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W TNESS REG STER

REPRESENTATI VE SHELLY HUGHES

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of HB 71

KONRAD JACKSQON, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, AK

PCOSI TI ON STATEMENT: I ntroduced HB 175 on behal f of the sponsor.

MARTI N HESTER, Deputy Director

Di vi sion of Insurance

Depart ment of Comrerce, Conmunity and Economi c Devel opnent
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POSI TI ON STATEMENT: Answered questions related to HB 168 and HB
175 and testified that DCCED did not object to either bill.

ANNA LATHAM St af f

Representative Kurt O son
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Juneau, Al aska
PCOSI TI ON STATEMENT: | ntroduced HB 168 on behalf of the sponsor.

JOHN FI ELDI NG Att or ney

St ept oe & Johnson, LLP

Washi ngton, D.C.

POSI TI ON STATEMENT: Testified in support of HB 168.

ACTI ON NARRATI VE

9:01: 43 AM

CHAIR MKE DUNLEAVY called the Senate Labor and Conmerce
Standing Conmttee neeting to order at 9:01 a.m Present at the
call to order were Senators Stedman, d son, Mcciche, and Chair
Dunl eavy.

HB 71- AK REG ONAL ECONOM C ASSI STANCE PROGRAM

9:02: 06 AM

CHAI R DUNLEAVY announced the consideration of HB 71. "An Act
requiring the Departnent of Commerce, Comunity, and Econom c
Devel opnent to file an annual report to the legislature
regarding statewi de and regional econom c devel opment projects

and r egi onal devel opnent or gani zati ons; ext endi ng t he
termnation date of the Alaska regional economc assistance
program and providing for an effective date.” He noted that

this was the second hearing. [CSHB 71(FIN) was before the
comittee.]

9:02: 45 AM
REPRESENTATI VE SHELLY HUGHES, sponsor of HB 71, noted that she
presented the bill yesterday and asked if the commttee wanted

her to review what she stated previously.

SENATOR STEDMAN suggested the sponsor provide a description of
the bill for the listening public.

REPRESENTATI VE HUGHES explained that the Al aska Regiona

Econom ¢ Assi stance (ARDOR) program expires June 30, 2013 and
the bill extends it to July 1, 2016. The bill also adds a new
feature that requires the Departnment of Comrerce, Conmmunity and
Econom ¢ Devel opnent (DCCED) to submit an annual report to the
| egislature. The purpose of the report is to inprove the
accountability of the 12 ARDOR organizations, and ensure that
state funds are properly wused. DCCED wll report on both
statewde and regional projects as well as the financial
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information and strategies of the individual ARDORs. She
explained that the ARDORs were developed on the prem se that
local initiatives with |ocal |eadership are best to understand
regi onal conditions, challenges and opportunities of the region.

SENATOR STEDMAN asked for a discussion of the political boundary
bet ween ARDORS, which are substantially funded by the state, and
political advocacy on statew de issues.

REPRESENTATI VE  HUGHES expl ained that each ARDOR has a
nonparti san board and comunity |eaders are represented. She
wasn't aware of any problem associated with the structure.

SENATOR STEDMAN asked her to follow up on the separation,
because one ARDOR is interested in addressing political matters
on a statewide level. He said he wasn't confortable with a
subsidiary of a state agency being a political advocate. He
added that he would also have a discussion with the finance
chair.

REPRESENTATI VE HUGHES said that in addition to the added
accountability reporting, Legislative Budget and Audit (LB&A)
was authorized to conduct the first ever audit of the ARDOR
program The agency would | ook at that sort of thing. She agreed
that public funds should not be used for political advocacy.

9:08: 25 AM
CHAI R DUNLEAVY cl osed public testinony.

SENATOR M CCI CHE said he had extensive experience with the ARDOR
program and he supported the concept.

CHAI R DUNLEAVY solicited a notion.

9:09: 20 AM

SENATOR M CCICHE noved to report CSHB 71, 28-LS0288\C, from
commttee with individual reconmmendations and attached fiscal
not e(s).

CHAI R DUNLEAVY announced that w thout objection, CSHB 71(L&C)
noved fromthe Senate Labor and Comrerce Standing Commttee.

9:09:44 AM
At ease

HB 175- ELECTRONI C POSTI NG OF | NSURANCE POLI CI ES
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9:11: 15 AM

CHAI R DUNLEAVY announced the consideration of HB 175. "An Act
allow ng, wunder <certain conditions, a property or casualty
insurer to provide policies and endorsenents to an insured by
posting the policies and endorsenents on the insurer's Internet
website." He noted that CSHB 175(L&C) was before the commttee
and that this was the first hearing.

