingerprint its own
residents and perform background checks as part of the licensing
process. A federal law requires felons to submt additional
paper wor K. This change prevents duplication for those agents
obtaining registration in 25 states. This change would place

the responsibility on the regulator in the state in which the
agent resides.

3.47:. 24 PM

M5. HALL turned to the tab in nmenbers' binders |abeled "Surplus
Li nes. " She offered her belief that this section is the nost
important section of the bill. She explained that these
provisions pertain to another type of insurance called
"adm tted" insurance covered by guarantee associations. " Non-
admtted insurers” or "sur pl us l'ines i nsurers” oper at e
differently. Typically, "surplus lines insurers" are insurers
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that may not do sufficient business in a state to submt to the
paperwork to beconme admtted insurers. She offered that nost
earthquake insurance is witten in the surplus l|ines market.
Several homeowner conpanies wite earthquake insurance which is
the only admtted market that wites earthquake coverage, but

the market is fairly limted. Many |arge financially sound
conpanies wite in this matter. In June 2010, the Congress
passed the Nonadmtted and Rei nsurance Reform Act which changed
the way the surplus lines market is taxed. The state nust
change its statute or its ability to collect and receive revenue
on surplus lines coverage in Alaska will be restricted. She
enphasi zed its inportance. This concept establishes the hone

state for the conpany's principal place of business. The "hone
state" would be the only state that can do certain things such
as collect premum tax, have authority over how agents conduct

busi ness, or authority over alien insurers. She offered to
di scuss this in nore detail, if needed.
3:50: 51 PM

M5. HALL stateded that much discussion has occurred nationally
on the best way to inplenment changes in the federal act, which
has a fairly narrow tineline since the act will becone effective
less than a year after it has been signed. She reiterated the
critical nature to inplenent the federal changes. The Nationa
Association of Insurance Comm ssioners (NAIC) has created a

cl eari nghouse concept. This bill would establish the authority
to allow the DO's director to participate in a clearinghouse
bet ween st ates. The clearinghouse would collect a tax and
all ocate taxes on nmulti-state risk using an allocation schedul e.
Each state would decide whether to participate. Sone snal |
states expressed concern that the sonme states would either be
W nner states or donor states. Loui siana has viewed itself as

state as a donor state since major oil conpanies, who are Texas
conpani es, perform sone business in Louisiana but only Texas
woul d be able to tax those risks.

M5. HALL related a scenario in which a conpany, such as Princess
Crui ses, own properties and |odges in Al aska. However, since
Alaska is not its principal place of doing business it would no
| onger be able to collect premum tax on the Princess Lodges in
the event its coverage was placed in a surplus |ines market

She stressed the scenario represents an exanple since she has no
idea of Princess Cruise's insurance coverage. Unl ess Al aska
joins with a group of other states, and all states agree to
collect the tax and allocate it to the states where the risk is,
Al aska would |ose noney. She related that she has rough
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estimates from the state's tax auditor that showed that of the
roughly $50 million the state collects only about $3 nllion
falls under the surplus lines insurer category.

3:53:29 PM

CHAIR OLSON pointed out that the DO provides incone to the
state.

M5. HALL acknow edged that the DO's $7 million budget is
significantly less than the anbunt of funds it collects.

M5. HALL estinmated that approxi mately $500, 000 woul d be i npacted

by the federal changes to the surplus lines insurance. She
offered her belief that $500,000 is still nmeaningful revenue
which the DO would like to track and collect. She remarked

that the figure represents a very rough estimate since the state
does not currently track of "hone state" since that is not a
concept currently in Al aska's statutes.

3:54: 33 PM

REPRESENTATI VE SADDLER asked for <clarification on the term
"adm tted."

M5. HALL answered that the term would nean "admitted" to do
busi ness in Al aska. She explained that currently only seven
i nsurance conpanies are domciled in Alaska and list Al aska as
the primary regulator while approximtely 2,000 conpanies are
licensed to conduct insurance business in Al aska but Alaska is
not their principal place of business.

3:55:36 PM

REPRESENTATI VE SADDLER asked whether being domiciled in Al aska
and admtted to do business in Alaska is one and the sane.

