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POSI TI ON STATEMENT: Provided information regarding the Division
of I nvestnents.

LI NDA HALL, Director

Di vi sion of |nsurance

Departnent of Comrerce, Community, and Econom c Devel opnent
Juneau, Al aska

PCSI TI ON STATEMENT: Provided an overview of the D vision of
| nsur ance.

RICK URION, Director

D vision of Cccupational Licensing

Depart ment of Commrerce, Conmunity and Econom cal Devel opnent
Juneau, Al aska

POSI TI ON  STATEMENT: Provided an overview of the D vision of
Qccupati onal Licensing.

ACTI ON NARRATI VE

CHAIR ANDERSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:20:00 PM Represent ati ves
Ander son, Ledoux, Lynn, GQGuttenberg, Kott, and Rokeberg wer e
present at the call to order.

OVERVI EW OF THE DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT

3:21:35 PM

GREG O CLARAY, Commi ssioner, Departnent of Labor and Wbrkforce
Devel opnent (DLWD), stated that DLWD has undergone two years of
maj or reshapi ng under the Miurkowski Adm nistration and | aunched
the Al aska Future Program in Anchorage on Decenber 14th. The
goal of this programis have 90 percent of Alaskan residents in
t he Al askan wor kf orce.

COWM SSI ONER O CLARAY reported that workers' conpensation stil
needs to be addressed, which is why he has initiated talks wth
several key people on this matter. Wth respect to Al aska hire,
he opined that enployers need to be invited to express why they
are not hiring Al askans.

3:.26:56 PM
COWM SSI ONER O CLARAY remrarked that when paychecks fly south of
Ket chi kan, they do nothing for Al aska's econony, but becone a

drain. The locals here deserve better jobs and good famly
wages, he opi ned.
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3:29: 06 PM

CHAI R ANDERSON noted that the commttee packet should include a
docunent entitled "Alaska Departnent of Labor and Workforce
Devel opnent Overview' that details the key services and
acconpl i shnents of 2004 and the goals of 2005.

3:29:40 PM

REPRESENTATI VE KOIT agreed that Alaska hire is very inportant,
and said that DLW takes this serious. He recalled that the
departnment publishes a report that shows the break down of
enpl oynment statistics for Alaska and the percentage of Al askans
who are enployed by each enployer. He inquired as to when the
next report will be avail able.

COWM SSI ONER O CLARAY said that the docunent will be available
in the first part of February.

REPRESENTATI VE ROKEBERG pointed out that the nunber of Al aska
hires could actually increase if the definition of Native
Al askans was changed to be current with the case law on that. He
then noted that DLWD has a new study that addresses the issue of
proper classification and new enployees. He inquired as to what
gave rise to that study and finally, he asked if it was due to
the new federal enployee classification or was it a review of
Al aska's rather antiquated statutes.

COW SSI ONER O CLARAY answered that it was not new. The case
| aw and statutes from the D vision of Unenploynent Security have
enpowered the departnent. From these statutes the definition is
used to distinguish the difference between an enployee and a
contractor.

COWM SSI ONER O CLARAY explained that there is concern because an
enpl oyee classified as an independent contractor does not pay
into the wunenploynent insurance fund. This fund needs to be
saf eguarded and sol vent, and those enployers followi ng the rules
are protected fromrate increases that occur when soneone is not
payi ng hi s/ her share.

REPRESENTATI VE LEDOUX asked if there are any initiatives

targeting increasing the nunber of rural people in the
wor kf or ce.
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COM SSIONER O CLARAY said that's an area on which this
adm nistration has been concentrating. The relationship wth
Al aska Wrks Program (AWP) apprenticeship program has been
strengthened. This program is the primary avenue for training
for the construction and nmarine industry. Industry people have
commtted to accept AW trainees for their ships, which he
characterized as a mmjor acconplishnent. There are about 1, 000-
1,200 mariners in the fishing industry and there about 100
vacancies at all tines.