9:11: 50 AM

KONRAD JACKSON, Staff, Representative Kurt O son, explained that
HB 175 would permt insurers to post standard property and
casualty insurance policies and endorsenents on the insurer's
website. Current law in all 50 states requires conpanies to nai
or deliver policies to their custoners. These on-line docunents
woul d contain no personally identifiable information. Consuners
woul d have easy access to those docunents which would nmake it
easy to shop for coverage or file a claim A change from the
original version clarifies that paper contracts will continue to
be avail abl e without an additional fee.

9:14: 09 AM
SENATOR M CCl CHE asked where the bill says there wouldn't be an
addi tional charge for mailing.

MR. JACKSON clarified that the bill doesn't attenpt to change
anyt hing about mailing costs. The intent is to nmake sure there
is no fee to receive a paper copy.

SENATOR STEDMAN asked if Alaska was the first of the 50 states
to do this.

MR. JACKSON replied that all states require the mailing or
delivery of policies, and about 16 states are currently
provi ding an el ectronic option.

9:16: 03 AM
CHAI R DUNLEAVY opened public testinony.

9:16: 32 AM

MARTI N  HESTER, Deputy Director, Division of | nsur ance,
Department of Conmerce, Conmmunity and Econom c Devel opnent
(DCCED), introduced hinself.

SENATOR STEDVMAN asked the departnent's position on the
| egislation and if there had been input fromthe public.
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MR. HESTER affirmed that this legislation has been enacted in
several other states. He explained that it does not renove the
requirenent for the insurer to provide the insured their

decl arations page, which has personal information. The bil
provides an additional nethod of delivery for the insured to
access the policy, although the insured may still request a

paper copy. He relayed that the D vision of Insurance sees no
difficulty with the | anguage proposed in HB 175.

9:18: 13 AM
CHAI R DUNLEAVY stated he would hold HB 175 in commttee and keep
public testinony open.

HB 168- TRAVEL | NSURANCE

9:18: 25 AM

CHAI R DUNLEAVY announced the consideration of HB 168. "An Act
anending the definition of travel insurance for the purpose of
describing a person eligible for a travel insurance |imted
producer license; and authorizing a person selling travel
services to transact the business of travel insurance on behalf
of and under the direction of a person licensed as a travel
insurance limted producer.” He noted that this was the first
heari ng and that CSHB 168(L&C) was before the commttee.

9:19: 05 AM

ANNA LATHAM Staff, Representative Kurt d son, sponsor of HB
168, stated that HB 168 is based on National Council of
| nsurance Legislators (NCOL) nodel legislation that is being
i npl emented nationwide. It has a goal of inproving consuner
protection and creating consistency in travel insurance sales.
Section 1 redefines travel insurance so that the definition is

standardized in all 50 states. She noted that Alaska's
definition was slightly nodified. Section 2 adds a new section
defining travel I nsur ance, and who mmy transact travel

insurance. It allows a person that transacts travel services the
ability to sell those products under the direction of a person
holding a travel insurance limted producer license. It requires
a travel insurance limted |ines producer to naintain a register
of all persons selling insurance on their behalf, and to provide
a training program The bill limts the information that a
person transacting travel insurance may and may not provide to a
custoner. It makes the travel insurance |imted producer liable
for the acts of a person selling travel insurance on their
behal f.
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M5. LATHAM expl ai ned that NCO L devel oped this nodel |egislation
to streamine the process for selling travel insurance on the
Internet or across state lines. The problemis that there are 41

different licensing qualification codes to becone licensed to
sell travel insurance in all 50 states and nany states do not
accept the sane electronic application. As a result, it takes

about six nonths to beconme |icensed. This is burdensone for this
hi gh turnover industry when insurance sales account for just two
percent of travel agents overall revenue.

The NCO L nodel establishes a licensing framework that reflects
the wunique distribution system of travel insurance in the
i ndustry and places the regulatory burden on the insurer who
devel ops and distributes the product. This inproves consuner
protection by requiring clear accountability and notice to the
consuner and regulator regarding who is responsible for the
sale. To date, a version of this nodel |egislation has been
enacted in eight states and is awaiting governor signatures in
two other states. Legislation is pending in 16 other states,
i ncl udi ng Al aska.