M5. HALL answered basically yes. She explained that once a
conpany has obtained a certificate of authority it is free to
sel | insurance and is subject to Alaska's statutes and
regul ati ons. Al aska would just not be its primry regulator
She acknow edged that the DO perfornms financial analysis of
t hese conpani es.

REPRESENTATI VE SADDLER asked whether the foreign and alien
conpanies would fall into the nonadm tted category.
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M5. HALL recalled that about 7 of 2,000 conpanies are domciled
in Al aska. The rest are designated as foreign conpanies since

they are headquartered in sone other state. In further response
to Representative Saddler, she explained that nonadmtted
conpani es do not have a certificate of authority to operate in
Al aska. The nonadmtted conpanies do not file fornms or rates

and are not guaranteed by the Guarantee Fund. Those conpanies
woul d be conpanies that are authorized to do business in Al aska.
They apply to be on the list of authorized insurers. The DA
mai ntains a |ist of authorized insurers and perforns a financial
review, but not to the sane detail. Again, the "nonadmtted"
conpanies are ones that are not guaranteed by the GQGuarantee
Funds and do not file fornms. The DO considers these conpanies
to be authorized and financially able to neet their obligations
so the state authorizes themto conduct business in Al aska.

CHAIR OLSON pointed out that another insurance class of
providers considered "alien conpanies” which are typically

of fshore conpani es. He clarified that foreign conpanies
typically refer to the Lower 48 conpanies whereas alien
conpanies fall into another class and are typically ones that

are located in Bernuda, London, or other European countries.
3:57:45 PM

REPRESENTATI VE SADDLER related that he was unsure what
nonadm tted conpani es can and cannot do but offered to study the
matter outside of the commttee.

M5. HALL pointed out that Chair O son was previously a surplus
I ines broker as was Ms. Hall.

3:58:43 PM

REPRESENTATI VE JOHNSON asked for clarification on the enploynent
contract, and whether an insurance enployee with a contract
woul d di m ni sh any responsibilities of the conpany.

M5. HALL answered that she does not believe so. She expl ai ned
that both the enployer and enpl oyee are bound by the statutes to
transact insurance, to have a license, to conply with all of the
requi renents set in statute. The bill is not intended in any
way to relieve anyone's obligation. She thought that the bil
may place a greater burden on enployer to ensure its enployees
are followng the statutes and to identify the reason the
conpliance officer is involved.
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REPRESENTATI VE JOHNSON comented he wanted to be sure the
proposed changes did not contract away certain obligations.

M5. HALL agreed that such action would not be acceptable to DO
ei t her.

REPRESENTATI VE JOHNSON rel ated a scenario in which a rogue agent
does sonet hi ng. He wanted to ensure that the agent's action
does not relieve conpany fromfulfilling its obligation.

M5. HALL agreed it would not.
4:00: 55 PM

M5. HALL referred to the tab in nenbers' binders, |abeled,
"Health and Long Term Care" which covers pages 37-50 of HB 164.
She offered that this section contains nunerous updates, none of
which pertains to federal health care reform She related that
the first few sections, in particular, AS 21.36, pertain to the
trade practices and fraud. Proposed Section 58 would provide
consuner protection since it would require insurers to provide
adequate notice of 45 days to consuners of any changes in health
i nsurance contract provisions, premuns, or coverage. Cenerally
the DO has these types of requirenents in honeowner and auto
i nsurance premuns but has not had specific notice for health
care prem uns. She recalled a recent issue in which a 30-day
notice could be given mdstream She highlighted those types of
i ssues can adversely affect soneone who is pregnant in the event
that the conpany provides mdstream notice that it wll no
| onger be covering pregnancy. She recalled such a case and
reported the issue was satisfactorily resol ved.

