ALASKA STATE LEG SLATURE
HOUSE LABOR AND COVMERCE STANDI NG COW TTEE
March 28, 2016
3:16 p. m

VEMBERS PRESENT

Representative Kurt O son, Chair
Represent ati ve Shel |l ey Hughes, Vice Chair
Representative Ji m Col ver

Representative Gabrielle LeDoux
Representative Cathy Tilton
Represent ati ve Andy Josephson
Representative Sam Kito

VEMBERS ABSENT
Representative M ke Chenault (alternate)
COW TTEE CALENDAR

HOUSE BI LL NO. 308

“"An Act relating to the limtation of Iliability for the
i nspection, installation, or adjustnment of a child safety seat
or in providing -education regarding the installation or

adj ustment of a child safety seat.”
- MOVED HB 308 QUT OF COW TTEE
HOUSE Bl LL NO. 372

"An Act relating to insurance; relating to expenses for
i nsurance exam nations; relating to regulations for insurance

utilization revi ew, benefits det erm nati on, heal th care
i nsurance grievance resol ution procedures, independent review of
adver se det er m nati ons or final adver se det erm nati ons,

i ndependent review organizations, and continuing education
providers; relating to required provisions for health care
i nsurance contracts and policies, including health care provider
choi ce; establishing civil penalties for insurers for failure to
provi de requested records; anending the definition of 'wet
marine and transportation' insurance; anending provisions on
limted licenses to include crop insurance; relating to third-
party admnistrator notification requirenents; relating to
certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of variable life insurance
policies and variable annuities; establishing limtations on
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i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; amending the definition of
‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donmestic insurer; establishing a
definition of 'bona fide association'; relating to requirenents
and penalties for commtting a fraudulent or crimnal insurance
act; updating criteria for examnations; relating to rate filing
devi ations; establishing civil penalties for certain wlful
vi ol ations; and providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO. 214

"An Act repealing the Wrkers' Conpensation Appeals Comr ssion

relating to decisions and orders of the Al aska Wrkers'
Conpensation Board; relating to superior court jurisdiction over
appeals from Al aska Wrkers' Conpensation Board decisions and
orders; repealing Rules 201.1, 401.1, and 501.1, Al aska Rul es of
Appel l ate Procedure, and anending Rules 202(a), 204(a) - (c),
210(e), 508(g), 601(b), 602, and 603, Alaska Rules of Appellate
Procedure; and providing for an effective date."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: HB 308

SHORT TITLE: CHI LD SAFETY SEAT | NSTALLATI ON LI ABI LI TY
SPONSOR('s): REPRESENTATI VE(s) M LLETT

02/ 12/ 16 (H) READ THE FIRST TIME - REFERRALS
02/ 12/ 16 (H) L&C, JUD
03/ 28/ 16 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 372
SHORT TI TLE: OWNI BUS | NSURANCE
SPONSOR(s): LABOR & COMMERCE

03/ 21/ 16 (H) READ THE FIRST TIME - REFERRALS
03/ 21/ 16 (H) L&C
03/ 28/ 16 (H) L&C AT 3:15 PM BARNES 124

W TNESS REG STER

REPRESENTATI VE CHARI SSE M LLETT
Al aska State Legislature
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Juneau, Al aska
PCOSI TI ON STATEMENT:  Speaki ng as the sponsor, introduced HB 308.

LI NDSEY WHI TT, Staff

Representative Charisse Ml lett

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: On behalf of Representative Mllett,
sponsor, provided a sectional analysis for HB 308.

JANE FELLMAN, Regi stered Nurse

Central Peninsula Hospital

Coordi nator, Kenai Peninsula Safe Kids Coalition
Sol dot na, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 308.

DON ETHERI DGE, Spokesperson

AFL-CI O

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 308.

CLI NTON POVNELL, Seni or Captain

Anchorage Fire Departnent

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in favor of HB 308.

SARA PENI STEN, Regi stered Nurse

Provi dence Al aska Medi cal Center

State Coordi nator, Safe Kids Al aska Coalition

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
308, and stated support for the bill.

ANTHONY GREEN, Director of Public Policy

Saf e Kids Worl dw de

Washi ngton, District of Col unbia

POSI TI ON STATEMENT: Answered a question during the hearing on
HB 308, and stated support for the bill.

CORLI S TAYLOR, Director

Educati on Depart nment

Fai r banks Menori al Hospital

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in favor of HB 308.

LORI W NG HElI ER, Director
Di vi sion of | nsurance
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Anchorage O fice

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Juneau, Al aska

PCOSI TI ON STATEMENT: I ntroduced HB 372 and provided a sectiona
anal ysi s.

ACTI ON NARRATI VE
3:16: 51 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives O sen

LeDoux, Kito, Josephson, Hughes, and Tilton were present at the
call to order. Representative Colver arrived as the neeting was
i n progress.

HB 308- CH LD SAFETY SEAT | NSTALLATI ON LI ABI LI TY

3:17: 01 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 308, "An Act relating to the Ilimtation of
liability for the inspection, installation, or adjustnent of a
child safety seat or in providing education regarding the
installation or adjustnment of a child safety seat."”

3:17:27 PM

REPRESENTATI VE CHARISSE M LLETT, Alaska State Legislature

speaking as the sponsor of HB 308, informed the commttee the
bill limts the liability of those who volunteer to properly
install child safety car seats for parents. She relayed that
car seats for infants and toddlers have been shown to save |ives
and reduce injuries in the case of an accident. At this tine,
those who inspect child safety seats as part of their job at a
fire station or a hospital, have limted liability; in a simlar
manner, HB 308 would limt the liability for child passenger
safety technicians who volunteer to do so at conmunity
gat herings, for exanple, in rural Al aska. Representative M| et
said technicians conplete hours of training and keep kids safe
and their parents confortable by correctly installing car seats.
She concluded that the bill advocates for safety seat use and
protects technicians fromthe fear of being sued.

3:21:13 PM
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LINDSEY WHI TT, Staff to Representative MIllett, Alaska State
Legi sl ature, sponsor of HB 308, paraphrased from the follow ng
sectional analysis [original punctuation provided]:

Section 1:

Provides that the following are not civilly liable in
the case of an act or omssion that occurs in the

i nspection, installation, or adjustnment of a child
safety seat or in providing education regarding the
installation or adjustnment of a child safety seat: - A

certified Child Passenger Safety Technician (CPST) - A
person who arranges or offers the services of a CPST
for the community - A person who owns property where a
CPST is operating A CPST nust offer their services for
free or for the anmpunt of their actual costs, in good
faith, and within the scope of their training. They
may al so not be sponsored by a child passenger safety
devi ce manufacturer or retailer.

Section 2:
Applicability cl ause.

CHAI R OLSON asked whether the bill applies to firefighters and
energency nedi cal technicians (EMIs) who have received trai ning.

REPRESENTATI VE M LLET said the aforenentioned firefighters and
EMI's would be covered by their enployers; however, the bill
woul d cover themif they volunteered outside of the firehouse or
police station.

REPRESENTATI VE LEDOUX asked for clarification.

