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PROPOSED LABOR AND COMMERCE COMMITTEE

LETTER OF INTENT TO SENATE BILL 307

It is the intent of the Labor and Commerce Committee that
a municipality is not to charge a greater interest under
section 1(a) (1) than 1is necessary to sustain the costs of
administering foreclosure activities and warehousing property
documents until the time of repurchase.



STATE OF ALASKA BILL VERSION: m
1990 LEGISLATIVE SESSION PUBLISH datf.» 2/10/90

FISCAL NOTE

REQUEST:

Title! AR Kt TeTating to property core-  RENCYMPed LSeTmainy 2 feaions Ajfatrs

closed upon by a municipality.” S

Sponsor : Senator Pearce Components :

Requestor:

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTAL OPERATING -0- -0- -0- -0- -0- -Nn-
CAPITAL

REVENUE |

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL -n- ~-0- 1 -0- _0- -0- -n-

POSITIONS:

FULL-TIME -0- -0- -0- -0- -0 e -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)
There is no fiscal effect for FY 90.

(Tyv- -
Prepared by: Jim Plasman. nenntv Director Phone: * -4750
Division ; Municipal Vv Regional- Assistance Dnic: fr-L
Annrnvpd hv Commissinnpr « Date: |_ |\] H
Agency: Community & Regional Affairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agcncy(ies) page - £_ of



STATE OF ALASKA Bill Version: SB 307
1990 LEGISLATIVE SESSION Publish Date: 271 lol90

FISCAL NOTE

Revision Date: Agency Affected: Department of Revenue
Title: Repurchase from Municipality of BRU: Treasury

Foreclosed Property

Sponsor: Pearce Components:

Requestor: Senate Community & Reqgiona.

Affairs

EXPENDITURES/REVENUES * (Thousands of Dollars)

1 1 FY 91 1 FY 92 1 FY 93 1 FY 94 1 FY 95 1 FY 96
1 OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES 1 0 1 (o] | 0 | 0 i o} | 0
J TRAVEL ! o} | 0 1 0 | 0 1 0 | 0
| CONTRACTUAL ! 0 1 0 1 0 ! 0 i 0 1 0
|  SUPPLIES 1 o | 0 1 0 | 0 ! o | 0
j EQUIPMENT 1 0 1 o} | o 1 0 1 0 1 0
j LANDS & STRUCTURES 1 0 i o} | o i 0 1 0 | 0
I GRANTS, CLAIMS | 0 1 o} | 0 i 0 1 0 | 0
i MISCELLANEOUS 1 0 1 0 i o} | 0 1 0 1 0
1 TOTAL OPERATING 1 0 1 0 1 o 1 0 1 0 1 0
CAPITAL
1 REVENUE 1 0 1 0 1 0 1 0 1 0 1 0
FUNDING: (Thousands of Dollars)
| GENERAL FUND | ) 1 0 1 0 1 0 1 0 1 0
| FEDERAL FUNDS | o 1 0 1 0 1 0 1 0 1 0
| OTHER | 0 1 0 1 0 1 0 i 0 1 0
1 TOTAL 1 0 1 0 1 0 1 0 1 0 1 Y
POSITIONS:
| FULL-TIME | 0 1 1 0 1 0 1 0 1 0
| PART-TIME | 0 1 o} ! 0 1 0 0 1 0
1 TEMPORARY i 0 1 0 1 0 1 0 1 0 1 0
ANALYSIS: attach a separate page for analysis.
Fiscal year 1990 effect is zero.

Prepared By: Milt Barker Phone: 465-2350
Division: Treasury Date: February y. 1990
Approved by Commissioner Date: zZ ' &
Agency: Department of Revenue
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

O ffice of Management and Budget

of

Impacted Agency(ies) page



Alaska State Legislature

3111C Street, Suite 1) Dnrg
Anchorage, Alfaska 99503 BoxV
909/) Juneau, Alaska 998]1
(907) 4654003

Senator Drue Pearce

District
SPONSOR STATEMENT

TO: Senator Dick Eliason, Chairman
Senate Labor and Commerce Committee

FROM: Senator Drue Pearce
RE: Senate Bill 307
DATE: March 5, 1990

Current statutes provide that the previous owner may repurchase a
tax foreclosed property for 10 years after foreclosure but before
the property is sold. To redeem the property, the previous owner
must pay the full amount owed to a municipality under the judgment
and decree plus interest not to exceed 15 percent a year from the
date of entry of the judgment to the date of repurchase PLUS
delinquent taxes and levied as though the property had remained 1in
private ownership PLUS <costs of foreclosure and sale. If a
municipality sells the property during the 10 year period, the
previous owner is entitled to the proceeds beyond the <costs
mentioned above.

No provision is made for a municipality to recover "holding costs"”
that include insurance, maintenance and repair, association dues,
reasonable management fees and such other costs that a prudent
property owner would 1incur.

The Alaska Municipal League and the Municipality of Anchorage
support passage of this legislation.

DP: jf



STEVE COWPER, GOVERNOR

»KI*T. OF COMMUNITY & IKKtilONAL AFFAIILIS 0 p.o. 00Xo
JUNEAU. ALASKA 990112100

PHONE: (907) 465-4700

1 949 E. 36TH AVENUE. SUITE 4C0
ANCHORAGE. ALASKA 9950B-4302
PHONE: (907) 563-1073

OFFICE OF THE COMMISSIONER

February 14, 1990

POSITION PAPER
RE: Senate Bill 307
SPONSOR: Senator Drue Pearce

Program Effects

Senate Bill 307 provides for reimbursement to municipalities
for <certain costs incurred as a result of maintaining and
managing property which has been Tforeclosed on because of

non-payment of local property taxes. The bill adds to the
existing list of costs those expenditures by a municipality for
insurance, repairs, association dues (condominium), and

management fees.

Comments

Over the past few vyears, as municipal economies have been
negatively impacted by reduced revenues, the subsequent
reductions in populations have magnified problems related to
property foreclosure. Municipalities typically must foreclose
on properties which are less desirable and, therefore difficult
to sell. Those types of property are likely to be in need of
costly repair before they can be marketed. These problems,
combined with a glut of available property on the market, cause
the holding period to be extended, thereby increasing the costs

to municipalities for maintenance and management of the
properties.

The department supports the passage of SB 307. The bill
provides for fair and reasonable reimbursement of maintenance
and management expenses, and only to the extent that those
expenses exceed any income to the municipality through rental
or other payments made during the holding period. The recovery
of these costs through the sale of the property would eliminate
the present necessity of the municipality having to pay the
costs by using other locally-

21-PIIH
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IHKUIONAL AFFAILILIS

OFFICE OF THE COMMISSIONER

OF COMMUNITY &

February 14, 1990

POSITION PAPER

STEVE COWPER. GOVERNOR

0 PO BOXB

JUNEAU. ALASKA 99811:2100
PHONE: (907) 4654700

HAOE. 38THAVENUE, SUITE 400
ANCHORAGE, ALASKA 095084302

PHONE: (907) 5631073

RE: Senate Bill 307

SPONSOR: Senator Drue Pearce

Program Effects

Senate Bill 307 provides for reimbursement to municipalities
for certain costs incurred as a result of maintaining and
managing property which has been foreclosed on because of
non-payment of local property taxes. The bill adds to the
existing list of costs those expenditures by a municipality for
insurance, repairs, association dues (condominium), and
management fees.

Comments

Over the past few years, as municipal economies have been
negatively impacted by reduced revenues, the subsequent
reductions in populations have magnified problems related to
property foreclosure. Municipalities typically must foreclose
on properties which are less desirable and, therefore difficult
to sell. Those types of property are likely to be in need of
costly repair before they can be marketed. These problems,
combined with a glut of available property on the market, cause
the holding period to be extended, thereby increasing the costs
to municipalities for maintenance and management of the
properties.

The department supports the passage of SB 307, The bill
provides for fair and reasonable reimbursement of maintenance
and management expenses, and only to the extent that those
expenses exceed any income to the municipality through rental
or other payments made during the holding period. The recovery
of these costs through the sale of the property would eliminate
the present necessity of the municipality having to pay the
costs by using other locally-



Fairbanks North Star Borough

March 13, 1990

The Honorable Dick Eliason, Chairman
Senate Labor and Commerce Committee
Alaska State Legislature

P.0O. Box V

Juneau, Alaska 99811

Dear Senator Eliason:

The Fairbanks North Star Borough is concerned about any proposal to
change the provisions of Senate Bill No. 307 that affects interest
rates which can be charged on delinquent taxes (Section I1.A.l).

The original language of the bill perpetuates the current
provisions in AS 29.45.250 and AS 29.45.470 relating to interest
on delinquent taxes, and is appropriate 1in its present form.

Our opposition to changing the interest rate provision on
delinquent property taxes is based on experience. The Fairbanks
North Star Borough charges only 8% interest on delinquent taxes.
Our observations are as follows:

Some individuals are willing to let their taxes go unpaid because
the interest rate we were charging is less than could be obtained
from any lending institution. In some cases, 1individuals who have
the funds to pay the Borough taxes refuse to do so because they
have their money 1in investments which were yielding higher rates of
return than the Borough was charging. The Borough in effect has
been an involuntary lending institution.

The low rate of interest on delinquent taxes provides an incentive
for people not to pay delinquent taxes once they became delinquent.
This results in unnecessarily high rates of delinquency and more
difficult foreclosure processes. The overall affect of this
situation is to penalize those members of the community who pay
their taxes timely as a matter of civic pride, or respect for the
intent of the law. This occurs because it becomes necessary to
raise our mill rate to compensate for the unnecessarily high rate
of delinquency; thus, those who pay timely also have to pay more
because of a few individuals who take advantage of the situation.

The situations described above were much more serious a few years

ago when interest rates were generally much higher than they are
presently.

809 Pioneer Road . P.0. Box 1267 Fairbanks, Alaska 99707 . 907 452-4761



Letter to Sagnator Dick Eliason
March 13, 1990
Page Two

Our experience points out that it is desirable to have the rate of
interest charged by the Borough to be similar to what is being
charged in the financial community. IT the municipalities interest
rates become much less than the market rate, serious collection
problems result, and the timely taxpayer 1is ultimately harmed.

I would also like to point out that the State law only sets a

maximum which the taxing authorities may charge. In our case the
Assembly has kept the actual rate charged well below the maximum
allowed. It is appropriate for some latitude 1in this decision to

be left to the individual municipalities in order that they might
address their specific situations appropriately.

Senate Bill No= 3Q7 clarifies the municipality®"s ability to be
reimbursed for costs incurred incidental to the enforcement of
property tax liens, and is appropriate in its present form. The
Fairbanks North Star Borough Administration supports 1its passage as
currently worded.

Thank you for considering our concerns relating to this bill.

Mayor

cc: Senator Drue Pearce
Alaska Municipal League



March 13, 1990

The Honorable Dlck Eliason

The State Senate
Chair, Senate Labor and Commerce Committee

Juneau, Alaska 99801

Dear Honorable Eliason:
SUBJECT: SB307 - Relating to Property Foreclosures

The City and Borough of Juneau supports the intent of SB307, which allows
municipalities to 'recover costs Incurred in maintaining and r_nanagmc};
foreclosed property”. W also support the interest rate cap provision 0

15%.

We are concerned that the committee would consider an Interest rate cap
Inconsistent with other parts of Title 29. W recommend, at minimum, the
interest rate be consistent at 15% through the redemption period. W
support our position for the following reasons:

1. Rates should be consistent throughout the foreclosure process. This
reduces municipal work loads and confusion.

2. Property tax is the main source of revenue for our general operating
budget.  Interest rates should be high enough to act as an Incentive.
Our experience has shown taxpayers tend to use tax delinquencies as a
method of financing when Interest rates are high.

The City and Borough currently charges 10% interest on delinquent
accounts. W consider that rate reasonable and would like to retain the
flexabllity of adopting highest rates if the need arises.

If 'yvou have additional questions please feel free to contact me at
586-5215.

cc: Senator Drue Pearce

h~5 south Seward Street, Juneau, Alaska 99801



DEPARTMENT OF FINANCE
Tfoaiury Divliion

March 13, 1990

Dick Eliason, Senator
Chair of the Senate Labor & Commerce Committee

Alaska State Legislature

Pouch V
Juneau, Alaska 99811

Dear Senator Eliason:

Subject: Senate Bill 307 "An Act Relating to property foreclosed
upon by a Municipality"”

We have been informed that the Senate Labor & Commerce Committee
heard testimony on Senate Bill 307 that proposed vreducing the
interest rate specified in section l.a.l. of the Bill,

The interest rate cap should not be changed. The 15% maximum rate
under the current law allows municipalities the flexibility
necessary to tailor delinquent tax interest: rates to local

conditions, community opinion and market conditions.

The Municipality 3trongly supports Senate Bill 307 as it was
introduced; to permit municipalities to effectively maintain
foreclosed property for the benefit of the neighborhood and the
community without imposing the cost of holding these properties on

other taxpayers.

Sincerely,

Ellen 3. Braden
Treasurer

EBB:svj

cc: Senator Drue Pearce



By: Hank Hove
Introduced: C3/08/90
Adopted: 03708790

RESOLUTION NO. 90-029

A RESOLUTION URGING PASSAGE OF SENATE BILL 307 RELATING TO
PROPERTY FORECLOSED UPON BY A MUNICIPALITY

WHEREAS, if a municipality forecloses on property when
costs such as management fees, association dues, or rent 1is due,
there are no provisions for a municipality to recover those

costs; and

WHEREAS, if repair 1is necessary on a foreclosed piece
of property or if there exists a hazardous situation on
foreclosed property which a municipality 1is responsible for,

there are no provisions for recovering those costs; and

WHEREAS, Senate Bill 307 provides that a municipality
may recover expenses for insurance, repairs, maintenance costs,
association dues, and management fees that exceed amounts

received by the municipality for use of the facility.

NOW, THEREFORE, BE IT RESOLVED that the Fairbanks North
Star Borough Assembly urges the passage of Senate Bill 307.

BE IT FURTHER RESOLVED that copies of this resolution
shall be sent to the Honorable Steve Cowper, Governor, State of
Alaska, Larry Merculieff, Commissioner, Department of Commerce
and Economic Development, David Hoffman, Commissioner, Department
of Community and Regional Affairs, the Honorable Mike Szymanski,
Chairman, Senate Community and Regional Affairs Committee, the
Honorable Richard "Dick" Eliason, Chairman Senate Labor and

Commerce Committee, and all members of the Interior Delegation



MUNICIPALITY OF ANCHORAGE 1989 LEGISLATIVE PROGRAM

TITLE: Holding Costa on Foreclosed Property A.S. 29.45.480(a)&(b)

SPECIAL LEGISLATION REQUEST:

Amend A.S. Sec. 29.45.470(a) by adding after "tosts of foreclosure
and sale"” the following: "_..and holding costs including insurance,
maintenance and repair, association dues, reasonable management fees
and such other costs that a prudent property owner would 1incur.

Likewise, amend A.S. Sec. 29.45.480(b) -by adding the same phrase as
above to the first sentence. Also add the words ™"and holding costs”™
to sentence two after the words "interest and costL*".

