ALASKA STATE LEG SLATURE
SENATE LABOR AND COVMERCE STANDI NG COW TTEE
March 27, 2008
1:38 p.m

VEMBERS PRESENT

Senator Johnny Ellis, Chair
Senator Bettye Davis
Senat or Con Bunde

VEMBERS ABSENT

Senator Gary Stevens, Vice Chair
Senat or Lyman Hof f man

COWM TTEE CALENDAR

SENATE BILL NO 113
"An Act relating to break tines for enployees who nurse a
child."

HEARD AND HELD

SENATE BILL NO 118
"An Act establishing a fee for disposable plastic bags
distributed by retail sellers of goods or services to consuners
to carry away or protect goods; and establishing the Al aska
l[itter and marine debris reduction and recycling fund."

SCHEDULED BUT NOT HEARD

SENATE BI LL NO 305
“"An Act relating to recorking, sealing, or packaging of wne
served with a neal and renoval of recorked, sealed, or packaged
wi ne fromlicensed prem ses."

MOVED SB 305 OUT OF COW TTEE

CS FOR HOUSE BI LL NO. 289(FSH)
"An Act exenpting enployers from paying unenploynent tax for
tenporary services provided by fishing vessel crewnenbers and
related to enmergency oil spill training and response activities;
and providing for an effective date.”

MOVED CSHB 289( FSH) OUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 18

Requesting the President of the United States to direct the
United States Consumer Product Safety Conmission to test the
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materials used in children's toys and other children's products
for toxicity and to make the results publicly avail abl e.
MOVED SJR 18 OUT OF COW TTEE

SENATE BILL NO 286
"An Act relating to creation and regul ation of pharmacy benefits
managers, and authorizing the board of pharnmacy to cooperate
with the division of insurance in regulating pharmacy benefits
managers. "

HEARD AND HELD

CS FOR HOUSE BI LL NO. 357(L&C)

"An Act requiring errors and om ssions insurance for real estate
licensees; renaming the real estate surety fund as the real
estate recovery fund and relating to that fund, and redefining
the procedures and criteria used by the Real Estate Conmm ssion
to nake an award from the fund to a person suffering a |oss
caused by certain msconduct of real estate |icensees; requiring
a real estate licensee to maintain an office in the state; and
providing for an effective date."

HEARD AND HELD

HOUSE BI LL NO. 413
"An Act extending the termnation date for the Real Estate
Conmi ssion; and providing for an effective date."

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
BILL: SB 113

SHORT TITLE: NURSI NG MOTHERS | N WORKPLACE
SPONSOR(s): SENATOR(s) ELLIS

03/ 12/ 07 (S) READ THE FIRST TIME - REFERRALS
03/ 12/ 07 (S) L&C, HES

02/ 28/ 08 (S) L&C AT 1:30 PM BELTZ 211

02/ 28/ 08 (S) Heard & Hel d

02/ 28/ 08 (S) M NUTE( L&C)

03/ 27/ 08 (S) L&C AT 1:30 PM BELTZ 211

BILL: SB 305

SHORT TI TLE: RECORKI NG W NE SERVED WTH A MEAL
SPONSCR(s) : LABOR & COMMVERCE

03/ 21/ 08 (S) READ THE FIRST TIME - REFERRALS
03/ 21/ 08 (S) L&C
03/ 25/ 08 (S) L&C AT 1:30 PM BELTZ 211
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03/ 25/ 08 (S Schedul ed But Not Heard

Bl LL: HB 289
SHORT TITLE: EMPLOYMENT TAX EXEMPTI ON: SPILL RESPONSE
SPONSOR('s): REPRESENTATI VE(s) HARRI S, SEATON

01/ 04/ 08 (H) PREFI LE RELEASED 1/ 4/ 08

01/ 15/ 08 (H) READ THE FIRST TIME - REFERRALS

01/ 15/ 08 (H) FSH, L&C

01/ 23/ 08 (H) FSH AT 8:30 AM BARNES 124

01/ 23/ 08 (H) Heard & Hel d

01/ 23/ 08 (H) M NUTE( FSH)