REPRESENTATIVE M LLETT further explained that liability is
covered through the municipality for which they work; the bil
applies when they are volunteering, and not representing a
muni cipality or a private enployer. In further response to
Representative LeDoux, she said insurance is through an
enployer. The bill applies, for exanple, when a state enpl oyee
gets a certificate to install safety seats on a voluntary basis,
and conpletes the training and volunteers to install a car seat,
his/her liability would be limted if the car seat or the
installation of the car seat failed.
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REPRESENTATI VE LEDOUX suggested volunteers would be covered by
t heir homeowners insurance. She questioned whether insurance
conpani es have requested the bill.

REPRESENTATI VE M LLETT said HB 308 was requested by off-duty
police officers and firefighters who are certified technicians
and would like to offer installation service, but wthout civi
liability. In further response to Representative LeDoux, she
poi nted out that not all people own hones.

REPRESENTATI VE HUGHES asked whether all new parents and baby
| eave the hospital with a car seat installed.

3:26: 23 PM

M5. WHITT recommended that expectant parents contact soneone
locally to take a class and learn how to install the baby
safely; she said help and instructions can be found at
firehouses and police stations. There are over 200 technicians
t hroughout the state and anyone could call "one of the nunbers
provi ded. "

REPRESENTATIVE M LLETT said she would verify wth hospitals
across the state that they are aware of the service.

REPRESENTATI VE LEDOUX directed attention to the bill on page 1,
beginning on line 13, and continuing to page 2, line 10, which
read:

(1) the person

(A) has successfully conpleted the National Child
Passenger
Safety Certification Training program and maintains a
current child passenger safety t echni ci an or
technician instructor certification issued under that
program

(B) offers or arranges a nonprofit child safety
seat educati onal program checkup event, or checking
station program for the public wth i nstruction by
certified child passenger safety technicians or
technician instructors; or

(C owns property where a nonprofit child safety
seat educational program checkup event, or checking
station program for t he public occurs wth
instruction by certified <child passenger safety
technicians or technician instructors;
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REPRESENTATI VE LEDOUX inquired as to aforenentioned subparagraph
(C© and the relevance of owning property where the educational
program occurs.

REPRESENTATIVE M LLETT deferred the question to Legislative
Legal Services, Legislative Affairs Agency, and offered that the
bill applies to those who do not work at a police station,
hospital, or firehouse, but are interested in child car seat
safety.

3:30:16 PM
CHAI R OLSON opened public testinony on HB 308.
3:30: 33 PM

JANE FELLMAN, registered nurse, Central Peninsula Hospital, and
coordi nator, Kenai Peninsula Safe Kids Coalition, said she has
been a child passenger safety technician (CPST) since 1998, and
an instructor since 2000. The Kenai Peninsula Safe Kids
Coalition has spent nany years assisting parents properly place
their children in car seats. The requirenents are continuously
changi ng because notor vehicle safety is inproving, and CPSTs

are a resource for parents, inspecting seats and providing
proper installation. They also educate parents about how to
prevent and correct the msuse of car seats. Ms. Fell man said
in Al aska, the msuse of car seats is 85 percent, so CPSTs are
needed. In order to keep technicians, and have nore who are not
enpl oyed by an agency, the bill is needed to provide a |evel of

protection for them She encouraged the commttee to support
the bill.

3:33:13 PM

DON ETHERI DGE, Spokesperson, AFL-CIO, said his organization in
supports the bill because many of its nenbers provide car seat
installation training on a voluntary basis. He advised that the
| ocal hospital sends expectant parents to the police departnent
for a car seat and instruction. M. Etheridge gave a persona
story of the inproper use of a car seat, and restated his
support of the proposed |egislation.

3:34:31 PM
CLI NTON POWELL, Senior Captain, Anchorage Fire Departnent,

expressed support for the bill. The Anchorage Fire Departnent
has an inspection program and checks alnost 400 seats every
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year. In addition, the departnent conducts award-w nning
outreach throughout the state, and HB 308 provides a statew de
benefit to educators.

REPRESENTATI VE HUGHES asked about coordination with new parents
at Providence Al aska Medical Center.

3:36: 26 PM

SARA PENI STEN, registered nurse, Providence Alaska Medical
Center (Providence), and state coordinator, Safe Kids Al aska
Coalition, said she has been a child passenger safety technician
since 1999, and an instructor since 2006. Regardi ng hospita
policy and protocol at Providence, she advised that every
newborn | eaving Providence has its car seat checked for recall
status, appropriate fit, and expiration date. If requested,
certified CPSTs on the hospital staff will assist parents. Ms.
Peni sten noted that sone children have unique transportation
needs and the hospital provides special training. However, the
af orenentioned policies and procedures are not required of
hospitals, and each hospital in the state differs in the matter
of car seats for pediatric patients and newborns. Further, not
every hospital has certified technicians; in fact, some
hospitals are reluctant to check car seats because of the
[iability invol ved. She said HB 308 would take the liability
issue away due to the certification of the technicians, which
requires a three-day nationally standardized course involving
eval uations, witten exam nations, and participation in a public
check-up event. In response to Representative LeDoux, she
directed attention to [Section 1, subparagraph (B)], and
expl ained that this addresses those who arrange public check-up
events, not necessarily the technicians, and [Section 1,
subparagraph (C)] addresses the potential liability of a
property owner where the event takes place, such as a child care
center or public school.

REPRESENTATI VE HUGHES questioned whether for-profit hospitals
are |iable.

MS. PEN STEN advised that it is not the nonprofit status of the

property owner - but the status of the event - that is valid.
For exanple, the nonprofit child safety seat education program
check-up event does not charge a fee for attendance. In further

response to Representative Hughes, M. Penisten said if an
enpl oyee is acting wthin the scope of his/her enploynent, the
enpl oyer's insurance provides primary coverage; HB 308 applies
when certified technicians are not working for an enployer,
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such as a firefighter who volunteers for a public car seat
safety event during his/her off-duty hours.

REPRESENTATI VE HUGHES returned attention to the policy at
Provi dence and asked whether car seats are brought in to the
hospital to be checked, or whether hospital personnel go to the
vehi cl e.

MS. PEN STEN stated that at Providence the protocol and policy
are that a car seat for a newborn is brought in to the hospital

REPRESENTATI VE HUGHES asked whether there are any past or
pendi ng | awsuits against technicians in the state related to the
installation of car seats.

M5. WHITT said no. In further response to Representative
Hughes, she said she is aware of one case outside of Al aska.
The issue in Alaska is the recruiting of and the retention of
t echni ci ans.

3:45:48 PM

ANTHONY GREEN, Director of Public Policy, Safe Kids Wrl dw de,
stated that he is aware of one incident in which a parent had an
issue related to a car seat inspection. H s organization is
responsible for the training of child passenger safety
technicians, and M. Geen expressed his strong support for HB
308 and providing a level of confort to volunteers. He
observed that 94 percent of cars in the U S. that have been
i nspected have had car seats installed, and 46 percent of those
are incorrectly used.

REPRESENTATI VE HUGHES inquired as to the cause of the higher
incorrect installation percentage in Al aska.

