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COW TTEE CALENDAR

SENATE BILL NO 115

"An Act defining portable electronics insurance and authori zing
the director of insurance to issue a limted producer |icense to
a person that sells portable electronics insurance."

- MOVED CSSB 115(L&C) OUT OF COMM TTEE

COWM TTEE SUBSTI TUTE FOR HOUSE BILL NO. 24(FIN)
"An Act extending the termnation date of the Regulatory
Comm ssion of Al aska; and providing for an effective date."

- MOVED CSHB 24(FIN) OQUT OF COW TTEE

COWM TTEE SUBSTI TUTE FOR HOUSE BI LL NO 130(L&C)
"An Act relating to nmunicipal building code requirenents for
fire sprinkler systens in certain residential buildings."

- MOVED CSHB 130(L&C) QUT OF COW TTEE

COW TTEE SUBSTI TUTE FOR HOUSE BI LL NO. 164(FIN)

"An Act relating to health care insurance, exenption of certain
insurers, reporting, notice, and record-keeping requirenents for
i nsurers, bi ogr aphi cal af fidavits, qualifications of alien
insurers assumng ceded insurance, risk-based capital for

i nsurers, i nsurance holding conpanies, I i censing, f eder al
requi renents for nonadmtted insurers, surplus lines insurance,
insurance fraud, life insurance policies and annuity contracts,

rate filings by health care insurers, long-term care insurance,
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aut onobil e service corporations, guaranty fund deposits of a
title insurer, joint title plants, fraternal benefit societies,
mul tiple enployer welfare arrangenents, hospital and nedical
service corporations, health maintenance organizations, and
alternate fornms of paynent to policyholders; and providing for
an effective date."

- HEARD & HELD

SENATE BILL NO. 74
"An Act requiring insurance coverage for autism spectrum
di sorders, describing the nmethod for establishing a covered
treatment plan for those disorders, and defining the covered
treatnent for those disorders; and providing for an effective
date."

- SCHEDULED BUT NOT HEARD

CS FOR HOUSE BI LL NO. 155(L&C)

"An Act relating to the applicability of prevailing wage rates
to public construction contracts; and, with regard to public
construction contracts, relating to notifications, bondi ng
notifications, filings, notices, primary contractors, final
paynent s, penal ti es, adverti sed speci fications, required
contract provi si ons, term nations, lists of vi ol ati ng
contractors, and renedies."”

- SCHEDULED BUT NOT HEARD
CS FOR HOUSE BI LL NO 87(L&C)
"An Act relating to civil and crimnal penalties for antitrust
viol ations."
- SCHEDULED BUT NOT HEARD
PREVI QUS COWMM TTEE ACTI ON
BILL: SB 115

SHORT TITLE. PORTABLE ELECTRONI CS | NSURANCE
SPONSOR(s): LABOR & COMVERCE

03/ 25/ 11 (S) READ THE FIRST TIME - REFERRALS
03/ 25/ 11 (S) L&C, FIN

04/ 07/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)
04/ 07/ 11 (S) Heard & Hel d

04/ 07/ 11 (S) M NUTE( L&C)

04/ 12/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)
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BILL: HB 24
SHORT TI TLE: EXTEND REGULATORY COMM OF ALASKA SUNSET
SPONSOR(s): OLSON

01/ 18/ 11 (H PREFI LE RELEASED 1/ 7/ 11

01/ 18/ 11 (H READ THE FIRST TIME - REFERRALS

01/ 18/ 11 (H) L&C, FIN

03/ 16/ 11 (H) L&C AT 3:15 PM BARNES 124

03/ 16/ 11 (H) Moved CSHB 24(L&C) Qut of Committee

03/ 16/ 11 (H) M NUTE( L&C)

03/ 18/ 11 (H) L&C RPT CS(L&C) 7DP

03/ 18/ 11 (H) DP; CHENAULT, THOVPSON, SADDLER,
JOHNSON, HOLMES, M LLER OLSON

03/ 22/ 11 (H FIN AT 1:30 PM HOUSE FI NANCE 519

03/ 22/ 11 (H) Moved CSHB 24(FIN) Qut of Committee

03/ 22/ 11 (H M NUTE( FI N)

03/ 23/ 11 (H FIN RPT CS(FIN) 8DP 2NR

03/ 23/ 11 (H) DP; FAl RCLOUGH, T. W LSON, JOULE,
COSTELLO, EDGMON,  DOOGAN,  STOLTZE,
THOMVAS

03/ 23/ 11 (H) NR. GUTTENBERG, GARA

03/ 28/ 11 (H) TRANSM TTED TO (S)

03/ 28/ 11 (H) VERSI ON:  CSHB 24( FI N)

03/ 30/ 11 (S) READ THE FIRST TIME - REFERRALS

03/ 30/ 11 (S) L&C, FIN

04/ 07/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)

04/ 07/ 11 (S) Heard & Hel d

04/ 07/ 11 (S) M NUTE( L&C)

04/ 12/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)