3:35: 05 PM

COWM SSI ONER O CLARAY opined that DLWD has done a narvel ous job
recruiting in Bush Al aska. In Novenber DLWD sponsored a pipeline
training program from which 74 graduated, and of that 74 over 50
percent were Bush Al askans. Many of these young people already
have jobs in the North Slope. For a long tinme, there has been a
cul tural m sunderstanding that these young people do not want to
| eave their villages. However that’s not true anynore. Although
they have a strong sense of famly, they realize that it is
i nperative that they | eave for school and work.

CHAI R ANDERSON turned his attention to workers' conpensati on and
asked if Conmi ssioner OC aray intends to work on |egislation
with the ad hoc conmittee or if it was the governor's intent to
have his own | egi sl ation.

COWM SSI ONER O CLARAY expressed hope that there would be one
bill and noted that the departnent has been working very close
with the ad hoc commttee. Although there were sone difficulties
| ast year, the admnistration has discussed sone suggestions
with the ad hoc commttee.

3:39:18 PM

COWM SSI ONER O CLARAY pointed out that enployers are having to
choose between health benefits and workers' conpensation because
the latter is statutorily required and the other is not. He

expressed his desire to have a good bill this year with an eye
on getting a final bill that addresses the nore controversi al
issues that will require nore tine.

OVERVI EW  DEPARTMENT OF COWMERCE, COWUNITY AND ECONOM C
DEVELOPNVENT

EDGAR  BLATCHFORD, Commi ssi oner, Depart nent of Comnrer ce,
Community, and Economic Developnment (DCCED), inforned the
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commttee that DCCEDs mssion is to pronote a healthy and
strong econony, as well as healthy and strong conmunities. The
depart nment regulates the existing industry and assists
communities with governance and sustainability. He noted that
DCCED has been keen on econom cal devel opnent and pronoting
| ocal hiring.

3:43: 02 PM

COWM SSI ONER BLATCHFORD infornmed the commttee that DCCED s
total budget is around $125 mllion, of which $7.8 mllion
originates from the general fund (GF). He highlighted DCCED s
wor k including the passage of SB 272, which was foll owed by the
passage of Administrative Oder 219 that transferred the
corporations program to the D vision of Banking. This transfer
will better serve the public by creating a single organization
wi thin state governnent, he opined.

3:44:35 PM

COW SSI ONER  BLATCHFORD  next turned to the Dvision of
| nvestnents, which he characterized as a very successful
division, and said that it was the best way to inplenent public
policy loans. Last year the Division of Investnents processed
133 loans for a total of $15.2 mllion, of which 114 |oans
totaling $6.5 mllion went to comrercial fishernen. He then went
on to report that there were 10 |oans for commercial fisheries,
8 rural devel opnent |oans totaling al nbst $800,000 resulting in
the creation or retention of 29 jobs, and finally there was 1
smal| business loan that retained 2 jobs. He then reported on
specifics of the tax and | oan prograns, as well as the fisheries
revitalization. He concluded with a discussion on the marine
industry's Comrunity Developnment Quota Program (CDQ). Rapid
growh, he said, resulted in revenues in over $100 mllion in
training benefits since its inception in 1992.

3:47: 46 PM

COWM SSI ONER  BLATCHFORD highlighted the Rural Bul k  Fuel
assi stance program which he characterized as a success of the
speci al session |ast sumer. Working close with the communities,
DCCED was able to reduce the anobunt of assistance to under
$800, 000 dollars in loans to deliver bulk fuel primarily for the
preservation of l|ife and infrastructure. He next reported that
adm ni stering conmmunity advocacy was at the heart and soul of
the division. He announced that the departnent assisted severa
comunities wth issues such as flooding, erosion, fuel
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shortages, the creation of online web sites and conmunity
profile maps. He then nobved on to the discussion of Local
Boundari es Comm ssion (LBC) proceedings. Conmunities around the
state are reviewng the possibility of annexing, detaching, or
creating new boroughs. Al of the aforenentioned is of great
interest for people in this state, he said.