01/ 28/ 08 (H) FSH AT 8:30 AM BARNES 124

01/ 28/ 08 (H) Moved CSHB 289(FSH) Qut of Committee
01/ 28/ 08 (H) M NUTE( FSH)

01/ 30/ 08 (H) FSH RPT CS(FSH) NT 4DP

01/ 30/ 08 (H) DP: HOLMES, EDGVON, JOHANSEN, SEATON
02/ 13/ 08 (H) L&C AT 3: 00 PM CAPI TOL 17

02/ 13/ 08 (H) Moved CSHB 289(FSH) Qut of Committee
02/ 13/ 08 (H) M NUTE( L&C)

02/ 15/ 08 (H) L&C RPT CS(FSH) NT 4DP 2NR

02/ 15/ 08 (H) DP: GARDNER, LEDOUX, BUCH, GATTO

02/ 15/ 08 (H) NR. NEUMAN, OLSON

03/ 13/ 08 (H) TRANSM TTED TO (S)

03/ 13/ 08 (H) VERS| ON:  CSHB 289( FSH)

03/ 14/ 08 (S) READ THE FIRST TIME - REFERRALS

03/ 14/ 08 (S) L&C, FIN

03/ 25/ 08 (S) L&C AT 1:30 PM BELTZ 211

03/ 25/ 08 (S) Heard & Hel d

03/ 25/ 08 (S) M NUTE( L&C)

BILL: SJR 18

SHORT TI TLE: CHI LD PRODUCT SAFETY
SPONSOR(s): SENATOR(s) W ELECHOWSKI

02/ 19/ 08 (S) READ THE FI RST TIME - REFERRALS

02/ 19/ 08 (S) HES, L&C

03/ 14/ 08 (S) HES AT 1:30 PM BUTROVI CH 205

03/ 14/ 08 (S) Heard & Hel d

03/ 14/ 08 (S) M NUTE( HES)

03/ 19/ 08 (S) HES AT 1:45 PM BUTROVI CH 205

03/ 19/ 08 (S) Moved SJR 18 Qut of Conmittee

03/ 19/ 08 (S) M NUTE( HES)

03/ 21/ 08 (S) HES RPT 5DP

03/ 21/ 08 (S) DP. DAVIS, ELTON, THOWAS, COWDERY,
DYSON

03/ 25/ 08 (S) L&C AT 1:30 PM BELTZ 211
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03/ 25/ 08 (S) Heard & Hel d
03/ 25/ 08 (S) M NUTE( L&C)

BILL: SB 286
SHORT TI TLE: PHARMACY BENEFI TS MANAGERS
SPONSOR(s): SENATOR(s) ELTON

02/ 19/ 08 (S) READ THE FIRST TIME - REFERRALS
02/ 19/ 08 (S) L&C, FIN

03/ 27/ 08 (S) L&C AT 1:30 PM BELTZ 211

BILL: HB 357

SHORT TITLE: CLAI M5 AGAI NST REAL ESTATE LI CENSEES
SPONSOR(s): LABOR & COMMERCE BY REQUEST

02/ 06/ 08 (H READ THE FI RST Tl ME - REFERRALS

02/ 06/ 08 (H) L&C, FIN

02/ 11/ 08 (H) L&C AT 3: 00 PM CAPI TCL 17

02/ 11/ 08 (H) Heard & Hel d

02/ 11/ 08 (H) M NUTE( L&C)

02/ 22/ 08 (H) L&C AT 3: 00 PM CAPI TCL 17

02/ 22/ 08 (H) -- MEETI NG CANCELED - -

03/ 03/ 08 (H) L&C AT 3: 00 PM CAPI TCL 17

03/ 03/ 08 (H) Moved CSHB 357(L&C) Qut of Committee

03/ 03/ 08 (H) M NUTE( L&C)