BACKGROUND/JUSTIFICATION:

The current statutes provide that the previous owner may repurchase a
tax foreclosed property for 10 years after foreclosure but before the
property is sold. To do so, he must pay the full amount applicable
to the property under the judgment and decree, with interest not to
exceed 15 percent a year from the date of entry of the judgment of
foreclosure to the date of repurchase, and delinquent taxes assessed
and levied as though i1t had continued in private ownership, and costs
of foreclosure and sale. In addition, if the municipality sells the
property during the 10 year period, the previous owner is entitled to
the proceeds, beyond the costs mentioned above. No provision is made
for the Municipality to recover "holding costs".

STAFF CONTACT: Bob Nelson, Chief Fiscal Officer, 343-6610



T HIS D O CUMENT

H A S B E EN R EPHOTOGIRAPMHED

T O A SSURE LE G IBILITY

02-576(2/771



By: Hank Hove
Introduced: 03708790
Adopted: 03708790

RESOLUTION NO. 90-029

A RESOLUTION URGING PASSAGE OF SENATE BILL 307 RELATING TO
PROPERTY FORECLOSED UPON BY A MUNICIPALITY

WHEREAS, if a municipality forecloses on property when
costs such as management fees, association dues or rent 1is due,
there are no provisions for a municipality to recover those

costs; and

WHEREAS, 1if repair is necessary on a foreclosed piece
of property or if there exists a Hazardous situation on
foreclosed property which a municipality is responsible for,

there are no provisions for recovering those costs; and

WHEREAS, Senate Bill 307 provides that a municipality
may recover expenses for insurance, repairs, maintenance costs,
association dues, and management fees that exceed amounts

received by the municipality for use of the facility.

NOW, THEREFORE, BE IT RESOLVED that the Fairbanks North
Star Borough Assembly urges the passage of Senate Bill 307.

BE IT FURTHER RESOLVED that copies of this resolution
shall be sent to the Honorable Steve Cowper, Governor, State of
Alaska, Larry Merculieff, Commissioner, Department of Commerce
and Economic Development, David Hoffman, Commissioner, Department
of Community and Regional Affairs, the Honorable Mike Szymanski,
Chairman, Senate Community and Regional Affairs Committee, the
Honorable Richard "Dick™ Eliason, Chairman Senate Labor and

Commerce Committee, and all members of the Interior Delegation



PASSED AND APPROVED THIS 8TH DAY OF MARCH, 1990.

Presiding Officer j/

ATTEST:

Clerk of the Assembly

RESOLUTION NO. 90-029
Page 2 of 2



MUNICIPALITY OF ANCHORAGE 1989 1L SISLATIVE PROGRAM

TITLE; Holding Costs on Foreclosed Property A.S. 29.45.480(a)&(b)
SPECIAL LEGISLATION REQUEST:

Amend A.S. Sec. 29.45.470(a) by adding after "costs of foreclosure
and sale” the following: ...and holding costs 1including Insurance.
maintenance and repair, association dues, reasonable management fees
and such other costs that a prudent property owner would 1incur.

Likrwise, amend A.S. Sec. 29.45.480(b) by adding the same phrase as
above to the first sentence. Also add the words ™"and holding <costs"”
to sentence two after the words "interest and costs".

BACKGROUND/JUSTIFICATIONt

The current statutes provide that the previous owner may repurchase a
tax foreclosed property for 10 years after foreclosure but before the
property is sold. To do so, he must pay the full amount applicable
to the property under the judgment and decree, with interest not to
exceed 15 percent a year from the date of entry of the judgment of
foreclosure to the date of repurchase, and delinquent taxes assessed
and levied as though it had continued in private ownership, and costs

of foreclosure and sale. In addition, 1if the municipality sells the
property during the 10 year period, the previous owner is entitled to
the proceeds, beyond the costs mentioned above. No provision is made

for the Municipality to recover "holding costs".

fr-ric: -nr NtO'Zr j-"te.ir arc™: Feosr”.-.l

STAFF CONTACT: Bob tfexson, Chief Fiscal Officer, 343-6610






0 FURTHER: Finance
DATE TURNED INTO OFFICE:
Labor & Commerce Committee considered SB 308

"An Act relating to taxation of certain state property by
municipalities; and providing for an effective date."”

and recommended:

[Y same title
[ J replace with CS [ 1 new title
[wfor adopt cs TISA 30)(C<|+£Aj [ ] technical

title change
] attached amendment(s) (HB only)
3

[
[ letter of intent adopted

[J~do pass

[ 1 do not pass

[ 1] no recommendation

[ 1] individual recommendations

[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:
Dept/Date: Dept/Date:
[ J fiscal note(s). [i~rfiscal note(s)
Comnv
[ 1 zero fiscal note(s) [ 3 zero fiscal note(s)
[ 1 appropriation-no fiscal note [ 1 Governor®s bill w/fiscal note

OTHER RECOMMENDATIONS:

and Recopimendatiion



Alaska State Legislature

3111 C Street, Suite 150 D{@ Sesslon:

Anchorage, Alaska 99503 Box V
(90%) 561-2033 Juneau, Alaska 99811
(907) 465-4993
Senator Drue Pearce
District G
MEMORANDUM
T0: Dick Eliason, Chairman

Senate Labor & Commerce Committee

FROM: Drue Pearce ("

RE: SB 308

DATE: April 6, 1990

Please schedule a hearing as soon as possible for SB 308 which
concerns the taxation of state and federal properties by
municipalities. This Bill makes taxable real property acquired by

state or federal government agencies through foreclosure or deed
in lieu of foreclosure and retained for investment purposes.

The legislation was vrequested by the Alaska Municipal League
because millions of dollars of assessed values are being removed
from assessment rolls across the state by certain governmental
agencies which have foreclosed on property 1in which they have a
security 1interest. Some state agencies have been exempted from
taxation while others have been required to pay them. Inequities
are also created because exempt properties bear no tax burden but
receive the same services they did while 1in private ownership.

The Bill corrects this situation and extends to federal properties
similarly held and not otherwise exempt from taxation
by federal law.

This legislation is obviously important to the municipalities and
for this reason | am requesting that you expedite its scheduling
so we can have passage by this legislature.

DP:pc



Alaska State Legislature

3111 C Strel't, Suilt! 150 Dn(r)g
Anchorage, Alaska 99503 Box V
90q7) Juneau, Alaska 99811
(907) 465493

Senator Drue Pearce

District G

MEMORANDUM

TO Dick Eliason, Chairman
Senate Labor & Commerce Committee

FROM Drue Pearce
RE SB 308
DATE: April 11, 1990

SB 308 relates to the taxation of state and federal properties by
municipalities. The Bill makes taxable real property acquired by
state or federal governmental agencies through foreclosure or deed
in lieu of foreclosure and retained for investment purposes.

Under current state law some agencies of the State are treated
differently from others 1in regards to Jlocal property taxes on
properties obtained through default or foreclosure. Alaska Housing
Finance Corporation (AHFC) pays local property taxes realizing that
local services contribute to the value of its property. However,
the Public Employees Retirement System (PERS), the Teachers
Retirement System (TRS), and the Alaska Industrial Development and
Export Authority (AIDEA), which hold the majority of foreclosed
property in the State and also receive municipal services, do not
pay taxes on properties they have obtained through foreclosure
because local property tax exemptions have been provided by
statute. Certain federal agencies have also claimed they are
exempted by state law because of the general nature of present

statutory language.

This legislation was requested by the Alaska Municipal League 1in
order to recover the millions of dollars in assessed values being
removed from assessment rolls across the state by these exemptions.
The Bill also corrects exemption inequities and equalizes the tax
burden for properties receiving the same services they did while
in private ownership. SB 308 extends to federal properties
similarly held and not otherwise exempt from taxation by federal

law.



Passage of this legislation is supported by the Municipality of
Anchorage and the Alaska Association of Assessing Officers.

DP:pc



STATE OF ALASKA BILLVERSION: ~ CSSB 308 (C&RA)
1990 LEGISLATIVE SESSION PUBLISH DATE:
REQUEST: FISCAL NOTE
Revision Date: _ _ A%encyAffected: Commerce & Economic Dev.
Title:  An Act relatino to taxatlo_n_Tf_ . BRU:. Alaska Industrial Development &
certain state property by municinalities Export.Authoritv
SpOﬂSOﬂ Pearce ZfomponenB;

Requestor:  SEMtg,.CIRA.

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING Fy 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND «STRUCTURES

GRANTS. CLAIMS \

MISCELLANEOUS 200 400.0 400.0 400.0 400.0 JOoiuL

TOTAL OPERATING 400.0 400.0 400.0 400. 400.0 400.0

o

CAPITAL vl

REVENUE

FUNDING:  (Thousands of Dollars)

GENERALFUND
FEDERAL FUNDS
OTHER 400.0 400. .Q 400 fl ann
TOTAL -,.4Q(L0. ann n ann n ann

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ann n ann n
ann n ___fIfIQ.Q

jum o

ANALYSIS :  (Attach aseparate page ifnecessary)  nO fiscal impact for FY 90.
SEE ATTACHED

Pr_ep_ared by: — BerfcrflQLj., Wflg_non--—ExeriItiVP D.irprtnr Phn™ (9071 gfii.anc,.
Division: Alaska Industrial .Development.™ Export. Anthony 4/filgn

Approved by Commissioner: - WercuT_fetf- A Pty 4 70 7m0
Agency; “Department orCornrterce & Economic”Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget .
Impaned Agency(ies)

LW/dgl16692D/040690a



ANALYSIS
CSSB 308 (C&RA)

The tax on $27 million of defaulted loans at an average of 15 mills would equate to
approximately $400,000. Over the years, property acquired through foreclosures should

decrease while the value of property will increase.

No property owned by the authority

under its development program is included (DeLong Mountain) as CSSB 308 (C&RA)

would not put them on the tax rolls.

NUMBER OF
LQgAL-G.Q-YERJM ENT ERQEEKEES

Municipality of Anchorage 39
Fairbanks North Star 6

Borough
Kenai Peninsula Borough 5
Matanuska-Susitna Borough 7
City & Borough oflJuneau 2
City & Borough ofSitka 1
City ofValdez 1
North Slope Borough JL
Total £2

6692D-2/040690a

ASSESSED VALUE

$17,434,400

2,088,620

2,602,900
2,148,800
565,000
825,730
817,400
482.900

$26,965,750

Page 2 of2

AIDEA PAYMENT
(Excluding Bank
Owned Portion)

$292,001

32,392

27,418
26,592
6,905
3,606
12,220
8.871

1410.225



STATE OF ALASKA BILL VERSION: SB 308
1990 LEGISLATIVE SESSION PUBLISHDATE: H ~1-

FISCAL NOTE
REQUEST:

t. ot Commerce
Agency Affected: & Economic Development

BRU ;AK Industrial Development and
Export Authority

Revision Date:
Tiiie: An Act relating to taxation of
certain state property by municipalities

Sponsor: Pearce

Components f-———————————————
Requestor:Senate C & RA

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS 1,000.0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0

TOTAL OPERATING l.gP# 0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0

CAPITAL
REVEFjr=

FUNDIN*® “Thousands of Dollars)

GENERAL P

FEDERAL ,NDS

OTHER 1.000.0 1,000.0 1,100.0 1,200.0 1,200.0 1,200.0
TOTAL —LmySL- !:000.0 , 190.9. w 1-200.0 1.200.0  1.200.0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attacha separate page ifnecessary) No fiscal impact for FY 90.

The tax on $27 million of defaulted loans at an average of 15 mills would equate
to»approximately $400,000. The DeLong Mtns. Transportation Project at $150
million at 4 mills would equate to approximately $600,000. Over the years,
property acquired thru foreclosure should decrease while development projects
(Red Dog, Dutch Harbor, et.al.) should,.!

Preparedby: Bertram L, HaRno_a, AIDEA Phone (907) 561-8050
Division: A I D E A e—j £ Date:

Approved by Commissioner: . Date:

Agency: Commerce and Economic Development.

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agcncy(ies) page. of



Senator Drue Pearce
State of Alaska

Senate Office Building
Juneau, AK. 99811

Dear Senator Pearce:

I am sorry that your bill SB3G3 has becc/re so confused ana sincerely wish we
could have 1lad discussion earlier, I introduced the 1issue to the Alaska
Association of Assessing Officers and, on their behalf/ to the Legislative
Ccrrmittaa of AMD in 1237. yjy awareness cane as a result of a very cicao friend
who defaulted or. a mortgage secured by TRS anci lias since lived in his forcer
home on a month to month rental with: no liability for taxes as the property
belong to the Dacarunsnt of Favenus, an exempt agency. JTuj.Th.tr research
requested through CCFA rb"/aaied a number of residential ar.d ccrrmsreial
properties in various municipalities and ranted to occupants, yet exempt from
taxes. Inquiries to obtain copies of lease agreements were “unsuccessful as
these month to month arrangements ere not describee _n cceir.var.t2 nor precisely
known by D0?, as they are negotiated by agencies and renters clangs or. » month to
month basis.

This is the reason PKR5, TP3 and AIDA were mentioned in Aid- Policy as exarrples
compared to HUD and AHFC which do pay for maintenance of public services through
local property tax, presur.ung That failure to prcrudoe services iniulei harr. future
value of surplus properties.

Since that time (1333) it has cans to light that there are a number of State and
Federal investment entities which pledge public faith and funds to secure
various mortgage instruments fligject to foreclosure, cr deed in lieu of
foreclosure reversion to the entity. The list- has grown to includei Fart; Herb
Administration, SEA, various Federal retirement Funds, ?S58, TI<S, AIDA,
Agricultural Revolving Loan Fund, Permanent .Fund, and theunique one 1 have
dealt rvith, the U.S. Coaat Guard widows PvStiresnent Fund. The 1list is very
extensive considering that any federal cr state fiduciaries of funds could hold
"_mortgage or security interest in property in the state chat ccuid bo 2ub“t-cc of
foreclosure, or deed in lieu of foreclosure.

With this background it Is pirobsbiy morn direct to first review what ,;as net
intended originally:

It was not intended that a state or federal agar.cy ba taxvd on face that it
has Minvested" in a .mortgage instrument. Ths agency should be r.o mere
responsible for taites I*«vitid cn thn prcoaoiy than cry ocher mortgager
(bank). The mortgagee 1is the owner of record and is specified in Title 23
as the recipient of tux notices and bills. Failure of th* moregages to
settle lien for taxes jx-sulcs 1in fcrc-dcrur-e by tiro ru-niripality. At ihé&ri
tiro the mortgagor may ?ct to preaarv*.* their security interest but In titLog



so they assure responsibility to satisfy pr»:«bf:t Wu r.ibuio U«n3 assessed
during their possession.

It was net intended fch&U property o" t.vs SCAte c: fosisral go""torrent be
taxed, by virtue of security .tr.reresc hcldiig any nxre than * baix .