BILL: HB 130

SHORT TI TLE: RESI DENTI AL SPRI NKLER SYSTEMS

SPONSOR(s): LABOR & COMMERCE

01/ 28/ 11 (H READ THE FI RST TI ME - REFERRALS

01/ 28/ 11 (H CRA, L&C

02/ 08/ 11 (H CRA AT 8: 00 AM BARNES 124

02/ 08/ 11 (H Moved Qut of Conmittee

02/ 08/ 11 (H M NUTE( CRA)

02/ 09/ 11 (H CRA RPT 6DP

02/ 09/ 11 (H DP: AUSTERMAN, CISSNA, DI CK, FOSTER,
GARDNER, MJUNCZ

02/ 14/ 11 (H L&C AT 3:15 PM BARNES 124

02/ 14/ 11 (H Moved CSHB 130(L&C) Qut of Committee

02/ 14/ 11 (H M NUTE( L&C)

02/ 16/ 11 (H L&C RPT CS(L&C) NT 7DP
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02/ 16/ 11 (H DP: THOWSOQN, SADDLER, JOHNSON, HOLMES
SEATON, M LLER, OLSON

03/11/11 (H) TRANSM TTED TO (S)

03/ 11/ 11 (H VERSI ON:  CSHB 130( L&C)

03/ 14/ 11 (S READ THE FI RST Tl ME - REFERRALS

03/ 14/ 11 (S) CRA, L&C

03/ 22/ 11 (S) CRA AT 3:30 PM BELTZ 105 (TSBI dg)

03/ 22/ 11 (S Schedul ed But Not Heard

03/ 29/ 11 (S) CRA AT 3:30 PM BELTZ 105 (TSBI dg)

03/ 29/ 11 (S) Moved CSHB 130(L&C) Qut of Conmittee

03/ 29/ 11 (S) M NUTE( CRA)

03/30/ 11 (S) CRA RPT 3DP 1NR

03/30/ 11 (S) DP: KOOKESH, MENARD, WAGONER

03/30/ 11 (S) NR: OLSON

04/ 07/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)

04/ 07/ 11 (S) Heard & Held

04/ 07/ 11 (S) M NUTE( L&C)

04/ 12/ 11 (S) L&C AT 2: 00 PM BELTZ 105 (TSBI dg)

BILL: HB 164
SHORT TI TLE: | NSURANCE: HEALTH CARE & OTHER
SPONSOR(s): LABOR & COMMVERCE

02/ 18/ 11
02/ 18/ 11
02/ 21/ 11
02/ 21/ 11
02/ 21/ 11
02/ 23/ 11
02/ 23/ 11
02/ 23/ 11
02/ 28/ 11
02/ 28/ 11
03/07/ 11
03/07/ 11
03/07/ 11
03/ 09/ 11
03/ 09/ 11
03/09/ 11
03/09/ 11
03/09/ 11
03/ 22/ 11
03/ 22/ 11
03/ 22/ 11
03/30/ 11
03/30/ 11
04/ 06/ 11
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READ THE FI RST Tl ME - REFERRALS
L&C, FIN

L&C AT 3:15 PM BARNES 124

Heard & Hel d

M NUTE( L&C)

L&C AT 3:15 PM BARNES 124

Heard & Hel d

M NUTE( L&C)

L&C AT 3:15 PM BARNES 124
Schedul ed But Not Heard

L&C AT 3:15 PM BARNES 124

Moved CSHB 164(L&C) Qut of Conmittee
M NUTE( L&C)

L&C RPT CS(L&C) NT 4DP 2NR

DP: THOWSON, HOLMES, M LLER, OLSON
NR: CHENAULT, JOHNSON

L&C AT 3:15 PM BARNES 124

<Bi |l Hearing Cancel ed>

FIN AT 1: 30 PM HOUSE FI NANCE 519
Heard & Hel d

M NUTE( FI N)

FIN AT 1: 30 PM HOUSE FI NANCE 519
Schedul ed But Not Heard

FIN AT 1: 30 PM HOUSE FI NANCE 519
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04/ 06/ 11 (H Moved CSHB 164(FIN) Qut of Conmittee

04/ 06/ 11 (H M NUTE( FI N)

04/ 07/ 11 (H FIN RPT CS(FIN) NT 3DP 6NR 1AM

04/ 07/ 11 (H DP: GARA, HAWKER, DOOGAN

04/ 07/ 11 (H NR: GUTTENBERG, T. W LSON, JOULE,
COSTELLO, EDGVON, STOLTZE

04/ 07/ 11 (H AM  FAl RCLOUGH

04/ 08/ 11 (H TRANSM TTED TO (S)

04/ 08/ 11 (H VERSI ON:  CSHB 164( FI N)

04/ 11/ 11 (S) READ THE FIRST TIME - REFERRALS

04/ 11/ 11 (S) L&C

04/ 12/ 11 (S) L&C AT 2:00 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

REPRESENTATI VE KURT OLSON

State Capitol BIdg.

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Sponsor of HB 24, and chair of the House
Labor and Commerce Committee, sponsor of HB 130 and HB 164.

LI NDA HALL, Director

Di vision of |nsurance

Departnment of Conmerce, Conmunity and Economc Devel opnent
( DCCED)

Juneau, AK

POSI TI ON STATEMENT: Supported HB 164.