03/ 04/ 08 (H) L&C RPT CS(L&C) 3DP 2NR 2AM

03/ 04/ 08 (H) DP: GATTO RAMRAS, OLSON

03/ 04/ 08 (H) NR: BUCH, NEUMAN

03/ 04/ 08 (H) AM GARDNER, LEDOUX

03/ 11/ 08 (H FIN AT 1:30 PM HOUSE FI NANCE 519

03/ 11/ 08 (H) Schedul ed But Not Heard

03/ 12/ 08 (H) FIN RPT CS(L&C) 5DP 3NR

03/ 12/ 08 (H DP. HAWKER, CRAWORD, THOVAS, MEYER,
CHENAULT

03/ 12/ 08 (H) NR: NELSON, KELLY, STOLTZE

03/ 12/ 08 (H FIN AT 8:30 AM HOUSE FI NANCE 519

03/ 12/ 08 (H Schedul ed But Not Heard

03/ 12/ 08 (H) FIN AT 1: 30 PM HOUSE FI NANCE 519

03/ 12/ 08 (H) Moved Qut of Conmttee

03/ 12/ 08 (H) M NUTE( FI N)

03/ 26/ 08 (H) TRANSM TTED TO (S)

03/ 26/ 08 (H) VERSI ON: CSHB 357( L&C)

03/ 27/ 08 (S) L&C AT 1:30 PM BELTZ 211

BILL: HB 413
SHORT TI TLE: EXTENDI NG THE REAL ESTATE COWM SSI ON
SPONSOR(s): LABOR & COMMVERCE
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02/ 20/ 08 (H READ THE FI RST TI ME - REFERRALS

02/ 20/ 08 (H L&C, FIN

02/ 25/ 08 (H L&C AT 3: 00 PM CAPI TOL 17

02/ 25/ 08 (H Moved Qut of Conmittee

02/ 25/ 08 (H M NUTE( L&C)

02/ 27/ 08 (H L&C RPT 5DP

02/ 27/ 08 (H DP: GARDNER, BUCH, NEUMAN, LEDQOUX
OLSON

03/ 03/ 08 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

03/ 03/ 08 (H Moved Qut of Conmittee

03/ 03/ 08 (H M NUTE( FI N)

03/ 04/ 08 (H FIN RPT 3DP 6NR

03/ 04/ 08 (H DP: CRAWFORD, NELSON, MEYER

03/ 04/ 08 (H NR  HAWKER, STOLTZE, JOULE, THOVAS,
KELLY, CHENAULT

03/ 10/ 08 (H TRANSM TTED TO (S)

03/ 10/ 08 (H VERSI ON: HB 413

03/ 12/ 08 (S READ THE FI RST Tl ME - REFERRALS

03/ 12/ 08 (S) L&C, FIN

03/ 27/ 08 (S) L&C AT 1:30 PM BELTZ 211

W TNESS REG STER

PATRI CK CUNNI NGHAM

Staff to Senator Ellis

Al aska State Capitol

Juneau, AK 99801-1182

PCSI TI ON STATEMENT: Conmented on CSSB 113(L&C) for the sponsor.

REPRESENTATI VE PAUL SEATON

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of HB 289.

DANA OVEN

Staff to the Senate Labor and Comrerce Conmm ttee
Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Comment ed on SB 305.

KATHERI NE PUSTAY

Staff to Senator W el echowski

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Sponsor of SJR 18.
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BARRY CHRI STI ANSON, Co-chair
Legislative Cormmittee

Al aska Pharmacy Associ ation

Ket chi kan, AK

PCOSI TI ON STATEMENT: Supported SB 286.

REG NA BENJAM N, Seni or Director

Public Policy

Nat i onal Communi ty Pharmaci sts Associ ati on
Al exandria, VA

PCOSI TI ON STATEMENT: Supported SB 286.

ELEANOR WOLFE

Staff for Representative Kurt O son

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Conmented on HB 357 and HB 413 for the
sponsor.

DAVE FEEKI N

Al aska Associ ation of Realtors

Kenai, AK

PCSI TI ON STATEMENT: Supported HB 357.

PAT DAVI DSON, Auditor

Di vision of Legislative Audit

Al aska State Capitol

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Supported HB 413.

ACTI ON NARRATI VE
CHAI R JOHNNY ELLIS called the Senate Labor and Comrerce Standing

Commttee neeting to order at 1:38:52 PM Present at the call to
order were Senators Bunde, Davis, Ellis.

1:41: 00 PM at ease 1:41:29 PM

SB 113- NURSI NG MOTHERS | N WORKPLACE

1:41.29 PM
CHAIR ELLIS announced SB 113 to be up for consideration. He
noted a proposed CS.

