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COW TTEE CALENDAR

SENATE BI LL NO 156

"An Act extending the time period for which the Al aska Railroad
Corporation may |ease land wthout reserving the right to
termnate the | ease.”

- MOVED SB 156 QUT OF COW TTEE

COW TTEE SUBSTI TUTE FOR HOUSE BI LL NO 146( RES)

"An Act authorizing the transfer of land from the State of
Al aska and the Alaska Railroad Corporation to property owners
along the Eielson Spur Line; and providing for an effective
date."

- MOVED CSHB 146(RES) OQUT OF COW TTEE

SENATE BILL NO 157

"An Act allowing an insurer to cancel an insurance policy if
property becones unoccupi ed and the vacancy increases the hazard
i nsured agai nst."

- HEARD & HELD
SENATE BI LL NO 158
"An Act relating to the Real Estate Commi ssion; and providing

for an effective date."

- HEARD & HELD
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PREVI QUS COW TTEE ACTI ON

BILL: SB 156
SHORT TI TLE: ALASKA RAI LROAD LAND LEASES
SPONSOR(s): LABOR & COMMVERCE

01/ 17/ 12 (S) READ THE FIRST TIME - REFERRALS
01/ 17/ 12 (S) L&C, CRA

01/ 24/ 12 (S) L&C AT 1:30 PM BELTZ 105 ( TSBI dg)
01/ 24/ 12 (S) Heard & Hel d

01/ 24/ 12 (S) M NUTE( L&C)

BILL: HB 146

SHORT TI TLE: LAND TRANSFER FROM STATE AND ALASKA RR
SPONSOR('s): REPRESENTATI VE(s) T. W LSON

02/ 09/ 11 (H READ THE FIRST TIME - REFERRALS

02/ 09/ 11 (H) RES, FIN

03/ 21/ 11 (H RES AT 1:00 PM BARNES 124

03/ 21/ 11 (H) Heard & Hel d

03/ 21/ 11 (H) M NUTE( RES)

03/ 28/ 11 (H) RES AT 1:00 PM BARNES 124

03/ 28/ 11 (H) Moved CSHB 146(RES) Qut of Committee

03/ 28/ 11 (H) M NUTE( RES)

03/ 29/ 11 (H) RES RPT CS(RES) 8DP

03/ 29/ 11 (H) DP: GARDNER, FOSTER ~MUNOZ, P.W LSON,
HERRON, DI CK, FEI GE, SEATON

04/ 06/ 11 (H) FIN AT 1:30 PM HOUSE FI NANCE 519

04/ 06/ 11 (H) Moved CSHB 146(FIN) Qut of Committee

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

04/ 07/ 11 (H FIN RPT CS(FIN) NT 10DP 1AM

04/ 07/ 11 (H) DP:  FAIRCLOUGH,  GUTTENBERG  GARA,
JOULE, HAWKER COSTELLO, EDGVON,
DOOGAN,

04/ 07/ 11 (H) STOLTZE, THOVAS

04/ 07/ 11 (H AM T. W LSON

04/ 08/ 11 (H) RLS AT 5:00 PM CAPI TOL 120

04/ 08/ 11 (H) Moved CSHB 146(RES) Qut of Committee

04/ 08/ 11 (H) M NUTE( RLS)

04/ 11/ 11 (H) RLS RPT CS(RES) 1DP 6NR

04/ 11/ 11 (H) DP:  AUSTERMAN

04/ 11/ 11 (H NR. TUCK, GRUENBERG OLSON, CHENAULT,
GATTO, JOHNSON

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

04/ 11/ 11 (H VERSI ON:  CSHB 146( RES)

04/ 12/ 11 (S) READ THE FIRST TIME - REFERRALS

04/ 12/ 11 (S) L&C, FIN
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01/ 24/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
01/ 24/ 12 (S) Heard & Hel d
01/ 24/ 12 (S) M NUTE( L&C)

BILL: SB 157
SHORT TI TLE: CANCEL | NSUR. ON CERTAI N VACANT PROPERTY
SPONSOR(s): LABOR & COMMERCE

01/ 17/ 12 (S) READ THE FIRST TIME - REFERRALS
01/ 17/ 12 (S) L&C, CRA
01/ 26/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

BILL: SB 158
SHORT TITLE: REAL ESTATE SALES LI CENSEES
SPONSOR(s): EGAN

01/ 17/ 12 (S) READ THE FI RST TIME - REFERRALS
01/ 17/ 12 (S) L&C, FIN
01/ 26/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

DANA OVEN

Staff to the Senate Labor and Conmmerce Conmttee
Al aska State Legislature

Juneau, AK

PGSI TI ON STATEMENT: Presented SB 157 and SB 158.