COW SSI ONER BLATCHFORD noved on to the Alaskan Aerospace
Devel opnent Corporation (AADC), which spent $11.6 nillion in
federal funds in 2004. This expenditure translates into 45 full-
time jobs in Kodiak and 16 in Anchorage. He then pointed out
that the Alaska Industrial Developnent and Export Authority
(AIDEA) al so generated revenue. Al aska Energy Authority (AEA),
he commented, is of great interest to conmunities around the
state. He noted that wupgrades and new energency response
services, as well as bulk fuel facility upgrades were conpl et ed.
Wth regard to the Al aska Seafood Marketing Institute (ASM), he
related that Alaska seafood is the second nost popular food
brand on nmenus of the top 500 restaurants in the U S. The
Regul atory Comm ssion of Al aska (RCA), he announced, has also
been active according to his report. In fact, pending dockets
have been reduced while awards and grants have increased.

3:52:14 PM

COWM SSI ONER BLATCHFORD reviewed the future goals of DCCED,
which include working closely with CDQ and fine-tuning the
Magnuson- Stevens Act (MSA). The MSA is of huge inportance to
coast al communi ties. He remnded the conmttee that the
initiative passed last year called the Conmmunity Quota Entity
(CQE), which enables the communities to buy Individual Fishery
Quotas (I FQ) shares and then lease to communities who want to
fish the quotas.

3:54:11 PM

COWM SSI ONER  BLATCHFORD stated that tourism is of great
i nportance. This year, at least a mllion visitors are expected
to arrive by cruise ship. He then went on to say that the
departnment works very closely with the Ofice of Economc
Devel opnent (OCED), and the tourism industry as well as the
Al askan Travel Associ ation.

3:55: 07 PM

COWM SSI ONER BLATCHFORD turned to mning and stated that the
department works closely wth comunities such as Delta
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Juncti on. Wth regard to the Developnent of Alaskan Rural
Tourism (DART), it has been partly funded by a $300,000 grant.
This $600,000 project was an 18-nmonth |long project into which
several communities have been accepted. He nbved on to announce
the new initiative called the Mnufacturer's Extension Program
(MEP). The goal of this initiative is to create 12 electronic
commerce centers in rural Alaska. It doesn't require the
construction of $100 mllion infrastructure because it can be
done quickly using | ocal people and | ocal resources.

3:56:47 PM

COWM SSI ONER BLATCHFORD rem nded the conmittee that the Al aska
Regi onal Devel opnment Organization (ARDORs) program is up for
aut hori zation. There are 11 ARDORs, nost of which are located in
rural areas. He infornmed the commttee that although sone are
nore successful than others, this is a good program

REPRESENTATI VE GUTTENBERG recalled nention of the Cty of Delta
Junction considering expansion; and noted that there is sone
controversy regarding whether or not the residents want a
bor ough. He then nentioned that Fai rbanks is review ng
annexation of some of the local mning areas, and asked if
Fai rbanks is becom ng nore active with the LBC.

COWMWM SSI ONER BLATCHFORD enphasized that the Gty of Delta
Junction is a progressive conmunity. Mayor Gl bertson and the
city adm nistrator are review ng expandi ng the opportunities for
the local people, and there are so many opportunities in the
greater Delta area. He noted that other entities in the area
would like to seize the opportunities available to the people in
the Delta Junction area.

4:00: 14 PM

REPRESENTATI VE ROKEBERG i nfornmed the committee that he was privy
to a letter witten to the governor which suggested that the
comercial fishing revolving loan fund be nerged with (indisc).
He then asked if the comm ssioner is famliar with the letter or
any of the issues involved with it.

COWM SSI ONER BLATCHFORD replied that he was famliar with it.
REPRESENTATI VE ROKEBERG asked the commissioner if there is any

nmerit to consolidating sonme of the loan progranms "specific to
m ssion of the particular progrant.
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COMM SSI ONER BLATCHFORD reiterated his belief that the D vision
of Investnents does an excellent job. This departnent inplenents
public policy quickly because it doesn't have to go through sone
of the regulatory processes required of lending institutions.

