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BILL NO: CSHB 36(Juld) DATE: March 13, 1987

TITLE: An Act requiring certain CONTACT: Bill Brown
motor vehicle insurance 465-4335
policies to provide reduced
rates for certain persons

The bill requires an insurance company to reduce motor vehicle casualty
insurance premiums if an applicant 1is 55 years of age or older, has
recently taken an accident prevention course approved by the Department
of Public Safety, and asks for the reduction.

The department currently approves driver 1improvement courses for a
reduction of points under AS 28.15.241(b). Since these courses must
meet the criteria set out in Section 2 of this bill, there will be
little impact on the department as the same courses would be applicable
for the premium reduction.

The department is neutral on this bill.

WILLIAM R. NIX
Acting Commissioner
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RRARZ ri'ce March 19, 1987
Senator Tim Kelly
Alaska State Legislature
P. 0. Box V
Juneau, Alaska 99811
Re: House Bill 36
Dear Senator Kelly:
I am writing to you on behalf of our clients, State
Farm and Allstate Insurance Companies 1In opposition to House

Bill 36 which in the Senate Labor and Commerce

Committee.

is currently

drafted is
of reasons. While
the elderly should be
mandated 1insurance rate discounts
should not. HB 36 mandates a minimal 5% premium reduction.
The State of Alaska has not previously mandated specific
rates, rate levels or rate values for insurance and to do so
is, 1iIn Ffact, 1iIn contravention of the insurance rate law. AS
21.39.010 et seq.- If rate reductions or changes occur due to
particular conditions, such as the taking of driver
improvement courses, the Jlaw now requires that the credit
should actually reflect the experience of the 1insurer or a
group of 1insurers for t e persons who meet conditions for the
particular crtlit. To the degree that a mandated credit
cannot be actuarially justified, a subsidy 1is created. This
is particularly 1ironic 1in 1light of recent studies indicating
that the elderly are in better Tfinancial shape than other age
groups. Attached 1i1s a March 2, 1987 Washinoton Times article
underscoring thcso conclusions. In essence, 1if the minimal 5%

This bill,
troublesome to our
driver improvement
encouraged, legislatively

as
a number

particularly currently
clients for

programs for
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reduction cannot be actuarially justified, other policyholders
will have to subsidize the elderly and they are the class most
able to pay.

Further, HB 36 could adversely impact the elderly
drivers it now seeks to assist. For example, effective May 1,
1987, State Farm will offer in Alaska a 10% discount to
drivers between the ages of 50 and 65 with good driving

records and no youthful drivers. This discount 1is based on
current actuarial data. Allstate provides a similar
discount. If this bill passes, it is possible that these

programs with higher discounts to seniors would be abandoned
in order to comply with the statutory minimal discount of 5%.
This would be detrimental to the elderly drivers who could
have had a 10% discount without the legislation.

In a competitive market, the price of automobile
insurance will reflect costs more quickly and more accurately
than in a non-competitive or controlled market such as the one

that will be created if HB 36 passes. For these reasons, HB
36 should not be enacted. If it is, in order to prevent
inequities and the risk of creating a subsidy, no specific
rate of percentage should be specified. Rather, section 1(fF)
should be amended to require that the 1iInsurer provide an
appropriate™ or alternatively, an Tactuarially justified”
discount. The overwhelming majority of states which have

enacted Ulaws of this nature have used language similar to this
rather than establishing a Tfixed or minimal percentage.
Further, in order to minimize the risk of subsidy, the
discount should be limited to apply only to bodily injury and
property damage liability, medical payments and collision
coverages as these are the only coverages that relate to an
insured"s driving ability and where diminished costs could be
expected i1f there 1is an improvement in the driving records of
this class of persons. In section T(3) we would request an
amendment requiring that the course be taken within two years
rather than three years prior to seeking the reduction.

We hope that upon careful consideration of these
factors, you will agree that HB 36, particularly in its
present draft should not be enacted.
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Please feel free to contact me if | may provide any
additional information or answer any questions Yyou or the
committee members may have.

Sincerely

HUGHES/ THORSNESS/ GANTZ
POWEtL & BRUNDIN®)

DPW /pl
0207B

Enclosure
cc: Senate Labor & Commerce
Committee Members
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COVER 8 The Economics of Aging The United States has
STORY an untold success story. Thi.ty-five years after a

massive government effort to improve die financial lot
of the elderly. Americans 65 and older form the
second-wealthiest age bracket. This reverses a trend; in
the past the old have been one of the poorest groups
and have spent their way into poverty. Two things do
threaten their financial health: a serious, long-term
illness and the cost of nursing-home care.

The Politics of Aging  Why is it that Social
Security has grown by leaps and bounds during the
Reagan administration while other federal programs
have slowed down? Meet "the old lobby" and its
fearsome leader. Rep. Claude Pepper,

8 / Vintage Years 12

15 The Science of Aging Gerontologists arc still a
long way from understanding of the aging process. A
diet restricting calorie intake has increased life spans
of laboratory rodents. Will it work for humans?

NATION 18 Crazy to Compete "Competitiveness” is the buzz
word of the season, embraced by industry, unions,
Democrats, Republicans — the lot. But like other
things everyone agrees on, there may be less to the
idea of U.S. vulnerability than meets the eye

22 Justice for Children The late 1970s get-tough
approach to juvenile crime has yielded a mixed bag of
results. The trick is to convince kids that crime is a
bad idea. Thai's not as cu‘ v as it sounds.

24 Ringing Up Baby 'Hie Justice Department
recommends that the seven Bell telephone operating
companies — the Baby Bells — be given freer access
to the telecommunications marketplace. A federal

18 / The Economic Race judge and Congress may have other ideas.

26 Tho Outdoorsman Democratic presidential
aspirant Bruce Babbitt has a passion for sporting and a
reputation for political eclecticism.

28 Congressional Briefing

34 / Isolated Albanians

29 Government Briefing

WORLD 30 Boll Tolls for Beirut Now a bleak cityscapc of
bombed-out buildings inhabited by terrorists and
assorted militia, the Lebanese capital was once a
center of commerce and culture with a nightlife to
rival any world-class city’s. Beinit, alas, is dead.

32 Press Briefing

34 Tho Hermit Stato The communist government of
Albania, the poorest country in Europe, has pursued a
doctrine of self-sufficiency that has made for the
nation’s near-total isolation.

38 Intelligence Briefing
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SUMMARY: Forge', the Image of retirement as the desperate years.
People older than 65 constitute the nation's second-richest age group
and are Increasingly able to maintain preretlremont standards of
living. Despite this progress and a host of public and private programs,
the elderly remain vulnerable Intwo areas: dealing with catastrophic
lliness — a problem that Is spawning proposals for federal legislation
— and paying the bowildoring cost of long-term care In nursing homes.

ontrary to popular myth.
America’s senior citizens
are not as a general rule
eating dog lixxl in squal-
id apartments in declin-
ing. crime-ridden urban
neighborhoods as they
wp'™ for the Social Security check to anise.

In fact. Americans over 65 are the
second-richest age group in U.S. society.
Only those Americans in the next-oldest
age bracket, from 55 to 64, are better-off.
Ilie assets of the aged are now nearly twice
the median for the nation: 'lire median net
worth of their households in 1984 was
$60,266, while the median for all Ameri-
cans was $32,677.

And it is not just assets and home equity
that makes them wealthier. If one divides
household income by the number of mem-
bers in the household, the elderly earn
slightly more than the national average.
More significant, the elderly household in-
come is greater than that for households
headed by the youngest working Ameri-
cans, those under 25. Some economists say
this marks the reversal of a historical trend:
Workers traditionally have earned more
money than retirees.

While there are still disadvantaged peo-
ple among the elderly, those over 65 have
since 1982 reported a lower poverty rate
than the population us a whole and are
widening their advantage — another rever-
sal of historical trends.

Some elderly continue to save into re-
tirement ami do not reduce their assets,
liven il one removes home equity (the big-

gest slice of most Americans’ wealth), the
elderly had a median household net worth
of $18,790. The general population:
57,783.

lire Federal Reserve Board's Survey of
Consumer Finances for 1983 pinpoints the
sources of wealth for the elderly: More than
half have savings accounts, with a median
value of $2,400. Certificates of deposit are
held by 37 percent of elderly families, with
a median value of $20,(XX). Stock holdings
by 21 percent of the elderly have a median
value of $10,1XX), while money market ac-
counts, held by 18 percent, have a median
value of SI 1,000.

It appears that more of the elderly have
also achieved another important goal:
Those with Social Security and a pension
are more likely to maintain the standard of
living they could afford when they worked,
according to economist Hmily S. Andrews
of the Hmployee Benefit Research Insti-
tute. She estimates the total of all pension
and Social Security income paid to retirees,
government and private, to be $300 billion
a year.

Overall, the economist says, "it’s a tre-
mendous success story. We have succeeded
far more than we thought we would as a
society" since government and private ef-
forts sought to reduce the 35 percent pov-
erty levels among the elderly in the 1950s.

What all this means is that the traditional
"financial life cycle" of the elderly is being
altered. The pattern has been that wealth
peaks at the point at which people retire;
low expenses and high equity combine to
offer many [icople more financial freedom
than they have ever had, the kind of free-
dom that allows for retirement in the first
place. But traditionally, during the course
of retirement, that wealth has gradually
been spent on living costs and health care,
until a point at which most elderly people
have declined into poverty. That pattern is
now being broken lor many.

lire new self-sufficiency of the elderly
may be the best indicator of their condition.
More than 70 percent of the elderly live

New self-sufficiency for the elderly: “A
good reflection of economic well-being"

alone or with their spouse. "This isa good
reflection of economic well-being,"” says
political economist Bruce Jacobs of the
University of Rochester. He cites polls of
the aged by lam Harris in both 1974 and
1981 that report the elderly feel they are in
belter shape than the rest of the country
believes them to be.

llow can this be? A number of factors
reduce the cost of living for the eldcriy. lire
elderly have lower tax rates. Fldcrly house-
holds ure smaller than those of most work-
ing people: There are no children. Thus
they need less to meet basic needs. They
have no commuting costs, and clothing
requirements are greatly reduced. Most of
the 73 percent who own their homes have

INSIGHT / MARCH 2. I"X7



paid off the mortgages so they have no
monthly payment. Many of the others are
more likely to live in subsidized public
housing than the rest of the population.

The elderly are the primary beneficia-
ries of federal social spending. 'Hie portion
of the federal budget beneliting the aged
has risen from (>percent to 30 percent since
1% 0. according to Kiln Ricardo-Camphell
of the Hoover Institution. Rochester's Ja-
cobs calculates that the elderly received
more than 75 percent of the $450 billion in
social entitlements (those that are not
means-tested) in the 1986 lederal budget,
lie estimates total spending on the aged to
be about $350 billion, mow than the entire
defense budget, muiv than any other part
of the tederal budget.

How much retirement income is needed

iNsitarr makoi? mx?

to sustain a living standard? Paul R. West-
brook, a retirement planner with the New
Jersey-based Buck Consultants Inc., says a
retiree should have enough pension earn-
ings, interest and dividend income, and
Social Security to equal 64 percent of his
preretirement income. (This is often re-
ferred to as the replacement rate, the rate
at which retirement income replaces pre-
retirement income.)

Social Security alone usually cannot
maintain a retiree's standard of living.
Benefits average only 40 percent of the
replacement rale. 27 percent and less for
those whose incomes were at the ceiling
level for Social Security taxes. 'Hie average
new beneficiary today is paid $-167 a
month, or $5,604 a year. The highest pay-
ment for new beneficiaries is S792 a

month, $9,504 a year. The total income for
a working couple now retiring is closer to
S900 a month,

Part-time work, savings and pensions
can close the gap for those who want to
reach the replacement rate. Pensions are
the key. Andrews has calculated that 37
percent of retirees with families receive
pensions. The average benefit is 55,315 a
year, about $100 a week (these are the
projected benefits for those recently retired
and those about to retire, based on the
records of workers aged 55 to 61 in 1982).
When added to typical Social Security
earnings, these pensions nearly double the
average income of retirees. Andrews pre-
dicts eventually 7 1percent oftoday's young
workers will earn pension income when
they retire, (Others worry that savings rates
among the young may not be high enough
and job changes too frequent to provide the
giHxI incomes of current retirees.)

One reason retirees can live on less
money than the working population is that
they pay lower taxes. Social Security, the
base income for retirees, is not taxed for
most recipients (singles earning less than
$25,000 a year and couples erruing less
than S32.000 a year). For others, no more
than halfof the benefits are counted toward
total taxable income.

Data from an income survey of the Bu-
reau of the Census for 1984 reveals that
those over 65 had average household in-
comes of $18,279 — somewhat less than
the nation's uvcrage household income of
$27,464. But if that income is divided by
the number of household members, the
elderly are a little better-off than the na-
tional average per household member —
$10,316 to $10,207.