SHERI E PARKER

State Farm | nsurance

Bl oom ngton, Illinois

POSI TI ON STATEMENT: Supported SB 157 and answered questions on
it.

SHELDON W NTERS, | obbyi st
State Farm | nsurance
POSI TI ON STATEMENT: Supported SB 157.

ERRCL CHAMPI ON, Presi dent

Sout heast Board of Realtors and

Director for the Al aska Associ ation of Realtors
Juneau, AK

PCOSI TI ON STATEMENT: Supported SB 158.

ACTI ON NARRATI VE
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1:39: 53 PM

CHAIR DENNI' S EGAN call ed the Senate Labor and Commerce Standing
Commttee neeting to order at 1:39 p.m Present at the call to
order were Senators Paskvan, G essel, Davis, Mnard and Chair
Egan.

SB 156- ALASKA RAI LROAD LAND LEASES

1:41:. 24 PM
CHAIR EGAN announced SB 156 to be the first item up for
consi derati on.

SENATOR PASKVAN noved to report SB 156 from conmttee wth
i ndi vidual recommendations and attached fiscal note if any.
There were no objections and it was so ordered.

HB 146- LAND TRANSFER FROM STATE AND ALASKA RR

1:42:28 PM
CHAIR EGAN announced HB 146 to be the next item up for
consideration [ CSHB 146( RES) was before the commttee].

SENATOR PASKVAN noved to report HB 146 from conmittee wth
i ndi vi dual recommendations and attached fiscal note. There were
no objections and therefore CSHB 146( RES) noved from comm ttee.

SENATOR PASKVAN recogni zed Bonnie Wl stadt in the audience who
had been working hard on this issue for many years.

1: 43: 40 PM
At ease from1l:43 to 1:44 PM

SB 157- CANCEL | NSUR. ON CERTAI N VACANT PROPERTY

1:44:54 PM
CHAI R EGAN announced SB 157 to be up for consideration

SENATOR PASKVAN noved to bring SB 157, version 27-LS0928\B,
before the commttee for di scussion.

CHAI R EGAN obj ected for discussion purposes.

DANA OVEN, staff to the Senate Labor and Commerce Conmitt ee,
sponsor of SB 157, explained that they were approached by a
| ocal insurance agent with what he presented as a problemin the
statutes and SB 157 attenpts to correct that problem It would
all ow insurance conpanies licensed in the State of Alaska to
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cancel insurance on a property which has been abandoned; the
t echni cal term is "unoccupied or vacant." House vacancy
increases the risk that was originally insured.

1:47:14 PM

SENATOR G ESSEL asked what the definition of "unoccupied" is.
Her house could be construed as being unoccupied at tines for
weeks when she is in Juneau.

MR. OVEN replied he understood that it has to be nore than just
sonmeone is not there. It has to nean there is substantial
evidence that people are not going to return; the place has
either begun to be run down in sonme significant way or the
furniture has been noved out, sonething hasn't been attended to
t hat shoul d have been if sonmeone had been there.

SENATOR G ESSEL said that sounds subjective and asked if the
definition was witten sonewhere

MR. ONEN replied he didn't know.

SENATOR MENARD echoed Senator G essel's question. She is a w dow
working in Juneau for 90 days and has people |ooking after her
house, but what if they are called away for an energency and she
wasn't notified. She wanted a clear definition of what
"unoccupi ed" neans and asked what the anobunt of loss the
i nsurance conpany feels has taken place as the result of an
occurrence.

MR. OVEN replied that the industry is looking at if the risk has
increased fromwhat was originally insured; it's not a matter of
a loss they have incurred. If the conpany perceives the risk is
| arger than what the policy originally covered.

