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CHAIR KURT OLSON called the House Labor and Commerce Standing

Commttee neeting to order at 3:18 p.m Represent ati ves
Chenaul t, Buch, Holnes, and O son were present at the call to
order. Representatives Coghill and Lynn arrived as the neeting

was i n progress.
The commttee took an at-ease from3:18 p.m to 3:20 p. m

HB 29- ALASKA M NI MUM WAGE
3:20: 34 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 29, "An Act increasing the mninmm wage; and
providing for an effective date."

CHAIR OLSON announced that public testinony was previously
cl osed for HB 29.

3:20: 49 PM

JENNI FER SENETTE, Staff, Representative Kurt O son, Al aska State
Legislature offered to answer any questions that comittee
nmenbers may have.

3:21: 00 PM

REPRESENTATI VE HOLMES recalled the federal and state m ninmm
wages. She inquired as to whether both mninmm wages would
apply to all enployers in Al aska. She also asked if enployers
are required to pay the higher of the two rates or if certain
enpl oyers within the state were exenpted.

M5. SENETTE responded that higher of the two m ni num wages woul d
apply. She pointed out that sone states have a higher m nimm
wage than the federal level. [In those instances, if an enpl oyee
is covered by both, the person is entitled to the higher of the
two m ni mum wages. She stated that even w thout passage of HB
29, in July the enployee would be entitled to the federal
m ni mum wage. The federal mninmm wage |law, the Fair Labor
Standards Act (FLSA), applies to enployees of enterprises that
have an annual gross volune and sales of higher over $500, 000
and to smaller firms involved in interstate comrerce. However ,
there are exceptions to the federal mninum wage |aw, such as
broad exceptions for farnmers or fishernen, which are simlar to
Al aska’s exceptions, but include narrow exceptions for people
who work at home such as weath mnakers. She related that the
Department of Labor & W rkforce Developnment (DLWD) i ndicated
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some confusion currently exists with the US. Departnent of
Labor (USDOL) since the departnment is in flux. Thus, it 1is
difficult to tell which exenptions at the federal Ilevel and
state level wll apply. She further related she will nonitor
the federal policies that apply.

3:24: 03 PM

REPRESENTATI VE HOLMES said, “It’s pretty safe to say that would
be a pretty small wuniverse and the vast majority of people
working in the state would be covered under, would basically ...
be whi chever one is higher.”

M5. SENETTE agreed. She explained that the federal exenptions
were not reflected in Alaska’s mninmm wage would probably
affect smaller nunbers. She recalled the weath makers who have
an exenpti on.

3:24:53 PM
The commttee took an at-ease from3:24 p.m to 3:26 p. m
3:26:30 PM

REPRESENTATI VE HOLMES nade a notion to adopt Anendnent 1
| abel ed 26-LS0177\ A. 3, Wayne, 2/27/09, which read:

Page 1, line 14:
Delete "July 1, 2009"
I nsert "January 1, 2010"

CHAI R OLSON obj ected for purposes of discussion.
3:26:52 PM

M5. SENETTE related that throughout this process the bill’s
sponsor has heard from people throughout the state. Thi s
anendnent addresses the concerns expressed by businesses. She
stated that Amendnment 1 will help businesses by allowng them
adequate tine to budget for the increase to the mninmum wage

and by delaying the date to January 1, 2010, wll also prevent
busi ness owners from having to start the sumer season with one
wage and then increase enployee’s wages on July 1, 2009.

3:27:55 PM

CHAI R OLSON renoved his objection.
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There being no further objection, Amendnent 1 was adopt ed.
3:28:17 PM

REPRESENTATI VE COGHI LL stated he did not wish to hold up the
bill. He said that he agrees with the phasing in of the bil
due to the timng of federal law and the summer industries in
Al aska. He opined while he does not agree with mninum wages
if an increase is favored that instead of increasing the m ninum
wage by $.50 cents, the m nimum wage could be increased by $.25,
especially given the downturn of the econony. He mai ntai ned
that he will not try to hold up HB 29.