JOSHUA KORVER

| nsurance Center

Anchor age, AK

PCSI TI ON STATEMENT: Had concerns with HB 164.

GARY SLEEPER

Denali Al askan Federal Credit Union

POSI Tl ON STATEMENT: Had concerns with section 79 of HB 164.

STEVE STEPHAN, Director

Gover nnent al Rel ati ons

Nati onal Association of Professional Surplus Lines Ofices
POSI TI ON STATEMENT: Had concerns about HB 164.

ACTI ON NARRATI VE

2:08: 03 PM
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CHAIR DENNI' S EGAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 2:08 p.m Senators Paskvan,
G essel, Davis, and Egan were present at the call to order

SB 115- PORTABLE ELECTRONI CS | NSURANCE

2:10: 17 PM

CHAI R EGAN announced SB 115, sponsored by the Senate Labor and
Comrerce Committee, to be up for consideration. He asked his
staff, Dana Omen, to cone forward for questions.

SENATOR MENARD remarked that Asurian had testified on this bil
and it had been well-vetted.

2:10: 22 PM

SENATOR PASKVAN nmoved to report CSSB 115 (L&C), |abeled 27-
LS0609\I from conmmttee wth individual recomendations and
attached fiscal note(s). There were no objections and it was so
or der ed.

2:10: 46 PM
At ease from2:10 to 2:12 PM

HB 24- EXTEND REGULATORY COVWM OF ALASKA SUNSET

2:12:17 PM
CHAI R EGAN announced HB 24 to be up for consideration [CSHB
24(FIN) was before the conmttee].

REPRESENTATI VE KURT OLSON, sponsor of HB 24, said this neasure
woul d extend the Regulatory Conm ssion of Al aska (RCA) one year
to allow them to deal with sone of their outstanding
recommendati ons as per the Legislative Audit.

SENATOR PASKVAN noved to report CSHB 24(FIN), version \B, from
commttee with individual recomendations and attached fiscal
note. There were no objections and it was so ordered.

2:13: 48 PM
At ease from2:13 to 2:15 PM

HB 130- RESI DENTI AL SPRI NKLER SYSTEMS

2:15:16 PM

CHAIR EGAN announced HB 130, sponsored by the House Labor and
Commerce Committee, to be up for consideration [CSHB 130(L&C)
27-LS0332\B was before the conmttee].
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REPRESENTATI VE OLSON, chair of the House Labor and Commerce
Committee, said he had no further comments on this neasure.

SENATOR PASKVAN nmoved to report CSHB (L&C), version \B, from
commttee with individual recomendations and attached fiscal
note. There were no objections and it was so ordered.

2:16: 01 PM
At ease from2:16 to 2:17 PM

HB 164- 1 NSURANCE: HEALTH CARE & OTHER

2:17:30 PM

CHAI R EGAN announced HB 164, sponsored by the House Labor and
Commerce Conmittee, to be up for consideration [CSHB 164(FIN)
was before the conmttee].

REPRESENTATI VE OLSON, chair, House Labor and Commerce Committ ee,
sponsor of HB 164, asked the commttee to allow Linda Hall to
present the bill so they wouldn't be presenting it twice. Then
he would like to comment on the two contentious sections.

2:18: 48 PM

LI NDA HALL, Director, Division of Insurance, Departnent of
Commerce, Comunity and Econom c Devel opnent (DCCED), said the
bill is lengthy and involves a nunber of issues. Seven tabs deal
with a particular piece of change to Alaska's statutes that she
t hought woul d enhance her division's regulatory ability and the
overal | marketplace in Al aska.

She explained that in sections 2 - 21, pages 1-15, the term
"managed care" is changed to "health care". Today the termis
used only in AS 21.07 and it's not consistent with the rest of
their title.

2:20: 53 PM

The actual substantive changes are under the Financial heading
(pages 15-22) and are predomnantly changes to neet national
nodel s to enhance her solvency oversight, what she views is the
primary mssion of her division. Conpanies doing business in
Al aska nust have adequate funds to pay clains, she elaborated
and insurance conpanies are being required to submt
bi ographical affidavits so she knows who is running the
conpani es and to submt el ectronic addr esses to make
comuni cation nore efficient. She said it's fairly standard to
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adopt reinsurance and other kinds of nodel laws across the
country.

M5. HALL said the next tab is "Licensing" and proposes to

streamine their entire agent licensing process. They would no
| onger have individual-in-a-firm |icenses, but J ust an
individual license that is actually nore portable. They are

trying to make sure that the enployee in a firm can take their
license and nove to another firm but that they can operate
under the firm appointnments wth insurance conpanies. She
el aborated that the firms records are considered their records;
the fiduciary accounts are considered the records of the
individual. This leads to the requirenent for an enploynent
contract. She said this type of concept has been discussed for
several years and she believes that agents are supportive of
t hese kinds of changes. It wll streanmline the process for both
agents and her divi sion.

CHAI R EGAN obj ected for questions.

SENATOR PASKVAN asked her to explain the trust accounts and
i censing going to the individual again.