M5. WHITT said in 2014, the percentage of incorrectly installed
car seats in Alaska was 85 percent; she added that she did not
know t he cause.

3:48: 47 PM

CORLIS TAYLOR Director, Educati on Depart nent, Fai r banks
Menorial Hospital, stated she is a child passenger safety
technician and an instructor. For nore than 20 years she has

been involved in this issue, and she spoke in favor of HB 308
As an instructor she has trained many technicians in Fairbanks,
and she restated that 85 percent of the seats installed by those
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who attend events are incorrectly installed. Ms. Tayl or
observed there is a need to educate parents on how to transport
children safely. Fai r banks Menorial Hospital has a program to
work with famlies of children with disabilities and special
needs. She restated her support for the bill.

REPRESENTATI VE HUGHES rest ated her questi on.

M5. TAYLOR recalled that in the beginning of the program the
nati onw de percentage for incorrect installation was 85 percent
to 95 percent; she suggested that the percentage has declined in
the Lower 48 because there are nore technicians and adverti sing,
which differs in Al aska.

3:52:34 PM

CHAI R OLSON after ascertaining no one further wished to testify,
cl osed public testinony on HB 308.

3:52:49 PM

REPRESENTATI VE HUGHES noved to report HB 308 out of committee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 308 was reported from the
House Labor and Commerce Standing Comm ttee.

3:53: 13 PM

The committee took an at ease from3:53 p.m to 3:55 p. m

HB 372- OVNI BUS | NSURANCE

3:55: 06 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO 372, "An Act relating to insurance; relating to
expenses for insurance exami nations; relating to regulations for
insurance wutilization review, benefits determnation, health
care insurance grievance resolution procedures, independent
revi ew of adver se det erm nati ons or final adver se
determ nati ons, independent review organizations, and continuing
education providers; relating to required provisions for health
care insurance contracts and policies, including health care
provi der choice; establishing civil penalties for insurers for
failure to provide requested records; anending the definition of
"wet marine and transportation' insurance; anending provisions
on limted licenses to include crop insurance; relating to
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third-party administrator notification requirenents; relating to

certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of variable life insurance
policies and variable annuities; establishing limtations on

i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; amending the definition of
‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donmestic insurer; establishing a
definition of 'bona fide association'; relating to requirenments
and penalties for commtting a fraudulent or crimnal insurance
act; updating criteria for exam nations; relating to rate filing
deviations; establishing civil penalties for certain wlful
violations; and providing for an effective date."

3:55:13 PM

LORI WNG HEIER, Director, D vision of Insurance, Departnent of
Commerce, Community & Econom c Devel opnent, introduced HB 372,
the ommi bus insurance bill for the D vision of Insurance, which
relates to the following issues: addresses key federa
preenptions brought about by the Patient Protection and
Affordable Care Act of 2010 (PPACA); provides nodernization and
updates to existing |aw anends the cost of market conduct
exam nations; addresses nodernized recordkeeping requirenments;
requires the designation of one conpliance officer in certain
ci rcunst ances; clarifies continuing education requirenents;
noderni zes existing law pertaining to licensing; clarifies the
paynent of certain fees; clarifies associations; anends existing
law dealing wth crimnal fraud and associated fines and
penal ti es; provi des filing ef fici enci es; al | ows for
endorsenents to be posted on a web site; clarifies the val ue of
a variable life or variable annuity refund; nodernizes existing
law related to group life insurance.

M5. W NG HElI ER paraphrased the follow ng sectional analysis for
HB 372: [original punctuation provided]

Sec. 1 AS 21.06.120(a) Exam nation of insurers

» Subsection (a) is amended to reflect the correct
references to the handbooks wused throughout the
country for financial and market conduct exam nations.
Both publications are published by the Nationa

Associ ation of | nsur ance Commi ssi oners (NAI O
Formerly, the term "Exam ners' Handbook"” was a
sufficient description as bot h t he financi a
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exam nation and market conduct exam nation handbooks
used the term in their title. Now, however, the

"Mar ket Conduct Exam ners Handbook"” is no |[|onger
published and is part of +the "Market Regulation
Handbook" .

Sec. 2 AS 21.06. 140(f) Conduct of exam nation

e Subsection (f) is anmended to reflect the correct
references to the handbooks wused throughout the
country for financial and market conduct exam nations.
Both publications are published by the Nationa
Associ ation of Insurance Conmmi ssioners. Fornerly, the
term "Exam ners' Handbook™ was a sufficient
description as both the financial examnation and
mar ket conduct exam nati on handbooks used the term in
their title. Now, however, the "Market Conduct
Exam ners Handbook"” is no |onger published and is part
of the "Market Regul ati on Handbook"

Sec. 3 AS 21.06.160(a) Exam nation expense
* Subsection (a) is anended to excl ude managi ng gener al

agent s, third-party adm ni strators, rei nsurance
intermedi ary managers, notor vehicle service contract
provi ders, and surplus lines brokers from the

requi renents of paying for division personnel and
overhead <costs relating to an exam nation; such
entities would still be required to pay for the
division's "out-of-pocket"” expenses including travel
expenses and for conpensation of a contract exam ner,
however, the entities could apply for a waiver from
the director based on financial hardship

3:59:57 PM

REPRESENTATI VE  JOSEPHSON asked for a description of an
exam nation conducted by the division.

M5. W NG HElI ER expl ained that personnel from the division wl

go to a brokerage firmand exam ne its books to confirmit is in
conpliance with [Alaska Statutes Title 21], and then the
division bills the firm for its expenses; however, some firns
and agents are very small, independent offices in the state, and
the exam nation costs including travel and days of work could be
nore than the firnms annual incone, thus the division stopped
t he exam nati ons. Since the affected firms and agents are
al ready paying the division for licensure, the bill allows the
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division to nake an exam nation, and not bill for the salaries
of division personnel.

CHAIR OLSON surmised the division would conduct an examnm nation
imediately if illegal activity was suspect ed.

M5. W NG HEI ER i ndi cat ed yes.

REPRESENTATI VE JOSEPHSON inquired as to lost revenue for the
st at e.

M5. WNG HEIER restated that the firns are already paying for a
license to support the division, thus the division is recouping
its cost. She continued paraphrasing the sectional analysis for
HB 372, as follows: [original punctuation provided]

Sec. 4 AS 21.07.005 Utilization review and benefit
determ nati on, gri evance procedures, and external
revi ew

e A new section, AS 21.07.005 provides authority for
the director to adopt regulations relating to
utilization review and benefi t det ermi nati ons;
gri evance procedures; external review requirenments for
health care insurance; and registration and regul ation
of independent review organizations including the
establishment of fees. These regul ations are necessary
to mke Alaska's laws consistent wth national
standards and federal law. The regulations wll be
based on nodel | aws developed by the Nationa
Associ ation of Insurance Conmm ssioners.