SENATOR MENARD wanted to really know why this is needed in
Al aska and that it could be happening because of what is going
on with forecl osures.

MR. OANEN said he received a phone call in last 18 hours from
sormeone who is al so concerned about that sane thing.

SENATOR MENARD asked if they are talking about a primry
resi dence.

MR. OVEN answered that he thought it applied to all property.

SENATOR PASKVAN said it could also apply to conmercial property.
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MR. OVEN agr eed.

1:52: 43 PM

SHERIE PARKER, State Farm Insurance, Bloom ngton, |Illinois,
clarified that SB 157 applies only to policies of personal
insurance; it doesn't apply to commercial properties. She said
it's inportant to renmenber that no one at State Farm wants to
cancel a policy unless they have a legitimate reason. In this
situation they are talking about an increased hazard or risk
that wasn't part of the original risk that was insured.
Oiginally these hones were occupied by owners whose
ci rcunst ances have changed for sone reason, therefore increasing
the insurers' risk. In Alaska there is a one-year policy term
which is typically renewed unless there has been sone change in
the property characteristics. This recomended change is only
related to md-term cancel |l ati on.

She explained that sonetines State Farm feels they need to take
action md-term because sonething about the risk has changed
drastically. As the statute is currently witten they can't take
action. Cains fromthese risks inpact Al askan custoners because
homes that are vacant, unoccupied and uncared for have a higher
propensity for | oss.

1:55: 14 PM
The goal is to clarify language for <carriers and for the
Division of Insurance. The specific l|language for this bill is

found in 12 other states. Mst states are silent on this issue,
and they can md-term cancel wthout it. But 12 states,
i ncludi ng Al aska, need further clarification. If they were to do
a Notice of Cancelation to the insured, that would provide the
owner opportunity to clarify the situation that has led State
Farm to believe the hone is abandoned or is not being cared for
properly and to correct it.

1:57: 01 PM

M5. PARKER said nost carriers work wth their agents to
determine what is occurring at the property in question even
before they would ever send out a cancelation letter. They are
in the business of insuring property, but they don't want to be
required to maintain insurance on a property that has increased
risk of hazard which they didn't anticipate when they first
insured it.

There is no legal definition for "vacant" but an understood
definition in the industry is that vacant would be a property
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that is substantially void of personal property; maybe a broom
or an end table is left behind. An "unoccupied" honme is where
peopl e are not occupying the dwelling, but personal property is
still init; for instance, senators traveling to the capital for
session. It could also nean a seasonal secondary vacation type
of a risk, because those hones during part of the year are
unoccupi ed. However, the concern in the industry really isn't
with those honmes as nuch as it is with the hones that aren't
being cared for. It's not a rash decision. They contact the
agent and find out what is going on first.

1:59: 43 PM
SENATOR DAVIS asked if they want to be able to cancel the
insurance policy why this language is needed. 1Isn't there

anot her way to handle it?

IVS. PARKER replied that +they have a vacancy endorsenent
providing limted coverage for vandalism and breakage of gl ass
that is otherwi se excluded, but it needs to be added by the
custoner. The cases she is addressing are hones that are vacant
because an owner is no longer living on site. So they don't
easily have a custoner to go to ask if they want to add the
vacancy endorsenent; nor would they want to, because that is
meant for a short term period while a custoner is trying to sel
that hone. She said banks notify them when a hone is unoccupied
and they check on their properti es.

SENATOR DAVIS asked if Legislative Legal had a definition for
unoccupi ed.

CHAIR EGAN said Ms. Hall from the D vision of |Insurance was
avai l abl e to answer that shortly.

SENATOR PASKVAN said the sponsor statenent uses "abandoned
property” and bill talks about "un-occupancy or vacancy" and
asked if she would have a problem with changing them to
"abandonnent . "

M5. PARKER replied that they would consider it, but there are
cases when the hone is unoccupied and the owner is not taking
the proper steps to make sure the house maintains heat if they
are in awnter climate or that it is checked on periodically.