CHAIR OLSON offered that he has not received any calls from
anyone who |ikes HB 29. He indicated that people have thought
the proposed increase in the m ninmum wage was either not enough

or too rmuch. He rem nded the comrittee that Alaska has a |ong
hi story of placing its mninmum wage $.50 higher than the federal
m ni mum wage. He offered his belief that he has nade
concessions wth respect to inflation proofing and other
provi sions previously considered. He opined that he is not
happy with the bill either, but the increase in nmninmm wage is

r easonabl e.
3:30:17 PM
REPRESENTATI VE COGHI LL noved to report HB 29, Version 26-
LS0177\ A, as anended out of conmittee w th i ndi vi dual

recommendati ons and t he acconpanying fiscal note.

There being no objection, the CSHB 29(L&C) was reported fromthe
House Labor and Commerce Standing Comm ttee.

3:30: 53 PM
The committee took an at-ease from3:30 p.m to 3:32 p.m

HB 175-1 NSURANCE

3:32:48 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BILL NO 175, "An Act relating to insurance, including
treating as confidential certain information submtted to the
director of insurance by the National Association of Insurance
Comm ssioners; clarifying conditions for the release of insurer
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deposits; defining travel insurance that nay be sold under a
travel insurance |imted producer license; establishing criteria
for licensing of nonresident independent adjusters as resident
adj usters; exenpting rewards under a wellness program from
treatment as insurance discrimnation or rebating; making
certain insurance required of the Conprehensive Health Insurance
Associ ation perm ssive rather than mandatory; providing for the
adm nistration of |oss reinbursenent policies and paynents to
guaranty associations during insolvency proceedings; rmaking
certain provisions relating to statenents on applications and
guar ant eed renewabi lity for i ndi vi dual heal th i nsurance
applicable to hospital and nedical service corporations; making
public certain fornms and rel ated docunents filed for approval by
a hospital or nedical service corporation after the filing
becones effective; relating to deposits of self-funded multiple
enpl oyer welfare arrangenents; repealing reasons that the
director of insurance may use to deny or revoke a |icense; and
providing for an effective date."

3:33: 09 PM

LI NDA HALL, Director, Division of Insurance, Anchorage Ofice
Department of Community & Econonic Devel opnent (DCCED), stated
that HB 175 nmkes various changes to streamine the insurance
laws since the Division of Insurance, DCCED strives for
efficient regulations. She referred to three general areas that

HB 175 addresses, beginning with solvency oversight. She opined
that the insurance industry is strong and stable right now
al though she expressed some concern in the life insurance
i ndustry. Some insurance conpanies and producers nake

statenents about guarantees that the State of Al aska provides
for life insurance and annuities. She enphasized that the state
does not guarantee |ife insurance or annuities. Next, she
stressed that the division's mssion is consuner protection.
She related that consuner protection is the mjor enphasis of
t he division. She noted that the division has four consuner
service personnel whose job is to interact between consuners and
i nsurance conpani es. She indicated the division has four fraud

investigators with a |law enforcenent background. Finally, the
Division of | nsurance | ooks at a healthy conpetitive
mar ket pl ace, pointing out that Alaska is a small market. Thus,

it is difficult to attract insurance conpanies. She offered her
belief that the best consuner protection is consuner choice of
i nsurance conpani es.
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M5. HALL, in response to Representative Buch, offered to discuss

fraud as part of her discussion. She offered her belief that
the Division of Insurance has a crimnal prosecutor and enforces
cases, stipulates agreenents, and negotiates agreenents.

However, she explained that conpliance is a goal and sone
education is required. She stressed that while a guaranty fund
is in the statute, it does not nmean the state guarantees paynent
of clainms through the guaranty fund. In further response to
Representative Buch, M. Hall related that any penalties and
fines collected are deposited in the general fund.