4:03: 04 PM

M5. HALL drew attention to changes in proposed Section 59, which
she pointed out as inportant, but does would also pertain to
| ong-term care or health insurance. She related a scenario in
which a "rogue agent" created a serious situation. She referred
to proposed Section 59 (p) (4) of HB 164. She identified this
par agraph as |anguage being renoved from the crimnal code and
placed directly into the insurance code felony section. She
explained that AS 11.46 pertains to intent to defraud. The
| anguage in question basically states that soneone comits a
felony if they knowingly issue a forged certificate of insurance
or other docunent relating to insurance. She explained the
"rogue agent" situation as one in which an agent had not renewed
hi s/her license, but issued certificates of coverage. However,
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the agent did not collect any noney or ever "place" the
coverage. This cane to the attention of the DO when a tour bus
operator, who had a certificate of insurance and operated two
tour buses, sinply assuned the buses were covered. She stated
the tour operator was not insured and had never been billed.
The tour operator pointed to the certificate of insurance as
proof of insurance. The DO did not have the authority to
prosecute the "rogue agent." The DA found the agent's behavior
egregious and a violation of the agent's responsibility to
clients. She reported that the DO needs the authority to stop
that type of behavior. Currently, the DO does not have the
ability to do so. In response to Representative Johnson, she
agreed it couldn't be retroactive.

4:07: 05 PM
CHAIR OLSON recalled the agent's license was revoked and
al though the agent did not renew the |icense, the revocation

provi sion would ensure the agent's |icense could not be renewed

M5. HALL related that the agent operated in Southeast Al aska in
a small comunity. She characterized the incident as a
difficult situation.

M5. HALL referred to proposed Section 60, which provides a "free
| ook"™ and requires insurers to give consunmers at |east 10 days
to return a policy and receive a refund of the prem um

M5. HALL referred to proposed Section 61, which relates to
i nsurance rates. This would require all health insurers
transacting health insurance to file prior approval of their
rates with the division. Currently, hospitals and nedical
corporations which in Alaska is primarily Prenmera Blue Cross
file rates for approval. The rest of market has a general
rating standard that indicates rates cannot be excessive or
unfairly discrimnatory.

4:10: 06 PM

REPRESENTATI VE SEATON referred to proposed Section 58 of HB 164
which requires 45 days notice for individual i nsurance
contracts. He then asked for clarification in proposed Section
61, which requires 60 days notice for prem umrate changes.

M5. HALL answered the insurer nust give consuners 45 days notice

of rate changes but the insurer nust file with the agency 60
days 1in advance of any rate changes. In response to
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Representative Seaton, she explained that the 45 day notice
mat ches the DO's other statutes with respect to notice of
cancel |l ati on provi si ons. She of fered her bel i ef t he
cancel lation standards are uniform but the filing with DO
represents a different standard.

4:11:37 PM

M5. HALL referred to proposed changes to AS 21.53, which relate
to changes to the long-term care insurance statutes. She
pointed out that these statutes are 20 years old and need
updat i ng. Long-term care insurance has changed during this
time. In addition to bringing the laws up to date, adopting the
current National Association of Insurance Conmm ssioner's (NAIC
Long-Term Care nodel provisions will allow insurers to offer
long term care policies in Alaska that conply with the federa

long-term care partnership policy requirenents. This would
allow future state participation in the federal |ong-term care
partnership program if the state chooses to do so. Last
| egislature, a bill was introduced that would have elected this
option but it did not pass. Alaska currently approves |ong-term
care forms, but these changes would also provide authority to
approve long-term care rates. She related that in her
experience the |argest nunber of rate conplaints surround | ong-
term care. Soneone may have had a policy for 10-15 years but
the prem um beconmes exorbitantly expensive and people can no
| onger afford their policies, often when they nost need them

M5. HALL pointed out nobst of the provisions incorporate the
proposals in the nodel bill. The changes would add new
provisions for producer training the DA believes would be
hel pful. It would add consuner benefits such as witten reasons
for claim denial, but generally would update the division's 20-
year-old statute to better reflect the market products. In
response to Representative Saddler, she indicated the changes to
the long-termcare extend up to page 48 in the bill.

4:14:29 PM

REPRESENTATI VE JOHNSON asked whether public notification is
requi red when raising insurance rates.

M5. HALL answered that the 45-day notice is to notify the

consumer or policy hol der. In further response to
Representative Johnson, she answered that the rates are
confidential until approved. She stated that the DA would not
publish the rates wuntil the raters were approved by the

HOUSE L&C COW TTEE -13- February 21, 2011



division, and once the rates were approved, the filing would
beconme public. Currently, the rate filings do not becone public
docunents, she added.