COWMM SSI ONER BLATCHFORD continued by stating that the D vision
of Investments has a loan portfolio totaling close to $2.5
mllion and it's very comm tted to provi di ng | ocal
opportunities. He iterated that his departnent uses |ocal people
who work very closely with organizations in the state, and the
goal is to keep local opportunities for local people. This is
the Dbeauty of the CDQ program However, the "limted
entrepreneurs” permts have been mgrating outside of the state.
He then announced that it is the governor's policy, as well as
the departnent's, to keep local permts [in the state].

4:02:44 PM

COW SSI ONER BLATCHFORD opined that the best way to preserve
jobs is to work with the |oan prograns within the D vision of
| nvest nent s.

REPRESENTATI VE ROKEBERG renmarked that the area of consolidation
had nore to do with |oans that are nore conducive to conmmercia
| oans for fishing boats, gear, and things of that nature, not

permts or CDQGs.

GREG W NEGAR, Director, Division of Investnents, Departnent of
Commerce, Community, and Econom c Devel opnent, clarified that
the Division of Investnments does not subsidize anyone in rural
Al aska. He explained that the division works closely with those
who borrow noney fromthe state investors.

M. WNEGAR stated that the program has been very successful and
has returned about $40 million to the state. The Division of
I nvestnent is a very successful program and one created through
the wi sdom of the legislature. The D vision of |nvestnents,
unlike traditional |l ending institutions, has faith and
confidence in | ocal people.

MR. W NEGAR pointed out that the challenge here is that the vast
majority of the division's portfolio would not qualify for any
| oans obtained through any other financial institution. He then
went on to say that in regards to the subsidy issue there should
be a handout; this is illustrated on page 6, where, he said, the
division provides statistics that relate to the program The
program has repaid all the funds that went into it and continues
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to earn nmore noney than necessary to operate the program and
provi de for | oans.

4:06:41 PM

REPRESENTATI VE ROKEBERG pointed out that the indication on page
6 of the handout refers to a stated interest rate that is a
fixed rate of prine plus 2 percent. He asked if this was
correct.

4:07:28 PM

MR. W NEGAR answered that it is a typo; the rate is actually
prinme plus 2 percentage points for the portfolio.

REPRESENTATI VE ROKEBERG nentioned that there seens to be a
controversy grow ng about the conpetition between the Division
of Investnents and commercial |enders, and possible duplication
of services.

M. WNEGAR informed the commttee that Ilegislation on that
i ssue has been considered. One of the major concerns is that the
vast majority of |oans the division doles out are to individuals
and groups that do not qualify for any other financing. If this
programis not available, there will be no availability of funds
for those individuals.

REPRESENTATI VE ROKEBERG stated that this should be revi ewed.

REPRESENTATI VE = ROBERTA  GARDNER, Al aska State Legislature,
inquired as to how the success of an ARDOR i s defi ned.

COWM SSI ONER BLATCHFORD expl ained that the departnent deens an
ARDCR successful when it is able to identify opportunities for
| ocal people and provide a voice for | ocal econom cal
devel opnent . A good concrete exanple of a successful ARDOR is
t he MEP program

OVERVI EW DI VI SI ON OF | NSURANCE

4:10:59 PM

CHAI R ANDERSON announced that the next order of business would
be the D vision of |nsurance.

4:12:12 PM
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LINDA HALL, Director, Division of Insurance, Departnent of
Commerce, Community, and Econom c Devel opnent, provided an
overview of the division's mission. She announced that the
division is a resource which provides the technical ability that
hel ps the legislature deal with the insurance world. She then
went on to say that the division is a regulatory agency that
provi des consuner protection, enforces insurance regulations,
and provides licensing for insurance conpanies. In fact, she
said, the core of the division's services is the provision of
| icensing for insurance conpanies; there are approximtely 1,000

conpanies for which the division is responsible. Ms. Hal
indicated that the state has |icensed 19,000 agents and brokers
who sell insurance, of which 4,000 are residents. Obviously,

there are a huge nunber of nonresidents who do business in the
state.