REPRESENTATI VE JOSEPHSON inquired as to whether the threat of
federal preenption was that the state was not performng its
utilization review

M5. W NG HEIER answered that the state has been performng its
external review under federal l|aw, not wunder state |aw She
continued paraphrasing the sectional analysis for HB 372, as
follows: [original punctuation provided]

Sec. 5 AS 21.07.010(a) Patient and health care
provi der protection

e Subsection (a) is anmended to require that contracts
between a participating health care provider and a
health care insurer include a provision that clearly
states that the health care provider will adhere to
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the health care insurer's policies and procedures
regarding referrals and obtaining prior authorization
and providing services under a treatnent plan approved
by the health care insurer. Non-substantive drafting
convention changes are al so nmade.

Sec. 6 AS 21.07.020 Required contract provisions for
heal th care insurance policy

e AS 21.07.020 is anmended to revise and update the
provi sions that nust be included in a health insurance
policy and to conply with federal |aw.

4:05:15 PM

REPRESENTATI VE JOSEPHSON asked for

| anguage in proposed Section 6.

a description of the repeal ed

M5. WNGHEIER said the repealed |anguage will be put into
regul ati ons. She continued paraphrasing the sectional analysis
for HB 372, as follows: [original punctuation provided]

Sec. 7 AS 21.07.030(d) Choice of health care provider

e Subsection (d) is anmended to require a health care
insurer to permt a covered person to desighate a
pedi atrician where the insurer offers a health care
policy that requires or provides for a designation by
the covered person of a participating primary care
provi der.

Sec. 8 AS 21.07.030(e) Choice of health care provider

e Subsection (e) is anmended to recognize an exception
to the subsection's requirenents due to a new
subsection (h).

Sec. 9 AS 21.07.030(h) Choice of health care provider

* New subsection (h) prohibits a health care insurer
that offers a health <care insurance policy that
provi des coverage for obstetric and gynecol ogic care
and that requires designation by a covered person of a
participating primary care provider from requiring
authorization or referral for a fenmale patient to
receive obstetric gynecol ogi cal care from a
participating provider. A health care insurer shal
treat authorizations by an obstetrics and gynecol ogy
specialist as the authorization of the primary care
provi der.
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Sec. 10 AS 21.07.250(3) Definitions

e Paragraph (3) is repealed and reenacted to define
"enmergency services" to nmean nedical care services or
itens furnished or required to evaluate and treat an
energency nedi cal condition.

Sec. 11 AS 21.07.250(14) Definitions

» Paragraph (14) is repealed and reenacted to define
"utilization review' to nean a set of techniques
designed to nonitor the use of, or evaluate the
clinical necessity, appropri at eness, ef fi cacy, or
efficiency of, health care services, procedures, or
settings; techniques may include anbulatory review,
prospective review, second opinion certification,
concurrent revi ew, case managemnent , di schar ge
pl anni ng, or retrospective review.

Sec. 12 AS 21.07.250(15) Definitions

* New paragraph (15) defines " energency nedical
condition® to nean the sudden and, at the tineg,
unexpected onset of a nedical condition or illness

that requires imediate nedical attention and where
failure to provide imediate nedical attention would
result in (A the placing of the person's health in
serious jeopardy; (B) a serious inpairnment to bodily
functions; or (C a serious dysfunction of any bodily
organ or part.

Sec. 13 AS 21.09.320(b) Mai ntenance Records

 Subsection (b) is anended to require that an insurer,
to nmeet the requirenments of AS 21.09.320(a), shal
keep records as required by the nmintenance records
requi renents of the insurer’s domcile jurisdiction.

Sec. 14 AS 21.09.320(c) and (d) Maintenance of records
* New subsection (c) requires the insurer not |ater
than 10 business days after the date of the request to
provide the records to the director or make the
records available for inspection and copying. The
records inspected or examned under this subsection
are confidential but may be used by the director in a
proceedi ng agai nst the insurer.

* New subsection (d) provides that failure of the
insurer to provide the information required by this
section may result in a civil penalty of up to $1,000
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for each violation and, an additional civil penalty of
up to $50 for each day the information requested is
not provi ded.

Sec. 15 AS 21.12.090(b) Marine, wet nmarine, and
transportation insurance defined

 Subsection (b) is anended to define "wet marine and
transportation” insurance as that part of nmarine
i nsurance that includes only (1) insurance on vessels,
crafts, and hulls, and insurance of interests in or
with relation to vessels, crafts, and hulls; (2)
i nsurance of marine builder's risks, marine war risks,
and contracts of marine protection and indemity
i nsurance; (3) insurance of freights and di sbursenents
pertaining to a subject of insurance comng wthin
this section; or (4) insurance of personal property
and interests in personal property, in the course of
exportation from or inportation into any country, and
in the course of transportation coastw se or on inland

waters, including transportation by |and, water, or
air from point of origin to final destination, in
respect to , appertaining to, or in connection wth,

any and all risks or perils of navigation, transit, or
transportation, and while being prepared for and while
awai ting shipnent, and during del ays, st or age,
transshi pnment, or reshipnent incident thereto. The
amendnent corrects a drafting error that required all
four of the paragraphs to be nmet to neet the
definition.

Sec. 16 AS 21.27.020(c) General qualifications for
i cense

e Paragraph (c)(3) is anended to provide that a firm
i nsurance producer, firm managi ng general agent, firm

internediary broker, firm reinsurance internediary
manager, firm surplus |ines broker or firm independent
adj uster applicant or license in designating one or

nore conpliance officers for the firm my only
designate one conpliance officer for each class of
authority. A non-substantive drafting convention
change is al so made to paragraph (c)(5).

Sec. 17 AS 21.27.020(f) General qualifications for
i cense

 Subsection (f) is anmended to make clear the authority
of the director to adopt regulations establishing
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addi tional education or experience requirenments for
conti nui ng education providers.

Sec. 18 AS 21.27.025(a) Required notice of licensee

e Subsection (a) is anmended to require a licensee to
report to the director in witing any admnistrative

action taken against the licensee by a financial
industry regulatory authority sanction or arbitration
pr oceedi ng. Non- substanti ve drafting conventi ons

changes are al so made.

Sec. 19 AS 21.27.150(a) Limted |icenses

e Subsection (a) is anended to give the director
authority to issue a crop insurance |limted producer
license. Non-substantive drafting conventions changes
are al so made.

Sec. 20 AS 21.27.380(a) License renewal, |apse, and
rei nst at enent

e Subsection (a) is anended to make non-substantive
changes to conform the |anguage to State Based Systens
(SBS), an electronic system owned by the National
Association of Insurance Conm ssioners for use by
state regulators in support of insurance regulatory

functions. SBS enabl es t he di vi si on to nor e
efficiently and effectively process i cense
appl i cati ons, renewal s, inquiries, conpl ai nt s,
enf or cenent actions and ot her functions whi |l e
remai ni ng conpl i ant W th nat i onal uniformty

initiatives.

Sec. 21 AS 21.27.380(b) License renewal, |apse, and
rei nst at enent

e Subsection (b) is anended to nmake non-substantive
changes to conformthe | anguage to SBS.

Sec. 22 AS 21.27.380(d) License renewal, |apse, and
r ei nst at enent

e Subsection (d) is anended to nmake non-substantive
changes to conformthe | anguage to SBS.