SENATOR PASKVAN said he assuned they are dealing with properties

where the owner has paid the premum and he was struggling with
the concept of a fully paid premum that was the deal that was
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struck. Wiy should they allow insurance conpanies to change the
bargain m d-ternf

M5. PARKER replied because when the policy was witten they
expected the customer would not wal k away from the hone and that
it wouldn't be vacant. An endorsenent could be added if the hone
was going to be vacant for a period of tinme. They did enter into
a contract when they wote the policy, but the owner has a
responsibility, too, to maintain their property in a way that
doesn't add nore risk. Sonetinmes they ask a person to replace
their roof because it has reached the age of not being able to
fully protect that house from water danamge. This is a simlar
type of increased risk exposure, but they can't ask the person
to nmove back in if that's not what they are going to do.

SENATOR PASKVAN asked if after the deal was struck if they
suspected fraudulent intent they could retroactively cancel the

policy.
MS. PARKER answered yes.

SENATOR PASKVAN said he was thinking in the context of how
Alaska law looks at insurance contracts as contracts of
adhesion: in other words, a take it or leave it basis, and they
have total control at tinme of contracting for whatever termthat
m ght be. So, he was struggling with carriers wanting to get
greater md-term cancellation rights if the owner wants to keep
a property insured and they aren't fraudulent or haven't
m srepresent ed anyt hi ng.

M5. PARKER replied in many cases the owner has left or they
aren't taking care of the property. Cancelation is already
al l omabl e for physical changes in the insured property that
result in it becom ng uninsurable.

2:08: 21 PM

SENATOR PASKVAN said it sounds like this is arising out of the
col |l apse of the economic system in 2008 and that the banking
industry has insurance requirenents and asked what their view
is.

M5. PARKER replied that hasn't been an issue in the other states
she works wth in the Pacific Northwest and according to
col | eagues working in other parts of the nation. Wen the
nort gagee receives a separate notice as required by the policy
contract with them it doesn't have to state a reason. She
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suspected they would place coverage of their own on that piece
of property.

SENATOR PASKVAN asked if State Farm provides insurance coverage
to banks for foreclosed property.

M5. PARKER replied no. If a customer shared that they were
| eaving their hone, the agent would have a conversation wth
that custoner about their new insurance needs, and their policy
woul d be canceled in the normal course of business. They m ght
not need a homeowner's policy, but they mght need a rental
policy. But here they are talking about the cases where the
custoner has wal ked away and is not caring for the property.

2:11: 58 PM
SENATOR PASKVAN asked how financial institutions protect their
interest without getting notice of cancellation.

M5. PARKER replied that notice happens automatically.

SENATOR PASKVAN asked who would cone in during the process of
foreclosure, if there was no fraud and they just lost their job.
Wwo nakes up the difference in the nortgage that would be
covered by the insurance?

M5. PARKER replied the customer could tell them when they no
| onger have ownership.

2:14: 15 PM

SENATOR MENARD said she has heard tragic stories in the Lower
48, but that is not the case here in Al aska, and she wanted
respect for the person who owns the policy. Wat kind of steps
do they take in notifying a custoner? Do they have to send a
certified letter? Are there three or four different nethods they
are going to try to get a hold of thenf

M5. PARKER answered in any situation where they md-term cance
a policy, they provide 30 days' notice plus nailing time to the
| ast known address and it's certified. Additionally, they send
10 days advance notice to the agent before sending the notice to
the custoner to give them an opportunity to track down and reach
out to that custoner. In addition to that, before any notices
are sent they have contacted the agent to try to discern what
has occurred at that property and what the needs of that
cust oner now are.
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SENATOR MENARD asked how rmuch the vacancy endorsenent costs for
a typical 2500 sq. ft. hone.

M5. PARKER replied State Farm charges $30/year for vandalism or
mal i ci ous m schief and breakage of glass |like a broken w ndow
It's not neant to be for a long tine, although sone vacant hones
are taking longer to sell.

SENATOR MENARD said $30/year doesn’t seem like a |lot of noney.
Instead of changing the law, could they be encouraged to take
out a vacancy endor senent ?

M5. PARKER replied that their risk exposure isn't from the
custonmer who asked for the endorsenent, but from a custoner who
is no longer there. If the home burns down it's covered. Their
i ncreased exposure is |loss from water damage because often water
is not noticed until it is running out the door.