PATRI CK CUNNI NGHAM staff to Senator Ellis, sponsor of SB 113,

expl ai ned CSSB 113(L&C) 25-LS0435\E, and that changes were nmade
to better clarify the intent of the bill in response to question
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raised in the first hearing. One was on page 1, line 10, (b)
that says an enployer shall provide a private and sanitary room
or other location in close proximty to the work area. The word
“secure” was deleted to provide nore flexibility to the enployer
to provide the room wi thout enduring any additional cost. A new
section was added on line 13 (c) that states nothing in this
section requires an enployer to allow a child in the work place
at times other than break tinmes. This addresses Senator
Stevens’s concern that enployers mght be required to provide
day care services.

MR.  CUNNI NGHAM went on to say that section (e) was deleted
because the |anguage “undue hardship” was no |onger necessary.
The overriding enphasis is to provide reasonable accommodation
to the nursing nother.

SENATOR BUNDE asked how “reasonable” wuld be defined in
relation to "undue hardship".

MR. CUNNI NGHAM answer ed that coul d be addressed in regul ation.
CHAIR ELLIS set SB 113 aside for further work.

CSHB 289( FSH) - EMPLOYMENT TAX EXEMPTI ON:  SPI LL RESPONSE

1:46:39 PM
CHAI R ELLI S announced CSHB 289(FSH) to be up for consideration.

REPRESENTATI VE SEATON, sponsor of HB 289, said this neasure
deals wth exenpts fishing vessel owners and crew who
participate from having to pay unenpl oynent taxes while they are
performng oil spill response duties.

1:47:40 PM

SENATOR BUNDE noved to report CSHB 289(FSH) from commttee with
i ndi vi dual recommendati ons and attached fiscal notes. There were
no objections and it was so ordered.

SB 305- RECORKI NG W NE SERVED W TH A MEAL

1:48:. 25 PM
CHAIR ELLI S announced SB 305 to be up for consideration.

DANA OVEN, staff to the Senate Labor and Commerce Conmitt ee,
explained SB 305 allows patrons at a restaurant who order a
bottle of wine to take that bottle with them as they |eave if
they haven't finished it. The bill is supported by the industry
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with the idea that people will nore likely purchase a bottle of
wine rather than a glass. It is also supported by folks who
believe it will create a positive incentive for people to not
drink too nuch at the table because they order an expensive w ne
and mght feel conpelled to finish it. Thirty-four other states
have recorking | aws.

SENATOR BUNDE asked if industry is confortable with resealing.
MR. OWNEN answer ed yes.

SENATOR BUNDE asked if they had heard fromrestaurants and bars.
MR. OVEN replied that he has received verbal support fromthem

CHAIR ELLIS recapped this issue had been before the legislature
for sone tine.

1:51: 05 PM
SENATOR BUNDE noved to report SB 305 from commttee wth
i ndi vi dual reconmendati ons. There were no objections and it was
so ordered.

SJR 18- CH LD PRODUCT SAFETY

1:51: 56 PM

KATHERI NE PUSTAY, staff to Senator Wel echowski, sponsor of SJR
18, recapped that this neasure calls on the United States
Consuner Products Safety Commission or CSBC to test materials
used in children’s products and toys for hazardous chem cals
like lead. She said while the CSBC tests for choking and
aspiration issues, currently no governnent agency is tasked to
do this chemcal testing. Twenty-nine other states have passed
simlar resol utions.

1:53: 29 PM
SENATOR BUNDE noved to report SJR 18 from committee wth
i ndi vi dual reconmendati ons. There were no objections and it was
so order ed.

SB 286- PHARMACY BENEFI TS MANAGERS

1:54:38 PM
CHAI R ELLI S announced SB 286 to be up for consideration.

SENATOR ELTON, sponsor of SB 286, said he hoped to begin and
refine a dialogue. This bill is based on nodel |egislation that
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has been done el sewhere and they already know of a few alignnent
issues need to occur between this bill and the existing
structure.