M5. HALL next turned to conpliance, another core service of the
division. One of the division's primary roles is the financial
exam nations of the state's domestic insurers. Statute requires
a financial examnation every three years, which entails both
i n-house certified public accountants and outside contractors.
The division thoroughly reviews the financial standing of
i nsurance conpanies for whom it is the primary regulator. She
then went on to say that the division collects a prem um tax.
The division generated approximately $44 mllion at the end of
fiscal year 2004 in premium tax into the state general fund

However, the division is not a general fund agency. She inforned
the commttee that the division generates $5.4 mllion in fees.
The division charges fines, penalties, and interest all of which
is placed into the general fund.

M5. HALL pointed out that conpliance also deals wth market
conduct, which neans the division reviews what the insurance
conpani es are doing. Such review of market conduct m ght entai
review of how the insurance conpanies underwite and what their
claim practices are |like. The division tends to do this when it
has an inordinate anount of conplaints. The division tries to
resolve conplaints by calling the conpanies. |Insurance conpanies
pay for this market conduct, she highlighted.

4:17: 34 PM
M5. HALL nentioned that the investigations are also perforned
for agencies and surplus line brokers. The investigations are

done by individuals with law enforcenent backgrounds. These
i nvestigations, she explained, usually lead to admnistrative
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action or crimnal prosecution. She inforned the commttee that
three fraud cases are now bei ng heard.

M5. HALL noved on to a discussion of consuner services, which
was offered to provide the public better access to the division.
This conponent of the division helps people find answers to
problenms. In the |ast year, the consuner services conponent has
mtigated losses in the range of $300,000 for consuners. She
pointed out that the division also does filing approvals for
property/casualty and sone |life and health rates and fornms. In
the | ast year there have been 6,600 filings, she reported.

M5. HALL identified the fourth core function of the division as
public informati on and speaki ng engagenents. Mst of the staff,
she said, deals wth the public in sone fashion. Public
information regarding insurance is dissemnated via the radio,
publ i c service announcenents, and the Internet.

4:22:03 PM

M5. HALL described the division's work on a day-to-day basis

For exanple, the division has dealt with a bankrupt insurance
conpany for which claim settlenent was difficult. Utimtely,
| egislation was created that made it possible to mtigate the
probl em Wbrkers' conpensation, she noted, is an inportant issue
that the division addresses. In a study done by an organization
in Oregon, it was determ ned that Al aska consistently ranks high
in premum costs as conpared to the other states. In 2002,
Al aska was ranked nunber 15 on the list, and in 2004, Al aska was
ranked nunber 2, only behind California. Wrkers' conpensation
is very expensive and costly, she comented. Furthernore,
markets are expensive in Al aska, adjustnents are difficult in
the Bush, and certain types of industries have difficulty
finding insurance providers.

4:26:34 PM

M5. HALL pointed out that committee packets should include a
| etter regarding bid rigging and inappropriate steerage of
busi ness, which has becone a national problem This issue has
generated a huge anount of concern with regul ators.

4:28:20 PM
M5. HALL noted that solvency is also very inportant, as the

division has to make sure that insurance conpanies doing
busi ness in Alaska can pay any clains against them She inforned
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the commttee that nodernization and streamlining insurance is
also on the division's agenda. She expressed hope there will be
a new bill that rmakes it easier for insurance conpanies to enter
the state. She made it very clear that noving an insurance
business into this state is going to be streamined. Electronic
i censing and back grounding are to be the standard for agents.
Health insurance is also an issue, she affirmed. O all the
peopl e covered in Alaska, 40 percent are affected by the agency.
By extension then, it can shown that |egislation concerned with
heal th i nsurance would i npact only this small percentage.