M5. HALL explained that wunder this legislation the individua

enpl oyee in a firmwould have his own license; today it's called
"an individual in a firm" They could | eave enploynent in firmA
and go to firm B. Because the license is no longer tied to that
firm provisions were nmade that the firnms keep the appointnments
with insurance conpanies and the fiduciary accounts. That
individual is allowed to operate under all of those things. The
individual is not being required to maintain extensive records
and have their own appointnments by insurance conpanies, which
woul d add a burden they don't have today.

2:25: 03 PM
SENATOR PASKVAN asked if this pronotes the nobility of the
i ndi vi dual .

MS. HALL responded that's correct.

SENATOR MENARD said so you have State Farm and Mat Valley
Federal Credit Union and she is working in the insurance
di vision at that bank, which has a trust departnent, and Senat or
Paskvan has given her to manage his trust papers. Now she has
decided to |eave that conpany; her license is still good at
State Farm but is she free to nove Senator Paskvan's
information over to State Farn?
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M5. HALL replied that typically the client information would be

addr essed in her enpl oynent contract; general ly, t hat
information is considered to be proprietary and owned by the
firm - in Senator Menard's case the Federal Credit Union. It

becomes a contractual matter, not an insurance regulatory
matter. Her division just sets out certain things that nust be
addressed, the three that she has nentioned. The fiduciary
accounts are short term noney accounts where Senator Paskvan
paid Senator Menard his premum and she put it in an account
that is considered a trust account, but it's not a "trust"” as in
long termtrust, but probably a checking account.

SENATOR MENARD said her late husband's dental records still
belong to Wasilla Palmer Dental Center. If a patient |eaves the
practice, their records still belong to her corporate structure.

M5. HALL said that was correct, but it would be part of the
enpl oynent contract between the firm (ABC).

REPRESENTATI VE OLSON added that he considers hinself to be
know edgeabl e on surplus lines; a nunber of years ago he and Ms.
were surplus lines brokers in Anchorage while at the sanme tine
serving on the Board of the State Surplus Lines Association. He
is currently on the Executive Board of the National Council of
| nsurance Legislators (NCOL). The reason he brings this up is
because NCO L has a different approach that the State of Al aska
is attenpting to pursue of setting up a clearing house run by
industry to collect the surplus lines taxes. He believes the
division would be giving up the right and duty to handl e that
function via the Division of Insurance. Coincidentally the nodel

they are wusing for that 1is from an organization called
"Interstate Insurance Product Review Commttee"” and it consists
of eight state regulators such as M. Hall. That organization

has nothing to do with the collection of taxes; they review
life, health and long term care policies so a standard form can
be used for the whole country to provide for people noving
around. It has no bearing on taxes and he didn't know why that
is being used as a nodel.

2:31: 34 PM
SENATOR PASKVAN asked what Al aska gains or loses when it can't
regulate a nonadmitted insurer (it says Alaska will not be able

to tax or regulate under the surplus lines) conpared to what
happens now.
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M5. HALL answered that she wasn't sure what he was referring to,
but the division is not giving up control of regulating surplus
lines insurers. Today the departnment has a different regulatory
authority ability over surplus lines insurers who don't file for
certificate of authority. They are nerely listed on a "white
list" and authorized to do business here. They don't undergo the
same financial scrutiny; they don't file their forns and rates
for approval.

She stated that this bill does not change the division's
regul atory authority. One of the two things it does change is a
portion of state law to nmeet a federal law that specifically
preenpts state law, and that is effective in July 2011. Instead
of collecting taxes on these particular types of accounts the
way it is done today, it would mandate that the division adopt a
definition of "hone state,” which is a principle place of
busi ness, and then collect 100 percent of the hone state tax
instead of just the piece they collect today (part of the
federal law). And it also prohibits a state from having its
surplus lines agent follow laws of a state unless they are the
home state. So, they don't have to follow |laws of five different
states for the sanme actual policy placenent.

She recapped that they are asking first to bring Al aska statute
into conpliance with the federal |aw. Second, there are two ways
to proceed after that is changed. The division wll still
collect taxes; today she collects approximately $50 mllion in
premum tax today. Wat this piece of HB 164 does is they
collect approximately $3.5 mllion in taxes on surplus |ines
coverage. It really only changes the way they tax accounts
(policies) that cover things in multiple states, probably a very
small portion of +the surplus lines (maybe a half mllion
dollars). It wll change how it is collected and whether or not
the division allocates it back to the state where it properly
bel ongs, because that is where the risk is. The National
Associ ation of Insurance Comm ssioners (NAIC), through the state
regul ators, have voted on a sinple clearing house to do that and
that is why this section has the authority for the director to
join in an agreenent that can collect and allocate out to the
states where the risk belongs. It doesn't change the anount they
are taxed; it doesn't change the tax on an Al askan account, but
it does collect differently and allocate differently than what
is done today. She said the other way to do that is through a
much nore conplex formalized conpact that Representative O son
j ust addressed.
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SENATOR PASKVAN asked if the regulator process for nonadmtted
insurers renai ns the sane.