Average per capita househo d income
for those over 65 is higher than for all those
under 45 — those most likely to have chil-
dren and, thus, more people per household.
For example, per capita income tor the 35
to 44 age group was $9,616, wl ile for the
25 to 34 group it was $9,147.

These data show that the distiibution of
wealth and income has changed dramati-
cally since Social Security was created in
1935, according to Rita Ricanlo-Camp-
hcll. In those days the aged earned far less
than working heads of households. Today
"more than half of all adults are paying
more in Social Security taxes than in per-
sonal income tax," she says. These lower



incomes for young workers require boih
spouses lo work, including 70 percent of
women in their childbearing years.

All is not rosy for America’s elderly.
Ricardo-Campbell found those over 85 "are
still the poorest in society” The American
Association of Retired Persons is con-
cerned about those who are near poverty.
“More than one in live of the elderly,"” says
the association’s Judy Shub, "are near or
below the poverty line."

In 1985. the poverty level for the 55-
and-oldcr group as a whole was lower than
the national level: The national poverty rate
was 14 percent but only 12 6 percent for
those 65 and older. But since 8.3 percent
of the elderly are also officially classified
as "near poverty," that brings the total near
or below the poverty line to 20.9 percent,
compared with 18.7 percent for the nation.

This elderly poverty, however, may be
overstated by official data, according to
many economists, because it does not in-
clude a whole range of government benefits
and other mitigating factors. If their market
value were considered part of income, ben-
efits such as food stamps and public hous-
ing would lower the poverty rate for the
elderly to 10.7 percent (and the nation's
rate to 12.5 percent), according to June
O ’Neill of the U.S. Commission on Civil
Rights, And ifthe market value ofall medi-

lderl
oungest

Average Income ot

Households In 1984

Lcisure time for those at retirement communities in Maryland (left) and Florida

cal benefits given to the elderly are added,
she says, the poverty rate for those over 65
could bo as low as 2.9 percent (and 9.1
percent for the nation).

Tho elderly may actually be earning
more than they report. There’s a "strong
likelihood" that some elderly people do not
report their full income to the Internal Rev-
enue Service, presumably because (hey
fear it may endanger their Social Security
earnings, says Robert J. Myers, former ex-
ecutive director of the National Commis-
sion on Social Security Reform.

Myers cites a report by Mindy Upp in
the January 1983 Social Security Bulletin
which laimed that Social Security and IRS
data indicate the elderly were earning more
than they (old the Bureau of the Census in
its surveys, The income was underreported
by more than 4 1percent, the report claims.

Ou earqIeS

J Ago 0l Head Household Income per  \- [\
ot Household Income Membitr \ e 7WJ.
15to 24 $10,044 $7,151 v [V
25to 34 26.176 9.147
35to 44 33.309 9.646 /
45 to 54 36.003 11.43' 1
55 to 54 30.516 12 006 1
65 and ovor 18.270 10.316
National Aveiago $27,464 $10,207
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The Census Bureau estimates that the gen-
eral population underreports its income to
the bureau by about 10 percent.

The elderly who did not work long
enough to cam a reasonable Social Security
benefit are for the most part covered by
Supplemental Security Income and Med-
icaid (a means-tested benefit, unlike Medi-
care). This leaves two major problem areas:
catastrophic illnesses and long-term health
care in nursing homes.

Ofthe two, the more threatening is long-
term health care. Very few older Americans
can afford any protracted stay in a nursing
facility, primarily because they are not in-
sured for it. Many people believe that such
stays are covered by Medicare. They aren't,
except in some very narrowly defined
cases. “The threat of impoverishment is
high for those facing either a long-term
health problem or nursing home stay," says
Marion Bin Lcwin, a health care analyst for
the American enterprise Institute. Since
nursing home care costs about S30.0CX) a
year, it can quickly deplete the net wealth
of most of the aged.

A recent study by the Harvard Medical
School has discovered the stark reality that
faces the uninsured. Surveying those 75
and older who lived alone in Massachu-
setts, the researchers lound that 46 percent
of them would be reduced to poverty after
13 weeks in a nursing home. At the end of
two years, 80 percent to 90 percent would
be in the metaphorical pmrhousc.

Some elderly Americans have been
forced deliberately to pauperize themselves
to qualify lor Medicaid. Peter J. lvmini,
an adjunct scholar with the Cato Institute,
estimates that 1.(XX) patients a year exhaust
their insurance and then begin the process
of spending their assets, According to the
Health Cure Financing Administration,
halfofall Medicaid spending goes for those
who went into a nursing home with some
financial resources but later spent their as-
sets down to poverty and became qualified
for Medicaid.

These expenses arc not currently in-
curred at all for 80 percent of the old and

ivsirrm mvumm mo



High cost means few of the aged can afford any lengthy stay in a nursing home.

infirm, Ixicause they arc Fieing cared for at
home by relatives and friend*, according to
lilue Cross and Blue Shield Association
spokesman Charlotte Crenson. Or. increas-
ingly, the neeil can bo covered by private
insurance. A lew years ago, very few com-
mercial insurance companies offered long-
term health care insurance; today there are
30 to -t() companies. Insurance companies
have discovered that add' ig at-home health
care and nursing home day care to their
“nursing home" policies encourages work-
ing people to sign up lor the policies.

[ravclers Insurance Cos. is
one ofthe latest insurers to
join the list of those otter-
ing this kind of policy. It
will introduce its first
long-tcnn health care poli-
cies in the coming weeks

as an employee-paid benefit at companies
that cany its group health policies. Workers
will also be able to sign up their parents.
The monthly premium is $10 for workers
in their late 4()s but rises to S150 for those
75 years old,

Benefits will include $50 a day liir nurs-
ing home care or $25 lor day care only at
anursing facility. The policy will also cover
visits of nurses, therapists or home health
aides who help the inlimi perform such
tasks as bat.nng. eating anil dressing. It has
a maximum lifetime benefit of $75,000.

In some respects, the maximum (xiten-
tial costs for the worst cases of extended
nursing home care may > "an uninsurablc
risk," according to Myers, for this reason
such insurers us Blue Cross and Blue
Shield have approached the market cau-
tiously. They do not want to encourage
those already caring lor the aged infirm to
dump them in nursing homes.

Hie unmet need in the field of cata-
strophic health insurance is much more
manageable, but the debate is more heated,
lefrara helps clarity the issue by defining
the unmet need lairly precisely. He es-
timates that 70 percent of the elderly are m
large pan covered tor catastrophic ill-

M1 o* il o i»iv*

nesses through "medigap"” policies that
cover most of the medical costs not covered
by Medicare. Medicare Pan A (hospital
costs) is taken from Social Security as a
paid-up benefit at retirement. Medicare
Part B (doctor bills or Supplemental Medi-
cal Insurance) is optional and costs $17.90
a month. Most retired people pay the pre-
mium.

This leaves 30 percent of the population
outside Medicare and medigap policies,
Half of those are covered by Medicaid.
Iliat leaves about 15 percent of the elderly
population noi covered. These are the peo-
ple who need assistance, according to Ber-
nard R. Tresnowski, president of the Blue
Cross and Blue Shield Association. He
identifies them as "individuals and families
with incomes too low to enable them to
atlord private coverage but too high to lie
eligible lor Medicaid."

President Reagan has brought the issue
of catastrophic health insurance before the
nation in lus last two State of the Union
addresses. Ile asked the secretary of health
and human services, Otis R. Bowen, to
make a proposal fora government program.

Bowen recommended federal insur-
ance. to cost retirees less than $5 a month.
Reagan endorsed Bowen's pro|x>sal Feb.
12, despite opposition within the admin-
istration. Observers had expected the pres-
ident to oiler a plan that would keep private
insurance efforts intact.

Age and Poverty

Population Poor by  Poor by

In Curronl "Market
Ag Thousands Standard Value™*
Undor 6 21,631 23 0% 16 2%
6lo 17 41,245 19 5% 12 5*,
ID to 24 27,112 16 5% 13 t%
?5lo44 74,560 10 6% 7 6%
45 to 64 44,723 9 5% 6 5%
65 or older 27.322 12.6% 2,9%
Total 236.594 140%*/. 9 1%

* A<M» M «r«inonc«h lood howling and m«<Xal
BoodMi SOURCE: U S Buio.uolttnC.riiui IMS

Tresnowski, a member of Bowen’s task
force on such insurance, objects to the fact
(hat the plan would nationalize the entire
private insurance market for catastrophic
illnesses just to meet the needs of a small
segment of the elderly population.

lie and others fear this could open the
door for Congress eventually to cover all
long-term health care (including nursing
home stays) before the private market can
grow to meet most of that need. Ilaving the
government pay all long-term health care
not covered by current insurance, Ferrara
says, would probably increase the present
$20 hillion a year spent by the federal gov-
ernment to as much as $50 billion.

Since Medicare trust funds may be de-
pleted as early as the 1990s to meet pro-
jected needs, placing any additional strains
on the system would lie problematic. But
some congressional liberals call the presi-
dent’s plan inadequate: Rep. Claude Pep-
per, a F-lorida Democrat, said it failed to
address the more serious issue of nursing
home care.

Marion Ixwin thinks the government
might avoid nationalizing insurance cover-
age hy providing a voucher or subsidy for
private medigap insurance for those who
¢< itafford it. This could very well fore-
stall an enormous new burden on the fed-
eral budget and younger workers at a lime
when neither can alford it.

So far, the U.S. public has not balked ut
expanding programs for the elderly. Since
Social Security is viewed as an insurance
program, people "feel they paid for it be-
cause they contributed to it," says Jacobs.
But “what they are getting back today in
the form of Social Security and other bene-
fits is iKtvveen twxi and three times as much
as what their contributions could have
earned if they had been invested in the
private sector." 11c says today’s workers arc
paying for this income transfer with lower
net earnings.

These social costs will almost certainly
bo exacerbated by any expensive new pro-
gram of government-sponsored catastroph-
ic health insurance, particularly at a time
when some younger workers are less well-
off than those they will be sup|x>ning.

Jacobs thinks it is lime to ask a few
pointed questions about all the government
spending on the elderly: "Is it enough? Is
it tixi much? If wc spend so much, why do
we still have some very jxxir? Why do we
still have some who can't pay their medical
hills?" Hie government. Fie believes, lias
simply failed to “target the money to tlic
people who need it most.”

— Robert England
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TO: Senator Tim Kelly, Chair
Members of the Senate Labor and Commerce Committee

FROM: Scott A. Burgess, Executive Director
DATE: April 29, 1988

SUBJECT: HB 45 - Alaska Bidder and Product Preferences

The AML opposes CS for HB 45 _.Finance) and any proposed CS which includes

municipalities in the requirements to give preferences. While the AML
supports local hire and Alaska products, it cannot support a state mandate
that potentially increases the cost of doing business. The AML requests

that the bill not pass or that the language including municipalities be
deleted. As introduced, HB 45 did not apply to municipalities.

Municipalities have suffered significant reductions in federal and state
financial assistance while at the same time they have experienced
population growth and increased responsibilities 1i.e. costs. Federal and
state governments have told municipalities to do more with less and yet
this proposed legislation could potentially increase the cost of products
and services from one percent to seventeen percent or higher, not
including the cost of administration and potential liability.

Alaska municipalities support local  hire, local businesses and local
products. To that end, several municipalities have local preferences for
purchases and hiring within the municipality. These true "local™ hire
ordinances have more successfully withstood court challenges nationwide
than state preferences. In addition, they benefit the specific
municipality more than general Alaska preferences. A product purchased or

contractor hired from one municipality does not do another Alaskan
community as much good a; when that product or contractor is purchased or
hired locally. The proposed legislation provides “or no exclusion or
credit for local preferences.

Another major problem 1is the cumulative nature of the preferences. The
existing preferences and the ones added and extended by HB 45 would be
cumulative!l It is unclear but, presumably, these preferences would also
be added to local preferences. These provisions could result in
significantly higher costs. At some point, the benefits of Alaska hire or
preferences exceed the benefits of providing services and products at the
lowest cost to the taxpayer, and competition in the free marketplace.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



Senate Labor and Commerce Committee re HB 45
April 29, 1988
Page 2

The Jlegislation also extends preferences to municipal entitlement monies

and capital funds which have traditionally been disbursed to
municipalities without "strings" to be spent by communities on
locally-determined priorities. The legislation also will result in more

complicated purchasing procedures and adds Jliability language for not
granting the preferences.

Again, under the provisions for maximum Jlocal <control 1in the Alaska
Constitution and the potential for increased costs for municipalities 1in
the face of declining federal and state assistance, the AML opposes CSHB
45 (Finance) and, specifically, 1its expansion of preferences and their
application to municipalities. Thank you.
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5-0307P
Bannister
A/29/88

Original sponsors: Donley, Grussendorf,
Gruenberg, et al.