Viliat was intended is that where a state- or Sati&nl ugency tir/osts in rbrvgages
or other security interest in property ani only when foreclosure or eie=d ir. lieu
of foreclosure occura, the agency (incxtgtgor; hz- required to assume
responsibility tc pay for public services which ccntithuto to the future resale
value of the property (i.e. fira protection, police, utilities, schools, etc.)
for only that period they are ir, possession .in ttr.térpt to resale. Federal Ilow
rscognices this responsibility (HUD) and State ST.acuta recogiiizea tins m case
of AHFC.

Hopefully, this frames tlsa larger policy issues your bill addresses:

1. Should state ager.ciea benefit frcr. exemption from tax net. available to
ether mortgage investors or prcpesty managers.

2. Should exemption frcra taxes be por.riccsd wha/e it impacts municipal
services which, 1in turn, affect the future value of foreclosed properties.

3. Should different stateagencies be treated differently as regards
property taxation.

4. Should certain federal agencies beperm.lItted to claim fadsral
exemption even where USC is permissive to local taxation but for lack of
specific mention in Alaska statute.

The amendments submitted 2/15/DC were prepared 1in conjunction with AML, one
State Assessor, and Mr. Ga.tti, MSB Attorney, to address issues creator char. gust
PET<E, TRS and AIDA, the foilwing is & brief analysis:

AS29.34.030(3) (1)

A. This is current statute, which prr/id.-stint an jiasigned iivierfest Jr.
public property is taxable to the recipient of interest, 1iIn these cases
the scata retaiiti full title to the property but crsatas ? determinable
possessory interest assigned bo a private party. The pouoesscry interest

( i1s regularly tcared where there -are bst.ecndriioie- c-arms or.d conditions of
assignment. This 1is not liie case with property by the tepartmanx
of Revenue as previously discussed.

B. Titis sQCtion {specifies the only two ccndLeinnn m /.then property owned
by a state or federal agency may become “labia for property tax;
foreclosure and deed in liev. of foreclosure. It does not permit taxation

in casos of relinquishment of rights or default or. ootvr.racts whttrs thtrvs ia
no dead of truac.. Aside from concern .oh,cut ?&\ Dog Mir.e Hoad, this
specific emission is r.c m.uecluda taxation of property nubjact of state land
disposal programs. These lands are- expected to rurum to the public Jtrain
when private interest expires, Generally deeds =>f trur.c 1jr> not recorded
by Department of Revenue for there transactions.



Finally addressed ia the situation wherein a state or federal aga;:cy nay
elect to use and occupy surplus property fcr administrative pufpcsaa, Thie
ia an option normally reserved in federal cede and in statutes cf other

states.
C. This section io specific to federal property and is taken frem
statutes of the State of Oregon. It ia the enabling language which

unequivocally permits taxation of federal property where waiver of
3QvF> sign immunity is contained in federal code,

AS529.45.295

This section adds penalty, interest and collection cost recovery in cases
of delinquent payment of taxes sindiar to sublet of bill 333C7. Because
cf inclusion c¢f federal property it substitutes "appropriate court” ratter
tlian "superior court” as proper proceeding. Mote also that AS29.4S.-iSO
deads  wi* payment cf taxes upon public utilisation, between
inunicipaiiuiea. This is not part ¢f the foreclosure process as prescribed
by Title .23 nor would it be prudent that other municipalities arc net
granted what tliay are due in actions regarding state and federal property.

It is my hope that this local view is helpful to you. | very much lock forward
to a work session suggested by Senator Szymanski. Meanwhile, however, if there
are questions that I might answer, please feel frse co contact me.

Yours truly,

Gar~S. Lewis
Borough Assessor
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Senator Pearce, february 18, 1990
= Page 2

| am sure that other municipalities are in this same position
We need your helpl

Sincerely,

Steve Bainbridge
City Adm inistrator
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ALASKA ASSOCIATION QF ASSESSING OFFICERS

February 23, 1990

Senate Camunity and Regional Affairs Comrdttee
Senators Symaneki, Frank, Pearce, Porchot and Adams
Mail Step 2100

Juneau, Alaska 99811

RE: Alaska Association of Assessing Officers Position on
SB 308 - Taxation of Certain State Agencies

Dear Senators:

The purpose of this letter is to clarify to the Ccrmittee why the
Alaska Association of Assessing Officers and several municipalities
have taken a supportive position on SB 308, We do believe, however,
that the bill as introduced, does not accurately reflect the intent of
our Association or the AML Policy Statement and should be amended. We
will offer an amendment in this letter.

This legislation was requested due to the fact that there are millions
of dollars of assessed values being removed fran assessment rolls
across the State by certain government agencies which have foreclosed
an property in which they have a security interest. Some of the State
agencies are exempted by the statutes which created the agency, while
others, like Alaska Housing Finance. Corporation, are required to pay
taxes.

There are three agencies which constitute the majority of the property
described above: Alaska Industrial Development and Export Authority/
(AIDEA), Public Employees Retirement System (PERS), and the Teachers
Retirement System (TRS). These agencies participate in the financing
of catmercial properties and when a foreclosure occurs, the agencies
are listed on the documents as owner and consequently, are automat—
ical.lv exempted.

In many cases, the properties are leased and the agencies collect the
rents. The rents obtained by tlie agency should approximate market
rents, which will have a built in factor for taxes. |If the agency
rents at belcw market rents, they have an unfair advantage over the
private sector in that they are not responsible for payment of proper—
ty taxes. This creates an inequity not only for the private sector
which competes with the agencies, but also shifts the tax burden away
from these properties while they receive the same services they did
while in private ownership.

We realize that not all properties owned by these agencies may be
rented or if so, may net command a positive cash flew, however, they are
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carpeting v".th the private sector, receiving comparable services and
yet still maintain a distinct advantage over comparable property
within the same jurisdiction.

We have recently encountered a situation whereby certain federal
agencies, which are taxable pursuant to federal law, insist that they
are exempted by our own state statutes. AS 29.45.030(a)(l) states:

"29.45.030, Required exemptions, (a)The fo" owing property is exempt
from general taxation:
(» municipal, state, or federally owned property, except that a
private leasehold, contract, or other interest in the
property is taxable to the extent of the interest.”

This language seems to exempt all federal property regardless of any
permissive taxing language which may be contained in federal law. We
believe that by changing the current statute to allow for taxation of
these properties, if permissive federal law exists, this problem will
be solved. Currently, several large federal agencies, such as FDIC,
FSLI0, HUD and VA, pay municipalities taxes for property which they
have taken title to under a foreclosure proceeding. Farmers Heme
Administration has chosen not to make tax payments, citing as part of
their argument, AS 29.45.030(a) (1).

Therefore, we request that the committee recannend passage of SB 308
with the following amendments. ~

Page 1

Line 6 - For an Act entitled: "An Act relating to taxation of certain
state and federal properties by municipalities; and providing for an
effective date.”

Page 1
Line 11 - Except as provided in AS 29.45.030(a)(1), ---- -
Page 1

Line 23 & » ... AS 29.45.030(a) 1is amended to read:
(@ The following property is exempt from general taxation:
(D municipal, state, or federally owned property,
except that
(A a private leasehold, contract, or ether interest
in the property is taxable to the extent of the
interest;

(B) property held by state entitles as a result of
foreclosure or accepted through a deed in lieu"of
foreclosure and not used for administrative purposes by
an exempt entity shall be taxable to the extent
provided in other provisions of law7
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Page 3

©) property of the United States, Its acfenciea, or
insmimentailtleB la exempt frctn taxation only to the
extent that taxation thereof is forbidden bv federaT"
law.

Page 2

Lina 22 - Sec. 29,45,295 Collection of Delinquent Taxes on Certain

State and Federal Property,
fa) Property taxable under AS 29.45.030 (a)(1)(B)

() A municipality may bring action in the superior
court to compel payment of property taxes, including
penalties, <x>ilectlon coats, and interest due from a
state or federal agency if the agency la delinquent in
payment after the date that the taxes are due.

Page 3

Line 5 - Except as provided in AS 29.45.030(a) (@

Page 3

Line 18 - Except as provided in AS 29.45.030(a) (@

We would like to express coir appreciation to each member of this
Committee for the dedication shown in attesting to cure the
inequities found in our tax laws. We remain available to you for

questions and hope that you will take advantage of the vast amount of
information and expertise which exist within our Association.

Sincerely,

ALASKA ASSOCIATION OP ASSESSING OFFICERS

Mickey Keller
President

Steve Van Sant
Vice President






(SENATE COiIMMITTEE REPORT
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Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23

FURTHER

**F]SCAL NOTE(S) MUST BE ATTACHED
IN ACCORDANCE WITH AS 24.08.035 5 m
h/28/89 DATE TUHNED INTO OFFICE

Mr. President:

Labor and Commerce Committee considered SB 309

Exclusing a named driver from a motor vehicle insurance policy; efd,

and recommended:
[i>~ePlace with ¢S fSA 3 0? c¢ L *»Ch [vrsame title
0 new title
[ ] attached amendment(s) and

[ 1 letter of intent adopted

[ do pass

c ] do not pass

[ ] no recommendation

[ 1 individual recommendations

[ 1 further referral to

JDep"f o-pComme * /77?170 ) )
FISCAL NOTE (S§) attached [J~zero [ ] fiscal impact
[ 1 appropriation no FN, attached [ 1 Gov. FN introduced w/ bill
40y3&307+

MEMBER”™ SIGNING”™ DO PASS CSSerpr*CfHHER RECOMMENDATIONS

4L
\

Chair signature and recommendation
[ 1] Committee backup attached
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM January 22, 1990

SUBJECT: Excluding a named driver from
automobile insurance (SB 309)

TO: Senator Steve Frank

FROM: Michael F. Ford W'

Legislative Counsel

You have asked if it is possible that an exclusion from in—
surance coverage, as provided in SB 309, could be rejected

by the courts. While it is certainly possible to create a
fact situation under which an apparent exclusion from cover—
age as contemplated by SB 309 is found by the court not to
have occurred, this would be the exception and not the rule.
Assuming that there was a clear and unambiguous exclusion of
a named person by the insured, the court should uphold the
exclusion.

Please contact me if you have further questions.

MFF :gc
G13/052



STATE OF ALASKA BILL VERSION: 8 309
1990 LEGISLATIVE SESSION PUBLISHDATE:

FISCAL NOTE

Revision Date: Agency Affected: Commerce & Economic Dev.
Title: An Act relating to excluding a name(feRU: _Insurance
driver from a motor vehicle Insurance policy;"and providing for an effective date.

Sponsor: Frank, et al. Components_:
Requestor:  Senate Labor & commerce _

REQUEST:

EXPENDITURES/REVENUES:  (Thousandsof Dollars)
OPERATING Fy o1 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 )
CAPITAL 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL U u 0 0 - 0- _

POSITIONS:

FULL-TIME 0 0 0 0 (0 r O

PART-TIME

TEMPORARY

ANALYSIS : (Attach aseparate page if necessary)

This legislation will have no fiscal impact on the department in FY 90.

Preparedby: Bob Sims, Insurance Market. Analyst pht e 465-2517 ,
Division: Insurance : \ \ Datc. 1-18-89~'
Approved by Commissioner: larr"W rr /rtiVv ffv Date: (f| 1

Agency: Department rf Commerce & Economic .npyplnpmenf_ il

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Br'iget
Impacted Agency(ies)

4064D-1 /011990b



STEVE FRANK Maaka Jsttate "Cegtslatur" MEM BCR

DISTRICT K Finance Committee
SCAT A Resources Committee
I egislative Council
18 N. Cushman, Km. 213 Special Committee on Dunking A
Fairbanks, Alaska 99701 :
o Economic Development
White in Juneau
P.0. Box V

Juneau, Aluskn 99X11 VICE-CIIAIR

(907) 465*3709 Community & Regional

Capitol Km. 514 Affairs Committee

MEMORANDUM
T0 Senate Labor & *“* Committee
FROM Senator Steve H
RE CS SB 309 - Autro Insurance Exclusions

DATE March 5. 1990

During the last hearing on SB 309 in this committee,
questions arose about what would happen to insurance rates if
this legislation were passed and whether the courts would
uphold the exclusionary provision. In your packet are some
hypothetical rate quotes from a local Insurance Agent and also
a letter from the Department of Law reviewing other state"s
experience.

The rate information shows a savings of about $400 per
year, over what would be paid without the exclusion benefits
if the bad driver 1is excluded from the policy, but continues
to drive under a second policy.

An even larger savings, approximately $1,000. would
result if the bad driver chose not to drive and were excluded.
Without this legislation, most companies will not exclude
someone even when they choose not to drive if they reside 1in
the same household.

The Assistant Attorney General summarizes a number of
states that have exclusions laws now in effect. In those
states with laws on the books "the courts 1in those states have
generally upheld the exclusions.™ In all of the court cases
relating to exclusions, the courts placed a tremendous weight
on their perception of the Legislature®s intent.

The New Mexico Legislature even put the language
necessary to exclude an individual right in the statute. We
have followed that approach in the proposed CS by adopting the
same language 1in hopes to make Legislative intent very clear.



STEVE FRANK Vlaslut j&tate legislature ieuser

DISTRICT K Finance Committee
SEAT A Resources Committee
Legislative Council

119 N. Cushman, Km. 213 Special Committee on Ranking &
Fairbanks, Alaska 99701

While in Juneau

Economic Development

P.0. Box V
Juneau, Alaska 99Sl11 VICE-CHAIR
(907) 465-3709 Community & Regional
Capitol Km, 514 Jsbuaic Affairs Commi ttee
TO: Senator Dick Eliason, Chairman
Senate Labor & Commerce Committee
FROM: Senator Ste
RE: s 309 " excluding named drivers from auto

insurance policies

DATE: January 8, 1990

Senate Bill 309would require an automobile 1insurance
company to offer an exclusion to named drivers on an auto
insurance policy.

Initially, this 1idea was brought to my attention by an
insurance agent who felt that having the ability to exclude
individuals from a policy would enhance his ability to serve
his customers. This reasoning is best illustrated in the case
of a spouse who has had a number of drunk driving convictions.
In the absence of this legislation, an insurance company would
either cancel the family®s policy or raise the rates through
the roof instead of offering to exclude the 1individual with
the poor driving record.

Another area of concern that has surfaced involves
parents who are are required to <carry their child or children
(of driving age) on their policy even though they are not
driving the vehicle that 1is 1insured. This bill would allow

them to be excluded as well.

The subject of this bill came up during a Senate Finance
Committee hearing last session and enjoys the co-sponsorship
of all Senate Finance members present at that meeting.

I respectfully request that you schedule a hearing on SB
309 in the Labor & Commerce Committee at your earliest

convenience.

Thank you for your consideration.



-1 STEVE COWPER, GOVERNOR

DEPARTMENT OF COMMERCE & P 0. BOX D

ECONOMIC DEVELOPMENT JUNEAU, ALASKA 99811-0800
PHONE: (907) 465-2515

DIVISION OF INSURANCE

December 26, 1989

Honorable Steve Frank
Alaska State Senate
1125 Sunset Drive
Fairbanks, AK 99709

Dear Senator Frank:

RE: SB 309

Your staff person, Rick Solie, contacted me several weeks ago
inquiring about the division®s position on SB 309. Enclosed is a
copy of the Bill Analysis for SB 309.