M5. HALL replied yes.

2:36: 23 PM

She went on to the "Mscellaneous” tab on page 37; there she
poi nted out a new consumer protection in section 59 that would
require an insurer to provide a notice to the covered individual
45 days before the date of cancellation. Today there is no
requi rement for that.

She said section 60 would nake no sense to them on the surface,
because it's a bunch of nunbers and letters. So, she described
what it did. This section deals with fraud and the insurance
code and the crimnal code. Under the current insurance code the
Division of Insurance has the authority to bring crimnal
charges. The division has a part tinme dedicated prosecutor and
fraud investigators who are |aw enforcenent people. This renoves
one piece fromthe crimnal code and nakes it a Class B felony
in the insurance code instead. The |anguage actually says:
"Knowi ngly issues a forged certificate of insurance or other
docunent relating to insurance.”

M5. HALL explained that the crimnal code requires intent to
defraud insurance <code and prosecutes felonies. This s
critically inportant to them because they had an incident about
a year ago when an individual issued certificates of insurance,
but did not collect noney and never placed the coverage. The
first time she heard this, the division had a conplaint from an
i ndi vidual who owned two tour buses and had a certificate of
i nsurance showing that he had coverage, but his two tour buses
were out on the road full of tourists and he had no insurance.

Right now the division has no ability to crimnally prosecute
this individual because he didn't collect any noney. She said
they have jail sentences for agents who collect noney and use it
for their own purposes and don't place coverage. But this is a
case where there is no noney involved, and that needs to be
changed so that issuing fal se docunents becomes an of f ense.

SENATOR PASKVAN asked how the person found out he wasn't
covered.

M5. HALL answered that he didn't get a bill and finally called

the insurance conpany that had supposedly issued the certificate
to ask about his coverage and found it didn't exist. Utimately,
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she sent a team to the particular Southeast town to go through
files; they found several instances of false certificates being
issued and to the best of their know edge they found them al
and there was never an unpaid claim

2:40: 21 PM
SENATOR MENARD asked if she had vetted this with the Departnent
of Law (DOL) and if had been reviewed in the Judiciary
Comm ttee.

M5. HALL replied yes; this has been carefully vetted through the
department, her <crimnal prosecutor and through Legislative
Legal Services and she hadn't had any push back on it. No, it
hasn't been through the Judiciary Conmtt ee.

She said the |last section under "M scellaneous” is new and it is
also a new concept in Alaska. It would give the D vision of
| nsurance oversight of premum rates charged for individual
heal th insurance plans today. Now they only have prior review of
rates before they are used for Prenera Insurance. Wiile they are
the largest of the state's health insurers with about 73 percent
of the market, rating standards are wused for the other 27
percent of the narket. |If she gets a conplaint, they are
entitled to look at the conpany's actuarial justification, but
they don't have an opportunity to review it before it's used

The same provision is used later in the bill for group health
i nsurance revi ew.

2:43: 13 PM

M5. HALL said the long term care section goes from page 39 to
48. The current long term care statutes are 20 years old and
don't reflect the products that are sold today. Here they seek
to adopt the NAIC nodel and to have approval of long term care
rates, which they don't have today. A nunber of consuner
protections are in this section: section 68 says, for instance,
if you return your policy within 30 days of purchase you can
have a refund. Conpanies are also required to give you a clear
outline of coverage; they are required to give you witten
reason for a claimdenial

It also changes sonme provisions for benefits if you drop your
coverage after paying for it for a nunber of years, because
maybe you couldn't afford the rate increases. Today you |ose
t hat coverage, but under this bill the insurer would be required
to provide sone benefit. It's called "nonforfeiture" - getting
sonmet hing for noney put in over the years.
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SENATOR PASKVAN asked what that sonething m ght be.

M5. HALL replied that that is left fairly open; it could be a
much snmaller but paid up benefit - so you haven't just |ost
everything. A couple of years ago, a conpany had dramatic rate
i ncreases; people just couldn't afford them anynore and
forfeited the noney they had put in it.

SENATOR PASKVAN asked if it could be simlar to the cash val ue
of a whole life policy.

M5. HALL answered yes.
SENATOR MENARD asked why she didn't specifically state that.

M5. HALL replied that an individual doesn't have to buy the
benefit; the insurer may offer a nonforfeiture benefit in the
form of a rider to the policy. Language on page 44, l|line 14
says:

If a policyholder declines the nonforfeiture benefit,
the insurer shall provide a contingent benefit upon
| apse that is available for a specified period of tine
following a substantial increase in prem umrates.

She explained that the <change is adopted an in statute,
addi tional detail would be provided in regul ations.

SENATOR MENARD sai d she wanted sonme assurance that when Ms. Hal
is gone, that there would be enough specifics for soneone else
to foll ow

M5. HALL answered that the |anguage has enough specificity to
adopt the regulations that go through the public hearing process
and it is difficult to manipulate that process.

SENATOR MENARD said she was sonewhat unconfortable going down
this path, but would rely on the wi sdomof the commttee.

SENATOR PASKVAN asked if there could be some annual disclosure
in, maybe, the prem um notice of what the accunulated forfeiture
m ght be.