BY THE LABOR AND

IN THE HOUSE COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 45 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an Alaska business bidder prefer-
ence, an Alaska products preference, and to procure—
ment involving state money; and providing for an
effective date.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that due
to the state®s noncontiguous geographic location and unique climate, busi—
ness dealings with non-Alaskan firms produce administrative expenses not
commonly 1incurred in business dealings with resident businesses.

(b) The purpose of the Alaska business bidder preference when t
state acts as a market participant is to reduce state administrative costs,
strengthen the state®"s tax and revenue base, encourage local industry,
reduce the social 1ills created by unemployment and an unstable economy, and
to strengthen and stabilize the state®s economy".

* Sec. 2. AS 36.15.050(e) 1is amended to read:

(e) An interested party f, AS DEFINED IN AS 36.30.699,] may seek
administrative or judicial review of the award of a contract in viola—
tion of this section and may recover damages and seek other remedies
provided by law for the violation of this section, except that the
party may not recover lost profits.

* Sec. 3. AS 36.15.050(g) is amended to read:

(9 In this section,

D "agricultural products” includes, but is not |
to, dairy produ ts, timber and Jlumber harvested 1in the state and

SCS CSHB 45 (L&C)
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products manufactured 1in the state from timber and lumber that has
been harvested in the state;

(2) "interested party" has the meaning given in AS 36.30.-
699;

3) "state money"” includes state grants and reimbursement
to municipalities® [AND] school districts, and other entities for
school or related <construction, foundation funding for education,
municipal assistance, revenue sharing, and state funds for capital
projects.

Sec. 4. AS 36.30.170(b) 1is repealed and reenacted to read:

(b) When awarding a contract based on solicited bids, the pro—
curement officer shall determine the lowest responsible and responsive
bidder after applying the preference applicable to the bid under
AS 36.30.322 - 36.30.338 and after applying the following preference
to the bid of each Alaska bidder:

(&D) one percent, when the Jlowest nonresident bidder®s bid
is 210,000,000 or more;

(2) two percent, when the lowest nonresident bidder®s bid
is more than $500,000 and less than $10,000,000;

(3) five percent, when the lowest nonresident bidder®*s bid
is more than $100,000 and $500,000 or less; or

(4) 10 percent, when the lowest nonresident bidder®s bid 1is
$100,000 or less.

Sec. 5. AS 36.30.170(c) 1is amended to read:

(c) Notwithstanding (b) of this section, if [IF] a bidder qual—
ifies under (e) [(b)] of this section as an Alaska bidder, 1is offering
services through an employment program as defined under AS 36.30.-
100(c), and 1is the 1lowest responsible and responsive bidder after

receiving a 10 percent preference [WITH A BID THAT IS NOT MORE THAN 10
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PERCENT HIGHER THAN THE LOWEST BID OF A NONRESIDENT1 , the procurement
officer shall award the contract to that bidder.
Sec. 6. AS 36.30.170 is amended by adding a new subsection to read:

(e) In this section, "Alaska bidder™ means a person who

D holds a current Alaska business license;

(2 does more than $1,000,000 worth of annual business in
the state or performs more than 50 percent of the person®s annual
business in the state, whichever 1is less;

(3) has maintained a permanent place of business in the
state staffed by the bidder or an employee of the bidder for aperiod
of six months immediately preceding the date cf the bid;

(A) submits a bid for goods or services under the name that
appears on the person®s currentAlaska business license;

(5) is incorporated or qualified to do business under the
laws of the state, 1is a sole proprietorship and the proprietor 1is a
resident of the state, or is a partnership anc all partners are resi—
dents of the state;

o0)if a joint venture, 1is composed entirely of personswho
qgualify under (1) - (5) of this subsection; and

@) is an Alaska domestic 1insurer, if the contract 1is
insurance-related and the procurement 1is based on solicited bids.

Sec. 7. AS 36.30.250(b) 1is amended to read:

(b) In determining whether a proposal 1is advantageous to the
state, the procurement officer shall take 1intc account, 1in accordance
with regulations of the commissioner, whether the offeror qualifies as
an Alaska bidder under AS 36.30.170(e) (AS 36.30.170(b)] or is offer—
ing the services of an employment program as defined 1in AS 36.30,
100(c).

Sec. 8. AS 36.30.850(e) 1in amended to read:
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(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to
all [INSURANCE] ~contracts 1involving state monev, including state
grants and reimbursement to municipalities, school districts, and
other entities for school or related construction, foundation funding
for education, municipal assistance, revenue sharing, and state funds
for capital projects.

* Sec. 9. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the evaluation
of a bid or proposal, if a contractor qualifies for an Alaska bidder
preference under AS 36.30.170(b) or (¢) and 1is also entitled to an
Alaska products preference under AS 36.30.328 for a contract, the
procurement officer shall for the purpose of evaluation decrease the
bid or proposal price bv the total of the two applicable percentage
preferences.

* Sec. 10. AS 36.30.900 is amended to read:

Sec. 36.30.900. PREFERENCE FOR ALASKA PRODUCTS. This chapter
does not modify AS 36.15.010 and 36.15.020 regarding preference for
Alaska forest products, or AS 36.15.050 and 36.15.060” regarding
preference for Alaska agricultural and fisheries products [, EXCEPT AS
PROVIDED IN AS 36.30.170(b) ANT (c)]-

* Sec. 11. AS 36.30.170(d) 1is repealed.

* Sec. 12. This Act takes effect January 1, 1989.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 27, 1988

SUBJECT: Constitutional ramifications of draft
SCS CSHB 45 (L&C)

TO: Senator Tim Kelly, Chair
Senate Labor & Commerce Committee

FROM: Theresa L. Bannister
Legislative Counsel

This memo accompanies the draft that you requested for
SCS CSHB 45(L&C).

Please be aware that the Alaska bidder preference provisions
of the draft raise federal and state constitutional
questions. These questions are not raised initially by any
change that you have requested in this draft. The problems
are based on the federal privileges and immunities clause of
the federal constitution and on the equal protection clauses
of the state and federal constitutions. Since you are
probably very much aware of the nature of these problems, 1
will not discuss them further in this memo. However, if you
wish additional information, please advise.

In sec. 8 on page 3 at line 10, you may wish to consider
replacing the word "involving” with "financed entirely or
partially by". The purpose of this change would be to elim—
inate the interpretive problems that could arise with "in—
volving". The AG®"s office noticed the problem and suggested
"financed". IT you wish to make the change, please advise.

IT 1 may be of further assistance, please advise.
Enclosure

TLB:gc
WKG3:042
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5-0307P

Bannister
4/28/83

Original sponsors: Donley, Grussendorf,
Gruenberg, et al.

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 45 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an Alaska business bidder prefer—
ence, an Alaska products preference, and to procure—
ment 1involving state money."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that due
to the state®s noncontiguous geographic location and unique climate, busi—
ness dealings with non-Alaskan firms produce administrative expenses not
commonly 1incurred in business dealings with resident businesses.

(b) The purpose of the Alaska business bidder preference when
state acts as a market participant is to reduce state administrative costs,
strengthen the state"s tax and revenue base, encourage local industry,
reduce the social ills created by unemployment and an unstable economy, and
to strengthen and stabilize the state"s economy.

* Sec. 2. AS 36.15.050(e) 1is amended to read:

() An interested party (, AS DEFINED IN AS 36.30.699,] may seek
administrative or judicial review of the award of a contract in viola—
tion of this section and may recover damages and seek otherremedies
provided by law for theviolation of this section, except that the
party may not recover lost profits.

* Sec. 3. AS 36.15.050(g) is amended to read:

(g) In this section,

D "agricultural products” includes, but 1is not

to, dairy products, timber and Jlumber harvested 1in the state and

products manufactured 1inthe state from timber and lumber that has

-1- SCS CSHB 45(L&C)
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been harvested in the state;

(2) "interested party™ has the meaning Riven in AS 36.30.-
699;

3) "state money"™ includes state grants and reimbursement
to municipalities™ [AND] school districts, and other entities for
school or related construction, foundationfunding for -education,
municipal assistance, revenue sharing, and state fun” for capital
projects.

Sec. 4. AS 36.30.170(b) 1is repealed and reenacted to read:

(b) When awarding a contract based on solicited bids, the pro—
curement officer shall determine the lowest responsible and responsive
bidder after applying the preference applicable to the bid under
AS 36.30.322 - 36.30.338 and after applying the following preference
to the bid of each Alaska bidder:

(1) one percent, when the lowest nonresident bidder"s bid
is $10,000,000 or more;

(2) two percent, when the Jlowest nonresident bidder*s bid
is more than $500,000 and less than $10,000,000;

(3) five percent, when the lowest nonresident bidder®s bid
is more than $100,000 and $500,000 or less; cr

(4) 10 percent, when the lowest nonresident bidder®s bid is
$100,000 or less.

Sec. 5. AS 36.30.170(c) 1is amended to read:

(c) Notwithstanding (b) of this section, if [IF] a bidder qual—
ifies under (e) [(b)] of this section as an Alaska bidder, 1is offering
services through an employment program as defined under AS 36.30.-
100(c), and 1is the Ilowest responsible and responsive bidder after
receiving a 10 percent preference [WITH A BID THAT IS NOT MORE THAN 10

PERCENT HIGHER THAN THE LOWEST BID OF A NONRESIDENT], the procurement

SCS CSHB 45(L&C) -2-
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officer shall award the contract to that bidder.
Sec. 6. AS 36.30.170 is amended by adding a new subsection to read:

(e) In this section, "Alaska bidder”™ means a person who

(1) holds a current Alaska business license;

(2) does more than $1,000,000 worth of annual business in
the state or performs more than 50 percent of the person®s annual
business in the state, whichever 1is less;

(3) has maintained a permanent place of business 1in the
statestaffed by the bidder or an employee of the bidder for a period
of six months immediately preceding the date of the bid;

(4) submits a bid for goods or services under the name that
appears on the person®s currentAlaska business license;

(5) 1is incorporated or qualified to do business under the
laws of the state, :s a sole proprietorship and the proprietor 1is a
resident of the state, or is a partnership and all partners are resi—
dents of the state;

(6)if a joint venture, is composed entirely of persons who
qualify under (1) - (5) of this subsection; and

a is an Alaska domestic insurer, if the contract is
insurance-related and the procurement is based on solicited bids.

Sec. 7. AS 36.30.250(b) 1is amended to read:

(b) In determining whether a proposal is advantageous to the
state, the procurement officer shall take 1into account, 1in accordance
with regulations of the commissioner, whether the offeror qualifies as
an Alaska bidder under AS 36.30.170(e) [AS 36.30.170(b)] or is offer—
ing the services of an employment program as defined 1in AS 36.30.-
100(c).

Sec. 8. AS 36.30.850(e) 1is amended to read:
(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

-3- SCS CSHB 45 (L&C)
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all [INSURANCE] <contracts 1involving state money, including state
grants and reimbursement to municipalities, school districts, and
other entities for school or related construction, foundation funding
for education, municipal assistance, revenue sharing, and state funds
for capital projects.

Sec. 9. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the evaluation
of a bid or proposal, if a contractor qualifies for an Alaska bidder
preference under AS 36.30.170(b) or (¢) and is also entitled to an
Alaska products preference under AS 36.30.328 for a contract, the
procurement officer shall for the purpose of evaluation decrease the
bid or proposal price by the total of the two applicable percentage
preferences.

Sec. 10. AS 36.30.900 1is amended to read:

Sec. 36.30.900. PREFERENCE FOR ALASKA PRODUCTS. This chapter
does not modify AS 36.15.01< and 36.15.020 regarding preference for
Alaska forest products, or AS 36.15.050 and 36.15.060” regarding
preference for Alaska agricultural and fisheries products [, EXCEPT AS

PROVIDED IN AS 36.30.170(b) AND (c)].

* Sec. 11. AS 36.30.170(d) 1is repealed.

SCS CSHB 45(L&C) “A-



5-0307P

Bannister
4/28/88

Original sponsors: Donley, Grussendorf,
Gruenberg, et al.

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 45 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an Alaska business bidder prefer—
ence, an Alaska products preference, and to procure—
ment involving state money.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that due
to the state®s noncontiguous geographic location and unique climate, busi—
ness dealings with non-Alaskan firms produce administrative expenses not
commc..ly incurred in business dealings with resident businesses.

(b) The purpose of the Alaska business bidder preference when
state acts as a market participant is to reduce state administrative costs,
strengthen the state®s tax and revenue base encourage Jlocal industry,
reduce the social ills created by unemployment and an unstable economy, and
to strengthen and stabilize the state®"s economy.

* Sec. 2. AS 36.15.050(e) 1is amended to read:

(e) An interested party [, AS DEFINED IN AS 36.30.699,] may seek
administrative or judicial review of the ~ward of a contract in viola—
tion of this section and may recover damages and seek other remedies
provided by law for the violation of this section, except: that the
party may not recover lost profits.

