ALASKA STATE LEQ SLATURE
HOUSE COVMUNI TY AND REAQ ONAL AFFAI RS
STANDI NG COW TTEE
February 25, 2003
8:05 a.m

VEMBERS PRESENT

Representative Carl Morgan, Chair
Representative Kelly Wlf, Vice Chair
Representati ve Tom Ander son
Representati ve Sharon Ci ssna
Representative Al bert Kookesh

VEMBERS ABSENT

Representative M ke Chenaul t
Represent ati ve Ral ph Sanuel s

COVM TTEE CALENDAR
OVERVI EW DEPARTMENT OF COMMUNI TY & ECONOM C DEVELOPMENT
TAPES

03-4, SIDE(S) A & B

CHAI R CARL MORGAN convened the neeting of the House Community
and Regi onal Affairs St andi ng Commttee at 8:05 a.m
Representatives Mrgan, WIlf, and G ssna were present at the
call to order. Representati ves Anderson and Kookesh arrived as
the neeting was in progress.

SUMVARY OF | NFORVATI ON

EDGAR BLATCHFORD, Comm ssioner, Departnent of Community &
Econom ¢ Devel opnent (DCED), began the departnental overview by
reviewing the departnent's m ssi on: "Pronoting strong
communities and a healthy econony.” He informed the committee
that DCED consists of seven divisions and houses six independent
agenci es. Comm ssioner Blatchford reviewed the departnent's
budget sources. All of this information and a one-page review
of each division can be found in the docunment entitled, "Al aska
Department of Community and Econom ¢ Devel opnment Overview' that
is included in the commttee packet. Comm ssi oner Bl atchford
then had division directors conme forward and provide a brief
overvi ew of their division.
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GENE KANE, Acting Director, Dvision of Comrunity and Business
Devel opnent, Departnent of Community & Economic Devel opnent,
informed the commttee that the mssion of the D vision of
Community and Business Developnent is to pronpote independent
| ocal governnents and job grow h. He noted that the commttee
packet should include the division's annual report. He then
reviewed the four services provided by the division, which are
busi ness devel opnent, comrunity devel opnent, funding resources,

and information resources. He pointed out that on page 28 of
the division's annual report there is a list of recent division
publ i cati ons. M. Kane said, "Collectively, the prograns

carried out by [the Dvision] of Community and Business
Devel opnent reflect a nmandate of Article X, Section 14 of
Al aska's constitution for a state agency to collect and publish
| ocal government information and to advise and assist |ocal
governnments. " He concluded his presentation by reviewing the
goal s and strategies of the division.

MARGY JOHNSON, Director, Division of International Trade and
Mar ket Devel opnent, Depar t ment of Community & Economc
Devel opnent, specified that the Division of International Trade
and Market Devel opnent includes the pronotion of tourism and
Al aska seafood, which she said were her two passions. Ms.
Johnson informed the comittee that under the Mirkowski
Adm nistration there should be a lot of cooperative marketing
between the Al aska Travel Industry Association (ATIA) and the
Al aska Seafood Marketing Institute (ASM). She enphasi zed that
any trade mssion to any country should pronote all of Alaska's
resources. She also inforned the conmttee that Al aska Airlines
and ASM are going to neet in order to encourage Al aska Airlines
to serve nore Al askan products on the aircraft. In response to
guestions, M. Johnson reviewed the history of the change from
the three separate funding entities of the Alaska Tourism
Marketing Council, the Division of Tourism and the Al aska
Visitor's Association to the current organi zation of ATIA. Ms.
Johnson noted that the wvisitor <count to Alaska is down.
Information from an unidentified speaker was provided as to the
nunber of board nenbers on ASM and the break down of ASM's
budget. In response to concerns with the direction of ASM, M.
Johnson related her belief that there wll be an increased
enphasi s on sal non [ marketing].

GREG W NEGAR, Director, Division of Investnents, Departnent of
Community & Econom c Devel opnent, began by pointing out that the
commttee packet should include an overview booklet for the
division. The division's primary responsibility is to handle 15
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different |oan prograns, which are prinmarily designed to pronote
econom ¢ developnent in the state. He explained that the
prograns can be broken into three broad categories: active
prograns, inactive prograns, and other agency loans. He related
sonme general statistics that are included in the division's
overvi ew bookl et. He reviewed the |argest program the division
adm nisters, the Comercial Fishing Revolving Loan Fund. He
al so reviewed the Fisheries Enhancenent Revol ving Loan Fund, the
Rural Devel opnment Initiative Fund, and the Small Business
Econom ¢ Devel opnent Revol ving Loan Fund. M. Wnegar directed
attention to page 8 of the division's overview booklet, which
di scusses sone of the significant issues for fiscal year 2004,
including the salnon industry and replacenent of the division's
| oan servicing software. The booklet also includes a |ist of
sonme of the division's acconplishnents on page 9, such as the
refinanci ng of Conmercial Fishing Revolving Loans and Fisheries
Enhancenent Loans and tel ephone paynents. He concluded by
poi nting out that page 10 of the division's booklet is a Iist of
contact information.