2:50: 21 PM
M5. HALL said that not all long term care policies would have
this benefit; it would be offered as a rider. A person could

choose to purchase a policy without it, but she assunmes that
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there would be a charge for that benefit. But a disclosure nakes
sense.

2:50: 51 PM

She left the long termcare issue and went to section 77 on page
49, the filing and approval of group insurance rates that would
be the sane as she discussed for the individual rates.

The only other section that she wanted to comment on was section
79. She explained that about a year and a half ago the division
got a consunmer conplaint from a woman who had been term nated
from enpl oyment and sought to get COBRA benefits. She was told
she could not get them because the enployer did not have group
health insurance any longer. She had a friend who still worked
at this place of enploynment and she still had health insurance.
What had occurred was a group health policy had been term nated
and instead the enployer was helping the enployees purchase
i ndi vidual policies. But, any time the enployer puts noney into
a single plan, it beconmes a group plan. Al aska statutes provide
a nunber of protections for group plans. Anong those, and
probably the nobst inportant, is the guarantee issue. If you are
a small enployer with 2 to 50 enployees, you can buy coverage
for your group even if you have an enployee with sonme type of a
heal th condition.

She explained that individual policies are underwitten for
health conditions and include charges for them |In a group
mar ket, those charges for health conditions are limted. Wat
she saw happening was a circunmvention of the group health |aw
protections. So, they have proposed | anguage, but she said it is
clearly a policy call, indicating in (a) on page 50, line 6,

that a person may not sell, solicit or negotiate an individua

health care policy to an enployee or an insurer may not issue.
In (b) sonme conditions are provided saying that you could do
that (line 14) "if the enployee is not an eligible enployee”
meani ng those who would not normally fall under the definition
of "group"” Ilike part tinme or seasonal enployees. The enployer
could contribute to an individual health policy.

However, Ms. Hall said, (2) on line 16 is a disincentive because
you could not <cancel a group policy and offer individual
policies if your plan has been without a waiting period of six
months. Ms. Hall said it is critically inportant that the
ability to keep group coverage continue because of the
protections in small group law. This proposed six-nonth waiting
period protects enployees with health conditions and the only
other choice for them would be a high risk pool - and it
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protects premiuns with a limt for increases. The other thing it
does is put individual enployees who don't have a health
condition for that six nonths at risk. The individual can buy
i nsurance or supplenental insurance with their own noney, but
the enployer cannot contribute to an individual plan for at
| east six nmonths after the dropping group coverage.

She said the enployer can do things like investigate higher
deductibles or do HSAs and help fund those deductibles. They
could negotiate a different Ilevel of payment wth their
i nsurance conpany where instead of paying 80 percent of your
health insurance today, they only pay 50 percent. So, when
prem uns get unaffordable, which they are today, there are other
avenues an enployer can explore and they propose that there be
sorme kind of a disincentive for canceling that policy.

2:56:16 PM

SENATOR MENARD said that COBRA is federal and it applies for 18
nonths after a person is termnated and it's very expensive. Do
t he individual polices have the COBRA option?

M5. HALL replied that she believed so.

CHAIR EGAN asked if there is a concern that this piece of
| egi sl ation passes the |egislature this session.

M5. HALL answered that not necessarily for the surplus lines
pi ece and the nechanisns used to collect and allocate taxes, but
the conformance with federal |law goes into effect on July 2011.
It's inportant to bring state statutes in conformance wth that
or the division stands to lose its ability to collect prem um
taxes in the way that is nmandated by the federal |aw on July 21,
2011.

CHAIR EGAN informed the conmittee that this legislation had no
further referrals.

SENATOR DAVIS asked how many states have already net the
requi renment.

VB. HALL answered that sonme type of legislation is in
approximately 40 states; about 5 have legislation just to neet
the federal mandate; about 20 states have passed and 3 have put
in place this type of mechanism Approximtely 10 have proposed
the other type of conpact; 2 have actually signed those into
statute. About 5 states have both versions in their |egislature
and she wasn't sure what they were doing. She pointed out that
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some states don't neet every year, so about 10 states may not be
doi ng anyt hi ng.

2:59:17 PM
SENATOR PASKVAN asked what is attributable to the surplus |ines.

M5. HALL replied that $3.5 million is surplus lines and it's
really a rough estimte based on review ng forns.

REPRESENTATI VE OLSON said he thought about 21 states are going
inthis bill's direction.

3:00: 24 PM

JOSHUA KORVER, Insurance Center, Anchorage, said they are a
| ocal Managi ng General Agents' Ofice (M3), which puts themin
t he whol esale spot within the stream of getting people insurance
coverage. He raised two issues on HB 164; one deals wth
licensing. He knows that they are trying to neet national
standards with this legislation and his concern is that the goal
of being able to have a license that goes with a person from one
office to another, while |audable, mght not be nost efficiently
acconplished with the nmechanism of an enploynent contract and
its cost mght be difficult for sone people.