As you can see, the position on this bill is neutral. The primary
reason for this position is the concern for a person injured by an
uninsured, judgement proof driver. The presumption that a person
excluded from coverage (while the remaining drivers in a household
were covered) would not drive is suspect. Should, for example, the
habitual abuser of alcohol and drunk, excluded driver injure another
person in an automobile accident, the remainder of the family,
though insured, may lose all of its assets (e.g., equity in a home)
through a judgement. The question remains whether, as a public
policy matter, it is better to, in effect, force the excluded person
to be covered and have the household rated accordingly and take the
risk of the entire household going uninsured due to cost or to hope
the excluded driver does not drive and does not injure someone else
possibly leaving both the injured party and the excluded driver's
household destitute.

From the standpoint of encouraging more people to have automobile
liability insurance coverage, SB 309 has merit. However, it is
questionable whether the foregoing benefit exceeds the social and
economic costs that may occur when an excluded driver operates a car
without coverage and injures another innocent party. The division
does not have a factual basis on which to solve this "risk
equation.”" Therefore, this has resulted in our neutral position.

Let me know should you wish to engage in further discussion
pertaining to SB 309.

Sincerely

fifes J. Jordan
ting Director
JJJ/dgl6005D/122689b
08-HI 1LH Enclosure
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This bill provide:! for an Insurance caripnny to exclude a named driver from an automobile
insurance policy. It also does not allow that company to change a premium for or change a
rate based on the driving record of the excluded. It aUu provides that the Insurer Is

not liable for dameges or claims arising out of use or operation of the Insured automobile
by the excluded person.
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This bin Will allow families tij exclude drivers from an automobile Insurance policy
whose claims, experience or drivina record meke the excluded drivers a high risk. Thus,
the cost of the policy will be reflective of the driving record of only the persons named

on the policy. Insurers will not be Untile for damages or claims arising out of use of
operation of the Insured automobile by the excluded drivers.
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SB 309: "An Act relating to excludm%ca named driver from a motor
tj/ghlcle insurance policy; and providing for an effective

The position of the departme ton this bil] is neutral. The rlma reason for
thISE sition 1, the coFr)tcern or Person mure h an uni suretty da

ent

Hroo river. The resumguont %é)e f %e fro ?veragew%ﬁ okt
rve |s sus ect. For example, it the habitual abuser ot alcoho ruR
exclude IVer injyres another person in an automob|le cmdent
remain eﬁofthefa dI though insured, may lose all ofits assets (e % L equity In
rougha U ement Asa ﬁ” lic ﬁollcymatter 1S |tbett force the

tacz %% rPei(rs to be’.coyered and aye the househghde {gt(eostac ?rllsnﬁ he

ire household going uninsure
to hope that the exc? é t?drlver doesgnot%nve and éjoes not injure someone ese

From the standgtomt ofencoura mtT} more peoPIe to have automobile I|ab|I|ty
surance cover erit. However, it s g uestmna}ble whetheré

N

gehe It exceeds tRe somaland economic cos ts that maa/ occur when an excluge
river op(frates a car wit ?utcovera e and Injures an i er jnnocent party. "e
hVISI? 0es, not have a daetua ba IS oh which to solve this "risk equation.
Theretore, this has resulted in our neutral position.

Larry Merculieff, Commissiotier
Date: 11 |
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AMENDMENT

OFFERED IN THE SENATE BY SEN. FRANK

TO: CSSB 309 (L&C)

Page 2, line 5:

Delete "damages or"

Insert ™"any coverage, including defense or indemnity coverage under
any provision of the policy for damages, 1including claims against other
persons insured under the policy,”

Delete "use or"

Page 2, line 7:

Delete "damages or"

Insert "any coverage, including defense or indemnity coverage under
any provision of the policy for damages, 1including claims against other

persons insured under the policy,”

Page 2, line 8:

Delete "use or"

Page 2, lines 12 - 17:

Delete all material.

Insert "that the insurer 1is not liable for any coverage, including
defense or indemnity coverage under any provision of the policy for damages

or claims, 1including claims against other persons insured under the policy

-1- 3/7/90
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or claims against the excluded person, sustained while a vehicle 1insured
under this policy is operated by (name of excluded person) following the

effective date of this endorsement."”

Page 2, after line 17:

Insert "The required policy provision contained 1in this subsection
shall also be provided to the insured as a notice separate from the policy
and typed 1in bold face print. The notice must be signed by the insured in
order for the exclusion of the named driver and the Jlimitation of the

insurer®s liability under this subsection to be effective."”

Page 2, line 21:
Delete "July 1, 1990"

Insert "January 1, 1991"

-2- 3/7/90
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Original sponsor(s): SEN. FRANK, Duncan, Zharoff, Fischer, Binkley,
Uehling, Faiks

IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 309 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to excluding a named driver from a
motor vehicle 1insurance policy; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.210(a) 1is amended to read:
(a) An insurer may not exercise 1its right to cancel a policy
personal automobile insurance except for the following reasons:
(1) nonpayment of premium; or
(2) the driver®s license or motor vehicle registration of
either the named insured or of an operator who resides 1in the same
household as the named insured or who customarily operates a motor !
vehicle insured under the policy has been under suspension or revoca—
tion during the policy period or, if the policy 1is a renewal, during
its policy period or the 180 days immediately preceding its effective
date; this paragraph does not apply to a person who 1is excluded from
coverage under AS 21.36.215.
* Se@n 2. AS 21.36 1is amended by adding a new section to read:
Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE
POLICY. (A An insurer may not refuse to exclude a person from
coverage under an automobile insurance policy, if the claim experience
or driving record of the person would have justified cancellation,
nonrenewal, or an 1increase in the premium. A premium charged on a
policy that excludes a person from coverage may not vreflect the
claims, experience, or driving record of the excluded person. This

-1- CSSB 309 (L&C)



subsection does not apply to an automobile Iliability insurance policy
required under AS 28.20.

(b) An automobile insurance policy providing that a person
excluded from coverage may also provide that the insurer is not liable
for any coverage, including damage, defense, or 1indemnitycoverage
under any provision of the policy, including claims against other
persons insured under the policy arising out of the operation of the
insured automobile by the excluded person. An automobile insurance
policy providing that the insurer is not liable as allowed under this
subsection shall contain the following provision:

Exclusion of Named Driver: In consideration of the

premium for which the policy 1is written, it 1is agreed

that the insurer 1is not Jliable for any coverage,

including damage, defense, or indemnity coverage under

any provision of the policy, including claims against

other persons insured under the policy or claims

against the excluded person, sustained while a vehicle

insured under this policy 1is operated by (name of

excluded person) following the effective date of this

endorsement.

(c) The required policy provision contained in (b) this section
shdll also be provided to the insured as a notice separate from the
policy and typed in bold face print. The notice must be signed by the
insured in order for the exclusion of the named driver and the limita—
tion of the insurer®s liability under this section to be effective.

* Sec. 3. APPLICABILITY. This Act applies to automobile insurance
policies that are entered into or renewed on or after the effective date of

this Act.

* Sec. 4. This Act takes effect January 1, 1991.

CSSB 309 (L&C) -2-
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Uehling, Faiks
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IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 309 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to excluding a named driver from a
motor vehicle insurance policy; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.210(a) is amended to read:
(a) An insurer may not exercise its right to cancel a policy
personal automobile insurance except for the following reasons:
(1) nonpayment of premium; or
(2) the driver®s license or motor vehicle registration of
either the named insured or of an operator who resides in the same
household as the named insured or who customarily operates a motor
vehicle 1insured under the policy has been under suspension or revoca-—
tion during the policy period or, if the policy is a renewal, during
its policy period or the 180 days immediately preceding its effective
date; this paragraph does not apply to a person who is excluded from
coverage under AS 21.36.215.
* Sec. 2. AS 21.36 is amended by adding a new section to read:
Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE
POLICY. (@ An insurer may not refuse to exclude a person from
coverage under an automobile insurance policy, if the claim experience
or driving record of the person would have justified cancellation,
nonrenewal, or an increase 1in the premium. A premium charged on a
policy that excludes a person from coverage may not reflect the

claims, experience, or driving record of the excluded person. This

-1- CSSB 309(L&C)



subsection does not apply to an automobile liability insurance policy

required under AS 28.20.
(b) An automobile 1insurance policy providing that a person
excluded from coverage may also provide that the insurer is not liable
arising out of use or operation of the 1insured
automobile by the excluded person. An automobile insurance policy

person shall contain the following provision:

Exclusion of Named Driver: In consideration of the

premium for which the policy is written, it 1is agreed

that the insurer is not liable and that liability or

obligation of any Kkind may not be attached to the

insurer for damages or claims sustained after the

effective .date of this endorsement while a motor vehi—

cle

insured under this policy 1is driven or operated by

(name of excluded person).

* Sec.

policies

3. APPLICABILITY. This Act applies to automobile insurance

that are entered into or renewed on or after the effective

date of this Act.

* Sec.

CSSB 309(L&C)

4. This Act takes effect July 1, 1990.

i
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Original sponsor(s): SEN. FRANK, Duncan, Zharoff, Fischer, Binkley,

Uehling, Faiks
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IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 309 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to excluding a named driver from a
motor vehicle insurance policy; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 21.36.210(a) 1is amended to read:
(a) An insurer may not exercise 1its right to cancel a policy
personal automobile insurance except for the following reasons:
(1) nonpayment of premium; or
(2) the driver"s license or motor vehicle registration of
either the named insured or of an operator who resides 1in the same
household as the named 1insured or who customarily operates a motor
vehicle insured under the policy has been under suspension or revoca—
tion during the policy period or, if the policy is a renewal, during
its policy period or the 180 days immediately preceding its effective
date; this paragraph does not apply to a person who is excluded from
coverage under AS 21.36.215.
* Secf 2. AS 21.36 is amended by adding a new section to read:
Sec. 21.36.215. EXCLUDING NAMED DRIVER FROM AUTOMOBILE INSURANCE
POLICY. (a) An insurer may not refuse to exclude a person from
coverage under an automobile insurance policy, if the claim experience
or driving record of the person would have justified cancellation,
nonrenewal, or an 1increase 1in the premium. A premium charged on a
policy that excludes a person from coverage may not reflect the

claims, experience, or driving record of the excluded person. This

-1- CSSB 309 (L&C)
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subsection does not apply to an auto

mobile liability insurance policy

required under AS 28.20.

(b) An automobile insurance policy providing that a person is
excluded from coverage may also provide that the insurer 1is not liable
for any coverage, 1including defense or indemnity coverage under any
provision of the policy for claims or damages, including «claims
against other persons 1insured under the policy, arising out of the
operation of the 1insured automobile by the excluded person. An auto-—
mobile insurance policy providing that the 1insurer 1is not Iliable as
allowed under this subsection shall contain the following provision:

Exclusion of Named Driver: In consideiation of the

premium Tfor which the policy 1is written, it is agreed

that the insurer 1is not 1liable for any coverage, in—

cluding defense or indemnity coverage under any pro-—

vision of the policy for claims or damages, including

claims against other persons 1insured under the policy

or claims against the excluded person, sustained while

a vehicle insured under this policy is operated by

(name of excluded person) following the effective date

of this endorsement.

(c) The required policy provision contained 1in (b) this section
shall also be provided to the 1insured as a notice separate from the

policy and typed in bold face print.

insured

tion of the insurer®"s liability under

Sec. 3. APPLICABILITY. This Act

policiesthat are entered into or renewed

this Act.

* Sec. A. This Act takes effect Januar

CSSB 309 (L&C) -2-

in order for the exclusion of the named driver

The notice must be signed by the

and the limita—

this section to be effective.

applies to automobileinsurance

on or after the effective date of

y 1, 1991.



STEVE COWPER, GOVERNOR

REPLY TO:

DEPARTMENT OF L AW 3 1081 W 4th AVENUE SUITE 200
ANCHORAGE, ALASKA 99501-1994
PHONE: (907) 276-3550

OFFICE OF THEATTORNEY GENERAL FAX: (907) 276-3697

= 1st NATIONAL CENTER
100 CUSHMAN ST. SUITE 400
FAIRBANKS. ALASKA 99701-4679
1990 PHONE: (907) 452-1568
FAX: (907) -156-1317

M RO. BOX K-STATE CAPITOL
JUNEAU. ALASKA 99B11-0300
PHONE: (907) 465-3600

February 12,

The Honorable Steve Frank FAX: (907) 463-5295
Alaska State Legislature
P.0O. Box V

Juneau, Alaska 99811

Re: SB 306 — excluding a named driver
from a motorvehicle insurance policy
Our file: 663-90-0295

Dear Senator Frank:

You have asked for our opinion on the likelihood that the
named driver exclusion provision of SB 309 would be upheld if
challenged in court. Senate Bill 309 (SB 309) relates to the
exclusion of a named driver from a motor vehicle insurance policy.
Although named driver exclusions are not uncommon in individual
automobile insurance policies, we have found few states which have
enacted statutes to provide for such exclusions.

The purpose of a named driver exclusion is to exclude
from coverage insured automobiles while they are driven or operated
by a particular individual. Such exclusions are typically used in
policies covering automobiles which may be driven by more than one
person where an individual (typically a family member) has a poor
driving record.

You have specifically asked for our opinion as to whether
a named driver exclusion provision would be upheld by the Alaska
courts. Our research has revealed no case law in Alaska that
addresses the validity of either named driver exclusions or of the
related "household™ or "family"™ exclusions. Without such case law
precedent, it is difficult to predict the reaction of the Alaska
courts to such provisions witu any degree of certainty. However,
we have reviewed the treatment of named driver exclusions in other
states which provide for them by statute, and our opinion is based
on the experiences in those states.

In general, courts in those states which do not have
statutory provisions for named driver exemptions on automobile
insurance policies have held that such exemptions are valid only
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in relation to coverage exceeding the minimum level of Iliability
of coverage mandated, "0 that the public policy of mandatory
uninsured motorist coverage is maintained. See, e.g.. Allstate
Insurance Co. v. United States Fidelity & Guaranty Co.. 619 P.2d
329 (Utah 1980). The underlying tenet is that if any provision of
an automobile liability insurance policy conflicts with the
requirements of t.he statute regulating such policies, it 1is
invalid.

Our research has revealed six states (Colorado, Arizona,
Pennsylvania, New Mexico, Maryland, and Michigan) having statutes
which provide for named driver exclusions in automobile insurance

policies similar to that 1in SB 309. The courts 1in those states
have generally upheld the exclusions. See Parsons v. Erie
Insurance Group, 569 F.Supp. 572 (D. Maryland 1983) (if the

uninsured motorist coverage on a vehicle was deemed applicable when
the driver is excluded from the vehicle®s ordinary Jliability
coverage, then the insurer would in effect still be insuring the
liable driver, who had a bad claims or driving record, but the
insurer would be denied the appropriate premium); Sersion v.
Dairvland Insurance Co.. 757 P.2d 1169 (Colo, App. 1988) (the
application of the statute cannot be limited or invalidated on
public policy grounds where the language of the legislative intent
is clear and unambiguous); Nationwide Mutual |Insurance Co. V.
Miller. 505 A.2d 1338 (Md. 1986)(named driver exclusion prevented
insured passenger from collecting uninsured motorist benefits when
insured in car driven by the excludeddriver); Garza v. Glen Falls
Insurance Co., 731 P.2d 363(N.M.1986)(policy which denied
liability coverage 1in accident caused by named driver excluded 1in
the policy upheld); Muxlow v. Auto Club Insurance Association. 394
N.W.2d 121 (Mich. App. 1986)(the named driver exclusion statute
permits the vehicle owner to be named as the excluded driver on

policy).