Sec. 23 AS 21.27.640(b) Third-party adm nistrator
gual i fications

» Subsection (b) is anmended to require a third-party
adm nistrator registrant to notify the director not
|ater than 30 days after the final disposition of an
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adm nistrative action taken against the registrant by

a governnental agency of anot her state, by a
governnmental agency of another jurisdiction, or by a
financial industry regulatory authority sanction or

arbitration proceeding. The registrant nust also
submt to the director docunents relating to the fina
di sposition. A non-substantive drafting convention
change is al so nmade.

Sec. 24 AS 21.27.650(r) Operating requirenents for
third-party adm nistrators

* New subsection (r) requires insurers to review its
books and records quarterly to determ ne whether a
person or insurance producer has acted as the
insurer's third-party admnistrator. If the insurer so
finds, the insurer nust notify the person or insurance
producer and the director. The insurer and the person
or insurance producer nust then fully conply wth AS
21.27 not later than 30 days after notification.

Sec. 25 AS 21.27.690(b) Operating requirenents for
rei nsurance intermediary brokers; actions for |oss

* Subsection (b) is anended to add the requirenent that

an insurer may not use a nonresident reinsurance
internediary broker who is not licensed under this
chapter unless the reinsurance internmediary broker has
filed a certification with the director that the
rei nsurance internediary broker is operating only for

a foreign insurer. Subsection (b) is also anmended to
add the requirenent that a donestic insurer nay not

use an alien reinsurance internediary broker unless
the alien reinsurance internediary broker has filed a
certification with the director that the reinsurance
internediary broker is operating only for a donestic
i nsurer.

Sec. 26 AS 21.34.035(b) Health care insurance

* Subsection (b) is anended to change references froma
repealed statute (AS 21.87.190) to the ~correct
references of AS 21.51.405 and AS 21.54. 015.

Sec. 27 AS 21.34.050(a) Listing eligible surplus lines
i nsurers

 Subsection (a) is anended to renove the authority of
the director to adopt a regulation to charge fees to
eligible nonadmtted insurers. This anmendnent is
necessary to nmeet the requirenments of the federal
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Nonadm tted and Rei nsurance Reform Act of 2010 (NRRA).
The division has not been charging this fee since 2011
due to this federal |aw.

Sec. 28 AS 21.34.050(c) Listing eligible surplus lines

insurers ¢ Subsection (c) is anmended to renobve
references to fees charged to eligible nonadmtted
i nsurers.

Sec. 29 AS 21.34.180(a) Surplus lines tax « Subsection
(a) is anended to add "honme state" to the subsection
to be consistent with the NRRA and previous anendnents
to AS 21. 34.

Sec. 30 AS 21.36.025(b) and (c) Unfair marketing
practices prohibited

* New subsection (b) provides that a person may not
sell a nmenbership in an association or |abor union for
t he purpose of qualifying for an individual for group
i nsurance.

* New subsection (c) provides that a person that sells
a menbership in an association my not offer group
i nsurance for purposes of selling nenberships in an
associ ation or |abor union.

Sec. 31 AS 21.36.185 Mintenance of conplaint handling
records

e This section is anended to account for differences in
recordkeeping requirenents between this section and

those in the National Associ ati on of | nsur ance
Commi ssioners Health Carrier Gievance Procedure Mbdel
Act which the director will be required to adopt under

section 4 of the bill
4:12: 14 PM
REPRESENTATI VE LEDOUX questioned the necessity for Section 30.

M5. W NG HEI ER expl ai ned that one cannot forma fictitious group
solely for the purpose of selling insurance; for exanple, the

National Rifle Association (NRA) has a group life insurance
product it can sell to its nenbers, but the main purpose of the
NRA is not to sell insurance. This also applies to unions or
other associations in the state. In further response to

Representative LeDoux, she said PPACA is tough on associations
because it wants insurers to join the group or individual

HOUSE L&C COW TTEE -19- March 28, 2016



i nsurance market. The state does not want the associations in
the state that have insurance progranms to be disbanded, but the
bill does state that associations cannot be forned solely for
the purpose of selling insurance, or solicit menbers solely for
the same, to remain in conpliance with PPACA. This is not a new
provi si on.

REPRESENTATI VE LEDOUX restated her question.

M5. W NG HElI ER gave an exanple of the Sons of Norway approaching

a prospective nenber with an offer to sell insurance, which it
should not do, because they are not |icensed as an insurance
conpany to sell insurance.

REPRESENTATI VE LEDOUX asked whether the provision only applies
to nedical insurance.

M5. W NG HEI ER opined this applies to nedical insurance, and she
said she would confirmthat it does not apply to life insurance.
She conti nued paraphrasing the sectional analysis for HB 372, as
follows: [original punctuation provided]

Sec. 32 AS 21.36.225(a) and (b) Notice of health
i nsurance coverage cancellation, coverage change, or
prem um change

 Subsections (a) and (b) are anmended by changing the
term "covered individual" to "policyholder" as the
intent of the provisions were not to require that
every covered person wunder, for exanple, a famly
policy receives the notice. The intent is for the
primary insured to receive the notice and in the case
of a group for the policyholder to receive the notice.

Sec. 33 AS 21.36.360(b) Fraudulent or crimnal
i nsurance acts

e Subsection (b) is anended to clarify that a
fraudul ent insurance act is conmtted by a person who,
with intent to injure, defraud, or deceive know ngly
omts material information 1) when presenting to an
insurer a witten or oral statenent in support of a
claim for paynent or other benefit under an insurance
policy or 2) when assisting or conspiring wth another
to prepare or nake a witten or oral statenent that is
submtted to an insurer in support of a claim or
benefit under an insurance policy.

» Subsection (b) is also amended by adding a new
paragraph (7) that would provide that a fraudul ent
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insurance act is comritted by a person who, wth
intent to injure, defraud, or deceive makes a witten
or oral st at enent in response to an insurer's
inquiries related to another's claim for payment or
ot her benefit under an insurance policy, know ng the
statenent contains false, inconplete, or msleading
information, or omts information concerning a matter
material to the <claim This statutory change 1is
intended to address the situation where a person
obtains insurance imediately after an accident (to
avoid arrest for driving w thout insurance) and then
clainms he/she was insured at the tine of the accident
when the other driver's insurer inquiries about the
person's cover age.

Sec. 34 AS 21.36.360(Qq) Fraudulent or crimna

i nsurance acts

 Subsection (q) is anended to provide for a class C
felony for a fraudulent insurance act that (1) falsely
makes, conpletes, or alters a certificate of insurance
or other docunent relating to insurance and (2)
knowi ngly possesses a forged certificate of insurance
or other docunent relating to insurance. The current
statute does not specify a penalty for these offences.

4:19: 04 PM

REPRESENTATI VE COLVER asked whether the level of offense is
determ ned by the dollar anmount of the infraction.

M5. W NG HEIER said the ampbunt of the felony is found el sewhere
inthe bill.

REPRESENTATI VE COLVER questioned how the division will determ ne
intent to defraud, as opposed to a m stake.

CHAI R OLSON suggested that only the person conmmtting fraud has
liability.