MARK DAVIS, Director, Division of Banking, Securities, and
Cor porations, Departnent of Comrunity & Econom c Devel opnent,
related that the division has four functions. The first
function is to charter, regulate, and exam state banks and trust
conpani es. The second function is to regulate the Al aska
Securities Act of 1999. The third function is to provide a
| egal structure for business, which is essentially a filing
process. The fourth function is to provide an overvi ew of proxy
statenments for Native corporations that have nore than 500
sharehol ders and nore than $2 mllion in assets. M. Davis
pointed out that the division takes in nore revenue than it
costs to operate the division, and therefore any extra funds are
placed in the general fund. He related that Ilast year the
division's budget was $2.4 mllion while approxinmately $8.1
mllion was coll ected.

RI CK URI ON, Director, Division of CQCccupational Li censi ng,
Department of Conmunity & Econom c Devel opnent, stated that the
division's mssion is to ensure that conpetent professional and

commercial services are available to Al aska consuners. Duri ng
his review of the services the division provides, M. Uion
related that the division adm nisters 37 occupational |icensing

progranms for over 130 occupations. He said that the goal of the
division is to make applying for and receiving either a
professional or business license as easy and convenient as
possi bl e. He infornmed the commttee that the division receives
many conplaints about businesses in Alaska and those lead to
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i nvestigations. This is an area in which the division is

overl oaded and thus there is the need for nore staff. M. Urion
pointed out that the division is self-sufficient and doesn't
requi re any general funds. In response to questions, M. Urion

specified that the license fee, by law, is determned by the
cost to the division to nanage the occupation divided by the
nunmber of people in the occupation. In response to further
guestions, M. Uion related his belief that in general it's
best not to nmerge [boards of] various fields because of the

diversity of each. During discussion of the fact that the
division generates revenue, M. Uion pointed out that the
revenue generated is used to regulate the businesses. Wth

regard to the cost of license fees, M. Uion explained that the
license fee is dependent upon the costs [of regulating the

busi ness] . One of the factors determning the cost is whether
there have been disciplinary actions and |egal fees, which could
result in an increase in the license fee. These are biennial

| icenses and thus every two years fees are revi ewed.

STAN Rl DGEWAY, Acti ng Director, Division of | nsur ance,
Department of Community & Economc Devel opnent, began by
relating that the division's mssion is to "enforce the
i nsurance statutes and regulations and to protect and educate
the consuner, and enhance the insurance narket in the state of

Al aska." He pointed out that the division is the primry
regul ator for insurance because the federal governnment |eaves
that task to the states. The seven sections of the division
join together to regulate the insurance industry in Al aska. He
di scussed the seven sections of the division: consuner
servi ces, | i censi ng, i nvestigative, mar ket exam nat i on,

financial examnation, filings review, and actuarial analysis.
He infornmed the conmttee that the division operates primarily
from licensing fees. M. Ri dgeway presented the follow ng four
maj or 1ssues the division faces. First, the division is
reviewing the Prenera Blue Cross application to convert from a
nonprofit to a for profit status. Second, the division has just
conpleted an exam nation of the use of credit scoring to rate
i nsurance policies for underwiting and the rating of personal
aut onobil e and homeowner's insurance. Third, the division has
conpl eted draft regulations on privacy. Fourth, the division is
nonitoring rate increases and the reduced availability of health
and property casualty insurance in the state, particularly for
the aviation industry and assisted |iving hones. M. Ri dgeway
said that the rate increases are due, in part, to a hardening
i nsurance market, terrorism and catastrophic |osses, and | ower
i nvestnment inconmes for insurance conpanies. In response to
guestions, M. R dgeway related that Alaska has experienced a
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relatively good insurance nmarket in the |ast 6-10 years [and now
the state is facing a hardening of the insurance narket]. He
noted that the division' s annual report specifies all the clains
filed and the insurers |eaving the state. He highlighted that
sonme insurers are not renewing policies, which is a trend
nat i onw de.

MR. RIDGEWAY, in response to questions regarding the issue of
credit scoring, deferred to the new director for the division's
position on this matter. He then expl ained the market conduct
study on credit scoring. He confirnmed that the surveys and
general information gathered during the study produced findings
that the elderly nmay be inpacted by credit scoring. There are
al so findings that those living in certain zip codes, areas wth

hi gher incone levels, are nore favorably rated. M. Ri dgeway
related his belief that whether or not to regulate credit
scoring is a policy call. Wth regard to questions about the

rate increases schools and school districts have faced, M.
Ri dgeway announced that the division has nonitored this
si tuation. He related his understanding that the rates wll
drop a bit for nunicipalities and school districts this year.

COW SSI ONER BLATCHFORD, in response to questions, confirned
that there has been a suggestion to change the nane of DCED to
the Departnent of Comrerce & Econom c Devel opnent. Al t hough
there nmay be a nanme change, the departnent would strengthen its
commtment to the unorgani zed boroughs and municipalities, he
sai d. In response to a question regarding the lack of a rura
adm nistrative office, Conm ssioner Blatchford stated that he is
very commtted to rural Alaska and the departnent is going
through a reorgani zation process and is review ng ways in which
to strengthen the departnent's commtnent.

ANNOUNCEMENTS

There were no announcenents.

COW TTEE ACTI ON

The comm ttee took no action.

ADJ QURNVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Conmmttee neeting was
adj ourned at 9:09 a. m
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NOTE: The neeting was recorded and handwitten |log notes were
t aken. A copy of the tape(s) and |log notes may be obtained by
contacting the House Records Ofice at State Capitol, Room 3,
Juneau, Alaska 99801 (nmmiling address), (907) 465-2214, and
after adjournment of the second session of the Twenty-Third
Al aska State Legislature this information may be obtained by
contacting the Legislative Reference Library at (907) 465-3808.
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