M5. LATHAM said the only difference between the original bil
and the conmittee substitute (CS) appears on page 5, line 7. The
phrase "an enpl oyee of the person transacting travel insurance”
was changed to "a person transacting travel insurance" because
the former |acked clarity.

9:23: 08 AM
SENATOR CLSON asked how many peopl e purchase travel insurance.

M5. LATHAM said there are 259 resident and non-resident |icensed
producers within the state, and she could get that information
fromthem

SENATOR OLSON asked if the trend was up, down, or stable.

M5. LATHAM said the trend is toward on-line sales. She estimted
that up to 90 percent of policies are purchased that way.

SENATOR M CCI CHE commented that nost people don't realize that
the option to purchase insurance is avail able whenever a person
purchases a ticket.

9:26:18 AM

MARTI N  HESTER, Deput y Director, Division of | nsur ance,
Department of Conmerce, Conmunity and Econom c Devel opnent
(DCCED), Juneau, AK, introduced hinself.
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SENATOR STEDVMAN asked if the department had received any
conpl ai nts about travel insurance.

MR. HESTER replied he wasn't aware of any. He said this

legislation allows an enployee to sell insurance under their
enployer's limted producer |license, and the Division of
| nsurance has no problens wth the I|anguage. It is nodel

| egi sl ati on.

SENATOR STEDVAN asked if the nodel included reconmmendations for
the training program and how that conports with the division's
regul atory responsibilities.

9:28: 24 AM

MR. HESTER offered to follow up wth information, but his
understanding was that the legislation does not lay out the
training reginmen. It sinply states that the enployer nust
i npl enment a training programfor enployees.

SENATOR STEDMAN requested the information.

9:29: 50 AM

VICE-CHAIR M CCICHE, acting as chair, asked if this was any
different than purchasing travel insurance from an enployee at a
rental car counter

MR. HESTER said that scenario is simlar to what this
| egi sl ation woul d do. H s understanding was that the enployee at
the rental car counter is acting under the authority of the
limted producer license that belongs to the rental car conpany.

SENATOR OLSON asked the admi nistration's position on the bill.

MR. HESTER reiterated that DCCED has no objection to the
| anguage in HB 168.

9:31: 22 AM
VI CE-CHAIR M CCl CHE opened public testinony, and noted it would
remai n open through the next neeting.

9:31:37 AM

JOHN FI ELDI NG, Attorney, Steptoe & Johnson, LLP, stated that his
firm represents U S. Travel Insurance Association (USTIA). He
urged the conmttee to support HB 168, describing it as a step
forward for consuners, regulators and industry players. The
| egislation is good for consuners because it requires enployee
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training and disclosures to the consuners, neither of which is
currently required. Wth regard to the question about training,
he said that sone states have asked the insurers to provide
copies of the training materials to the regulatory departnment to
ensure that the training is sufficiently robust. He suggested
that Alaska mght do that in the future. The legislation is good
for the regulators because it provides a nore streanined
process. It is also good for the industry because it places much
of the regulatory burden on the insurers or internediaries that
devel op and distribute the products. He urged the commttee to
support HB 168.

9:35: 34 AM
SENATOR OLSON asked about the penalties for nonconpliance.

MR. FIELDING said the current authority of the insurance
departnent renmai ns intact.

SENATOR OLSON questioned the need for the |legislation since M.
Hester said there have been no conplaints. He comented that it
appeared to add to bureaucracy.

MR. FIELDING said this |essens the bureaucracy. It streaniines
the process by focusing on the insurers and internediaries that
put the product together and provide it. It's a process his firm
has worked through with other stakeholders as it was debated by
NCOL and other states. They all thought it would be hel pful

| ess burdensone, and nore effective.

SENATOR OLSON asked where training would be hel d.

MR. FIELDING said there is a requirenment for a training program
to be in place, but it doesn't dictate the type of training or
| ocation. The training could take place on-1line.

SENATOR OLSON rmaintained that it was another |[evel of
bureaucracy and quite possibly unnecessary since there have been
no conpl ai nts.

9:39: 23 AM

VICE-CHAIR M CCI CHE noted that Paul Brown with AIG was avail abl e
for questions. Finding no further questions or public testinony,
he stated that he would hold HB 168 in conmttee.

9:40: 03 AM
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There being no further business to cone before the commttee,
Vice-Chair Mcciche adjourned the Senate Labor and Conmerce
Standing Commttee neeting at 9:40 a. m
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