M5. W NG HElI ER expl ai ned that insurance brokers or agents issue
the certificates of insurance, thus unless the consuner nodifies
t he docunent, the consuner is not party to fraud.

REPRESENTATI VE COLVER then gave exanples of a broker who failed

to renew a policy after receiving paynent from a consuner, or a
br oker who made an accounting error.
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M5. WNG HEIER said that insurance agencies such as State Farm
are responsible for their agents; in a brokerage agreenent, the
consuners would look to the broker's errors and omssions
i nsurance (E&O). In further response to Representative Col ver,
she said brokers are not required to carry E&O insurance.

REPRESENTATI VE COLVER suggested an agency would declare
bankruptcy in the instance of a large claim

CHAI R OLSON noted that insurers would have a bond.
4: 25: 24 PM

REPRESENTATI VE LEDOUX surmised that brokers are agents of
i nsurance conpanies, therefore, the insurance conmpany would be
liable.

M5. WNGHEIER clarified that an agent is an agent for an
i nsurance conpany, and a broker is independent and solicits bids
from i ndependent insurance conpanies, and has "no right to bind
t he insurance conpany to that client.”

CHAI R OLSON added that they also need to have received noney for
a premum

REPRESENTATI VE LEDOUX opined that if noney changed hands, and a
bi nder was issued, the binder would obligate the insurance

conpany.

M5. WNG HEIER said if a broker takes consuners' noney and does
not have an agreenment from an insurance conpany to accept the
risk - that is fraud.

REPRESENTATI VE COLVER asked whether a national insurance conpany
has a duty to pay the clains of an agent, even in the case of
consuner fraud.

4:28:02 PM

M5. WNG HEIER said the difference is an agent represents for
exanple, State Farm Insurance or Allstate, but a broker
represents a client, and in a manner simlar to that of a real
estate broker, can show a client a variety policies.

REPRESENTATI VE COLVER suggested that if a mstake was nmade by

the agent, the conpany would have a duty to insure as
represented by the agent.
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4:28:54 PM

M5. WNGHEIER said yes, in npbst cases. She continued
paraphrasing the sectional analysis for HB 372, as follows:
[original punctuation provided]

Sec. 35 AS 21.36.390(b) Notice to director

e Subsection (b) is anended to require an insurer or
licensee that has reason to believe that an insurance
producer with which it is doing business is involved
in violation of (1) AS 21.36.030 (Msrepresentation
and false advertising of insurance policies), (2) AS
21.36.050 (Twisting prohibited), and (3) AS 21.36.360
(Fraudulent or crimnal acts), to imrediately send to
the director a report disclosing the basis for that
belief and any other information that the director my
require.

Sec. 36 AS 21.39.040(a)(2) Rate filings

e Paragraph (a)(2) is anended to clarify what is an
acceptable effective date for a rate filing.

Sec. 37 AS 21.39.070(a) Deviations

* Subsection (a) is repealed and reenacted to allow the
division to consider a nmenber's or subscriber's
application for a devi ati on from a rating
organi zation's class rates, schedules, rating plans,
or rules respecting a kind of insurance, or class of
risk wwth a kind of insurance, or conbination as part
of the regular filing process wthout requiring a
formal order from the director. The amendnent would
al so elimnate t he requi renents t hat casual ty
i nsurance deviations may only be a uniform percentage
deviation and that deviation application copies nust
al so be sent si mul t aneousl y to t he rating
or gani zat i on.

Sec. 38 AS 21.42.160(d) Contents of policies in
gener al

e Subsection (d) is anmended to elimnate the
requi renent that insurers print the year of adoption
on all forns submtted to the division.

Sec. 39 AS 21.42.250(c) Delivery or posting of policy;
notifications
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* Subsection (c) is anended to expand the applicability
of the subsection to all lines of insurance rather
than to just property and casualty lines. The
subsection provides for an insurer providing a policy
or endorsenent by posting the policy or endorsenent on
the insurer's Internet website and clearly identifying
the posted policy or endorsenent purchased by the
insured in the declaration page provided to the
i nsur ed.

Sec. 40 AS 21.45.020(d) Standards provisions required;
return and refund

 Subsection (d) is amended to correct drafting errors.

Sec. 41 AS 21.48.010(a) Goup requirenents for group
contracts

 Subsection (a) is anended to clarify what constitutes
a valid group for issuance of |ife insurance and gives
the director authority to add additional requirenents
by regul ation.

Sec. 42 AS 21.48.010(b) Goup requirenents for group

contracts
» Subsection (b) is anended to provide that this
section does not apply to certain specified life

i nsurance policies.

Sec. 43 AS 21.48.010(e) and (f) G oup requirenents for
group contracts

* New subsection (e) provides that a group life
i nsurance policy may be issued to a group that does
not nmeet one or nore of the requirenents under
subsection (a) if the director finds that issuance is
in the best interests of the public, results in
econoni es of acquisition or admnistration, and neets
ot her requirenents established by regul ation.

* New subsection (f) provides that the director nust
approve the issuance of a group life insurance policy
under subsection (a) or (e) prior to issuance of a
policy by the insurer under subsection (a) or (e).

Sec. 44 AS 21.51.020 Scope, format of policy -
Paragraph (3) is amended to allow a policy of health
i nsurance to cover children of a policyhol der under a
specified age may not exceed 25 years. The anendnent
is necessary to avoid conflict with federal |aw.
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Sec. 45 AS 21.51.070(a) Reinstatenent e« Subsection (a)
is anmended to provide for an exception to the
subsection for a policy offered or renewed in this
state on a health care exchange and subject to federal
regul ati on on rei nst at enent . The amendnent IS
necessary to avoid conflict with federal |aw.

Sec. 46 AS 21.51.405(b) Rate requirenents; filings;
regul ati ons

e Subsection (b) is anended to extend the waiting
period for the effective date for individual health
insurance rates from 45 days to 90 days to allow tinme
for review and approval of the rates while also
allowing sufficient time for insurers to provide the
required 45 days' notice of a change in prem um

Sec. 47 AS 21.51.500 Definitions

* New paragraph (4) defines "health care exchange" to
mean an Anmerican Health Benefit Exchange established
under 42 U.S.C. 18031.

Sec. 48 AS 21.53.068 Limtations related to producers
and third-party adm nistrators

* This section is anended to correct a drafting error
by changi ng "conpensates” to "does not conpensate”.

Sec. 49 AS 21.54.015(b) Rate requirenents; filings;
regul ations; health care insurance restrictions
 Subsection (b) is anended to correct the paragraph
citation to AS 21.54.060 due to anendnments being nade
to AS 21.54. 060.

Sec. 50 AS 21.54.015(c) Rate requirenents; filings;
regul ations; health care insurance restrictions

» Subsection (c) is anended to extend the waiting
period for the effective date for |arge enployer
health care insurance plan premum rates from 45 days
to 90 days to allow tine for review and approval of
the rates while also allowng sufficient tinme for
insurers to provide the required 45 days' notice of a
change in prem um

Sec. 51 AS 21.54.060 G oup health insurance defined

e Paragraph (2) is anended to clarify that associations
and labor unions issued group health insurance
policies under this section nust be "bona fide
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associations”". A nonsubstantive drafting convention
change is al so nmade.

e Paragraph (3) is amended to clarify that group health
i nsurance may be issued under a policy issued to the
trustees of a fund adopted or participated in by two
or nore enployers or by one or nore | abor unions or by
one or nore enployers and one or nore |abor unions or
by an association as defined in paragraph (2). The
requirenent that the enployers be in the sanme or
related industry is deleted with respect to trusts.