In a strong decision, the court in Allstate Insurance Co.
v. Detroit Automobile Inter-Insurance Exchange, 369 N._.W.2d 908
(Mich. App. 1985) held that the named driver exclusion in a policy
permitted the exclusion of the car owner from liability coverage
when 1injured as a passenger 1in his own car driven by the named
individual. The court reasoned that the opposite result would
defeat one of the primary purposes of permitting the exclusion,
which is to reduce premiums, and that even if there was a conflict
between the named driver exclusion statute and the mandatory
liability coverage, the statute on exclusions would prevail since
it is a specific statute enacted subsequent to a more general
statute covering the same subject matter.

2
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An exception has been found 1in Arizona, another state
which has a named driver exclusion statute. The Supreme Court of
Arizona held that the named driver exclusion in an 1individual
insurance policy 1is void as far as mandatory uninsured motorist
coverage is concerned. See Employers Mutual Casualty Co. V.
McKeon, 765 P.2d 513 (Ariz.1988) (insurance contract was held
contrary to public policy and therefore void as it purported to
exclude insureds™ son from all —coverage 1including mandatory
uninsured motorist coverage where son was injured in accident while
driving insured car but was not at fault).

The courts 1in each of these cases have repeatedly

looked at the language of the policy and to legislative intent in
reaching their decisions. Therefore, the clearer the legislative
intent, the more Ilikely the provision will survive such a

challenge.

Thank you for seeking our opinion on this matter. Please
do not hesitate to <contact this office 1if you have further
questions.

Sincerely,

DOUGLAS B. BAILY
ATTORNEY GENERAL

By:
Alexis Gabay *

Assistant Attorney General

AG:nb
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ALI.LBN IXSIIATTUCK KOOER OIIUMMETT
ItOOUIt It. SIIATTUCK, C.I'C.1). NANCV L. BURNS

BUD JABGBIt

February 9, 1990

Senator Steve Frank
State of Alaska

PO Box V

Juneau, Alaska

Re: Senate Bill #309
Excluding Named Drivers from Auto Insurance Policies

Dear Senator Frank

At the request of Rick Solie of your office, | am forwarding
samples of automobile insurance premiums comparing some

varied situations such as applicants meeting preferred risk
rating criteria, and then dealing with the same risk except
with adverse driving record, and with and without the proposed
Exclusion Endorsement being applied.

I hope the committee will find this practical type of information
to be helpful 1in deliberating SB #309.

If our office can be of further help in this regard, we hope
you will contact us again.

Sincerely

SHATTUCK & GRUMMETT INC

NLB/Kj

Enel

PHONE 586-2414 INSURE AND BE SURE TELEX 904-5313
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The following figures are premium KSTiMATES onl,.

YOUR LIABILITY YOUR CAR
vBODILY INJURY covers your legal liability I1/COMPREHENSIVE pays for all damage to
for Injury to person*. Limits $30,000 per Auto 1/Allto 2 your car from any cause except collision
person and $100,000 per accident where or upset. Itincludes fire, theft, glass break—
more than one person is injured, includ— 50*6 * age, vandalism, windstorm, etc. (but ex—
ing legal costs_r_J __________ J ___________ $ 64 | 5700 cludes sound equipment not permanently
or installed.) Ifyou pay the first i1000f each
$100,000 per person, $300,000 per acc . .$ claim. .. ... ¢ 50.00 -Quick On

uCOLLISIONOR UPSET pays for all damage
to your car from these two hazards except
that you pay the amount of deductible on

N/PROPERTY DAMAGE covers your legal
liability for damages to property of
others. Limit, $23,000 including legal

COSES - e c e et e e e et $. *Included each claim. Ifyou pay the first $200... .$
or or
$50,000 $. $250 Deductible $ 131 «00-Bulck o0n
or
$ Combined Singlr Limit Bodily $500 Deductible

Injury AND Property Damage Liability S.

I1*"UNINSURED MOTORIST - covers you and your family for Bodily Injury done by an uninsured motorist
with limits of $50,000/100,000 and for damage to your car ($250 deductible).................... $ 11-30 & 20.70

,~MEDICAL PAYMENTS will cover all medicalcosts of anyone hurt in your car regardless of ligbility. Italso
covers each family member injured in or by any other car.

$1,000 per person BImit. ...t j_
$2,000 per person Fimit. oottt e aaaaaaaan $

$5,000 per person FEmEt. oottt e $

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastrophe Policy— minimum
limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement. Customized
Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re
available payment plans.) We will need information including the serial number of your car, odometer reading, dates of birth
and drivers license numbers of all drivers, and prior insurance information, ifany.

AUTO #1 = 1990 Buick Century Cstm - Loan requires Comprehensive & Collision
AUTO #2 = 19S2 Ford F150 Pickup 4WD - No Comprehensive or Collision required
TOTAL SIX MONTHS PREMIUM'$338.00 (= $676.00 IN A YEAR'S TIME)

DESCRIPTION OF THIS RISK IS

Adult married couple

Clear driving records (or driving records acceptable in Preferred market)

Allstate Insurance Co Preferred Risk Market (both vehicles included on policy)

(The same vehicles are used on each sample)
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The following figures *re

YOUR LIABILITY
AODILY INJURY covers your legal liavility Buick Onlv

for Injury to persons. Limits $50,000 per

person and 5100,000 per accident where

more than one person is injured, includ—

ing legal costs..... ..ot S 85.50*

or
$100,000 per person, $300,000 per acc. .S

ACOMPREHENSIVE pays for all damage to ,, . . , ,
your car from any cause except collision CC n
or upset. ItIncludes fire, theft, glassbreak —
age, vandalism, windstorm, etc. (but ex—
cludes sound equipment not permanently
installed.) Ifyou pay the first$100 of each

N COLLISIONOR UPSET pays foralldamage
to your car from these two hazards except
that you pay the amount of deductible on

-PROPERTY DAMAGE covers your legal
" liability for damages to property of

others. Limit, $25,000 including legal , .,
COSTES ittt < lncluded each claim. Ifyou pay the first $200... .$
or or
$50,000 $ $250 Deductible $ 146-00
or

Combined Single Limit Bodily $500 Deductible

Injury AN D Property Damage Liability $_

A yUN INSURED MOTORIST — covers you and your family for Bodily Injury done by an uninsured moiorist

with limits of $50,000/100.000 and lor damage to your car ($250 deductible)..................... $ 11.10
N/MEDICAL PAYMENTS will cover all medical costs of anyone hurt in your car regardless of liability. Italso
covers each family member injured in or by any other car.
$1,000 per person Bimit. ...t aaaaeeaaaaans $ h. oo
$2,000 per person FEmit. ...t e $
$

$5,000 per person Bimit. . ..o e e et e

Most of our programs offer higher limits of Liability, Uninsured Moiorist and Medical Payments coverages than those shown
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastro, je Policy — minimum
limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement, Customized

Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application isrequired, and premium or downpayment (inquire re
available payment plans.) We will need information including the serial number of your car, odcmetcr reading, dates of birth
and drivers license numbers of all drivers, and prior insurance information, ifany.

TOTAL SIX MONTH PREMIUM $296.80 (Six MOuth Premium x 2 = $593.60)

BUICK ONLY

DESCRIPTION OF THIS RISK IS

Insured's spouse has been convicted of Drunk Driving within the past
3 year period with the standard SR-22 (Proof of Insurance) Filing
required by the State to reinstate the driver's license.

This spouse has now been EXCLUDED AS A DRIVER ON THE PREFERRED RISK
POLICY DUE TO THE DWI, AND HAS A SEPARATE POLICY ON THE PICKUP - SEE PAGE TWO

The policy on the Buick remains in Allstate Insurance Co's Preferred Risk
market (with the spouse excluded from driving) and with the deletion of
the two car discount.



'q'T The following figures are premium ESTIMATES only.

YOUR LIABILITY YOUR CAR
V BODILY INJURY covers your legal liabilily COMPREHENSIVE pays for all damage to
for Injury lo persons. Limits $50,000 per Pickup Only your car from any cause except collision
person and $100,000 per accident where or upset. It Include* fire, theft, glassbreak-
more than one person is injured, includ- age, vandalism, windstorm, etc. (but ex-
ing legal COStS........cccocvieeiieeeeciienn. S 362.00 cludes sound equipment not permanently
or installed.) If you pay the first $1000f each
SI00.000  per person, $300,000 per acc..$ Claim.. ..o $.
v/'PROPERTY DAMAGE covers your legal COLLISION OR UPSET pays for all damage
liability for damnges to property of to your car from these two hazards exctpt
others. Limit, $23,000 including legal that you pay the amount of deductible on
(oT0 1] £ T $ 224.00 each claim. If you pay the first $200_ $
or or
$50,000 $ $250 Deductible $
Combined Single Limit Bodily $300 Deductible

Injury AND Property Damage Liability $_
v' UNINSURED MOTORIST — covers you and your family for Bodily Injury done by an uninsured moiorist
with limits of $50,000/100,000 and for damage to your car ($250deductible)..........c.cccevvuvereiennene $21.00

#/~IEDICAL PAYMENTS will cover all medical costs of anyone hurt in your car regardless oT liability. It also
covers each family member injured in or by any other car.

$1,000Per PErSON TIMIT ... .eiiiieiei it $32.00
$2,000 Per PEIrSON M. ....cei e e e eee et e e e e e e e s e e e e e e s ree e e e e e e e s snnrneeaaaeeans $
S5,000  PEr PErsON Mt .. .ceiiiieiie et e e e e st a e e e s annnranaaaeaaas $

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastrophe Policy — minimum
limits $1,000,000. In addition, most prograns offer Towing, Auto Death and Disability, Rental Reimbursement, Customized
Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, acompleted and signed application is required, and premium or downpayment (inquire re
available payment plans.) We will need information including the serial number of your car, odometer reading, dates of birth
and drivers license numbers of all drivers, and prior insurance information, if any.

PLUS SR-22 FILING SURCHAGE = $50.00 FULLY EARNED (Paid once in three years
provided policy is renewed without lapse)

TOTAL ANNUAL PREMIUM = $.689.00  (Ford Pickup only)

DESCRIPTION OF MARKET

This policy is being issued through the Alaska Automobile Insurance Plan,
commonly known as the Assigned Risk Plan.

PREMIUMS THROUGH OTHER MARKETS AVAILABLE TO THIS RISK
Allstate Indemnity Co = $341.20 per SIX MONTHS (x 2 = $682.40)

*****pProgressive Ins Co = $631.00 ANNUAL (Less 5% if Paid in Full)



The following figures are premium ESTIMATES only.

YOUR LIABILITY
BODILY INJURY cover* your legal liability Aut 1/Auto 2
for Injury lo person*. Limits $50,000 per uto uto
person and $100,000 per accident where
more than one person is injured, indud- *
ing legal COStS........ccvieiiieiiicciecre $288.50/$100.00
or
SI00.000 per person, $300,000 per acc . .S

PROPERTY DAMAGE covers your legal
liability Tor damages to property of
others. Limit, S25.000 including legal *Xncluded
costs $
or
$50,000
or
Combined Single Limit Bodily
Injury AND Properly Damage Liability $_

UNINSURED MOTORIST — covers you and your fami'v for Bodily Injury done by an uninsured motorist
with limits of $50,000/100,000and for damage to your car ($250 deductible) ..........ccccveeiinrennnnen.

YOUR CAR
i COMPREHENSIVE pays for all damage to
your car from any cause except collision
or upset. It Includesfire, theft,glass break-
age, vandalism, windstorm, etc. (but ex-
cludes sound equipment not permanently

c COLLISION OR UPSET pays for dl damage
lo your car from these two hazards except
that you pay the amount of deductible on
each claim. If you pay the first $200

or
$250 Deductible

$6500 Deductible

511.,

MEDICAL PAYMENTS will cover all medical costs of anyone hurt in your car regardless of liability. It also

covers each family member injured in or by any other car.
$1,000 per person limit........ccocecvvveeeeeeeiinnns
$2,000 per person Hmit........cocecvvieeeeeeiicinns

$5,000 per person limit.......ccocceevvenirinennnne.

588.00-Buick Only

$.

$. 341.00-Buick Or.

0/ 20 .20

Most of our programs offer higher limits of Liability, Uninsured Motorist and Medical Payments coverages than those shown
above, as well as various Deductibles on your car. We also urge you to inquire re our Personal Catastrophe Policy — minimum
limits $1,000,000. In addition, most programs offer Towing, Auto Death and Disability, Rental Reimbursement, Customized

Auto Endorsement and other coverages. Inquire for details.

In order to effect this coverage, a completed and signed application is required, and premium or downpayment (inquire re
available payment plans.) We will need information including the serial number of your car, odometer reading, dates of birth

and drivers license numbers of all drivers, and prior insurance information, if any.