* Sec. 3. AS 36.15.050(g) 1is amended to read:

(g) In this section,

(&) "agricultural products” includes, but 1is not

to, dairy products, timber and lumber harvested 1in the state and

products manufactured 1in the state from timber and Jlumber that has

~1- SCS CSHB 45(L&C)
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been harvested in the state;

(2) "interested party®™ has the meaning given in AS 36.30.-
699;

3) "state money"™ includes state grants and reimbursement
to municipalities™ [AND] school districts, and other entities for
school or related <construction, foundation funding for education,
municipal assistance, revenue sharing, and state funds for capital
projects.

Sec. 4. AS 36.30.170(b) 1is repealed and reenacted to read:

(b) When awarding a contract based on solicited bids, the pro—
curement officer shell determine the lowest responsible and responsive
bidder after applying the preference applicable to the bid under
AS 36.30.322 - 36.30.338 and after applying the following preference
to the bid of each Alaska bidder:

(¢H) one percent, vhen the lowest nonresident bidder®"s bid
is $10,000,000 or more;

(2) two percent, when the lowest nonresident bidder®s bid
is more than $500,000 and less than $10,000,000;

(3) five percent, when the Ilowest nonresident bidder®s bid
is more than $100,000 and $500,000 or less; cr

(4) 10 percent, when the lowest nonresident bidder"s bid 1is
$100,000 or less.

Sec. 5. AS 36.30.170(c) is amended to read:

(c) Notwithstanding (b) of this section, 1if [IF] a bidder qual—
ifies under (e) [(b)] of thissectionas an Alaska bidder, 1is offering
services through an employment program as defined under AS 36.30.-
100(c), and 1is the lowest responsible and responsive bidder after
receiving a 10 percent preference [WITH A BID THAT IS NOT MORE THAN 10

PERCENT HIGHER THAN THE LOWEST BID OF A NONRESIDENT], the procurement

SCS CSHB 45(L&C) -2-



officer shall award the contract to that bidder.
Sec. 6. AS 36.30.170 is amended by adding a new subsection to read:

(e) In this section, "Alaska bidder"” means a person who

(1) holds a current Alaska business license;

(2) does more than $1,000,000 worth of annual business in
the stateor performs more than 50 percent of the person®s annual
business in the state, whichever is less;

(3) has maintained a permanent place of business 1in the
statestaffed by the bidder or an employee of the bidder for a period
of six months immediately preceding the date of the bid;

(4) submits a bid for goods or services under the name that
appearson the person®s current Alaska business license;

(5) 1is incorporated or qualified to do business under the
laws of the state, 1is a sole proprietorship and the proprietor is a
resident of the state, or is a partnership and all partners are resi—
dents of the state;

(6) if a joint venture, 1is composed entirely of personswho
qgualify under (1) - (5 of this subsection; and

(7) is an Alaska domestic insurer, if the contract 1is
insurance-related and the procurement 1is based on solicited bids.

Sec. 7.AS 36.30.250(b) 1is amended to read:

(b)) In determining whether a proposal 1is advantageous to the
state, the procurement officer shall take into account, in accordance
with regulations of the commissioner, whether the offeror qualifies as
an Alaska bidder under AS 36.30.170(e) [AS 36.30.170(b)] or is offer—
ing the services of an employment program as defined 1in AS 36.30.-

100(c).

* Sec. 8. AS 36.30.850(e) is amended to read:

(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

-3- SCS CSHB 45(L&C)
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all [INSURANCE] contracts involving state money, including state
grants and reimbursement to municipalities, school districts, and
other entities for school or related construction, foundation funding
for education, municipal assistance, revenue sharing, and state funds
for capital projects.

Sec. 9. AS 36.30 is amended by adding a ne . section to road:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the evaluation
of a bid or proposal, if a contractor qualifies for an Alaska bidder
preference under AS 36.30.170(b) or (¢) and 1is also entitled to an
Alaska products preference under AS 36.30.328 for a contract, the
procurement officer shall for the purpose of evaluation decrease the
bid or proposal price by the total of the two applicable percentage
preferences.

Sec. 10. AS 36.30.900 1is amended to read:

Sec. 36.30.900. PREFERENCE FOR ALASKA PRODUCTS. This chapter
does not modify AS 36.15.010 and 36.15.020 regarding preference for
Alaska forest products, or AS 36.15.050 and 36.15.060" regarding
preference for Alaska agricultural and fisheries products [, EXCEPT AS

PROVIDED IN AS 36.30.170(b) AND (c)].

* Sec. 11. AS 36.30.170(d) 1is repealed.

SCS CSHB A5 (L&C)



<e“1P | P F STEVE COWPER, GOVERNOR

b u m idp
DEPARTMENT OF ADMINISTRATION P.O. BOX C

JUNEAU. ALASKA 99811-0200

PHONE: (907) *>65-2200
OFFICE OF THE COMMISSIONER

April 25, 1988

Honorable Tim Kelly

Chairman of the Senate

Labor and Commerce Committee
P.0. Box V

Juneau, AK 99811

Dear Senator Kelly:

After review of CS HB45 (Finance) | wish to suggest certain
changes which I believe will make the Alaskan bidders preference
evaluation process easier to apply. I would also like to bring

your attention to a concern | have regarding the inclusion of
language relating to recoverable damages.

Our suggested changes to AS 36.30.170(b) (Section 4 of the bill)
will clarify the application of the preferences, and insure that
it does not result in the award of a bid to a higher Alaskan bid
over a lower Alaskan bid.

The proposed change to AS 36.30.170(c) (Section 5 of the bill)
clarifies that the 10% preference for qualifying employment
programs is a 10% deduction percentage preference.

The change proposed to AS 36.30.895 (Section 9 of the bill) 1is to
add the phrase, "for the purpose of evaluation™ which makes it
clear that the evaluation of bids is based on the preference, but
the actual contract price is based on the bid.

Finally, 1 believe that Section 2 of the bill which adds the
phrase, ™"and may recover damages and such other remedies provided
by law for violation of this section™ will contribute to claims
against the State beyond bid preparatic i costs. In King v.

Alaska State Housing Authority, 633 P.2d 256 (Alaska 1981), the
courts have held that a bidder would only be entitled to bid
preparation costs if a contract were wrongfully awarded. This
language could be interpreted by the courts to mean that a bidder
would also be entitled to lost profits. The States potential
liability could increase substantially if Section 2 is retained
in the bill.



Senator Tim Kelly -2- April 25, 1988

Should you have any further questions, please contact me or Bob
Link, Director of General Services and Supply.

Sincerely,

John M. Andrews
Commissioner

JKA:DP:gh
Attachment



* Sec. 4. AS 36.30.170(b) 1is repealed and reenacted to read:

(b) The procurement officer shall award a contract based on
solicited bids to the lowest responsible and responsive
Alaska bidder if the bid, after receiving a preference
applicable to the bid under AS 36.30.322 - 36.30.338 [IS NOT

MORE THAN] of;

(1) one percent [HIGHER THAN] when the lowest
nonresident bidder*s offer [AND THE CONTRACT] is $10,000,000 or
more;

(2) two percent [HIGHER THAN] when the lowest
nonresident bidder®s offer [AND THE CONTRACT] 1is more than
$500,000 and less than $10,000,000;

(3 five percent [HIGHER THAN] when the lowest nonresident
bidder*s offer [AND THE CONTRACT] is more than $100,000 and

$500,000 or less; or
(49 10 percent [HIGHER THAN] when the lowest nonresident

bidder®s offer [AND THE CONTRACT] is $100,000 or less.

Not withstanding the above, the preferences may not be
applied to reduce the evaluation price of one Alaskan bidder
below that of another Alaskan bidder whose bid before application

of the preferences would be lower than the first bidder"s.

* Sec. 5 AS 36.30.170(c) 1is amended to read:

19/11K1/0314-03/1



©) Notwithstanding (b) of this section, if [IF] a bidder
gualifies under (e) [(b)] of this section as an Alaska bidder, 1is
offering services through an employment program as defined under
AS 36.30.100(c), and is the lowest responsible and responsive
bidder [WITH A BID THAT 1S NOT MORE THAN 10 PERCENT HIGHER THAN
THE LOWEST BID OF A NONRESIDENT] after receiving a 10 percent
preference, the procurement officer shall award the contract to

that bidder.

* Sec. 9. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the
evaluation of a bid or proposal, if a contractor qualifies as an
Alaska bidder under AS 36.30.170(e) and is also entitled to an
Alaska products preference under AS 36.30.328 for a contract, the
procurement officer shall decrease the bid or proposal price by
the total of the twc applicable percentages [.] for the purpose

of evaluation.

19/11K1/70314-03/72
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Offered: 3/9/88 5-0307X
Referred: Rules

Original sponsors: Tonley, Grussendorf,
Gruenberg, et al.

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 45 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to an Alaska business bidder prefer-
ence, an Alaska products preference, and to procure-
ment involving state money*, and providing for an
effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that due
to the state"s noncontiguous geographic location and unique climate, busi-
ness dealings with non-Alaskan firms produce administrative expenses not
commonly 1incurred in business dealings with resident businesses.

(b) The purpose of the Alaska business bidder preference when the
state acts as a market participant is to reduce state administrative costs,
strengthen the state®"s tax and revenue base, encourage Jlocal industry,
reduce the social ills created by unemployment and a depressed economy, and
to strengthen and stabilize the state®s economy.

* Sec. 2. AS 36.15.050(e) 1is amended to read:

(e) An interested party [, AS DEFINED IN AS 36.30.699,] may seek
administrative or judicial review of the award of a contract 1in viola-
tion of this section and may recover damages and seek other remedies
provided by law for the violation of this section.

* See. 3. AS 36.15.050(g) 1is amended to read:

(@ In this section,

(1) "agricultural products” includes, but 1is not limited
to, dairy products, timber and [lumber harvested 1in the state and

products manufactured in the state from timber and lumber that has

HBG045C *1- CSHB 45 (Fin)
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been harvested in the state;

(2) "interested party"™ has the meaning Riven in AS 36.30.-
699;

(3) ‘"state money"™ 1includes state grants ard reimbursement
to municipalities”™ [AND] school districts, and other entities for
school or related construction, foundation funding for education,
municipal assistance, revenue sharing, and state funds for capital
projects.

Sec. A. AS 36.30.170(b) 1is repealed and reenacted to read:

(b) The procurement officer shall award a contract based on
solicited bids to the lowest responsible and responsive Alaska bidder
if the bid, after receiving a preference applicable to the bid under
AS 36.30.322 - 36.30.338, s not more than

(1) one percent higherA%hanAthe lowest nonresident bidder
and the contract is $10,000,000 or more;

(2) two percent higher than the Ilowest nonresident bidder ™
and the contract is more than $500,000 and less than $10,000,000;

(3) five percent higher than the Jlowest nonresident bid*
der®s and the contract is more than $100,000 and $500,000 c*r less; or

(A) 10 percent higher than the lowest nonresident bidder-"s
and the contract is $100,000 or less.

Sec. 5. AS 36.30.170(c) is amended to read:

(c) Notwithstanding (b) of this section, if [IF] a bidder qual-
ifics under Jej [(b)] of this section as an Alaska bidder, 1is offering
services through an employment program as defined under AS 36.30.*
100(c), and 1is the Ilowest responsible and responsive bidder with a bid
that 1is not more than 10 percent higher than the Jlowest bid of a
nonresident, the procurement officer shall award the contract to that

bidder.

CSHB A5(Fm) -2%* HBOOASC
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*Sec. 6. AS 36.30.170 is amended by adding a new subsection to read:

(e) In this section, "Alaska bidder™ means a person who

(1) holds a current Alaska business license;

(2) does more than $1,000,000 worth of annual business in
the state or performs more than 50 percent of the person®s annual
business in the state, whichever is less;

(3) has maintained a permanent place of business in the
state staffed by the bidder or an employee of the bidder for a period
of six months immediately preceding the date of the bid;

(A) submits a bid for goods or services under the name that
appears on the person™ current Alaska business license;

) is incorporated or qualified to do business under the
laws of the state, 1is a sole proprietorship and the proprietor 1is a
resident of the state.-, or is a partnership and all partners are resi-
dents of the state;

(6) if a joint venture, 1is composed entirely of persons who
qualify under (1) - (5) of this subsection; and

) is an Alaska domestic insurer, if the contract is
insurance*related and the procurement 1is based on solicited bids.

*Sec. 7. AS 36.30.250(b) is amended to read:

(b) In determining whether a proposal i3 advantageous to the
state, the procurement officer shall take into account, 1in accordance
with regulations of the commissioner, whether the offeror qualifies as
an Alaska bidder under AS 36.30.170(e) [AS 36.30.170(b)] or is offer-
ing the services of an employment program as defined 1in AS 36.30.-
100(c).