He said pharnmacy benefit managers (PBM are groups of businesses
that people contract wth to manager pharmacy and prescription
drug insurance plans. These plan managers include the State of
Al aska, the federal governnment and union groups. He said that
PBMs are largely unregulated. The purpose of this bill is to
provi de transparency into their business nodel.

SENATOR ELTON related t hat PBMs negotiate with drug
manuf acturers and pharmacies on behalf of health insurance
pl ans, but t hose negoti ati ons and arrangenent s aren’t
transparent. The danger is that PBMs receive financia

remuneration from drug manufacturers and because those
transactions aren’t transparent, they don’t pass any information
to t he cont ract or - i nformation like al | ocati on and
recommendati ons on what drugs should be used. It doesn't allow
the contractor, the state for instance, to know what Kkind of
other profits the PBM is getting based on the contract it has
with the state.

He said another major concern is how PBMs might increase their
profit margins. For instance, in many cases PBMs al so have nail
order drug stores and it's to their benefit to try and shift
business from a pharmacy that may be |ocated down the street
that has a relationship wth both the doctor and the person who
is getting the drugs to the mail order firns.

1:58: 36 PM

SENATOR ELTON said the bill allows the Board of Pharmacy to
regulate the terns of an agreenent and lets the Division of
| nsurance access the PBMs books and records that are pertinent
to the contract they have with the person providing the drug
benefit. This gets back to the issue of alignment, and he didn’t
know if what worked in other states would work in Al aska. They
need to discuss whether or not they want the Board of Pharnacy
to get into this kind of business; it mght be nore appropriate
for the Division of Insurance to fill this role.

1:59: 25 PM

He said 20 other states’ attorney generals have sued PBMs to try
and get the information; eight states plus the District of
Col unbi a have adopted a simlar transparency bill. He clarified
that when he is talking about transparency, he is not talking
about the state or any other contractor posting this
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information. He 1is talking about transparency between the
contractor and the PMB itself. This information is proprietary
and is not shared with the public.

SENATOR ELTON said another inportant provision does not allow
“extrapol ation audits” by PBMs. He explained that PBMs or their
agents can now go to a local pharmacy and audit its books, and
if they find an error, even a keystroke error - and that may be
a $25 error one way or the other — an extrapolation audit allows
the PBM to charge for the prescription of the one drug. If the
pharmacy has done 150 or 1,500 other prescriptions for this
drug, the extrapolation audit allows the PBM to charge the
pharmacy for an error on each transactions a single $25 or $50
error can cost a pharmacy $75,000 to $80,000. So this bil
doesn't allow extrapolated audits; but it doesn't disallow
audi ts.

2:03: 00 PM
SENATOR BUNDE asked if this bill in any way prohibited online
pur chases.

SENATOR ELTON replied nothing in this bill prohibits people from
shopping on line. He tried to convey that sone PBMs have a
business inperative to try and to create a situation in which
they nmake it easier for people to buy their drugs through their
subsidiary online, and because of that they mght not have a
busi ness incentive to try to keep their |ocal pharmacy going. He
meant to suggest that there is no way the contractor could know
somet hi ng has happened wi thout being able to pull back the vei

t hat PBMs now have.

2:05: 33 PM

BARRY CHRI STI ANSON, Co-chair, Legislative Commttee, Al aska
Pharmacy Association, said he is a practicing community
pharmaci st in Ketchikan and supported SB 286. It wll help
insure that Al aska patients, enployers and pharmacists are being
fairly treated by an industry that manages the processing of
prescription drug benefits. The PBM industry started out sinply
acting as a conduit for clains processing between pharnmaci es and
i nsurance conpanies. However, this sinple nodel has ball ooned
into a nyriad of other services that has nmade this industry a
very profitable mddle man in nmanaged health care. The
Associ ation believes this profitability has cone at the expense
of patient care and has not |owered overall drug costs. It has
been estimated that it takes 25-30 percent of pharmacy staff
time every day to try to navigate the maze of “pharnmacy benefit
manager audits.” This time is usually spent on the phone talking
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to a clains representative in another state or country. Yet for
all of their efforts, their nenbers every day bear the brunt of
publ i c conment about higher drug costs.