4:16: 07 PM

REPRESENTATI VE JOHNSON asked for clarification on the 45-day
consuner notification.

M5. HALL answered that the 45 days would apply to the individual
policy renewal. She explained the 45 day period would follow
the DO's approval

REPRESENTATI VE JOHNSON asked whether rates could increase in the
m ddl e of a 12-nmonth policy.

M5. HALL agreed they could be raised.
4:16: 42 PM

REPRESENTATI VE JOHNSON recapped that the insurer notifies the
DO 60 days prior to a rate change and the rates are then
appr oved. He asked for further clarification on the notice the
i nsurer nust provide on a rate change since the 45 days pertains
to the policy renewal period.

M5. HALL answered that once the DO approves the rate that the
new rates can go into effect. VWiile the rates are technically
effective, the insurer does not typically use them since changes
al so require programmi ng the conpany's conputers. The insurer's
new rate could not go into effect for at |east 45 days even if
notice was given the day the DO approved the rate increase.

REPRESENTATI VE JOHNSON rel ated his understanding that this woul d
apply not just for renewal but any tinme rates were increased.

M5. HALL answered that nost individual policies have a January 1
renewal date. She recalled that nobst snmall group policies do
not have a uniform tine. Thus, currently when the DO approves
rates they apply to the base rate and nmay inpact a particul ar
group anytime over the 12 nonths, depending on when the policy
IS renewed. She related that the rate increase would not
automatically apply to each and every policy. She related a
scenario in which in which the DO approved a rate increase on
February 1 which would apply to policyholders as policies were
renewed.
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4:19: 24 PM

REPRESENTATI VE SEATON asked for clarification on proposed
Section 72 with respect to the "field agent.™

M5. HALL responded that a field agent is a producer or agent

visiting clients in their hones or in his office. These are
insurers who have been granted underwiting authority. The
proposed change would ensure that soneone selling policies in
the field bases the cost on the prem um cost. | f the producer

has the authority to issue policies, the agent should be
conpensated by the nunber of policies but not nake a commi ssion
she sai d. The goal in long-termcare is not to wite the nost
expensi ve policy. Many people may only need a shorter term
which is based on |ife expectancy, she stated.

M5. HALL referred to proposed Section 76 of HB 164. Thi s
section would require rate filing and prior approval of group
health care insurance rates which are the same changes as for
i ndi vidual s just discussed. The goal would be to review, have
actuarial analysis, and approve themprior to use.

4:22:19 PM

M5. HALL explained that proposed Section 78 of HB 164 would
prohi bit enployers from giving enployees funds to purchase
i ndi vi dual heal th care pol i ci es. She recal |l ed somne
circunstances in which enployers decided not to have a group
policy. The effect of this is to circunvent the DAO's snall
group | aws. The small group laws guarantee an individual can
obtain insurance. When a person with a preexisting condition
really needs insurance and the enployer drops the group policy,
t he individual cannot purchase insurance except for high-risk
pool insurance. She highlighted that the high-risk insurance in
prohi bitively expensive. This provision would ensure that the
small group laws are followed and are not being circunvented.
She comented that when this has occurred the insurance
conpani es have worked with the DO to resolve the matter. She
di scovered about three instances in the past 12 nonths.

REPRESENTATI VE SEATON asked for the breadth of this issue. He
related his understanding that small enployer have not provided
i nsurance. He recalled sone enployers provided vouchers for the
health fair, which basically anmobunts to a cash contribution. He
asked whet her that woul d be prohibited.
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M5. HALL answered no. She explained that activity is not a
heal th insurance product. She characterized the vouchers as a
cost managenent technique but is not insurance.

4:25:35 PM

M5. HALL referred to the tab in nmenbers' binders |labeled "Title,
Records & Qther Provisions.”" She related that these provisions
provi de adm nistrative changes such as providing the director
authority when a title insurance conpany becones insolvent,
control of the insurance conpanies' deposits, and the ability to
pay clainms from them custodial agreenments, and the ability to
obtain basic information such as electronic e-mail addresses
from appl i cants.