*Sec. 8. AS 36.30.850(e) is amended to read:
(e) AS 36.30.170 and 36.30.322 - 36.30.338 apply [APPLIES] to

all [INSURANCE] —contracts involving state money, including state

HBOOASC -3- CSHB A5(Fin)
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grants and reimbursement to municipalities, school districts, and
other entities for school or related construction, foundation funding
for education, municipal assistance, revenue sharing, and state funds
for capital projects.

* Sec. 9. AS 36.30 is amended by adding a new section to read:

Sec. 36.30.895. COMBINATION OF PREFERENCES. In the evaluation
of a bid or proposal, if a contractor qualifies as an Alaska bidder
under AS 36.30.170(e) and is also entitled to an Alaska products
preference under AS 36.30.328 for a contract, the procurement officer
shall decrease the bid or proposal price by the total of the two

Au- applicable percentages.

* Sec. 10. AS 36.30.900 is amended to read:

Sec. 36.30.900. PREFERENCE FOR ALASKA PRODUCTS. This chapter
docs not modify AS 36.15.010 and 36.15.020 regarding preference for
Alaska forest prrducts. or AS 36.15.050 and 36.15.0601 regarding
preference for Alaska agricultural and fisheries products [, EXCEPT AS
PROVIDED IN AS 36.30.170(b) AND (c)].

*Sec. 11. AS 36.30.170(d) 1is repealed.

*Sec. 12. Sections 1- 3 of this Act take effect January 1 of the
calendar year that follows the calendaryear in which the voters of the
state ratify the state constitutional amendment containedin the version of
HJR 18 that is passed by the Fifteenth Alaska State Legislature.

* Sec. 13. Sections A - 11 of this Act take effect upon the ratifica-
tion by the voters of the state of the state <constitutional amendment
contained in the version of HJR 18 thatis passed by the Fifteenth Alaska

State Legislature.

CSHB A5(Fin) HBOOASC
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Ford
AMENDMENT
TO: CSHB 46 (Rules)
Page 16, after line 12:
Insert a new bill section to read:
"* Sec. 31. AS 21.36.090(d) 1is amended to read:
(d) A person may not practice or permit unfair discriminati

against a person who provides a service covered under a group disabil—
ity policy that extends coverage on an expense 1incurred basis, or
under a group service or indemnity type contract issued by a nonprofit
corporation, if the service is within the scope of the provider®s
occupational license. In this subsection, "provider™ means a state
licensed physician, dentist, osteopath, optometrist, chiropractor,

[OR) nurse midwife, or other licensed health care practitioner.”

Renumber remaining bill sections accordingly.

Page 31, line 5:
Delete "46"

Insert "47"

Page 31, line 7:
Delete "46"

Insert "47"

'].' 5/6/87



SECTION BV SECTION COMMENTARY
CSHB 46 (RIs)
4/30/87

Prepared by: Alaska Dluision of Insurance
Date: 5/1/87

QUERUIEIil

This committee substitute encompasses about 13 insurance issues in
one "omnibus” bill on insurance issues. Most of the items contained in
the bill haue, at one time or another, been requested by the Diuision of
Insurance. The Diuision of Insurance supports this legislation.

The material that follows will attempt to identify each issue
addressed by the bill, explain the purpose and to comment section by
section.

For ease in tracking the uarious issues, we haue prouided page breaks
following the commentary on each issue. The issues are:

General Rgents / Managers (Pages 2-3)

Continuous License (Pages 4-6)

Firm / Indiuidual License (Pages 7-9)

Broker Bond (Page 10)

Broker as Agent (Pages 11-12)

Producer Financial / Fiduciary Recounts (Pages 13-14)
Alien Trusts Deposits (Page 15)

Commercial Cancellation (Pages 16-19)

Pro Rato on Cancellations (Page 20)

Nurse Couerage (Page 21)

Relocation of Definitions (Page 22)

Elimination of Domestic Tax Exemption (Page 23)
Remoual of Obsolete or Duplicotiue Prouisions (Page 24)



CSHB 46 (Bis) (4/29/87)
Prepared 5/1/87

GENERAL AGENTS / MRNRGEBS

This issue eliminates confusion with RS 21.09.280, which currently
attempts to distinguish between "general agents™ who are required to
be licensed and "managers”™ who are not. It is a distinction that has
been difficult to apply. The basic role of hoth entities is often the
some, and the Alaska Insurance Code does not adequately make a
distinction between the two. The bill eliminates references to
managers and requires ail general agents to be licensed. It then lists
those specific entities that will not be considered general agents.

Section |.  (Page I, Lines 9-20)

RS 21.09 deals with insurance companies that apply for and are issued
a Certificate of Authority. These companies haue elected to make
thjmselues subject to regulation by the Alaska Director of Insurance
and are referred to os admitted companies. The change in this Section

mokes it clear that an admitted company may only do business
through persons or entities licensed by Alosko including general
agents.

Section 2. (Page I, Lines 21-29; Page 2, Lines 1-16)

This Section remoues the references to managers. In §(b), the point
that the general agent is licensed in the same manner as an agent
licensed under RS 21.27, is clarified. This is a uiew that the Diuision

has applied in practice, but is more than a little uague in statute.

In §(c), the reference to RS 21.27.500 is remoued since its content is
incorporated in the next Section.

Section 3. (Page 2, Lines 17-29; Page 3, Line 1-2)

§ (f) in this Section, moues a prouision from RS 21.27.500. It prouides
that salaried employees of an insurance company are not subject to
license for their actiuities on behalf of the insurer, euen though that

Page 2



CSHB 46 (Bis) (4/29/87)
Prepared 5/1/87

actiuity may haue the same appearance as a general agent.
§(g) euempts persons or entities mho perform general agent type
seruices for an insurance company mhen that person or entity is:

(1) a subsidiary of the insurance company;

(2) the owner of the insurance company; or

(3) owned by the holding company that owns the insurance
company.

Section 46  (Page 31, Lines 1-4)

This Section includes a repeal of RS 21,27.500, on line 2.

Page 3
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CSHB 46 CRIs) (4/29/87)

Prepared 5/1/87

CONTINUOUS LICENSE

This bi *introduces a continuous insurance license for agents, brokers,
solicitors, adjusters, and general agents, rather than the current
system requiring annual renewal, fill licensees, homelier, will still pay
an annual fee, and failure to pay will result in reuocation or
suspension of the license. This change should reduce the paperwork
currently handled by the Diuision.

Section 2. (Page 1, Lines 21-29; Page 2, Lines 1-16)

Continuous license language appears on Page 2, Lines 9-13.

Section 4.  (Page 3, Lines 3-10)

Reference to renew is remoued on Lines 50 6. The change on Lines 9
0" 10 is not substantiue.

Section 5. (Page 3, Lines 11-28)

RS 21.27.030(a)(l) is a controlled business prohibition. The substance
of this paragraph has been mooed to Section 6. §(a) is reuised to deal
with the new applicant. Reference to renewal has been remoued.
Section 6.  (Page 3, Line 29; Page 4, Lines [-7)

This addition to RS 21.27.030 addresses the controlled business
prohibition on on euisting license.

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

Reference to renewal remoued on Page 5, Line 6.

Page 4



CSHB 46 (Bis) (4/29/87)
Prepared 5/1/a?
Section 10.  (Page 6, Lines 15-29; Page 7, Lines 1-3)

Reference to date of expiration is remoued on Page 7, Line 2.

Section 12.  (Page 7, Lines 26-29; Page 8, Lines 1-9)

This Section addresses licenses for pending machines that dispense
policies of personal trauel accident insurance. The onlg change of
substance is that on Page 8, Line 3 tuhere reference to annual
continuation and expiration is remoued.

Section 15.  (Page 8, Lines 10-22)

The references to renewal are addressed on Lines 11-13.

Section 17.  (Page 9, Lines 15-19)

The reference to renewal appears on Line 17,

Section 18.  (Page 9, Lines 20-26)

The reference to date of expiration is remoued on Line 24.

Section 22.  (Page 11, Lines 11-27)

This Section has been completelg reworked to reflect continuous
licenses. In §(a) and §(b), annual fee dates differ in some coses from
current renewal dates. Under present low, resident licenses expire on
June 30, except for brokers, which expire on December 3I.
Nonresident agent and brokers expire a gear from issue and
nonresident adjusters on June 30. The continuation fee proposed
would be due on all agents, solicitors, or adjusters on June 30, and all
brokers on December 31.

Page 5



CSHB 46 (RIs) (4/29/87)

Prepared 5/1/87
1

The only other substantiue change appears in §(d) where the sur-
charge for late renewal is established by regulation. This concept is
already the case for all other fees of the Diuision of Insurance.

Section 24.  (Page 12, Lines 16-29; Page 13, Lines 1-19)

The reference to refuse to renew is remoued on Page 12, Line 18.
Surplus lines broker licenses are not being changed to continuous
license. This accounts for the inserted language on Lines 19 and 20.
This type of licensee is the one that prouides entry to the nonadmitted
market place and is required to post a $200,000 bond. Further,
producers of business for risk retention groups or risk purchasing
groups under the recently passed Federal law must haue this type of
license. IDe would prefer to see how things are going to shape up
with the new Federal Ret hefore we recommend a change

Section 26. (Page 13, Lines 25- 29; Page 14, Lines 1-7)

References relating to renewal remoued.

Section 27.  (Page 14, Lines 8-19)

References relating to renewal remoued.

Section 28. (Page 14, Lines 20-29)
References relating to renewal remoued.
Section 29.  (Page 15, Lines 1-7)
Reference relating to expiration remoued.
Section 42.  (Page 24, Lines 16-22)
Reference relating to renewal remoued.

Page 6



CSHB 46 (RIs) (4/29/87)
Prepared 5/1/87

FIRM / INDIUIDUfII LICENSE
f

t

This portion of the bill creates a nem distinction betmeen indiuidual
licenses issued to indiuidual persons, and firm licenses issued to
associations of indiuidual licensees. Under current lam, persons
operating under a firm's license do not typically hold an indiuidual
license, but are named to act on the firm license. This renders
indiuidual accountability difficult. In some coses there is a constant
actiuity on a firm's license file as indiuiduals are added or deleted.

Also under current lam, adjusting firms are not licensed, only
indiuiduals. UJe haue experienced situations inhere firms haue ignored
Rlaska Lam to the detriment of the public and indiuidual licensees
mithin the firm. This extends the accountability principle to adjusting
firms. It mill giue the Diuision of Insurance a better regulatory
ouersight of the industry by requiring that euery person selling or
adjusting insurance contracts, mhether indiuidual or firm, haue the
appropriate license,

Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

This Section concerning examination of applicants for insurance
license has been changed to apply to indiuidual licensees. Since each
indiuidual is licensed it is not necessary to require that a firm be
examined. This is accomplished mith insertions at Page 4, Line 10 and
Page 5, Line 3.

Section 8.  (Page 5, Lines 10-29; Page 6, Lines 1-8)
This Section addresses the qualifications for license. It has bheen
modified to make it applicable to indiuidual licensees. The language on

Page 6, Lines 1 and 2, auoid additional popermork by prouiding that a
person acting on behalf of a firm is couered by the firm's appointment.

Section 9. (Page 6, Lines 9-14)

Page 7
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Prepared 5/1/87

h*

This Section also addresses the qualifications for license. It applies to

firm Iicgnses.
]

Section 10. (Page 6, Lines 15-29; Page 7, Line 1-3)

The only changes of substance in this Section ore found on Page 6,
Lines 22-25. The distinction betmeen firm and corporation is remoued.
R definition for firm is introduced in Section 44 on Page 28, Lines
25-28. The only person to be named on a firm license mill be the
principal or manager of the firm.

Section 11.  (Page 7, Lines 4-25)

This Section requires that the firm be licensed to the same extent as
persons employed by the firm. Use by a firm of unlicensed persons
mho are required to bhe licensed is cause for reuocation or suspension.

Section 14. (Page 8, Lines 23-26)

This Section prouides that the firm broker bond couers indiuidual
broker members of the firm.

Section 23.  (Page L1, Lines 28-29; Page 12, Lines 1-15)

This Section addresses temporary licenses. It prouides for a

temporary license if the principal or manager should die. This is not a
substantiue change.

Section 25.  (Page 13, Lines 20-24)

Since persons are no longer designated in the license to exercise its
pomers, the language has been reuised to acting on behalf of the firm,

Page 8
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Pre*pared 5/1/87
N

Section 44.  (Page 27, Lines 16-29; Page 28, Lines 1-29;

i Page 29, Lines 1-29; Page 30, Lines 1-16)

Definition of mfirm* introduced on Page 28, Lines 25-28.
Section 46. (Page 31, Lines 1-4)

AS 21.27.040(b) is repealed on Line 2. This is the subsection that
requires firms to designate all indiuiduals on the firm license.