» Paragraph (5) is deleted and is replaced by the new
subsection (b) of AS 21.54. 060.

Sec. 52 AS 21.54.060(b) and (c) Goup health insurance
defi ned

* New subsection (b) provides that a group health
insurance policy may be issued to a group that does
not nmeet one or nore of the requirenents under AS
21.54.060(1)— (4) and (6) if the director finds that
issuance is in the best interests of the public,
results in economes of acquisition or admnistration,
and nmeet s ot her requi renents est abl i shed by
regul ation. This replaces the existing authority and
makes it consistent with the group Iife provision.

» New subsection (c) provides that an insurer nust
submt a form filing that conmplies with AS 21.42.123
(Form filing subject to prior approval) and establish
that the group neets the requirenents of subsection
(e) in order to issue a group health insurance policy
to a group under subsection (e). The director nust
also affirmatively find that the group neets the
requi renents of subsection (e) prior to the insurer
issuing a group health insurance policy under this
secti on.

Sec. 53 AS 21.54.500(4) Definitions

o Paragraph (4) repeals and reenacts the definition of
"bona fide association'" to the neaning given in AS
21.97.900

Sec. 54 AS 21.56.110(a) Applicability

 Subsection (a) is anended to reconcile any conflicts
between AS 21.56 and federal law by adding the
| anguage "except as prohibited by federal |aw "
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Sec. 55 AS 21.56.120(e) Premium rate restrictions;
di scl osures; reports; confidentiality

e Subsection (e) is anended to correct the paragraph
citation to AS 21.54.060 due to anendnments being nade
to AS 21.54. 060.

Sec 56 AS 21.56.250(6) Definitions

e Paragraph (6) is amended to reflect the definition of
"bona fide association”™ has the neaning given in AS
21.97.900.

Sec. 57 AS 21.59.150(a) and (b) Provider |license
renewal , | apse, reinstatenent.

e Subsection (a) and (b) are anended to mnake non-
substantive changes to conform the |anguage to State
Based Systens (SBS), an electronic system owned by the
Nati onal Association of |Insurance Conmm ssioners for

use by state regulators in support of insurance
regul atory functions. SBS enables the division to nore
efficiently and effectively process i cense
appl i cati ons, renewal s, inquiries, conpl ai nt s,
enf or cenment actions and ot her functions whi |l e
remai ni ng conpl i ant Wi th nat i onal uniformty

initiatives.

Sec. 58 AS 21.59.170(a) Return and cancel |l ation

 Subsection (a) is anmended to correct a drafting error
by deleting the word "unearned". Non- subst anti ve
drafting convention changes are al so nade.

Sec. 59 AS 21.59.170(b) Return and cancell ation

 Subsection (b) is anmended to correct a drafting error
by adding the word "unearned". Non- subst anti ve
drafting convention changes are al so nmade.

Sec. 60 AS 21.59.180(a) Provider's financi a
responsibility

 Subsection (a) is anended to correct a drafting error
by deleting the words "a provider".

Sec. 61 AS 21.69.310(a) Meetings of stockholders or
menber s

» Subsection (a) is anended to renobve the requirenent
for stockholder or nenber neetings to be held in the
city or town of a conpany’s principal office or place
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of business in this state. The anended statute
reflects the reality of the Alaska domiciled insurers
and of the nationw de insurance industry. O the seven
Al aska domestic insurers, one is a US. branch of a WK
conpany with central admnistration in the UK and two
other insurers are nenbers of holding conpany systens
that are domciled in other states and are centrally
adm nistered there. This is comon nationw de where
hol di ng conpany systens have insurer nenbers domciled
in states other than where the holding conpany is
domciled. Significant admnistrative functions are
often centralized at the holding conpany domciled
| ocation for the whole group. The anmended statute al so
accommodates three Al aska donmestic insurers from the
difficulty of always having to hold stockholder or
menber neetings at their principal office or place of
busi ness. These insurers have board nenbers that are
di sbursed throughout the state and in other states.
Annual neetings are often held in | ocations other than
the principal office or place of business such as in
Anchorage where travel to and from is easiest, or
rotated to other areas of the state to make it nore
convenient for menbers to attend the neetings and to
participate on the boards. These insurers are still
able to request approval of the director to hold these
neetings at a location that is not the principle
of fice or place of business.

Sec. 62 AS 21.69.310(c) Meetings of stockholders or
menbers

e Subsection (c) is anended to give the director
discretion to approve a date for an annual neeting
|ater than the first six nonths of each cal endar year
upon a witten request for approval for good cause

The request for approval nust be nmade at |east 30 days
before the end of the six-nmonth requirenent. This
anendnent reflects the fact that annual neetings of
Al aska insurers cannot always be held wthin the first
six mnonths of the calendar year due to the wde
di sbursenent of board nenbers and to the differing
requirenents for the timng of annual neetings of
other states where holding conpanies wth Al aska
insurers are domcil ed.

Sec. 63 AS 21.69.390(b) Honme office and records

e Subsection (b) is anmended to delete the reference AS
21.69.390(d) as that subsection is being repealed for
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the reasons as stated in Sec. 67 of this Bil
Anal ysi s.

REPRESENTATI VE JOSEPHSON redirected attention to proposed
Section 61, and asked whether donestic insurers are based in
Al aska.

M5. W NG HEI ER said yes. In further response to Representative
Josephson, she said donestic insurers have registered in Al aska,
but may have stockholders who |ive outside the state or outside
the U S., thus the bill allows for stockholder neetings to be
hel d el sewhere. She provided several exanples of donestic
insurers, and stated that the inportant point was for the state
to receive the required notice, attendance, and mnutes of the
st ockhol ders' neeti ngs.

4:39:48 PM

REPRESENTATI VE HUGHES asked why the director of the division
seeks to approve the location of a stockhol der neeti ng.

M5. WNG HEIER advised that if it is prudent for a conpany to
comne to Alaska for an open neeting that the division could
attend, she would require it to do so.

REPRESENTATI VE LEDOUX inquired as to whether neetings can be
hel d tel ephonically.

M5. W NG HEI ER said no. In further response to Representative
LeDoux - as to why telephonic neetings are not allowed - she
said she woul d research that question

REPRESENTATI VE LEDOUX asked whet her board of directors' neetings
coul d be tel ephonic.

4:42:29 PM

M5. WNGHEIER said board of directors neetings are not
addressed in proposed Section 61, and she would conduct
addi ti onal research

4:43: 27 PM

M5. WNGHEIER, in response to Representative Josephson, said
FFM is an acronym for the federally facilitated marketplace,
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heal t hcar e. gov. She continued paraphrasing the sectiona
anal ysis for HB 372, as follows: [original punctuation provided]

Sec. 64 AS 21.85.500(5) Definitions

 Paragraph (5) is anended to change the definition of
"multiple enployer welfare arrangenent” to conform
with the nmeaning of the term as defined under 29
U S.C. 1002.