They believe the transparency called for in SB 286 wll help
insure the manufacturer rebates negotiated by the PBMs will flow
back to the plans’ sponsor or enployer. They also believe that
the authorized substitution sections of the bill wll help
ensure that patients know they are receiving the nobst cost
effective nedication as approved by their prescriber. Far too
often they see instances of drug substitutions being nmade by
PBM owned nmil order pharnacies. Wile these substitutions are
| egal, they are not comrunicated to the patient. This can result
in the patient continuing to take the original prescribed
nedi cation along with a substitute nedication sinply because
they sound or |ook alike. An exanple is blood pressure drugs

called Rampril and Lisinopril. Lastly, he said SB 286 does not
pad the pockets of Alaska pharmacies, but it sets up pricing
gui delines based on national standards and tinme limts for

pharmacy audits and paynents.

2:09: 00 PM
MR. CHRI STIANSON said nost Alaska pharmacists don't believe
| egislation is needed for every health care ill; since they are

a heavily regulated profession. However, now is the tine to
consider regulating the PBM industry because it has had too many
i nstances of unfair business practices.

2: 09: 37 PM

REG NA BENJAM N, Senior Director, Public Policy, Nat i onal
Communi ty Pharmaci sts Association, Al exandria, VA said sone of
her menbers are in Alaska and they support SB 286. She said her
concern is that PBMs are the only entities that are involved in
a variety of functions that inpact the delivery and the cost of
prescription drug benefits to the consuner, but they are largely
unr egul at ed.

She said the nobst stringent regulation to date was found in a
| aw passed in Maine. The PBMs were successful in tying that |aw
up in court for several years, but it succeeded at every |evel
of court action. Pharmacy Care Managenent Association (PCVA) is
the trade association for the PBMs that challenged the Iaw. The
law finally becane effective in June 2006. Now PCMA is also
suing District of Colunbia for a simlar |aw

M5. BENJAM N stated that now they have regulation by litigation
and settlement. There have been two |arge settlenments, one by 22
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states attorneys general against Medco in 2004 and | ast nonth by
PBS Caremark with 28 states and the District of Colunbia. These
settlements with consent orders involved substitutions and |ack
of transparency which this bill tries to regulate in Al aska.

She said that 15 states over the last 3 or 4 years have passed
sonme kind of legislation that has sone mninmal oversight of PBMs
and states continue to look at the industry and debate whether
it should be regulated. Sonme of the supporters of |egislation
are the National Legislative Association on Prescription Drug
Prices, a group of bi-partisan legislators, Consunmers Union,
AARP, National Mental Health Association and in sone cases the
Medi cal Societies. She said this industry has a large inpact on
the cost of health care in this country, and with transparency
enpl oyers will save noney because they will realize nail order
is not as cheap as they think it is based on the |limted
information they are given.

2:14: 05 PM

M5. BENJAM N said SB 286 provides consuner protection especially
in the area of substitution, which is a mjor problem She
expl ai ned the reason PBMs substitute nedication is because they
get a higher rebate on one drug than they do on another and they
don’t consider the nedical ram fications for the person taking
t he drug.

CHAIR ELLIS thanked her for her testinmony and closed the public
hearing saying he would hold the bill for further work.

CSHB 357(L&C) - CLAI M5 AGAI NST REAL ESTATE LI CENSEES

2:15:51 PM

ELEANOR WOLFE, staff for Representative Kurt O son, sponsor of
HB 357, said the sponsor introduced this bill on behalf of the
Al aska Association of Realtors that felt it was necessary due to
difficulties with the Surety Fund to provide that all real
estate agents have errors and omssions (E&) insurance. She
explained that nost Jlarge brokerages already provide E&O

i nsurance, but about 40 percent of the agents in Alaska don't.
This nmeasure would have the departnent seeking a group policy
with a mnimm $100, 000 coverage that all nmenbers could bel ong
to at a reasonable rate. This would all ow nost of the conplaints
that go to the surety fund to be handled through insurance
rather than have all of the conplaints go through the surety
fund that has a naxi mum of $15,000. A good nunber of conplaints
agai nst real estate transactions exceed that.
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M5. WOLFE stated that the surety fund would be renaned the
recovery fund and it would cover actions of deceit and breach of
trust. She said one insurance conpany handles the existing 13
states that have this provision and it is willing to nake an
offer once the paraneters are laid out by the departnent. She
bel i eves agents could be covered for |ess than $200 year.