Page 9
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Prepared 5/1/87

BROKER BOND
A

This section proposes to increase the bond required of a broker from
the current $5,000 to $10,000. The bond is auaiiable for the people of
the state. The increased bond mill haue an increased cost, but the
amount is not eucessiue This is not a Diuision of Insurance proposal,
but me haue no objection to it.

Section 14. (Page 8, Lines 10-22)

The increased bond amount appears on Lines 16 and 18

Page 10
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Prepared 5/1/87

BROKER HS RGENT

Alaska currently licenses two kinds of insurance producer under RS
21.27, agent and broker. The agent represents an insurance company
through appointment ar.u contract. On the other hand, the broker
represents the purchaser of insurance. It is typical for an insurance
producer to hold both types of license. R purchaser of insurance
usually does not know, under which license a producer is acting. Most
insurance producers do try to balance the interests of the purchaser
of couerage and the prouider of couerage, and some do this quite well.
Normally this is not an issue of concern, but u'hen a producer becomes
insoluent or has misused trust account mor es, the issue can he uery
important.

If an agent collects premium funds for an insurer, the insurer is
deemed to haue receiued those funds whether they ore sent to the
insurer or not. When the insurer sends notice of cancellation for
nonpayment of premium, the insured need only show his cancelled
check and the coueroge will be reinstated.

If a broker misappropriates premium funds, and does not pay them to
the insurer or intermediary, and o notice is sent by the company which
has not receiued payment, the couerages ore generally not reinstated.
The Biuision has hod two major cases of this description and a number
of smaller ones, where the public hos been hurt. The resolution is to
prouide that when a broker ploces coueroge which can be euidenced
by a binder, issuance of a policy, or some acknowledgement from the
insurer or its representotiue, then the insurer is considered to houe
receiued those funds whether it has or not. The broker is considered
to be the agent of the company for purposes of premium collection.

Rn odditionol issue, is the need to houe the producer collecting funds
at the initiation of the transaction, clearly state that he is acting as a
broker and couerages are not bound until confirmed by an insurer, or
to return the funds to the purchoser of couerage.

Poge Il
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Section 13. (Poge 8, Lines 10-22)

This Section deals with the brokers' bond. One group of persons who
could be oduersely impacted with "agent as broker™, is the wholesale
broker or general agent who is in between the producing broker and
the insurance company. It is possible that they might bear the
financial brunt of this solution. Relief is offered by allowing them to
access to the brokers' hond.

Section 15.  (Page 8, Lines 27-29; Page 9, Line 1)
This Section makes clear the fact that the broker cannot bind an
insurer.

Section 16. (Page 9, Lines 2-14)

This Section establishes the concept of "broker os agent for purposes
of premium collection.* (d) newly prouides thot o hroker moy not

knowingly accept payment for couerage until that coueroge s
authorized by on insurer.

Poge 12



CSHB 46 (RIs) (4/29/87)
Prepared 5/1/87

PRODUCER FINRNCIRL / FIDUCIRRV ACCOUNTS

The Diuision has been working with the Alaska Rssociation of
Independent Insurance Rgeits end Brokers concerning financial
problems with some insurance agents and brokers and their handling
of insurance premium monies. To this end, we haue aided in
deueloping some clarifications to those sections of the insurance
code.

Rgents and brokers are required to receiue insurance premium monies
in a fiduciary capacity. Unfortunately, the first sign that all is not well
with on agents' or brokers' fiduciary account is when it is too lote.
One good indicator of a deueloping problem would be good accounting
records accessible by the Diuision, which are required with this bill.

The Diuision has need of tools that can be used to resolue fiduciary
and financial difficulties at an earlier point in time. One tool is the
ability to reuiew financial summaries or detail, such as trial balance,
income statement, journal detail, e< in a Diuision of Insurance office
for eKomination when requested. These documents would be
confidential.

The clarifications addressed in this issue coupled with the Broker as
Rgent resolution should maHimize protection to insurance purchasers.

Section 19.  (Page 9, Lines 27-29; Page 10, Lines 1-9)

This is a new requirement specifically requiring on agent or broker to
houe accounting and financial records and to mointoin them in
accordance with generally accepted accounting principles. These
records ore ouoiloble for reuiew and ore confidential when in the
possession of the director.

Section 20.  (Page 10, Lines 10-21)

§(h) contoins the requirement for a premium fiduciary occount. The
change clarifies the fact that other funds can not be commingled with

Poge 13
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it e»cept as specifically permitted in Section 21.

Section 21, (Page 10, Lines 22-29; Page 11, Lines 1-10)

§(d) permits a limited commingling of nonpremium funds in the
fiduciary account for specific premium related purposes. Accounting
for nonpremium funds is required.

§(e) mokes clear that the premium funds required to be in the
fiduciary account can not be used or represented to be asset funds.
Funds optionally permitted to be in the fiduciary account, such as

reserue funds are an asset of the agent or broker.

§(f) introduces a definition for "fiduciary account.”

Poge 14
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RLIEN TRPST DEPOSITS

i
This issue is considered the # priority legislotiue need this session
and it relates to the trust fund requirements for alien surplus lines
insurers wishing to business in Alaska. An alieninsurer is one formed
under the laws of a country other than theUnited States.

At the present time, AS 21.34.040(c) prouides that an alien surplus
lines insurer must maintain a trust fund for the benefit of
policyholders in the United States in an amount not less than $3.5
million. That $3.5 million figure is scheduled to increase to $5 million
on June 20, 1987. This portion of the bDbillwould eliminate this
scheduled increase and reduce the trust fund requirement to $1.5
million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ineligible,
approKimately 95% of the alien surplus line companies doing business
in the Rlaska market. There is a great deal of concern about the
reduction of auailable insurance markets for exposures in this state.
If the current language in statute were to be enforced, many insurers
who now prouide ualuable markets would be ineligible for use here.
Alaska is out of step with the rest of the country on this issue where
the norm is a deposit of $1.5 million. This proposal does not impact
the minimum capital and surplus required of alien insurers.

Section 30. (Page 15, Lines 8-29; Page 16, Lines 1-12)
The language to accomplish the change nr' iaboue appears on Page

15, Lines 21-22. Other changes ore not substentiue.

Section 48. (Page 31, Lines 8-9)

This Section is an immediate effectiue dote for Section 30 only.

Poge 15
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ALIEN TRUST DEPOSITS

This issue is considered the #l priority legislatiue need this session
and it relates to the trust fund requirements for alien surplus lines
insurers wishing to business in Alaska. Rn alien insurer is one formed
under the laws of a country other than the United States.

Rt the present time, RS 21.34.040(c) prouides that an alien surplus
lines insurer must mointain a trust fund for the benefit of
policyholders in the United States in an amount not less than $3.5
million. That $3.5 million figure is scheduled to increase (o $5 million
on June 20, 1987. This portion of the bill would eliminate this
scheduled increase and reduce the trust fund requirement to $1.5
million, the leuel required before June 20, 1985.

This proposal would auoid the necessity to declare as ineligible,
approKimately 95% of the alien surplus line companies doing business
in the Alaska market. There is a great deaf of concern about the
reduction of auailable insurance markets for eHposures in this state.
If the current language in statute were to be enforced, many insurers
who now prouide ualuable markets would be ineligible for use here.
Rlaska is out of step with the rest of the country on this issue where
the norm is a deposit of $1.5 million. This proposal does not impact
the minimum capital and surplus required of alien insurers.

Section 30.  (Page 15, Lines 8-29; Page 16, Lines 1-12)
The language to accomplish the change noted aboue appears on Page

15, Lines 21-22. Other changes are not substantiue.

Section 48.  (Page 31, Lines 8-9)

This Section is an immediate effectiue date for Section 30 only.
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COMMERICIAL CANCELLATION

RS 21.3l6.210 - 310 currently places a limitation on an insurance
company's right to cancel in mid-term, personal lines of insurance,
such as automobile insurance or homeowners insurance. This whole
section of law deals with insurer initiated cancellations. The
insurance crisis of the post few years, accented the need that this
kind of protection should also be prouided for commercial policies.

To accomplish this, it is necessary to substantially rework RS
21.36.210 - 310. fl number of sections houe been relocated and a
distinction made between personal insurance and business or
commercial insurance. The personal insurance limitation is unchanged
except that notice period has been reuised. This issue has heen the
one generating the most fine tuning during the hearing process.

The business or commercial insurance notice is similar to those in
many states. This proposal preserues the insurers right to cancel but
does require on adequate period of notice, a statement of the reasons
for the cancellation, and requires, in most cases, that any unearned
premium be returned to the insured before the effectiue dote of
cancellation. R notice requirement has been added for an increase of
premium at renewal or a change in coueroge. Notice must be giuen
prior to expiration.

The normal period of notice for cancellation will be 30 days for
personal lines and 60 days for commercial and business insurance
policies. Notice for nonpayment will be 20 days. Notice for special
reasons such os suspension or reuocotion of license, conuiction of a
crime related to the type of couerage prouided, and material
misrepresentation will houe a 10 day notice. Notice of nonrenewol
will remain at 20 days for personal insurance and will be 45 days for
commercial nonrenewals.

Section 31.  (Poge 16, Lines 13-24)

No substantiue change.
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Section 32. (Poge 16, Lines 25-29; Poge 17, Lines 1-2)

No substantiue change. This is merely a relocation of RS 21.36.300.
Reference to some exceptions has been deleted since those will be
picked up under the commercial or business definition.

Section 35.  (Page 17, Lines 3-21)

No substantiue change.

Section 54.  (Page 17, Lines 22-29; Page 18, Lines 1-9)

This Section lists the notice periods for personal insurance.

Section 55.  (Page 18, Lines 10-29; Page 19, Lines 1-29;
Page 20, Lines 1-2)

§(b) of this Section establishes the notice periods for business or
commercial insurance.

§(c) requires the return of unearned premium prior to the effectiue
date of cancellation. If the cancellation is for nonpayment, return of
unearned premium must occur within 30 days after notice of
cancellation is giuen. Rudits on auditable policies must also be made
before the effectiue dote of cancellation and wunearned premium
returned before the expiration of the policy, where the reason for
cancellation is other than nonpayment, and some specified exceptions.

While this may cause some difficulty for the insurer, it should be
remembered that this speaks to on insurer initiated cancellation,
Insurers con use tentatiue or projected numbers for the period
following the notice of cancellation. They often know they are going
to cancel, so usually they con also control the audit process. The
insured with an auditable policy is entitled to the same protection as
an insured with a nonauditable policy. The insurer may elect to waiue
on audit on cancellation, which is their right currently. If the Diuision

Page 17



CSHB 46 (RIs) (4/29/87)
Prepared 5/1/B7

finds that the maiuer isnot in the insureds interest, it can require that
an audit be made under §(d).

§(d) prouides that the Director has the authority to order on audit
luaiued by an insurer under §(c). This mould be done mhen the director
beiieues an insurer is acting unfairly to an insured.

§(e) clarifies that a reason for cancellation mill be giuen in all cases

Section 56.  (Page 20, Lines 3-21)

This section prouides for a notice to be giuen of a premium increase or
of a couerage change 20 days before enpiration in the case of
personal insurance and 45 days before eupiration in the case of
business or commercial insurance. This does not apply to morkersl
compensation insurance.

Section 57.  (Page 20, Lines 22-29; Page 21, Lines 1-12)
The notice of nonrenemal is unchanged for personal insurance at 20
days. The notice of nonrenemal for business or commercial insurance

is 45 days. Failure to giue required notice results in continued couer.

t
Section 58.  (Page 21, Lines 13-22)
.No substantiue change
Section 40. (Page 22, Lines 10-16)
This section requires that a notice of cancellation be sent to the last

knomn address that the insurer haue a post office receipt of mailing.

Section 41. (Page 22, Lines 17-29; Page 23, Lines 1-29;
Poge 24, Lines 1-15)
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The definition of “business or commercial insurance™ is neiu. The
remainder of the changes in this Section are not substantiue. The limit
on cancellation mill entend to uessels under 50 displacement tons
mhich mill couer most of Rlaska's fishing fleet.

Section 46. (Page 31, Lines 1-4)

fiS21.36.210(c) is repealed as itis not needed.

RS 21.36.210(e) is repealed because it has been relocated in the
definition of “personal insurancefon Page 23, Lines 18-29 and Page
24, Lines 1-4.

RS 21.36.230 is repealed as itisnot needed.

RS 21.36.300 is repealed because it has hern moued to Section 32.
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PRO RRTR ON CRNCELLRTIONS

1
There are tmo basic methods of computing return premium on a
cancelled policy. In industry parlance, these are referred to as short
rate and pro rata. Short rate is used on a cancellation initiated by the
insured and has a built-in penalty. Pro rata is used on cancellations
initiated by the insurance company and the earned portion of premium
IS proportionate to the period of couerage. The short rate method of
computation is often a cause for complaint because of abuse. Most

complaints deal u/ith the size of the penalty prouision.