2:20: 42 PM

SHELDON W NTERS, | obbyist, State Farm I|nsurance, said he has
di scussed this issue [SB 157] with the division since 2010. Hone
owner insurance policies in Al aska have a one-year term after
that term insurance conpanies can renew the policy or not.
Virtually every state in the country including Al aska allows for
cancel lation of an insurance policy before that one-year period
if there are legitinate reasons for doing so, and it's called a
m d-term cancel |l ati on. Al aska statute has five reasons; one of
themis if there is a physical change in the insured property
md-termthat results in the property beconi ng uni nsurabl e.

He expl ai ned when soneone purchases a honmeowners product, there
is a risk that is underwitten. It's assunmed in that prem um
that the property wll not be vacant and for the nost part
occupied and taken care of. It doesn't nean that when the owner
goes on a three-week vacation it's viewed as unoccupied. The
thrust of the bill is if after he has paid his premum and
decides he doesn't like his job or the weather and decides to
| eave, there's no heat and the pipes freeze; that's the
increased risk. Vacancy is not defined in statute, but in
Webster's it means "you' re gone."

MR. WNTERS said all insureds pay into a risk pool and it always
depends on the accuracy of the underwiting. Al home owners'
i nsurance premuns are based on that honme being occupied and
being taken care of. Including these losses wll increase the
cost of insurance to everyone. He said, "It's wuniversally
accepted that insurers need to be able to cancel md-termif the

SENATE L&C COW TTEE -10- January 26, 2012



risk changes significantly...and in the case when sonebody
| eaves it vacant, as |'ve talked about, there's no doubt about
it." Vandals are attracted to those pl aces.

2:25:18 PM

He said the definition of vacancy is pretty clear cut; they're
gone and not com ng back. Unoccupied is a little bit different,
because soneone mght |eave a few things but they are basically
gone as well. He didn't want to get into the definition of un-
occupancy because it depends on the honmeowner. It's not the
intent to cancel a legislator's policy, but if they |eave and
turn the heat off and go to Costa Rica, that's the kind of
situation they are talking about. He enphasized that carriers
want to wite that policy for people and the agents want the
business. He would call the owner of a property and find out
what’ s going on, and that would probably pass with underwiting.

SENATOR PASKVAN said if property is truly abandoned he can
appreciate their concern. Sonme standard of outright abandonnent
or permanent un-occupancy or vacancy would help. Certainly if
you're contacting a financial institution and you find out that
an owner is not current wth their nortgage, that tells himthat
they are treating their property in a certain way, but if they
paid their nortgage and their insurance and they just are
tenporarily leaving it vacant, he didn't want to leave it to the
di scretion of their underwiting to rewite the deal that was
initially set.

MR. WNTERS said he thought they were on the same wave |ength
the real concern is vacant abandoned property, and they used
"vacant" because that is what other states have used.

SENATOR d ESSEL asked how they decide and who decides. Do they
drive around and | ook at the properties they insure and peer in
t he wi ndow?

MR. WNTERS replied that the agent drives by a house in a town
i ke Juneau and sees that the driveway isn't plowed and the
lights haven't been on, for instance. Maybe he hasn't paid his
auto insurance - sone sort of red flag.

2:31: 01 PM
SENATOR G ESSEL said she was still not reassured.

CHAIR EGAN said he has owned real property since 1969 and not
once has his agent tried to sell him a vacancy endorsenent. How
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do homeowners know they have to spend an additional fee because
they are tired of shoveling snow and want to go to Pal m Springs?

MR. W NTERS answered that endorsenment is for when you are truly
not occupying the hone; when you go on vacation your honme is not
un- occupi ed.

CHAI R EGAN asked what the $30 covers.

MR. WNTERS replied when the home is unoccupied for three or
four nonths.

VB. PARKER said the endorsenent S good in limted
circunstances: first the hone needs to be vacant, have no
personal property and no one is living there. It just provides
that limted coverage for vandalism or nmalicious mschief and
broken glass. If the honme is vacant wthout the endorsenent
those three things are not covered under the policy contract.
It's not necessary when | egislators are at the capital working.