Sec. 65 AS 21.97.020 General penalty

» The general penalty anounts are being updated to be
nore consistent with other penalty provisions in AS 21
such as AS 21.27.440 and to provide a nmechanismto use
under section four of the bill and for market conduct
enforcenent. This section has not been updated for
over 30 years.

Sec. 66 AS 21.97.900(47) Definitions for title

* Amended to add a new paragraph (47) defines "bona
fi de association".

Sec. 67 Repeals the followng provisions: ¢ AS
21.06.087 (lInsurance report) Repeal of this section
removes the requirenent that the division report
annually on the inpacts of tort reforns enacted in
1997 (chapter 26, SLA 1997). This report has not been
updated since 2004. At this tine, it would be
difficult to attribute observed changes in the narket
to the tort reforml egislation.

e« AS 21.07.250(9) (Definitions) The definition of

"medical enmergency” is repealed as it is being
replaced by the definition for "energency nedical
condi tion".

e AS 21.54.500(4) (Definitions) The definition of "bona
fide association” is no longer needed in this chapter
because an updated definition of the term has been
added to AS 21.97 by section 58 of the bill.

« AS 21.69.390(d) is outdated as books and records are
increasingly being maintained electronically and
access can be nmade renotely or on-site at the hone
office of an insurer. The division also can access a

conpany' s fi nanci al filings W th t he NAI C
electronically. AS 21.06.140 requires exam nations of
domest i c, foreign and Canadian insurers to be

conducted at an insurer's home office or at other
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pl aces where the records are kept, not at the
insurer's principal place of business in the state.

Sec. 68 Repeals the follow ng provisions
e AS 21.07.050 (External health <care appeals) AS

21. 07. 060, (Qualifications of ext er nal appeal
agencies), AS 21.07.070 (Limtation on liability of
revi ewers), AS 21.07.250(1), (2), and (7),
(Definitions). These provisions are no |onger needed
due to Section 4 of the bill which requires the

di rector to adopt by regulation the National
Associ ati on of | nsurance Commi ssi oners nodel acts.

Sec. 69 Repeals the follow ng provisions
* AS 21.27.115(8) crop insurance is renoved as a line

of authority due to section 16 of the bill which
provides that crop insurance is a limted line of
authority consi st ent W th nat i onal uniformty

| i censi ng standards.

« AS 21.27.115(9) surety insurance is renoved as a |line
of authority to be consistent with national uniformty
| i censi ng standards.

Sec. 70

e Provides for an uncodified new section outlining the
timng of when the director of insurance may adopt
regul ati ons.

Sec. 71

e Provides for a revisor's instruction to change the
catch line of AS 21.27.380.

Sec. 72

e Provides that section 70 of the bill takes effect
i mredi ately under AS 01.10.070(c).

Sec. 73

e Provides that section 68 of the bill takes effect
January 1, 2017.

Sec. 74
* Provides that AS 21.27.150(a)(9), enacted by section
19 of the bill, and section 69 of the bill take effect

March 1, 2017.

4:45:35 PM
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CHAIR OLSON pointed out the bill has a zero fiscal note
attached.

REPRESENTATI VE HUGHES returned attention to proposed Section 4,
which said the regulations would be based on nodel |aws
devel oped by the National Association of |nsurance Conm ssioners
(NAIC), and questioned whether the regulations would not be
based on Al aska St at utes.

M5. WNG HEI ER answered PPACA allows for three processes: a
utilization review, an internal review, and an external review
of clains presented. Subsequent to PPACA, the reviews have been
informally perfornmed by the division. Many states did not agree
with the PPACA processes, and the NAIC produced three nodel
acts: the utilization review and benefit determ nation act; the
uniform health carrier external review act; health carrier
gri evance procedure nodel act. The division proposes to place
the nodel acts in regulation, so they can be revised for
Al askans as necessary.

REPRESENTATI VE HUGHES asked whet her anything based on the three
nmodel acts conflicts with Al aska state statutes.

M5. W NG HEI ER sai d no

REPRESENTATI VE COLVER clarified that the state would not
reference national standards in its regulations; in fact, if the
national standards change, the state regulations would not
automatically be affected.

M5. WNG HEIER agreed that the regulations would be "based on
what works for Al askans, not a one-size-fits-all."

4:50:27 PM

CHAIR OLSON said the state has used nodel legislation from NAIC
six or seven tinmes; nodel legislation helps consuners by
provi ding standardization and reciprocity wth other states.
The division can rely on audits provided by other states because
they neet the same standards, thereby saving mllions of
dol |l ars. St andardi zed policies and insurance certificates are
hel pful to those who do business in nore than one state, and the
goal is to help those buying insurance.

M5. W NG HElI ER added that since PPACA, various states have taken
t he nodel regul ations, statutes, and a conbinations thereof.
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REPRESENTATI VE HUGHES directed attention to the bill on page 4,
begi nning on line 22, which read:

(2) clearly states that the health care provider wll
adhere to the health care insurer's policies and
procedures, including procedures regarding referrals,
obtaining prior authorization, and providing services
under a treatnment plan approved by the health care
i nsurer;

REPRESENTATI VE HUGHES expressed her concern about whether the
medi cal community woul d accept paragraph (2) because the health
care provider needs to determne the health care treatnent plan,
and the insurance conpany should not dictate care.

M5. WNG HEI ER observed that there are two parts to the

provi si on: the relationship between the provider and the
patient, and the relationship between the insurer and the
provi der. Included in the regulations pertaining to grievance
procedures is "predetermnation,”™ so that a patient knows the
cost of a service and what insurance wll pay. The network

provider has signed a contract with an insurer regarding the
fee, so a patient is informed of the cost, and can nake a choice
of provider.

REPRESENTATI VE HUGHES restated her concern related to "providing
services under a treatnent plan approved by the health care
insurer," because sonetines a health care provider needs to
suddenly change the approved plan, and this would tie their
hands.

CHAIR OLSON stated that the Al aska State Hospital and Nursing
Home Association (ASHNA), hospitals, and physicians have been
participating as stakeholders in the bill, and he assured the
commttee that their opinions will be heard.

REPRESENTATI VE JOSEPHSON agreed wth Representative Hughes
concern and pointed out simlar questions are raised on page 9,
begi nning on line 17, which read:

(14) "utilization review' neans a set of techniques
designed to nonitor the use of, or evaluate the
clinical necessity, appropri at eness, efficacy, or
efficiency of, health care services, procedures, or
settings; techniques may include anbulatory review,
prospective review, second opinion certification,
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concurrent revi ew, case managemnent , di scharge
pl anni ng, or retrospective review.

REPRESENTATI VE COLVER al so agreed with Representative Hughes.
[HB 372 was hel d over. ]

4:58:19 PM

ADJ QURNIVENT

There being no further business before the commttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
4:58 p. m
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