Short rate penalty mas originally intended to reflect an expense of the
insurer that mas, for the most part, beyond the insurers' control. It
also prouides some protection from seuere market disruption. The
Diuision has considered the elimination of short rate by regulation, but
authority is uague. LUe mould prefer to continue some form of short
rate penalty but be able to address the abuses.

Section 39.  (Page 21, Lines 23-29; Page 22, Lines (-9)

This Section limits the short rote penalty to 7.570 of the unearned
premium.

Section 47.  (Page 31, Lines 5-7)

This Section makes clear that this nem requirement does not affect

in-force contracts, thus sidestepping potential constitutional
conflicts.
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NURSE COUERRGE

This proposal mill add nurses to the list of health care professionals
mho can obtain professional liability insurance from the Medical
Indemnity Corporation of Rlaska mh: . mas formed under RS 21.88 in
1976. This is primarily a backup action since nurses haue recently
been able to put together a national program that appears to resolue
their auailability difficulties. The Diuision of Insurance has no
objection to this proposal.

Section 45, (Page 24, Lines 23-29; Page 25, Lines 1-29;
Page 26, Lines 1-29; Page 27, Lines 1-15)

"Nurse™ or "nurses", is added on Page 24, Line 27; Page 25, Lines 1, 4,
12, 13, 016 and on Page 27, Line 9.
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RELOCRTION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in RS 21.90. In
addition, chapters contain definitions that in some cases haue a more
general application. These should be located in the general definition
chapter. The changes in this case are not substantiue, but merely
represent relocation with one exception, the definition of "firm,"
which has been already discussed on Page 8-9, under Sections 10 0*44.

Section 44, (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

§(1), "adjuster™ on Page 27, Lines 19-25, was formerly RS
21.27.510(a).

§(2), “agent"™ on Page 27, Lines 26-29 and Page 20, Line I, was
formerly RS 21.27.470.

§(5), "broker" on Poge 20, Lines 0-15, wos formerly AS 21.27.400.
§(11), "firm™ on Poge 28, Lines 25-28 is new. See discussion o.i Page 8.

§(13), "independent adjuster™ on Page 29, Lines 3-4, was formerly RS
21.27.510(h).

§(20), "solicitor™ on Page 30, Lines 2-5, was formerly RS 21.27.490.

Section 45.  (Page 30, Lines 17-29)

This Section was formerly RS 21.27.520. No substantiue change.

Section 46. (Page 31, Lines 1-4)

RS 21.27.470, RS 21.27.480, RS 21.27.490, RS 21.27.510, 0" RS 21.27.520
are repealed as discussed in Sections 44 and 45 aboue.
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REMOURL OF OBSOLETE OR DUPLICRTIUE PROLUSIONS

The present Insurance Code was adopted in 1966. fit the time of
adoption, there were a number of prouisions intended to preuent
disruption of, then, current actiuities. These prouisions are no longer
since some 20+ years haue passed and the sections are obsolete.
Included in the repeal is a section that duplicates prouisions of the
ethics bill adopted by the Fourteenth Legislature.

Section 46.  (Page 31, Lines 1-4)

RS 21.03.030, RS 21.03.040, RS 21.03.050 and RS 21.06.040 are
repealed.
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ELIMINATION OF DOMESTIC TBH EHEMPTIQN

This item proposes to terminate a tax exemption presently granted to
a domestic Rlaska insurer during its first fiue years of existence.
There is a potential constitutional issue with continuance of the tax
exemption. In the past, large national insurance holding companies
haue taken aduantage of this feature and in some cases, there has
been a strong question about whether some of those companies were
truly domestic Alaska insurers. The Diuision of Insurance has no
objection to this proposal.

Section 46. (Page 31, Lines 1-4)

RS 21.09.210(c) is repealed on Line 3, eliminating the domestic tax
exemption.
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Prepared by: Alaska Division of Insurance
Datg—:-: 5/1./87 .

This proposal encompasses about 13 insurance issues in one "omnfous" bill on
insurance issues. Most of the items contained in the bill have, at one time or another,
been requested by the Division. The Division supports this legislation.

GENERALAGENTS/ MANAGERS

This issue eliminates confusion with AS 21.09.280, which currently attempts to distinguish
between "general agents" who are required to be licensed and "managers” who are not.
The distinction is difficult to apply, since definition is unclear. The bill requires all general
agents to be licensed, and lists specific exceptions.

CONTINUOUS LICENSE

This bill introduces a continuous license for agents, brokers, solicitors, adjusters, and
general agents, to replace annual renewal. All licensees will pay an annual fee with
failure to pay resulting in revocation or suspension of license. This change should reduce
the paperwork handled by the Division.

FIRM /INDIVIDUAL LICENSE

This portion of the bill creates a new distinction between individual licenses issued to
individual persons, and fiim licenses issued to associations of individual licensees.
License will be required for all individuals to provide individual accountability. This
principle will also be extended to adjusting firms. We have experienced situations where
firms have Ignored Alaska Law to the detriment of the public and individual licensees
within the firm.

BROKERBOND

This section proposes to increase the bond required of a broker from the current $5,000 to
$10,000. The bond is available for the people of the state. The increased bond will have
an increased cost, but the amount Is not excessive.

BROKER AS AGENT

Alaska currently licenses two kinds of insurance producer, agent and broker. The agent
represents an insurance company through appointment and contract The broker does
not Producers typically hold both types of license. A purchaser of insurance usually
does not know which license is being used. This really becomes a concern when a
producer becomes insolvent or has misused trust account monies.
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This proposal provides thatwhen a broker places coverage which can be evidenced by a
binder, issuance of a policy, or some acknowledgement from the insurer or its
representative, then the insurer is considered to have received those funds whether ft
has or not The broker is considered to be the agent of the company for purposes of
premium collection.

PRODUCER FINANCIAL /FIDUCIARY ACCOUNTS

The Division has been working with the Alaska Association of Independent Insurance
Agents and Brokers concerning financial problems with some insirance agents and
brokers and their handling of insurance premium monies. Unfortunately, the first sign that
all is notwell with an agents' or brokers' fiduciary account, in which he required to receive
all premium, iswhen itis too late. One good indicator of a developing problem would be
good accounting records accessble by the Division, which are required with this bill. This
tool, coupled with other items in this bill should maximize public protection.

ALIEN TRUST DEPQSITS

This issue isour  priority legislative need this session and it relates to the trust fund
reguirements for alien surplus lines insurers. An alien insurer is one formed under the
laws of another country.

Statute now requires that an alien surplus lines insurer maintain a trust fund for the
benefit of policyholders inthe United States in an amount not less than $3.5 million. That
$3.5 million figure is scheduled to increase to $5 million on June 20,1987. This portion of
the bill would eliminate this scheduled increase and reduce the trust fund requirement to
$1.5 million, the level required by the other 49 states.

This proposal would avoid the necessity to declare as ineligible, approximately 95% of
the alien surplus line companies doing business in the Alaska market, with resultant
reduction of available insurance markets for exposures in this state.

COMMERCIAL CANCELLATION

The insurance crisis of the past few years, accented the need to provide some kind of
protection for commercial policies. This proposal preserves the insurers right to cancel
but does require an adequate period of notice, a statement of the reasons for the
cancellation, and requires, in mostcases, that any unearned premium be returned to the
Insured before the effective date of cancellation. A notice requirement has been added
for an increase of premium at renewal or a change in coverage. Notice must be given
prior to expiration.
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PRO RATA ON CANCELLATIONS

There are two basic methods of computing return premium on a cancelled plicy, which
are referred to as pro rata and shortrate. Prorata is used on cancellations initiated by the
insurance company and the earned portion of premium is proportionate to the period of
coverage. Shortrate is used on a cancellation initiated by the insured and has a buifc-in
penalty. The short rate method of computation is often a cause for complaint because of
abuse. Mostcomplaints deal with the size of the penalty provision. This proposal places
areasonable limiton the size ofthe penalty.

NURSE COVERAGE

This proposal will add nurses to the list of health care professionals who can obtain
professional liability insurance from the Medical Indemnity Corporation of Alaska. This is
primarily a backup since nurses have been able to put together a national program that
resolves their availability difficulties.

RELOCATION OF DEFINITIONS

Definitions in the Insurance Code (Title 21) are found in AS 21.90. In addition, chapters
contain definitions that in some cases have a more general application. These should be
located in the general definition chapter. The changes in this case are not substantive.

ELIMINATION OF DOMESTIC TAXEXEMPTION

This item proposes to terminate a tax exemption presently granted to a domestic Alaska
insurer during its firstfive years of existence. There is a potential constitutional issue with
continuance of the tax exemption.

REMOYAL OF OBSOLETE OR DUPLICATIYE PROVISIONS

The present Insurance Code was adopted in 1966. A number of provisions intended to
prevent disruption of activities still remain In statute. These provisions are now obsolete.
Included inthe repeal is a section that duplicates provisions of the ethics bill adopted by
the Fourteenth Legislature.
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GENERAL AGENTS / MANAGERS

)
Section 1. (Page I, Lines 9-20)
Section 2. (Poge I, Lines 21-29; Poge 2, Lines 1-16)
Section 3. (Poge 2, Lines 17-29; Poge 3, Line 1-2)
Section 46  (Poge 31, Lines 1-4)

CONTINUOUS LICENSE

Section 2. (Poge 1, Lines 21-29; Poge 2, Lines 1-16)
Section 4. (Poge 3, Lines 3-10)

Section 5. (Poge 3, Lines Il -28)

Section 6.  (Page 3, Line 29; Poge 4, Lines 1-7)
Section 7. (Page 4, Lines 8-29; Page 5, Lines 1-9)

Section 10.  (Poge 6, Lines 15-29: Poge 7, Lines 1-3)
Section 12.  (Poge 7, Lines 26-29; Poge 8, Lines 1-9)
Section 13.  (Poge 8, Lines 10-22)

Section 17.  (Poge 9, Lines 15-19)

Section 18.  (Poge 9, Lines 20-26)

Section 22.  (Page 1I, Lines 11-27)

Section 24.  (Poge 12, Lines 16-29; Poge 13, Lines 1-19)
Section 26.  (Page 13, Lines 25- 29; Poge 14, Lines (-7)
Section 27.  tPoge 14, Lines 8-19)

Section 28.  (Poge 14, Lines 20-29)

Section 29.  (Poge 15, Lines 1-7)

Section 42.  (Poge 24, Lines 16-22)

FIRM / INDIUIDUAL LICENSE
Section 7. (Poge 4, Lines 0-29; Poge 5, Lines 1-9)

Section 8.  (Page 5, Lines 10-29; Poge 6, Lines (-8)
Section 9. (Poge 6, Lines 9-14)

Section 10. (Poge 6, Lines 15-29;Poge 7, Linel-3)
Section 11. (Poge 7, Lines 4-25)

Section 14, (Poge 8, Lines 23-26)

Section 23. (Poge 11, Lines 28-29; Pogel2, Lines 1-15)
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Section 25.

Section 44. (Page 27, Lines 16-29; Poge 28, Lines 1-2°
Poge 29, Lines 1-29; Poge 30, Lines 1-16)

Section 46.  (Poge 31, Lines 1-4)

BROKER BOND

Section 14. (Poge 8, Lines 10-22)

BROKER RS RGENT

Section 13. (Page 8, Lines 10-22)

Section 15. (Poge 8, Lines 27-29; Poge 9, Line 1)
Section 16. (Poge 9, Lines 2-14)

Section 19. (Page 9, Lines 27-29; Pogel0, Lines 1-9)
Section 20. (Poge 10, Lines 10-21)

Section 21. (Page 10, Lines 22-29; Poge I, Lines 1-10)

RLIEN TRUST DEPOSITS

|
Section 30. (Poge 15, Lines 8-29; Poge 16, Lines 1-12)
Section 48.  (Poge 31, Lines 8-9)

COMMERCIAL CRNCELLRTIUN

Section 31. (Poge 16, Lines 13-24)
Section 32. (Poge 16, Lines 25-29; Poge 17,Lines 1-2)
Section 33. (Poge 17, Lines 3-21)
Section 34, (Poge 17, Lines 22-29; Poge 10,Lines 1-9)
Section 35. (Poge 18, Lines 10-29; Poge 19,Lines 1-29;
Poge 20, Lines 1-2)
Section 36. (Poge 20, Lines 3-21)
Section 37. (Poge 20, Lines 22-29; Poge 21, Lines 1-12)
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Section 40. (Page 22, Lines 10-16)

Section 41. (Page 22, Lines 17-29; Page 23, Lines 1-29;
Page 24, Lines 1-15)

Section 4b.  (Page 31, Lines (-4)

PRO RRTfI ON CANCELLATIONS

Section 39. (Poge 21, Lines 23-29; Page 22, Lines 1-9)

Section 47.  (Page 31, Lines 5-7)

NURSE COOERRGE

Section 43, (Page 24, Lines 23-29; Page 25, Lines 1-29;

Page 26, Lines 1-29; Page 27, Lines 1-15)

RELOCRTION OF DEFINITIONS

Section 44. (Page 27, Lines 16-29; Page 28, Lines 1-29;
Page 29, Lines 1-29; Page 30, Lines 1-16)

§(lI), ‘'adjuster* on Page 27, Lines 19-25, mas formerly RS
21.27.510(0).