TOTAL SIX MONTH PREMIUM $857.00 (x 2

DESCRIPTION OF THIS RISK 1S

Spouse has

*This sample shows both vehicles insured

exclusion applies)
ANOTHER MARKET AVAILABLE (besides
Same coverages etc as above =

PROGRESSIVE INS CO ALLOWS EXCLUSIONS

Policy
would require an annual

in Allstate

issued under above based on the Buick only with
premium of $1,260 (less 5% if paid in full)

$1,714)

the Drunk Driving Conviction & SR-22 Filing Requirement

the Alaska Auto Ins Plan) is Progres

the spouse e

Indemnity Co (i.e. no

sive Ins Co

= $1,260 ANNUAL (Less 5% if paid in full)

xcluded






SENATE COMMITTEE REPORT

DATE /8790 FURTHER: Finance
DATE TURNED INTO OFFICE: 2.!2 .1h 0
Committee considered SB 315

Long-term disability insurance, efd.

and recommended:
[ 1 same title

[Vvrireplace with CS SFfi Pil5 ( 1+ ¢) [Jf' new title
[ 1 or adopt CS [ 1] technical
title change
[ 1] attached amendment(s) (HB only)
1 [ 3 letter of intent adopted

twa”To pass

[ 1] do not pass

[ J no recommendation

[ J individual recommendations

[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S): APPROVES PREVIOUS:

Dept/Date: Dept/Date:
[ J fiscal note(s) [ 1 fiscal note(s)

r»Y“**zero fiscal note(s)

10efirk. @%-commerce .

note [ 1 Governor®s bill w/fiscal note

OTHER RECOMMENDATIONS:



STATE OF ALASKA
1990 LEGISLATIVE SESSION

BILL VERSION:
PUBLISHDATE: _ 2/8/90

CSSB 315 (HESS)

FISCAL NOTE

REQUEST:
Revision Date: Agency Affected: Commerce & Economic Dev.
Title: An Act relating to long-term gRU: Insurance

care disability insurance; and providing for an effective .date
Sponsor: Committee Components:___ QpprajlLinns
Requestor: HESS Committee
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 . 0 n 1

REVENUE 0 0 0 0 «JL 0
FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL o, m n 0 0 :
POSITIONS:
FULL-TIME 0 0 0 ! 0 n n
PART-TIME
TEMPORARY
ANALYSIS : (Attach aseparatepage if necessary) No fiscal impact in FY 90.
Preparedby: Don Koch. Acting Deputy Director 465-P577
Division : _ Insurance ?/fi/on___
Approved bygprmmisgipner:  Larry Mereulieff s ////—- 'l w>/?/?"C
Aency; Depértment of Commerce & Economic-Develonmenjt
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management arvd Budget

Impacted Ageney(ies) page of

6264D/2690a



STATE OF ALASKA Bill Version: csss 315
«1990 LEGISLATIVE SESSION Publish Date:

FISCAL NOTE

REQUEST:

Revision Date: Agency Affected: Administration
Title: An Act relating to long-term BRU: Retirement and Benefits
disability insurance
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STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

department DIVISION BILL NUMBER sponsor
Administration Retirement & Benefits CSSB315 Senate HESS

»® fIT TITLE OF BU ) - i
An Act relating to long-term Disability Insurance

DEPARTMENT POSITION

Support
rrepareo by OATE COMMISSIONER'S SIGNATURES. DATE/
Sally Smith 1-22-90 A A A on
sS Ishex MslIhMsAhs,
SUMMARY
OTHER AGENCIES AFFECTEO BY BILL CONSTITUENT OHOUP<S) AFFECTED BY BILL

Retirees under the Public Employees,

|
Dept, of Commerce Teachers, Judicial, and Elected Public
Officers Retirement systenm.
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BIU.
Unknown Unknown
FISCAL IMPACT: O NONE O  FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

This bill establishes a framework around which long-term care insurance
policies can be issued.

ANALYSIS OF BILL/PROGRAM EFFECTS

The Department of Administration makes a group long-term care insurance policy
available to individuals at the time of their retirement in the systems noted
above. The proposed framework would require no changes in this coverage.

AMENDMENTS PROPOSED

PLEASE ATTACH A SEPARATE SHEET FOR ADOMOMAL COMMENTS OR ANALYSIS.

Q00 [Re. 3-38)
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CSSB 315 (HESS): "An Act relating to long-term care disabilit
( )msurance ana %vrcﬂng%?an g}fect&}vedate Y
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%u latory framework for insyranc conéract that provide for on? care
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parison shopping.
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Income in ofder to qualify for public assistance primarily hroughMedrcar

|n1surancemdustr has been %low to devEIoP rl(suranc lgrroducsto cover this
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o msu nce products to help fmance on% term care needs. However |s needs
one In a manner that providgs appropriate elements of consumer

protec jon.

SB ]]5 is based on the Natrona]l Assocratron of Insurance Commrssro? []s (NAIC}
o el Lon ? -Term Care A (t ? Cls. encoura?mg th adopHon of this'mode
Y e varfous states m leu 0 ederaI intervent Pr Abuses haye occurre ”cl

other states with a large seniqr PORU aHon fes apuses have recerve
onqressonal scrutm wrth Indications that the federal government shoula

requlate Tong-term care'if the states do not.
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 14, 1990

SUBJECT: Long-term care disability 1insurance -
CSSB 315 (HESS)

TO: Senator Paul Fischerl

FROM: Michael F. Ford,"""-

Legislative Counsel

The,, following 1is a. sectional analysis of CSSB 315(HESS):
Section 1 - Purpose section.
Section 2

Sec. 21.53.010 - Prohibits sale or marketing unless the in—
surance complies with the provision of this chapter and
other applicable provisions of law.

Sec. 21.53.020 - Provides disclosure and performance stan—
dards for long-term disability insurance.

Sec. 21.53.030 - Establishes criteria for excluding coverage
as a result of a preexisting condition.

Sec. 21.53.040 - Prohibits conditioning eligibility on prior
hospital or institutional care. Allows limitations or con—
ditions on eligibility, if not prohibited and if clearljr set
out in a separate paragraph of the policy.

Sec. 21.53.050 - Provides that an insured has the right to
return a policy within 30 days after delivery. Requires the
insurer to deliver an outline of coverage to a prospective
applicant. Establishes items that must be included in the
outline of coverage.

Sec. 21.53.060 - Requires a policy summary be included with
an individual life insurance policy, if the policy provides
long-term care disability insurance benefits. Establishes



,cor Paul Fischer

2
/ebruary 14, 1990

items that must be included in the summary. Requires a
report of benefits paid, if the benefits are paid by accel —
eration of the policy death benefit. Establishes items that

must be included in the report.

Sec. 21.53.070 - Provides that group long-term care disabil—
ity insurance cannot be offered to a resid.-nt of this state,
under a group policy in another state, unless the state in
which the policy is offered has similar statutory or regu—

latory provisions.

Sec. 21.53.080 - Prohibits group long-term care disability
insurance being offered to an association, unless the associ—
ation meets the requirements of this section.

Sec. 21.53.090 - Requires the director of the division of
insurance to adopt certain regulations.

Sec. 21.53.200 - Definitions.

Section 3 - Provides that AS 21.53 applies to fraternal
benefit societies.

Section 4 - Provides that AS 21.53 applies to hospital or
medical service corporations.

Section 5 - Effective date.

MFF:p1l
WKP2/046



Alaska £steeHeg\iature

SENATOR PAUL FISCHER, Chairman P.0. BOX V
SENATOR JIM DUNCAN, Vice Chairman ROOM 508
SENATOR AL ADAMS STATE CAPITOL
SENATOR LLOYD JONES (907)465-3762

SENATOR TIM KELLY

Senate Committee on
Jealtl), Ctiucation ant* Social g>erbtoetf

TO: MEMBERS OF THE SENATE LABOR AND COMMERCE
COMMITTEE.
FROM: SENATOR PAUL FISCHER, CHAIRMAN, SENATE HEALTH,

EDUCATION AND SOCIAL SERVICES COMMITTEE
DATE: FEBRUARY 9, 1990

RE: CS SB 315 - LONG TERM CARE INSURANCE.

THIS BILL 1S BASED UPON A MODEL ACT DEVELOPED BY THE NATIONAL
ASSOCIATION OF INSURANCE COMMISSIONERS. IT ESSENTIALLY ALLOWS
PROVIDERS TO DELIVER LONG TERM CARE INSURANCE IN THE STATE; OF
ALASKA. CERTAIN REQUIREMENTS MUST BE MET IN ORDER TO BE
ALLOWED TO DO THIS.

TO DATE, 38 STATES HAVE DEVELOPED SIMILAR VERSIONS OF THIS
MODEL ACT. SEVERAL OTHER STATES HAVE SIMILAR MEASURES UNDER
CONSIDERATION.

ESSENTIALLY, THIS BILL PROVIDES A METHOD FOR OUR CITIZENRY TO
MEET THE NEEDS OF AN AGTNG POPULATION. MEDICARE CURRENTLY
PROVIDES ALMOST NO COVERAGE FOR LONG TERM CARE. MOST COVERAGE
FOR LONG TERM CARE COMES OUT OF MEDICAID.

THIS BILL PROVIDES A PRIVATE SECTOR ALTERNATIVE FOR
INDIVIDUALS IN NEED OF LONG TERM CARE. IT WOULD ALSO HELP
REDUCE PRESSURES ON THE MEDICAID BUDGET.

THIS BILL ENJOYS THE SUPPORT OF THE DEPARTMENT OF COMMERCE AND
THE HEALTH INSURANCE ASSOCIATION OF AMERICA.

A ZERO FISCAL NOTE IS ATTACHED.

I RESPECTFULLY REQUEST THAT THIS MEASURE BE TAKEN UP BY THE
LABOR AND COMMERCE COMMITTEE AT ITS EARLIEST POSSIBLE
CONVENIENCE.



J.P. Tangen

Attorney at Law
217 2nd Street, suite 206
P. O. Box 21808
Juneau, AK 99802-1808
Telephone (907) 586-2286 Telecopier (907) 586-2317

February 26, 1990

The Honorable Dick Eliason, Chairman
Senate Labor and Commerce Committee
Alaska State Legislature

P. 0. Box D

Juneau, AK 99822

Re: CSSB 315 (HESS)

Dear Senator Eliason:

On behalf of the American Council of Life Insurance
(ACLI), 1 would like to propose two amendments to the Committee for
inclusion in CSSB 315, as follows:

1. Page 5, line 26. The word "Group™ should be deleted
from the title of this section. The section deals with
"individual" policies,therefore, thereference to "group" policies
in the title is technically erroneous.

2. Page 9, Iline 15. The word "disability”™ should be
deleted from the defined term. In addition, wherever the defined
term is used, the corresponding correction should be made.

These corrections will make the bill more in keeping with
the NAIC model.

I am privileged to state that the Health Insurance
Association of America andthe Alaska Division of |Insurance have
indicated that they do not object to these amendments.

cc: Julie Spiezio

JPT :2QACU



Draft: December 5, 1989
Adds Prohibition Against Post-Claims Underwriting, pp. 8-10
Adds Standards for Home Health Care Benefits, p. 2, 10
Adds Requirement to Offer Inflation Protection, p. 11

LONG-TERM CARE INSURANCE MODEL REGULATION

Table of Contents

Section 1. Purpose

Section 2. Authority

Section 3. Applicability and Scope

Section 4. Definitions

Section 5. Policy Definitions

Section 6. Policy Practices and Provisions

Section 7. Required Disclosure Provisions

Section 8. Prohibition Against Post Claims Underwriting

Section 9. Minimum Standards for Home Health'Care Benefits in Long-Term
Care Insurance Policies

Section 10. Requirement to Offer Inflation Protection

Section 8?7 11. Requirements for Replacement

Section 9?7 12, Discretionary Powers of Commissioner

Section 19?7 13. Reserve Standards

Section 11? 14. Loss Ratio

Section 12? 15. Filing Requirement

Section 13? 16. Standard Format Our.line of Coverage

Section 1. Purpose

The purpose of this regulation is to implement [cite section of law which sets
forth the N.MC Long-Term Care Insurance Model Act], to promote the public
interest, to promote the availability of long-term care insurance coverage, to
protect applicants for long-term <care insurance, as defined, from wunfair or
deceptive sales or enrollment practices, to facilitate public understanding and
comparison of long-term care insurance coverages, and to facilitate flexibility
and innovation in the development of long-term care insurance.

Section 2. Authority

This regulation is issued pursuant to the authority vested in the Commissioner
under [cite sections of law enacting the NAIC Long-Term Care Insurance Model
Act and establishing the Commissioner's authority to issue regulations].

Section 3. Applicability and Scope

Except as otherwise specifically provided, this regulation applies to all
long-term care insurance policies delivered or issued for delivery in this
state on or after the effective date hereof, by insurers; fraternal benefit
societies; nonprofit health, hospital and medical service corporations; prepaid
health plans; health maintenance organizations and all similar organizations.



Drafting Note: This regulation like the NAIC Long-Term Care Insurance Model

Act, is intended to apply to policies, contracts, subscriber agreements, riders
and endorsements whether issued by insurers; fraternal benefit societies;
nonprofit health, hospital and medical service corporations; prepaid health
plans; health maintenance organizations and all similar organizations. In
order to include such organizations, regulations should identify them in
accordance with statutory terminology or by specific statutory citation.
Depending upon state law and regulation, insurance department jurisdiction, and
other factors, separate regulations may be required. In any event, the
regulation should provide that the particular terminology used by these plans,
organizations and arrangements (e.g., contract, policy, certificate,

subscriber, member) may be substituted for, or added to, the <corresponding
terms used in this regulation.

Section 4. Definitions

For the purpose of this regulation, the terms "iong-term care insurance,"
"group long-term care insurance," "commissioner," "applicant," "policy" and
"certificate" shall have the meanings set forth in Section 4 of the NAIC

Long-Term Care Insurance Model Act.

Drafting Note: Where the word "Commissioner" appears in this regulation, the
appropriate designation for the chief insurance supervisory official of the
state should be substituted. To the extent that the model act is not adopted,
the full definition of the above terms contained in that model act should be

incorporated into this section.
Section 5. Policy Definitions
No long-term care insurance policy delivered or issued for delivery in this

state shall use the terms set forth below, unless the terms are defined in the
policy and the definitions satisfy the following requirements:

A. "Acute condition" means that the Individual is medically unstable.
Such an individual recuires frequent monitoring by medical
professionals, such as physicians and registered nurses, in order co

maintain their health status.

B. "Home health care services" means medical and nonmedical services.
provided to ill, disabled or infirm persons in their Tresidences.
Such services mav include homemaker services. assistance with

activities of dally living and respite care services.

At Cj. "Medicare" shall be defined as "The Health Insurance for the
Aged Act, Title XVIIl of the Social Security Amendments of 1965 as
Then Constituted or Later Amended," or "Title |, Part |I of Public Law

89-97,'as Enacted by the Eighty-Ninth Congress of the United States
of America and popularly known as the Health Insurance for the Aged
Act, as then <constituted and any later amendments ot substitutes
thereof," or words of similar import.



Bt Dj. "Mental or nervous disorder" shall not be defined to Include
more than neurosis, psychoneurosis, psychopathy, psychosis, 05 mental
or emotional disease or disorder.

67 JjL "Skilled nursing care," "intermediate care," "personal care,"
"home care," and other services shall be defined in relation to the
level of skill required, the nature of the care and the setting in

which care must be delivered.

Bt Fj. All providers of services, including but not limited to "skilled
nursing facility," "extended <care facility," "intermediate care
facility," "convalescent nursing home," "personal care facility," and
"home care agency" shall be defined in relation to the services and
facilities required to be available and the licensure or degree
status of those providing cr supervising the services. The

definition may require that the provider be appropriately licensed or
certified.

Drafting Note: State laws relating to nursing an’ other facilities and
agencies are not uniform. Accordingly, specific reference to or incorporation
of the individual state law may be required in structuring each definition.

Comment: This section is intended to specify required definitional elements of
several terms commonly found in long-term care insurance policies, while

allowing some flexibility in the definitions themselves.

Section 6. Policy Practices and Provisions

A. Renewability. The terms "guaranteed renewable" and "noncancellable”
shall not be used in any individual long-term care insurance policy
without further explanatory language in accordance with the

disclosure requirements of Section 7 of this regulation.

(1) No such policy issued to an individual shall contain renewal
provisions less favorable to the insured than “"guaranteed
renewable." However, the Commissioner may authorize nonrenewal

on a statewide basis, on terms and conditions deemed necessary
by the Commissioner, to best protect the interests of the

insureds, if the insurer demonstrates:
(a) That renewal will jeopardize the insurer's solvency; or
(b) That:

(i) The actual paid claims and expenses have substantially
exceeded the premium and investment income associated
with the policies; and

(ii) The policies will continue to experience” substantial
and unexpected losses over their lifetime; and

(iii)The projected loss experience of the policies cannot

3



be significantly improved or mitigated through
reasonable rate adjustments or other reasonable
methods; and

(iv) The insurer has made repeated and gocJ faith attempts
to stabilize loss experience of the policies,
including the timely filing for rate adjustments.