He said that enploynent |aw controls enploynent contracts and
it's fairly specific on what a contract needs. It has to have a
term responsibilities, benefits, reasons for termnation and a
di spute resolution processes. A lot of the independent agents in
Alaska are going to have to hire attorneys to put these
agreenments together and that will require a significant upfront
cost which smaller agents mght not be able to afford. A person
has to work the term of their contract so he didn't know how it
could be that nore nobile.

Usi ng enpl oynent contracts noves you from an at-will enploynent
scenario to an enploynent contract scenario and M. Korver said
“"You can't use the handbook anynore; you've got to have
everything spelled out in a person's enploynent contract.” This
seens to go against the goal, which is to allow people to be
nore nobile. One of the big things about enploynent contracts is
term and the reasons for term nation. A person under enploynment
contract can't just pack up and |eave; they have to work the
term of the contract. So, again, he didn't see how it nakes one
nore nobil e.

MR. KORVER said enploynent contracts nust specify lines and
classes of authority and "authority" is a term of art in
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insurance; it is something that is usually granted by a carrier
and their ability to wite. An authority can be at the class
level, but it's inpossible to list those. A general liability
policy can have hundreds of classes and to be able to list out
for a particular individual based on all the carriers that you
may have an affiliation with as an individual insurance office
is an exercise in "absolute futility" because it's too nuch to
keep track of. He has never heard of enploynent contracts being
| egi sl atively mandat ed.

3:06: 00 PM

MR. KORVER said his second issue concerns the surplus lines
allocation nethod. He knows there is a deadline to do 100
percent taxation on the premum but a lot of industry people
di sagree that this approach is the best nethod to go with. A
better way to go is the conpact nethod, which even though it's
conplex in its legislation, is easy in its inplenentation. He
concluded by asking them to not nove this forward too quickly
wi t hout | ooking at what the rest of the country is doing.

3:08: 09 PM

GARY SLEEPER, Denali Al askan Federal Credit Union, said his
testimony will deal with section 79 of HB 164 that deals wth
the sale of individual health insurance policies to the group
market. In general, section 79 would do two things - first it
woul d prohibit an insurance agent from selling an individual
health insurance policy to an enployee if the enployee's
enpl oyer offers a group plan. It wuld also prohibit an
i nsurance conpany from issuing an individual health insurance
policy to an enpl oyee whose enpl oyer offers a group plan. Denal
Al aska opposes passage of section 79, because it believes this
section limts both an enployee's and an enployer's choice of
heal th insurance coverage. Under section 79, if an enployee is
covered under a group policy but wants to purchase an individual
health insurance policy even if the enployee has opted out of
the group policy, the enployee can't do this. That is because
even though the enployee may want the coverage, section 79
prohibits an insurance conpany from issuing a policy if the
enpl oyer offers a group plan.

He said that section 79 is so broadly drafted that it would
prohi bit an insurance agent from even discussing the nerits of
individual policies with an enployee or an enployer. Denali
bel i eves that Al askans should be allowed to freely choose which
type of health insurance coverage they want and section 79
doesn't give themthat choice.
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MR. SLEEPER said even if they were to support the policy of
section 79, they believe the statute may have been drafted in
such a way as to create an unintended consequence. It appears
under certain circunstances the statute would prevent an
i ndi vidual from having any health insurance coverage whatsoever
for what could be an extended period of tine.

He explained that section 79 contains an absolute ban against
marketing an individual I nsurance policy or issuing an
i ndi vidual health insurance policy to an enployee if the
enpl oyer offers a group plan. As the director pointed out there
are only two exceptions to this ban. The first allows the
mar keting or sale of an individual insurance policy to a part-
time enployee. The second allows the marketing or sale of an
i ndi vidual policy to enployees, but only so long as the enpl oyer
does not offer a group plan and has not offered a group plan in
the last six nonths. This is where the problem arises. Sonetines
enpl oyers have no choice but to cancel their group health
i nsurance pl ans because they can't afford them

Hi s concern was that under the |anguage of the proposed statute,
if an enployer voluntarily termnates its group plan, enployees
may not be able to purchase their own health insurance for at
least six nonths. This is because the statute prohibits an
i nsurance conpany from issuing a policy even if the enployee
asks for one unless the enployer hasn't offered group insurance
for at least six nonths. So, a person may be left with no health
i nsurance coverage whatsoever for a substantial period of tine
even if the person wants to buy his own policy.

He remarked that the director said the statute wouldn't preclude
an individual from purchasing their own policy, just that the
enpl oyer could not nmake any contribution towards that. But he
didn't see the |anguage that would allow that to happen. He said
a person with a health issue mght have no insurance for six
nmonths and it could be even worse if there was a waiting period
for the person to get his own coverage.

3:12: 44 PM

SENATOR PASKVAN said he understood the purpose of section 79 to
be that as long as the enployer continues with group coverage,
then the fornmer enployee would obtain coverage under COBRA. Does
t hat make sense?