§(2), 'ogent™ on Page 27, Lines 26-29 and Page 28, Line I, mas
formerly RS 21.27.470.

§(5), "broker* on Page 28, Lines 8-15, mas formerly RS 21.27.480.
§(11), "firm"™ on Poge 28, Lines 25-28 is nem. See discussion on Poge 8.

§(13), "independent adjuster* on Poye 29, Lines 3-4, mos formerly RS
21.27.510(D).

§(20), "solicitor* on Poge 30, Lines 2-5, mos formerly RS 21.27.490.
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Section 45.  (Page 30, Lines 17-29)
Section 46.  (Page 31, Lines 1-4)

ELIMINATION OF DOMESTIC TRH EHEMPTION

Section 46. (Poge 31, Lines 1-4)

REMOURL OF OBSOLETE OR QUPLICRTIUE PROLUSIONS

Section 46.  (Page 31, Lines 1-4)
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MEMORANDUM

TO: Senate Labor andCommerceCommittee
FROM: American InsuranceAssociation, Thomas J. Slagle
RE: CSHB46
DATE: May 6, 1987
The American Insurance Association, represents 171

property/casualty insurance companies 1in the United States. The
AlIA supports legislation on cancellation and non-renewal of
commercial policies that will both provide reasonable protection
for the commerical insurance consumers and provide companies with
the flexibility they need to react to changes affecting indivi—
dual risks.

There are several changes to HB46 that the AIA believes
will improve the legislation, and that we urge you to consider.
These concerns include:

Failure to Renew S 37

Historically, there has been no notice requirement for
non-renewal of commerical policies. HB46 calls for a
forty-five (45) day non-renewal notice on commercial and
business policies. We suggest that a jump from no
requirement to forty-five (45) days will place an un—
necessary burden on the insurer, and will not serve the

consumer. In other states which have a forty-five (45)
day requirement for non-renewal notice, there simply has
been massive non-renewal mailouts. We recommend that

the period for non-renewal notice on business or commer —
cial policies be shortened from forty-five (45) days to
thirty (30) days (see page 20, line 29.)

The House Judiciary Committee 1incorporated a "rolling”
provision which provides that "if notice of non-renewal
is not given as required by this section, the existing
policy shall continue until the 1insurer provides notice
for the time period required by this section for that
policy.” We believe that this provision will benefit
both the consumer and the insurer. The AIA would like,



Memorandum to Senate Labor and Commerce Committee
May 6, 1987
Page Two

in addition to that provision, that "earned premium for
any period of coverage that extends beyond the expira—
tion date shall be considered prorata based upon the

previous year"s rate." As a matter of equity, an in-—
surer should not have to provide coverage without a
premium return. (See page 21, line 6.)

Cancellation of Auditable Policies - S 35(c)(2)

This section requires the insurer to perform, or waive
the audit before the effective date of cancellation and
return or credit any estimated unearned premium before
the effective date of cancellation. With many auditable
policies, it is virtually impossible to perform an audit
prior to cancellation, in particular 1if the policy
premium is based on payroll or sales receipts. The AIlA
is concerned that if the returned premium 1is not ade—
quate, that the courts may construe the cancellation to
be ineffective. Taking 1into consideration the con-—
sumer®s need for a return cf premium to obtain a re—
placement policy, and the 1insurers®™ concerns with this
section, the AlA suggests the following language: "Upon
return or credit of the estimated unearned premium, the
insurer or 1insured may request a post cancellation

audit. Failure of the 1insurer to return the precise
amount of wunearned premium prior to completion of the
audit shall not invalidate the cancellation.” (See page

19, line 26.)

We would be willing to work with the Committee to imple—
ment these changes.

TJSI12:mb:59



FAMILY CARE CENTER

CLINIC DIRECTOR MIDWIFERY DIRECTOR

Cary JciiFer N.D. . L. Sherrl{/lHdOH%‘y
DoctorofNaturopathic Medicine |kawie
MAY 5 1987
r May 4, 1
Tvijr ~2;:ztcrz felly and Cabling,
As you can -ee from the attached latcc: from Aetna, some
irsunt:o3 m"sanies are discrinina ting against -licensed  Jcjro-
:r =0.virs necju?e ve are net specifically listed 1in A.S.
*, r.i.jr.-;i'll D.
eem _graph D was passed into law in 1084. The Naturopathic
li-.etsirj law was not passed until 1986, hence we were net listed.
AT i. ><5.090 paragraph D received nc negative votes 1in wiener
*he hd-.re or Senate. Adding Naturopaths to tf:e list :: protected

providers 1is not a enntroversial 1issue and wi il be greatly ap-

rre®” isend bu the many policy holders who arc being denied freedonm
. ~JFtr,

Please amend U.S. 46 to include Naturopaths in the Use of ~
9V;:iers in A .d.21.JO.000 paragraph p. j

Thank you for your time and consideration.

Sineerely,

Cary Jasper .V.O0.

P .S. Don Kcoh of the Insuranee Division supports this e>Vi
ilcwrver, as per his request, we ask for thit avvndment jury if
there will be other changes r.ide roguirinr th* House to concu.
it is nor. our desire to ®ow this bill gown if no ocher chang-w
ate planned.

901 W. Flrewecd + Anchorage. Alaska 99503 « (907) 276-4611



J
PROPOSED AMENDMENT TO HB 46, "An Act relating to regulation of
insurance; and providing for an effective date."

by SENATOR ABOOD

AS 21.36.090(d) is amended to read:

(d) A person may not practice or permit unfair discrimination
against a person who provides a service covered under a group disability
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit
corporation, 1if the service is within the scope of the provider-®s
occupational license. In this subsection, "provider™ means a state
licensed physician, dentist, osteopath, optometrist, chiropractor,
naturopath, or nurse midwife.



January 6, 1987 LIFE 4 CASUALTY

C. Jasper, N D
1046 Mila
Anchorage, Alaska 99504

Dear Dr. Jasper:

In response to your inquiry concerning payments made by Aetna
for services rendered by licensed naturopaths, under our
standard medical insurance policies, 9uch services would not be
covered, Alaska statues 21.36.090, which sets forth unfair
provider discrimination prohibitions, does not include
naturopaths as a protected provider and therefore, Aetna does
not recognize naturopaths as a covered provider.

Recent legislation in Alaska instituting licensing procedures
for naturopaths did cause temporary confusion in our office and
resulted 1in some claims for naturopathic services being
benefitted in error. Because those payments were the result of
our error, no effort will be made to recover those erroneous
payments. However, we will not 1issue benefits for such
services after December 30, 1986, since they are not covered
under our policies.

We apologize for any inconvenience that may have been caused by
this situation and regret that our decision on this claim could
not have been more favorable to you.

If you have any further questions, please respond in writing
and we will get back to you as soon as possible.

Sincerely,

Tana Witty

Cost Containment Consultant

Employee Benefits Division - Claim Dept.
Aetna Life Insurance Company

TW/mL



PROPOSED AMENDMENT TO HD 46, "An Act relating to regulation of
insurance; and providing for an effective date.”

by SENATOR ADOOD

AS 21.36.090(d) is amended to read:

(d) A person may not practice or permit unfair discrimination
against a person who provides a service covered under a group disability
policy that extends coverage on an expense incurred basis, or under a
group service or indemnity type contract issued by a nonprofit
corporation, if the service is within the scope of the provider®s
occupational license. In this subsection, "provider™ means a state
licensed physician, dentist, osteopath, optometrist, chiropractor,
naturopath, or nurse midwife.
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January 6, 1987

C. Jasper, N D
1046 Mila
Anchorage, Alaska 99504

Dear Dr. Jasper:

In response to your inquiry concerning payments made by Aetna
for services rendered by licensed naturopaths, under our
standard medical insurance policies, such services would not be
covered. Alaska statues 21.36.090, which sets Tforth unfair
provider discrimination prohibitions, does not include
naturopaths as a protected provider and therefore, Aetna does
not recognize naturopaths as a covered provider.

Recent legislation in Alaska instituting licensing procedures
for naturopaths did cause temporary confusion in our office and
resulted 1in some claims for naturopathic services being
benefitted in error. Because those payments were the result of
our error, no effort will be made to recover those erroneous
payments. However, we will not issue benefits for such
services after December 30, 1986, since they are not covered
under our policies.

We apologize for any inconvenience that may have been caused by
this situation and regret that our decision on this claim could
not have been more favorable to you.

If you have any further questions, please respond in writing
and we will get back to you as soon as possible.

Sincerely,

Tana Witty

Cost Containment Consultant

Employee Benefits Division - Claim Dept.
Aetna Life Insurance Company

TW/ml



CSHB 46 (Rules) 1is amended as follows:
(L p 31, lines 1 and 2
delete AS 21.09.210(c)
2 p 1, lines 9 through 12 insert the following:
Section 1. AS 21.09.210(c) 1is amended to read-:.
Section 21.09.210(c). A domestic company which has filed
with the division by July 1, 1987 for approval to organize
is exempt from taxation under this section-until July 1I>Jw -t

1989.. AS 21.09.210(c) 1is repealed effective July 1, 1989.

(3) Renumber subsequent sections accordingly./

vr

f\rz.
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CSHB 46 (Rules) is amended as follows:

p 31, lines 1 and 2

delete AS 21.09.210(c)

p 1, lines 9 through 12 insert the following:

Section I.AS 21.09.210(c) 1is amended to read:

Section 21.09.210(c). A domestic company which has filed
with the division by July 1. 1987 for approval to organize
is exempt from taxation under this section-until July 1/

1989. AS 21.09.210(c) 1is repealed effective July 1, 1989.

Renumber subsequent sections accordingly.
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30

45
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days
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jays

days

days

CS HB 46 (Rules)

Time Periods in Bill

Notice of cancellation by insurer

due to insured"s license suspension or
revocation, conviction of a crime or
fraud or misrepresentation.

Page 18, Lines 5 and 27.

Notice of cancellation by insurer
due to nonpayment of premium or
withholding of information needed
to determinine premium.

Page 18, Lines 2 and 20.

Return of unearned premium after
cancellation notice if cancellation is due
to nonpayment of premium, license
suspension or revocation, conviction

of a crime, fraud or misrepresentation or
withholding of information.

Page 19, Line 5.

Notice of policy or coverage change upon
renewal of a commercial or business
insurance policy.

Page 20, Line 14.

Permissable period for cancellation

of personal auto policy - < if less than
60 days old.

Page 16, Line 29.

Notice of policy or coverage change
upon renewal of a personal line of
insurance.

Page 20, Line 12.

Notice of cancellation of a
personal line of insurance by
insurer. Note exceptions
under 10 days and 20 days.
Page 17, Line 27.

Notice of nonrenewal of a
commercial or business
insurance policy.

Page 20, Line 29.

Notice of cancellation of a
commercial or business
insurance policy by insurer.
Note exceptions under 10 days
and 20 days.

Page 18, Line 14.

Notice of nonrenewal

personal
insurance.

Page 20,

line of *~

Line 28.
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BY THE LABOR AND

IN THE HOUSE COMMERCE COMMITTEE

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to group disability insurance.”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.36.090(d) 1is amended to read:

()] A person may not practice or permit unfair discrimination
against a person who provides a service covered under a group disabil—
ity policy that extends coverage on an expense incurred basis, or
under a group service or indemnity type contract issued by a nonprofit
corporation, if the service 1is within the scope of the provider >
occupational license. In this subsection, "provider"™ means a state
licensed physician, dentist, osteopath, optometrist, chiropractor,

[OR] nurse midwife, or other licensed health care practitioner.



MEMORANDUM

TO: Mark Johnson c/o Senator Tim Kelly

FROM: Thomas J. Slaglf£%)American Insurance Association
RE: Meeting April 23, 1987 - 1:00 p.m.

DATE: April 22, 1987

As discussed 1in our telephone conversation, Steve Young
from the AlA"s San Francisco office will be with me for our
meeting tomorrow. Steve™s main purpose 1in coming to Juneau is
simply to meet some of the key people in the legislative process.
We would also like to discuss concerns with HB46, the so-called
omnibus 1insurance bill, and HB36, which 1is currently in the
Senate Labor and Commerce Committee.

I look forward to our meeting.

TJS:mb:29

Thomas J. Slagle, Esq
(907) 586-3340