CHAIR ELLIS asked if she has had assurance that an insurance
entity is out there that will wite insurance in Al aska.

M5. WOLFE replied yes.

2:17: 38 PM

DAVE FEEKI N, Al aska Associ ation of Realtors, Kenai, said that HB
357 is a joint effort by the Al aska Association of Realtors, the
D vision of OGOccupational Licensing, the D vision of Insurance
and the Department of Law. It acconplishes two things. The
surety fund expands the cl aimcoverage by inposing nandatory E&O
i nsur ance.

MR. FEEKI N explained that the surety fund was started in 1974
and covers reinbursenent for fraud, msrepresentation, deceit
and conversion of trust. By statute the fund bal ance has to be
$250, 000- $500, 000. That nmoney cones from the licensees at the
amount of $30 per license period, every two years. A few years
ago the fund balance was at or above the $500,000, but nore
recently it has been bouncing around below the $250,000 nmark.
Two reasons the funds balance is dropping is because there are a
hi gh nunmber of frivolous clains brought against |icenses that
cost the fund to hold the hearings even though they are
nmeritless. The second is a reduction in the nunber of |icensees,
and that nmoves with the market. He said the nunber of |icensees
doubl ed from 2000-2005 and the nunber of transactions peaked at
2006 in Alaska and 2005 in the Lower 48. The U. S. as a whole has
seen a 33 percent drop in real estate transactions, but Al aska
has had a drop of 11 percent from 2006 to 2007; this year it
conti nues the sane decline.

MR. FEEKIN said it’s inportant to understand how small this
problem really is in light of the size of the market. In 2006

15 clains were filed against the surety fund and none of them
were successful in obtaining a claim 1In 2007, 13 clains were
filed with two getting paid. M.S statistics for Southcentra

Al aska plus Kodiak indicated an average of 9,119 real estate
transactions per year for each of those tw years, a lot of
successful transactions. The value of those transactions was $2
billion per year. Inposing mandatory E&O insurance is supported
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overwhel m ngly by the industry, because it is a very affordable
cost at $200 or less. Col or ado, | daho, | owa, Kent ucky,
Loui siana, M ssissippi, Nebraska, New Mexico, North Dakota,
Rhode Island, South Dakota, Tennessee and Wom ng are the states
involved. Rice and Associates considers Alaska to be very
simlar to Womng as far as the nunber of |icensees. It is
considered less of a risk because we don’t have the very high
second hone values that Wom ng has. He knew of no opposition

The state has never purchased a group policy for |icensees
before so the nechani sm had to be worked out.

CHAIR ELLIS thanked him for his comments and said HB 357 would
be hel d.

HB 413- EXTENDI NG THE REAL ESTATE COWM SS| ON

2:24.10 PM
CHAIR ELLI S announced HB 413 to be up for consideration.

ELEANOR WOLFE, staff to Representative Kurt O son, sponsor of HB
413, explained this was requested by the Departnent of Conmerce,
Community & Economic Developnent and Legislative Budget and
Audit Commttee. No one had introduced a bill to extend the Real
Estate Commi ssion and the Legislative Auditor advised to extend
it to 2016.

2:25:11 PM

PAT DAVIDSON, Division O Legislative Audit, said her review
indicated that the comm ssion was operating in a satisfactory
manner and she recommended a 2016 term nation date. She also
recommended to the Ofice of the Governor that they verify the
qualifications of board nenbers before presenting them to the
| egislature for confirmation. One of the recent appointnents to
the board did not have the necessary years of professional
experi ence.

CHAIR ELLIS asked if that recomendation was well received
advi ce.

M5. DAVIDSON replied the Governor’s Ofice concurred with the
recommendation and said they would inprove their procedures to
ensure that professional requirenments were net for any of their
nom nees.

CHAIR ELLIS thanked her for her help and closed the public
hearing saying the bill would be held. There being no further
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business to cone before the conmttee, he adjourned the neeting
at 2:27:36 PM
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