M5. HALL then referred to the tab in nmenbers' binders |abeled
"I nsol vency. " Again, this updates official conmunications can
be conducted via e-mmil. She turned to proposed Section 86,
which provides the primary enphasis of this section. Thi s
represents a portion of a bill that had been introduced but was
not under st ood. This proposed change pertains to policies sold
with a very |large deductible, such as $100,000, and are referred

to as a retention. These policies are not covered under
receivership | aws. Thus, if an insurance conpany becones
i nsolvent, the deductible the enployer pays is not addressed in
current AS. This would clarify that the deductible is still an

asset of an estate, but can be paid to the guarantee fund. She
related that once an insurance conpany beconmes insolvent, the
guarantee fund picks up the clains obligation and pays them In
these instances the enployer is responsible for that |[|arge
deductible, but the guarantee fund nust pay the whole claim
The DA wants the guarantee fund to be able to access the funds
the enployer would pay if the insurer were still in business.
The DA is attenpting to address a specific situation that the
i nsol vency statutes do not currently over.

4:28:43 PM

REPRESENTATI VE SEATON asked for clarification. He related a
scenario in which in which soneone becones bankrupt, becones
i nsol vent and asked whether everyone with a policy nust pay the
$100, 000 to the guarantee corporation.

M5. HALL answered no. She explained that the last portion of
that section adds long-termcare to the coverage provided by the
guarantee funds in proposed Section 88. It would increase the

anount of an annuity protected in a guarantee fund. The limt
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today is $100,000 and the proposed change woul d i ncrease the cap
on an annuity to $250 thousand. The guarantee fund supports
this increase. She characterized this as a consuner benefit.

4:30:14 PM

CHAIR OLSON asked whether assessnents would be nade on the
proposed coverage bei ng brought on.

M5. HALL agreed that those would still be assessed. She
referred to the last tab, titled "Financial,"” which she
characterized as relating to mscellaneous provisions. She

related that proposed Section 89, which pertains to the
bi ographical affidavits and the DO's ability to require them
She elaborated that this section pertains to fraternal benefit
soci eti es.

4:30: 55 PM

REPRESENTATI VE SEATON asked for clarification on page 63, line
13, to the $100,000 in present-value annuity benefits in the
aggregat e and whet her that was changed.

M5. HALL answered yes. She explained that this pertains to a
specific government benefit retirement program which is
different than a traditional annuity that an individual would
purchase. She commented that the benefit has not been increased
on governnental annuities.

4:31: 36 PM

M5. HALL referred to proposed Section 90, which allows a self-
insured group, the nultiple enployer welfare association, to
sell short term disability policies. She pointed out that this
group sells health insurance.

M5. HALL related that proposed Sections 91 and 92 relate to
bi ographi cal affidavits.

M5. HALL related that proposed Section 93 would require hospital
and nedical service corporations to conmply with the new rate
requi renents contained in proposed Sections 61 and 73.

M5. HALL reported that the remainder of the bill pertains to
vari ous repeal er provisions and effective dates, she said.

4:32:40 PM
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REPRESENTATI VE SEATON recalled a bill prior |egislature passed
that allowed pooling by nonprofits. He asked whether that is

separate or enconpassed in this bill. He asked whet her anything
in this bill would affect the nonprofit and small business
pool i ng.

M5. HALL answered no, that the pooling is not being addressed in
this bill. She recalled that a program by the United Way was
done through association |anguage. She related that groups of
enpl oyers are pooling in the hopes that the businesses wll
create well ness prograns as a self-insured plan.

4:34:19 PM

REPRESENTATI VE JOHNSON referred to an earlier discussion wth
respect to enployers being prohibited from providing enployees
with cash paynments to purchase their own insurance. He rel ated
a scenario in which he is an enployer who interviews soneone and
advises them they do not carry health insurance but pay their
enpl oyees 20 percent nore than simlar conpanies. He asked
whet her that woul d be prohibited.

M5. HALL answered no. She explained that so long as the
enployer is not giving special stipends for enployers to
specifically buy insurance and just paying a higher wage. The

enployer is not cancelling its current group insurance plan and
provi ding the enpl oyee $200 to purchase his/her own insurance.

4:35:20 PM

M5. HALL offered her belief that HB 164 is a conplex bill. She
expressed her willingness to explain any provisions to nmenbers.

[ HB 164 was hel d over.]

4:36: 28 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:36 p. m
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