MR. SLEEPER replied that section 79 deals nore with current

enpl oyees. I|f the enployer has a group plan in place when the
enpl oyee termnates and if they are subject to COBRA (you need
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20 or nore enployees to be subject to COBRA), then the
term nated enployee would be able to get insurance coverage for
18 nonths. Section 79 deals wth current enployees of an
enployer. It says an insurance conpany cannot sinply issue an
i ndi vidual health policy to an enployee if the enployer offers
group coverage. One of the points they are making is that
sonetimes there may be benefits to individual policies as
opposed to group policies. They are portable, for exanple, or
you may be working for an enployer who offers group coverage,
but it may have a huge deductible and huge co-paynent and they
want to buy their own because they could take the policy wth
when they leave. You can't do that if you're part of a group
policy and don't have COBRA right; if you |eave you |ose your
cover age.

The way the statute is drafted, it sinply says the agent can't
even talk to the enployee or the enployer about i ndividual
policies because it says you can't sell, solicit or negotiate
and then it goes on to say that an insurance conpany cannot
issue a policy. So it conpletely precludes individual enployees
from purchasing their policies if their enployer offers a group
policy. The problem is conmpounded because if the enployer were
to terminate their group coverage on January 1, the individual
enpl oyees of that enployer cannot purchase individual policies
for six nonths, because the insurance conpanies are precluded by
this statute fromissuing the policy.

3:15:48 PM

STEVE  STEPHAN, Di rector, Gover nnent al Rel at i ons, Nat i onal
Association of Professional Surplus Lines Ofices, said he
wanted to address a clause in the surplus lines bill that
aut horizes the conm ssioner to enter into a conpact or agreenent
for the allocation of taxes. H's first point is that nothing is

mandated in the federal bill regarding the allocation of taxes
and nothing has to happen today. The exact |anguage in the
federal bill says that the states "may" enter into a conpact or

agreenent to allocate anmobng the states the prem um taxes. The
word "may" was inserted intentionally after a neeting in
Washi ngton where they discussed whether it would be mandatory or
voluntary and they decided to nake it a voluntary tax sharing
arrangenent if the states decided they wanted to share taxes.

MR. STEPHAN said he didn't think they had enough facts to make a
deci sion today. They don't know if the state would nmake noney on
surplus lines taxes or |ose noney; Al aska would be required to
send sone of that noney to the other states. He had not seen an
estimate of how much that would be. The other issue with this
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nodel is that taxes will have to be raised on sonme Al aska policy
hol ders and the whole idea of that agreenent is that you wl
charge the tax rate on the |ocation based on sone other criteria
such as sales. So, if an Alaskan corporation had sales in
Florida or M ssissippi or Al abama, you would need to charge much
hi gher tax rates, which are frequently in the 10 percent range.
So, an Al askan policy holder would be charged a higher rate for
t he purpose of sending that noney to those other states. Those
clearly are legislative issues and he thought those decisions by
were being delegated to the director of revenue. He said another
clause would also inpose a surcharge on policy holders, but
agai n, that surcharge is not specified.

3:20: 20 PM
CHAI R EGAN found no nore conments and cl osed public testinony.

V. HALL commented that she really thinks there is a
msinterpretation of what is called the NEMA proposal, which
this is, that it is nore conplex and burdensone. There woul dn't
be an increase on Al askan policy holders. The taxes that they
woul d pay are the sane taxes they pay today, and besides that,
she wouldn't likely propose something that increases taxes on
Al askans.

The allocation nmethod is not specified in statute, but that
would be done by regulations and it is wunder discussion by
regulators and industry today. She is the vice chair of the
Nat i onal Association of Insurance Comm ssioner's Surplus Lines
Task Force and is highly involved on a national |evel on this
i ssue. As she said earlier, 20 plus states are pursuing the sane
pat h.

SENATOR DAVI S asked her to comment specifically on M. Sleeper's
comment s about section 79.

M5. HALL said she actually | ooked at the | anguage and they fully
believe that it would allow an individual to buy an individual
policy with their own noney, not with an enployer's noney. They
certainly don't want to preclude an individual from buying a
policy with their own noney.

SENATOR PASKVAN said the first wtness talked about the
i ncreased cost between the enployer and enpl oyee and he asked if
t hat was accurate.

M5. HALL replied that had been taken out of context. They are
proposing a contract, but not an enploynent contract that would
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di srupt any at-will enploynment or for a particular period of
time; it's a contract that would allow certain things to happen
She worked with the Agents Association on this and they support
this bill. They think this language is a good thing for themto
have; it's good business practice and this is the first
criticismshe has heard.

SENATOR PASKVAN said he was wondering if he was mssing
sonet hi ng.

M5. HALL responded that she didn't believe so.

REPRESENTATI VE OLSON commented that he has participated in the
Nati onal Conference of Insurance Legislators (NCOL) for the
last five years and it is one of the nost professiona
organi zations he has participated in. Wien you are talking with
all the states, trust territories, and Wshington, industry
peopl e and consuner groups, it takes three to five years to
develop a nodel law, it gets thoroughly vetted. This one has
been around for one year and sone people don't have all the
information. He thought the <collection authority on surplus
lines taxes should stay with the state.

3:25:50 PM

CHAIR EGAN said HB 164 would be held for the next neeting.
Finding no further business to cone before the comrttee, he
adj ourned the neeting at 3:26 p. m
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