M5. HALL concluded with a discussion on title insurance, which
is also being worked on by the division. The division has also
worked wth auto dealers regarding how they insure their
vehicles, chiefly with guaranteed auto protection.

REPRESENTATI VE ROKEBERG asked if the assessnent fees for the
conpani es were aut hori zed.

M5. HALL replied yes, and added that the fee was kept at 4
per cent .

4:35:34 PM

REPRESENTATI VE ROKEBERG asked what dollar anmpunt is derived from
the 2 percent.

M5. HALL answered that it generates about $4.5 million a year.

CHAI R ANDERSON next turned attention to the Al aska Conprehensive
Heal t h I nsurance Associ ation (ACH A).

M5. HALL explained that the ACH A program is an insurance
program for people who are high risk and unable to obtain
i nsurance any other way. This is the market of last resort. The
ACHIA program provides private insurance for high risk
individuals and the cost of the program is assessed back to
i nsurers.

REPRESENTATI VE ROKEBERG asked if M. Hall neant that ACH A is
funded out of the premuns of the 40 percent of individual small
group policies.

M5. HALL affirnmed that the conpanies that wite the individua
and small group policies are responsible for the cost.
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REPRESENTATI VE GUTTENBERG asked whet her the cash flow problemis
short termor long term

M5. HALL clarified that it's not a cash flow problem She opined
that this programis a burden on the conpanies that are paying
nore in increasing percentages.

REPRESENTATI VE LEDOUX recalled that a couple of years ago
several coastal communities were inpacted when one of the
maritime insurance conpanies went "belly-up." She asked whet her
the division regulates maritime insurance.

M5. HALL answered that the division does cover sone types of
maritime insurance. She explained that the type that is not
regulated is referred to as a non-adm tted conpany, which is not
covered by the guaranty funds. Although the division required
that there be disclosure, what Representative LeDoux recalled
could still happen.

REPRESENTATI VE LEDOUX asked whether people can buy self-
procurenent insurance.

MS5. HALL estimated that this is generally not the case.
REPRESENTATI VE LEDOUX then asked whether or not sonmeone could
buy a workers' conpensation policy, which is required by statute

under sel f-procurenent.

M5. HALL answered that workers' conpensation has to be placed
with an admtted insurer.

4:41: 30 PM

OVERVI EW DI VI SI ON OF OCCUPATI ONAL LI CENSI NG

RICK URION, Director, Dvision of CQCccupational Li censi ng,
Departnent of Comrerce, Community and Econom cal Devel opnent,
informed the commttee that his division is responsible for the
licensing of 19,700 new busi nesses. The cost of the |icense has
i ncreased since 2003, but this has not affected the rate at
whi ch they have been issued. He pointed out that the state has
over 70,000 business licenses, 45,000 professional |icenses, and
35, 000 corporations.

MR URION turned to the cost of a business |icense, which has

increased from the $50 fee that has been in place since 1949 to
$200. He then informed everyone that 22 percent of the licensed
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public took advantage of the new one-year renewal. He reported
next that the business license and the renewal of professional
licenses is also online. However, the initial professional
| i censi ng cannot be online for obvious reasons, since there has
to be a review of qualifications.

MR. URION announced that HB 70 and SB 52 will replace |anguage
referring to the departnent with nore generic |anguage. He said
that he will continue to ask for the passage of the "Fee and
Fine bill,” which allows both the fees and the fines collected
to go to the cost of regulating the professions.

4:48: 02 PM
CHAI R ANDERSON informed M. Uion that Josh Appl ebee, Staff for
Representative Anderson, has discussed the notion of one bill

dealing with all entities that sunset.

MR URION noted that the Dy vision of Legislative Audit has
performed an audit on the sunset process and offered
recommendat i ons.

REPRESENTATI VE ROKEBERG asked if there any hone inspector bills.
MR. URION replied no.

ADJ QURNVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
4:50 p. m
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