SENATOR G ESSEL said the definition still feels like it only
refers to vacancy and | eaves the un-occupancy way out there. In
her district she has nultiple "snowbirds" who |eave for six
nmonths and their driveways could |ook unplowed in one day wth
all the snow they get.

MR. W NTERS responded that it's one thing if the snowbird | eaves
for six nonths and shuts everything like the heat down. He
agreed that some subjectivity is involved, but he believed the
consuner wants the flexibility of not having a 30-day
definition.

2:36:40 PM
CHAIR EGAN said abandoned, vacation and unoccupied are terns
that have to be defined, because it's too subjective.

SENATOR MENARD asked who woul d nmake the claimif someone on the
H |l side was gone for six nonths and paid the prem um six nonths
ahead, or if they were out of the country for six nonths.

MR. W NTERS replied maybe they paid a year in advance, but that
premum is based on the hone being occupied. If you go to the
i nsurance agent and say by the way |I'm going to be gone for a
year. ..

SENATOR MENARD asked if it's her burden to let the insurer know.
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MR WNTERS said on the application it's going to be an
"occupied home." If you decide to leave for a year, he didn't
know i f anyone would notice, but the agent could contact you and
ask if the heat is on and that should suffice. But if he can't
get ahold of you and no one is there, a notice of cancellation
woul d be issued.

SENATOR MENARD said she would |ike "abandonnent" instead of
"vacancy."

CHAIR EGAN said he would hold SB 157 and would continue public
testinony at another tine.

SB 158- REAL ESTATE SALES LI CENSEES

2:41: 37 PM
CHAI R EGAN announced SB 158 to be up for consideration

DANA OWEN, staff to the Senate Labor and Conmmerce Comm ttee,
sponsor of SB 158, said industry professionals wanted to achi eve
three things with this bill. First, there are provisions in
statute for appointing a tenporary overseer of a real estate
license in the event that a person can't oversee the business,
but there is one glaring exception. That is if the person is
bei ng puni shed through the legal system for some m sconduct. No
provisions exist for appointing soneone to take over the
busi ness and manage it or close it down. The bill would put in
t hat provi sion.

Second, they wanted to address a provision for assigning
assistants to a licensee. At the tinme it was inserted it was
understood that the assistant would be assigned to the |icensee.
Peopl e have taken that to nmean that the assistant has a |icense
that can go to anybody; in other words that person can work for
mul tiple agents. The intent of the law as he understands it is
to limt it to that one licensee. This bill would restore that
i dea.

Third, currently brokers are not allowed to donate a portion or
all of their commssion to a charity, and they want the ability
to do that. This bill would al so address that.

CHAI R EGAN obj ected for discussion

SENATOR MENARD asked if they would play by the sanme I RS rul es.
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MR. OVEN answer ed yes.

2:44. 47 PM

ERROL CHAMPI QN, President, Southeast Board of Realtors and
Director for the Al aska Association of Realtors, thanked the
chair for introducing SB 158. He said it resolves three areas
identified by nenbers of the Al aska Realtors Association. It
clarifies statute providing the ability for the Al aska Real
Estate Comm ssion (ARAC) to designate a licensee to admnister
closing down a real estate brokerage for nedical reasons or for
violation of the law if one is not available up to the task

State |law presently does not allow the ARAC the flexibility to
assign this inportant task to the appropriate active |icensee

He said this is inportant for the Bush because often no one el se
is in the office except the licensee. Currently, ARAC has to
remove all the transactions and the control of the trust account
perhaps to another city, which is awkward for everyone.

The second issue the bill clarifies is the intent that al
|icensed assistants have to be working for the brokerage where
they are being conpensated. You don't want conpensation to go to
a licensed assistant and then have them work for another broker
because of violation of confidentiality; it's not a good
busi ness practi ce.

Third, this bill will allow a licensee to share a portion of
their commssion with a charity. Technically, only the broker
can di sburse funds out of the trust account.

He summarized that these three changes will help clarify the
intent of the | aw and pronote charitabl e giving.

CHAIR EGAN thanked M. Chanpion for his testinmony and said SB
158 woul d be held for a future neeting.

2:51:39 PM

Finding no further business to cone before the cormmittee, Chair
Egan adjourned the Senate Labor and Commerce Standing Committee
nmeeting at 2:51 p.m
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