(2) The term "guaranteed renewable" may be used only when the
insured has the right to continue thelong-term care Insurance
in force by the timely payment of premiums and when the insurer
has no unilateral right to make any change in any provision of
the policy or rider while the insurance is in force, and cannot
declineto renew, except that rates may be revised by the
insurer on a class basis.

(3) The term "noncancellable" may be used only when the insured has
the right to continue the long-term care insurance in force by
the timely payment of premiums duringwhich period the insurer
has no right to unilaterally make any change in any provision of
the insurance or in the premium rate.

Limitations and Exclusions. No policy may be delivered or issued for
delivery in this state as long-term <care insurance if such policy
limits or excludes coverage by type of illness, treatment, medical

condition or accident, except as follows:

(1) Preexisting conditions or diseases;

(2) Mental or nervous disorders; however, this shall not permit
exclusion or limitation of benefits on the basis of Alzheimer's
Disease;

(3) Alcoholism and drug addiction;

(4) Illness, treatment or medical condition arising out of:
(a) War or act of war (whether declared or undeclared);
(b) Participation in a felony, riot or insurre. tion;
- :»
(c) Service in the armed forces or units auxiliary thereto;
(d) Suicide (sane or insane), attempted suicide or

intentionally self-inflicted injury; or

(e) Aviation (this exclusion applies only to non-fare-paying
passengers).
%
(5) Treatment provided in a government facility (unless otherwise
required by law), services for which benefits are available
under Medicare or other governmental program (except Medicaid),

4



Drafting

any state or federal workers' compensation, employer's liability
or occupational disease law, or any motor vehicle no-fault law,
services provided by a member of the covered person's immediate
family and services for which no charge is normally made in the
absence of insurance.

(6) This Subsection B is not intended to prohibit exclusions and
limitations by type of provider or territorial limitations.

Note: Paragraph (6) is intended to permit (a) exclusions and

limitations for payment for services provided outside the United States and (b)

legitimate
rates.

variations in benefit levels to reflect differences in provider

Extension of Benefits. Termination of long-term care insurance shall
be. without prejudice to any benefits payable for institutionalization
if such institutionalization began while the long-term care insurance
was in force and continues without interruption after termination.
Such extension of benefits beyond the period the long-term care
insurance was in force may be limited to the duration of the benefit
period, if any, or to payment of the maximum benefits and may be
subject to any policy waiting period, and all other applicable
provisions of the policy.

Continuation or Conversion.

(1) Group long-term care insurance issued in this state on or after
the effective date of this section shall provide covered
individuals with a basis for continuation or conversion of

coverage.

(2) For the purposes of this section, "a basis for continuation of
coverage" means a policy provision which maintains coverage
under the existing group policy when such —coverage would
otherwise terminate and which is subject only to the continued
timely payment of premium when due. Group policies which
restrict provision of benefits and services to, or contain
incentives to use <certain providers and/or facilities may
provide continuation benefits which are substantially equivalent

to the benefits of the existing group policy. The Commissioner
shall make a determination as to the substantial equivalency of
benefits, and in doing so, shall take into consideration the
differences between managed care and non-managed care plans,
including, but not Ilimited to, provider system arrangements,
service availability, benefit levels and administrative

complexity.

(3) For the purposes of this section, "a basis for conversion of
coverage" means a policy provision that an individual whose
coverage under the group policy would otherwise terminate or has
been terminated for any reason, including discontinuance of the
group policy in its entirety or with —respect to an insured



(4)

(5)

(6)

(7)

class, and who has been continuously insured wunder the group
policy (and any group policy which it replac'i), for at lease
six months immediately prior to termination, shall be entitled
to the issuance of a converted policy by the insurer under whose
group policy he or she is covered, without evidence of

insurability.

For the purposes of this section, "converted policy" means an
individual policy of long-term care insurance providing benefits
identical to or benefits determined by the Commissioner to be
substantially equivalent to or in excess of those provided under
the group policy from wnich conversion is made. Where the group
policy from which conversion is made restricts provision of
benefits and services to, or contains incentives to use certain
providers and/or facilities, the Commissioner, in making a
determination as to the substantial equivalency of benefits,
shall take into consideration the differences between managed
care and non-managed care plans, including, buj not limited to,
provider system arrangements, service availability, benefit
levels and administrative comploxity.

Written application for the converted policy shdil be made and
the first premium due, if any, shall be paid as directed by the
insurer not later than thirty-one (31) days after termination of

coverage under the group policy. lhe converted policy shall be
issued effective on the day following the termination of
coverage under the grouppolicy, and shall be renewable
annually.

Unless the group policy from which conversion is made replaced
previous group coverage, the premium for the converted policy

shall be calculated on the basis of the insured's age at
inception of coverage under the group policy from which
conversion is made. Where the group policy from which

conversion is made replaced previous group coverage, the premium
for the converted policy shall be calculated on the basis of the
insured's age at inception of coverage under the group policy
replaced.

Continuation of coverage or issuance of a converted policy shall
be mandatory, except where:

(a) Termination of group coverage resulted from an individual's
failure to make any required payment of premium or
contribution when due; or

(b) The terminating <coverage is replaced not later chan
thirty-one (31) days after termination, by 8roup coverage
effective on the day following the termination of coverage:

(i) Providing benefits identical to or benefits determined
by the Commissioner to be substantially equivalent to

6



or In excess of Chose provided by che terminating
coverage; and

(ii) The premium for which is calculated in a manner
consistent with the requirements of Paragraph (6) of
this section.

(8) Notwithstanding any other provision of this section, a converted
policy issued to an individual who at the time of conversion s
covered by another long-term care insurance policy which
provides benefits on the basis of incurred expenses, may contain
a provision which results in a reduction of benefits payable if
the benefits provided under the additional coverage, together
with che full benefits provided by the converted policy, would
result in payment of more than 100 percent of incurred expenses.
Such provision shall only be included in the converted policy if
the converted policy also provides for a premium decrease or
refund which reflects the reduction in benefits payable.

(9) The converted policy may provide that the benefits payable under
the converted policy, together with the benefits payable under
the group policy from which conversion is made, shall not exceed
those that would have been payable had the individual's coverage
under the group policy remained in force and effect.

(10) Notwithstanding any other provision of this section, any insured
individual whose eligibility for group long-term care coverage
is based upon his or her relationship to another person, shall
be entitled to continuation of coverage under the group policy
upon terminatio > of the qualifying relationrhip by death or
dissolution of marriage.

(11) For the purposes of this section: a "Managed-Care Plan" is a
health care or assisted living arrangement designed to
coordinate patient care or control costs through wutilization
review, case management or use of specific provider networks.

Section 7. Required Disclosure Provisions
Renewability. Individual long-term <care insurance policies shall
contain a renewability provision. Such provision shall be
appropriately captioned, shall appear on the first page of the
policy, and shall <clearly state the duration, where Ilimited, of
renewability and the duration of the term of coverage for which the
policy is issued and for which it may be renewed. This provision
shall not apply to policies which do not contain a renewability
provision, and under which the right to nonrenew is reserved sol'ly
to the policyholder.

%
Drafting Note: The last sentence of this subsection is intended to apply to
long-term care policies which are part of or combined with life insurance



policies, since life insurance policies generally do not contain renewability

provisions.

B. Riders and Endorsements. Except for riders or endorsements by which
che insurer effectuates a request made in writing by <che insured
under an individual long-term care insurance policy, all riders or
endorsements added to an individual long-term care insurance policy
after date of issue or at reinstatement or renewal which reduce or
eliminate benefits or coverage in the policy shall require signed
acceptance by the individual insured. After the date of policy

issue, any rider or endorsement which increases benefits or coverage
with a concomitant increase in premium during the policy terra must be
agreed to in writing signed by Che insured, except if the increased
benefits or coverage are required by law. Where a separate
additional premium is charged for benefits provided in connection
with riders or endorsements, such premium charge shall be sec forth
in che policy, rider or endorsement.

C. Payment of Benefits. A long-term care insurance policy which
provides for the payment of benefits based on standards described as
"usual and customary,” "reasonable and customary" or words of similar
import shall include a definition of such terms and an explanation of
such terms in its accompanying outline of coverage.

D. Limitations. If ¢ long-term care insurance policy or certificate
contains any limitations with respect to preexisting conditions, such
limitations shall appear as a separate paragraph of che policy or
certificate and shall be labeled as "Preexisting Condition

Limitations."

E. Other Limitations or Conditions on Eligibility for Benefits. A
long-term care insurance policy or certificate containing any
limitations or conditions for eligibility other than those prohibited
in [insert citation to state law corresponding to Section 6D(2) of
the Long-Term Care Insurance Model Actl shall set forth a description

of such limitations or conditions, including any required number of

days of confinement, in a separate paragraph of the policy or
certificate- and shall label such paragraph "Limitations or Conditions

- on Eligibility for Benefits."
+ b [TV Nt
Section 8. Prohibition Against Post-Clains Underwriting

A. All applications for long-term care insurance policies or
certificates except those which are guaranteed issue shall contain

clear and unambiguous questions designed to ascertain the health
condition of the applicant.

B. d) If an application for long-term care insurance contains .l
guestion which asks whether the applicant has had medication
prescribed by a physician, it must also ask the applicant to

list the medication chat has been prescribed.



(2) If the medications listed In such application were known by che
insurer, or should have been known at the time of application,
to be directly related to a medical condition for which coverage
would otherwise be denied, then the policy or certificate shall
not be rescinded for that condition.

C. Except for policies or certificates which are guaranteed issue:
d )} The following Ilanguage shall be set out conspicuously and in
close conjunction with the applicant's signature block on an
application for a lonfc-term care Insurance policy or

certificate:

Caution: IFf voux answers on this application are incorrect or
untrue, fcompany) has the right to deny benefits or rescind vour

policy.,

(2) The following language, or language substantially similar to the
following, shall, be set out conspicuously on the long-term cart.
Insurance policy or certificate at the time of delivery:

Caution: The issuance of this long-term care insurance fpolicvl
feertificate! 13 based upon vour responses to the questions on
vour application. A copy of your Tapplication! fenrollment
foral fis enclosed] fvag retained by you vfeen you applied!. If
your answers are incorrect or untrue, the company has the right
to deny benefits or rescind your policy. The best tine to clear
up any questions Jj now, before a elgjjt arises! If. for any
reason, any of vour answers are incorrect, contact the company
at this address: Tinsert addresal

13) Prior to issuance of a long-term care policy or certificate to
an applicant a”e eighty 180) or older, the insurer shall obtain
one of the following:

la) A report of a physical examination:
Ib) An assessment of functional capacity:
1c) An attending physician's statement: or
Id) Copies of medical records.

D. A copy of the completed application or enrollment form Iwhlchever is
applicable) shall be delivered to the insured no later than, at the
time of delivery of the policy or certificate unless it was retained
by the applicant at the.time of application.

JL Ev -rv insurer or other entity selling or Issuing long-term care
insurance benefits shall maintain a record of all policy or

certificate rescissions, both state and countrywide, except those
which the Insured voluntarily effectuated and shall annually furnish



this information to che Insurance Commissioner in the forme
prescribed bv che National Association of Insurance Commissloners.

Section 9 Hininum Standards for Horae Health Care Benefits in I~ng-Term Care

Insurance Policies

Aj. A long-term ~care insurance oolicv or certificate ruav not. if it
provides benefits for home health care services. |imit or exclude
benefits:

Cl) By requiring that the insured/claimant would need skilled care
in a skilled nursing facility if home health care services were

not provided:

(2) By reouirine that the insured/claimant first or simulcaneouslv
receive nursing and/or therapeutic services in a home or
community setting before home health care services are covered:

(3) By limiting eligible sen/ices to services provided bv registered
nurses or licensed practical nurses:

(M Bv requiring that a nurse or therapist provide services covered
bv the policy Chat can be provided bv a home health aide, or
other licensed or certified home care worker acting within the
scope of his or her licensure or certification.

(5) Bv requiring that the insured/claimant have an acute condition
before home health care services are covered:

(6) Bv limiting benefits to services provided bv Medicare-certified
agencies or providers.

B. Home health care coverage may be applied to the nonhome health care
benefits provided in the olicv or certificate when determining
maximum coverage under che terms of che policy or certificate.

Drafting Note: Subsection Bpermits the home health care benefits to be
counted toward the maximum length of long-term care coverage under the policy.
The subsection is not intended to restrict home health care to aperiod of time

which would make che benefitillusory. It is suggested that fewer than "0
visits amount to an illusory home health care benefit.
Section 10. Requirement to Offer Inflation Protection
A. No insurer may offer a long-term care insurance policy wunless the
insurer also offersto <che policvholder the option to purchase \

policy chat provides for benefit levels to increase with benefit
maximums or reasonable durations which are meaningful to account for
reasonably anticipated increases in the <costs of Long-term care
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services covered bv che policy. Insurers muse offer to gach
policyholder, ac che time of purchase, <che option to purchase 3
policy with an inflation protection feature no less favorable than
one of che following:

d) Increases benefit levels annually,fin a manner so chat The
increases are compounded annually 1:

(2) Guarantees the insured individual che right to operiodically
increase benefit levels without providing evidence tf
insurability or health status 50 long as the option for the
previous period has not been declined: or

(3) Covers a specified percentage of actual or reasonable charges.

B. Where rhe policy is issued to a group, the required offer in
Subsection A above shall be made to the group policyholder: except,
if the policy is issued to a group defined in fSection 4Ed) of the
act] ocher than to a continuing care retirement community, the
offering shall be made to each proposed certificateholder.

C. The offer in Subsection A above shall not be required of:

(1) Life insurance policies or riders containing accelerated
long-term care benefits, nor

(2) Expense incurred long-term care insurance policies.

D. Insurers shall include the following information in or with the
outline of coverage:

(1) A graphic comparison of the benefit levels of a policy that
increases benefits over the policy period with a policy that
does not increase benefits. The graphic comparison shall show
benefit levels over at least a twenty C20> year period.

(2) Any expected premium increases or additional premiums to pav for

automatic or optional benefit increases. If premium increases
or additional premiums will be based on the attained age of the
applicant at the time of the increase, the insurer shall also

disclose the magnitude of the potential premiums the applicant
would need to oav at ages 75. and 85 for benefit Increases.

An insurer may use a reasonable hypothetical. or a graphic
demonstration, for the purposes of this disclosure.

Drafting Note: It is intended that meaningful Inflation protection be
provided. It is suggested that a minimum of five percent (5X) (compounded”
annual cost increase be wused as a base for determining future <costs and
premiums. Meaningful benefit mlnimums or durations could Include providing

increases to attained age, or for a period such as at least 20 years, or for
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some multiple of the policy's maximum benefit. or throughout the period of
coverage.

Section 8: 11. Requirements for Replacement

A. Question Concerning Replacement. Individual and direct response
solicited long-term care insurance application forms shall include a
question designed to elicit information as to whether che proposed
insurance policy is intended to replace any ocher accident and
sickness or long-term care insurance policy presently in force. A
supplementary application or ocher form to be signed by che applicant
containing such a question may be used.

B. Solicitations Other than Direct Response. Upon determining that a
sale will involve replacement, an insurer; ocher chan an insurer
using direct response solicitation methods, or its agent; shall
furnish the applicant, prior to issuance or delivery of the
individual long-term care insurance policy, a notice regardi ig
replacement of accident and sickness or long-term care coverage. One
copy of such notice shall be retained by the applicant and an
additional copy signed by the applicant shall be retained by the
insurer. The required notice shall be provided in the following
manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OP INDIVIDUAL ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

According to (your application] (information you have furnished], you intend to
lapse or otherwise terminate existing accident and sickness or long-term care
insurance and replace it with an individual long-termcare insurance policy to

be issued by (company name] Insurance Company. Your new policy provides ten
(19) thirty <'30) days within which you may decide, without cost, whether you
desire to keep the policy. For your own information and protection, you should
be awareof and seriously considercertain factors which may -ffect the

insuranceprotection available to you under the new policy.

1. Health conditions which you may presently have (preexisting
conditions), may not be immediately or fully covered under the new
policy. This could result f.n denial .or, delay in payment of benefits

under the new policy, wherean a similar claim might have been payable
under your present policy.

2. You may wish to secure the advice of your present insurer or its
agent regarding the proposed replacement of your present policy.
This is not only your right, but it is also in your best interest to
make sure you understand all the relevant factors Involved in
replacing your present coverage.

3. If, after due consideration, you still wish to terminate your present
policy and replace it with new coverage, be certain to truthfully and
completely answer all questions on the application concerning your

12



medical health history. Failure to include all material medical
information on an application may provide a basis for the company to
deny any future claims and to refund your premium as though your

policy had never been in force. After the application has been
completed and before your sign it, reread it carefully to be certain
that all information has been properly recorded.

The above "Notice to Applicant" was delivered to me on:

(Date)
(Applicant's Signature)
C. Direct Response Solicitations. Insurers using direct response
solicitation methods shall deliver a notice regarding replacement of
accident and sickness or long-term care coverage to the applicant upon
issuance of the policy. The required notice shall be provided in the

following manner:

NOTICE TO APPLICANT REGARDING REPLACEMENT
OF ACCIDENT AND SICKNESS OR LONG-TERM CARE INSURANCE

According to [your application] [information you have furnished], you intend to
lapse or otherwise terminate existing accident and sickness or long-term care
insurance and replace it with the long-term care insurance policy delivered

herewith issued by [company name] Insurance Company. Your new policy provides
thirty (30) days within which you may decide, without cost, whether you desire
to keep the policy. For your own information and protection, you should be

aware of and seriously consider certain factors which may affect the insurance
protection available to you under the new policy.

1. Health conditions which you may presently have (preexisting
conditions), may not be immediately or fully covered under the new
policy. This could result in denial or delay in payment of benefits

under the new policy, whereas a similar claim might have been payable
under your present policy.

2. You may wish to secure the advice of your present insurer or its
agent regarding the proposed replacement of your present policy.
This is not only your right, but it is also in your best interest to
make sure you understand all the relevant factors involved in
replacing your present coverage.

3. [To be included only if tha application is attached touche policy.]
If, after due consideration, you still wish to terminate your present
policy and replace it with new coverage, read the copy of the
application attached to your new policy and be sure <chat all
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gquestions are answered fully and correctly. Omissions or
misstatements in the application could cause an otherwise valid claim
to be denied. Carefully check the application and write to (company
name and address] within thirty (30) days if any information is not
correct and complete, or if any past medical history has been left
out of the application.

(Company Name)
Section 9: 12. Discretionary Powers of Coonissioner

The Commissioner may upon written request and after an administrative hearing,
issue an order to modify or suspend a specific provision or provisions of this
regulation with respect to a specific long-term care insurance policy or
certificate upon a written finding that:

A. The modification or suspension would be in the best interest of the
insureds; and

B. The purposes to be achieved could not be effectively or efficiently
achieved without the modification or suspension; and

C. (1) The modification or suspension is necessary to che development
of an innovative and reasonable approach for insuring long-term
care; or

(2) The policy or certificate is to be issued to residents of a life
care or continuing <care retirement community or some other
residential community for the elderly and the modification or
suspension is reasonably related to che special needs or nature
of such a community; or

(3) The modification or suspension is necessary to permit long-term
care insurance to be sold as part of, or in conjunction wich,
another insurance product.

Drafting Note: This provision is intended to provide <che Commissioner with
limited discretion andflexibility to accommodate specific and innovative
long-term care insurance products which are shown to be in Che public's best
interest. This provision is intended to be used sparingly for this purpose.

Section 10* 13. Reserve Standards

A. When long-term care benefits are provided through Che acceleration of
benefits wunder group or individual life policies or riders to such
policies, policy reserves for such benefits shall be determined in
accordance wich [cite the standard valuation law for life insurance,
which contains a section referring to "special benefits" for which
tables must be approved by the commissioner]. Claim reserves must
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also be established in the case when such policy or rider is in claim

status.

Reserves for policies and riders subject to this subsection should be

based on the multiple decrement model utilizing all relevant
decrements except for voluntary termination rates. Single decrement
approximations are acceptable if the calculation produces essentially
similar reserves, if the reserve is clearly more conservative, or if
the reserve is immaterial. The calculations may take into account
the reduction in life insurance benefits due to the payment of
long-term care benefits. However, in no event shall the reserves for
the long-term <care benefit and the life insurance benefit be less
than the reserves for the life insurance benefit assuming no

long-term care benefit.

In the development and calculation of reserves for policies and

riders subject to this subsection, due regard shall be given to the
applicable policy provisions, marketing methods, administrative
procedures and all other considerations which have an impact on
projected claim costs, including, but not limited to, the following:

(1) Definition of insured events;
(2) Covered long-term care facilities;
(3) Existence of home convalescence care coverage;
(4) Definition of facilities;
(5) Existence or absence of barriers to eligibility;
(6) Premium waiver provision;
(7) Renewability;
(8) Ability to raise premiums;
(9) Marketing method;
(10) Underwriting procedures;
(11) Claims adjustment procedures;
(12) Waiting period;
(13) Maximum benefit;
(14) Availability of eligible facilities;
%
(15) Margins in claim costs;
(16) Optional nature of benefit;
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(17) Delay in eligibility for benefit;
(18) Inflation protection provisions; and

(19) Guaranteed insurability option.

Any applicable valuation morbidity table shall be <certified as
appropriate as a statutory wvaluation table by a member of the
American Academy of Actuaries,

B. When long-term care benefits are provided other than as in Subsection
A above, reserves shall be determined in accordance wich [cite Law

referring to minimum health insurance reserves, the NAIC version of
which requires reserves ‘"using a table established for reserve
purposes by a qualified actuary and acceptable to the commissioner"!.

Section 11t 14. Loss Ratio

Benefits under individual long-term care insurance policies shall be deemed
relation to premiums provided the expected loss ratio is at least

reasonable in
calculated in a manner which provides for adequate reserving of

sixty percent,

the long-term care insurance risk. In evaluating the expected loss racio, due
consideration shall be given to all relevant factors, including:
A. Statistical credibility of incurred claims experience and earned

premiums;

B. The period for which rates are computed to provide coverage;
C. Experienced and projected trends;

D. Concentration of experience within early policy duration;
E. Expected claim fluctuation;

F. Experience refunds, adjustments or dividends;

G. Renewability features;

H. All appropriate expense factors;

l. Interest;

J. Experimental nature of the coverage;

K. Policy reserves;

L. Mix of business by risk classification; and .

M. Product features such as long elimination periods, high deductibles

and high maximum limits.
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Drafting Note: The enumeration of the thirteen items includes factors

traditionally not allowed 1in calculating rates. Because of the desire to
foster development of the long-term care product, the drafters' intention is
that the consideration of these factors will provide sufficient latitude to

achieve the sixty percent loss ratio.
Section 12- 15. Filing Requirement

Prior to an insurer or similar organization offering group long-term care
insurance to a resident of this state pursuant to Section 5 of the Long-Term
Care Insurance Model Act, it shall file with the Commissioner evidence that the
group policy or certificate thereunder has been approved by a state having
statutory or regulatory long-term care insurance requirements substantially
similar to those adopted in this state.

Section 13i 16. Standard Format Outline of Coverage

This section of the regulation implements, interprets and makes specific, the
provisions of (Section 6G of the Long-Term Care Insurance Model Act) [cite
provision of law requiring the Commissioner to prescribe the format and content
of an outline of coverage] in prescribing a standard format and the content of
an outline of coverage.

A. The outline of coverage shall be a free-standing document, using no
smaller than ten point type.

B. The outline of coverage shall contain no material of an advertising
nature.
C.Text which is capitalized or wunderscored in the standard format

outline of coverage may be emphasized by other means which provide
prominence equivalent to such capitalization or underscoring.

D. Use of the text and sequence of text of the standard format outline
of coverage is mandatory, unless otherwise specifically indicated.

E. Format for outline of coverage:
[COMPANY NAME)
[ADDRESS - CITY & STATE]
[TELEPHONE NUMBER]
LONG-TERM CARE INSURANCE
OUTLINE OF COVERAGE

[Policy Number or Group Master Policy and Certificate Number]
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[Except: for policies or certificates which are guaranteed issue, the Following
caution statement:, or lanttue®.e substantially similar, muse ippear is follows in
the outline of coverage.1l

Caution: The issuance of this long-term care insurance fpolicv’ rcertificarel
is based upon your responses to the questions on vour application. A copy of
vour fapplication 1l fenrollment forml fls enclosed] fwas retained by you when
you applied] . If your answers are incorrect or untrue, the company has the
right to deny benefits or rescind vour poilcv. The best time to clear up any
questions is now, before a claim arises! I f. for anvreason, any of vour
answers are incorrect, contact che company at this address: Finsert address!

1. This policy is [an individual policy of insurance]([a group policy] which
was issued in che [indicate jurisdiction in which group policy was
issued]).

2. PURPOSE OF OUTLINE OF COVERAGE. This outline of coverage provides a very
brief description of the important features of the policy. You should
compare this outline of <coverage to outlines of coverage for other
policies available to you. This is not an insurance contract, but only a
summary of <coverage. Only the individual or group policy contains
governing contractual provisions. This means that the policy or group
policy sets forth in detail the rights and obligations of both you and the
insurance company. Therefore, if you purchase this coverage, or any other
coverage, it is important that you REAP YOUR POLICY (OR CERTIFICATE)
CAREFULLY!

3. TERMS UNDER WHICH THE POLICY OR CERTIFICATE MAY BE RETURNED AND PREMIUM
REFUNDED.

(a) [Provide a brief description of the right to return--"free look"
provision of the policy.]

(b) [Include a statement that the policy either does or does not contain
provisions providing for a refund or partial refund of premium upon
the death of an insured or surrender of the policy or certificate.

If the policy 'contains such provisions, include a description of
them.]
4. THIS IS NOT MEDICARE SUPPLEMENT COVERAGE. If you are eligible for

Medicare, review the Medicare Supplement Buyer's Guide available from the

insurance company.

(a) [For agents] Neither [insert company name] nor its agents represent
Medicare, the federal government or any state government.

(b) [For direct response] [insert company name] is not representing
Medicare, the federal government or any state government.

5. LONG-TERM CARE COVERAGE. Policies of this ~category are designed to
provide coverage for one or more necessary or medically necessary
diagnostic, preventive. therapeutic, rehabilitative, maintenance, or

18



personal care services, provided in a setting ocher than an acute care
unit of a hospital, such as in a nursing home, in the community or in the

home.

This policy provides coverage in the form, of a fixed dollar indemnity
benefit for covered long-term care expenses, subject to policy
(limitations} [waiting periods] and (coinsurance] requirements. (Modify
this paragraph if the policy is not an indemnity policy.]

BENEFITS PROVIDED BY THIS POLICY.

(a) [Covered services, related deduc.tible(s), waiting periods,
elimination periods and benefit maximums.)

(b) (Institutional benefits, by skill level.]

(c) (Non-institutional benefits, by skill level.]

[Any benefit screens must be explained in this section. If these screens
differ for different benefits, explanation of che screen should accompany
each benefit description. If an attending physician or other specified
person must certify a certain level of functional dependency in order to
be eligible for benefits, this too must be specified. If activities of
daily living (ADLs) are used to measure an insured's need for long-term

care, then these qualifying criteria or screens must be explained.]
LIMITATIONS AND EXCLUSIONS.

[Describe:

(a) Preexisting conditions;

(b) Non-eligible facilities/provider;

(c) Non-eligible levels of care (e.g., unlicensed providers, care or
treatment provided by a family member, etc.);

(d) Exclusions/exceptions;
(e) Limitations.]

[This section should provide a brief specific description of any policy
provisions which limit, exclude, restrict, reduce, delay, or in any other
manner operate to qualify payment of the benefits described in (6) above.)

THIS POLICY MAY NOT COVER ALL THE EXPENSES ASSOCIATED WITH YOUR LONG-TERM
CARE NEEDS.

RELATIONSHIP OF COST OF CARE AND BENEFITS. Because the costsvof long-term
care services will likely increase over time, you should consider whether

and how the benefits of this plan may be adjusted. [As applicable,
indicate the following:
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10.,

11.

12.

(a) That the benefit level will not increase over time;

(b) Any automatic benefit adjustment provisions;

(c) Whether the insured will be guaranteed the option to buy additional
benefits and the basis wupon which benefits will be increased over
time if not by a specified amount or percentage;

(d) If there is such a guarantee, include whether additional underwriting
or health screening will be required, the frequency ana amounts of

the upgrade options, and any significant restrictions or limitations;

(e) And finally, describe whether there will be any additional premium
charge imposed, and how that is to be calculated.]

TERMS UNDER WHICH THE POLICY (OR CERTIFICATE) HAY BE CONTINUED IN FORCE OR
DISCONTINUED.

[(a) Describe the policy renewability provisions;

(b) For group ~coverage, specifically describe <continuation/conversion
provisions applicable to the certificate and group policy;

(c) Describe waiver of premium provisions or state that there are not
such provisions;

(d) State whether or not the company has a right to change premium, and
if such a right exists, describe clearly and concisely each
circumstance under which premium may change.]

ALZHEIMER'S DISEASE AND OTHER ORGANIC BRAIN DISORDERS.

[State that the policy provides coverage for insureds clinically diagnosed

as having Alzheimer's disease or related degenerative and dementing

illnesses. Specifically describe each benefit screen or other policy

provision which provides preconditions to the availability of policy
benefits for such an insured.]

PREMIUM.

[(a) State the to'.al annual premium for the policy;

(b) If the premium varies with an applicant's choice among benefit
options, indicate che portion of annual premium which corresponds to
each benefit option.]

ADDITIONAL FEATURES.

[(a) Indicate if medical underwriting is used; >

(b) Describe ocher important features.]
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