3:39:26 PM

M5. HALL referred to eight pages in HB 175 that relate to
i nsol vency. She nmentioned that provisions in HB 175 wll
streamine processes for the division and the insurance
i ndustry, will clarify provisions in the statutes, and will help
the division achieve conpliance with national standards. She

stated that Section 10 covers streanlining processes, which
allow the state to |icense nonresident adjusters whose state of
resi dence does not license adjusters. She pointed out that nost
nonresident licensing is dependent on hone state. Thus, if a
person who resides in Alaska is licensed as an insurance agent
or an insurance adjuster the person will be granted reciprocity
in another state based on the Alaska |icense. She noted sone
states do not |I|icense independent insurance adjusters. Thi s
provision would allow the state to license nonresidents to
adjust clainms in Al aska. She also nentioned that Al aska has a
shortage of adjusters and the division hopes to ensure that
sufficient nunbers of adjusters are avail abl e.

3:41:51 PM

M5. HALL, in response to Representative Holnes, agreed that the
change will allow the division to license the person as if
Al aska were his/her honme state. She explained Section 12
provides a sinplification in the insurance statutes. She
related that third party admnistrators are not |icensed but

must submt to a registration process. She opined this process
is less onerous for third party admnistrators, who are often
out of state and may enpl oy many people such as in a call center
i n Dubuque, |owa. This provision only requires registration of
the firm although the firmis still accountable for all of its
enpl oyees, she st at ed.

3:43:14 PM
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M5. HALL explained that Section 18 would allow the director to
accept another regulator’s evaluation of a nonresident with a

fel ony conviction. Under federal law, to participate in the
i nsurance business, a person nust have approval of the
regul at or. In instances in which the person has a felony
conviction for dishonesty or breach of trust, called a 1033
application, the division nust require the full application.
This wll allow the division to accept the regulator’s
evaluation from the person’s hone state. She also nentioned
that electronic resident licensing will be activated in Al aska

and begi nning tonorrow Al askans can apply online

3:44: 27 PM

M5. HALL referred to Sections 5 and 6, which she stated refer to
deposi ts. She explained changes to these provisions wll
differentiate between donestic insurers and those insurers
domciled in other states. She explained changes to these
provisions would allow flexibility for donestic insurers. She
pointed out that these sections relate to insurers undergoing
i nsol vency. Much of the liquidation and rehabilitation
provi sions have not changed since 1990, she offered. She
related a mpjor rewite of Chapter 78 would have resulted in a
200-page bill. She opined that several provisions in HB 175 are
critical and need to be addressed. She stated that these
provisions clarify deposits for insurers as well as define

“wor ki ng day” uniformy throughout the insurance statutes.

3:46: 39 PM

REPRESENTATI VE HCOLMES related her understanding that these
sections would give the Dvision of I nsurance greater
flexibility.

M5. HALL answered yes, since these sections of the bill refer to
del i nquency proceedings for donestic regulators. Thus, the
department can work with the domestic insurer on rehabilitation.
She remarked that nost of the cases eventually go to court. She

mentioned the division wants to ensure that the donestic
i nsurers have proper oversight but the division also would like

them to succeed, to pay clains. She enphasized that when an
insurer enters true liquidation, the conpany would rarely pay
“100 cents on the dollar.” Thus, these changes are good for
consuners.

M5. HALL referred to Section 8 and Section 9 of HB 175, which
relate to uniformty. She stated the conpliance officer in a
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firm makes certain that the firm conplies with all of the
state’s statutes as the responsible party. She referred to a
chart, not in nenbers’ packets. M. Hall applauded the D vision
of Insurance for reaching national conpliance. She opined that
very few states have reached full conpliance with the national
uni form standards, but Al aska has done so. She remnarked that
the division has a |icensed conpliance officer.

3:48: 49 PM

M5. HALL related that Section 9 updates the travel insurance
provi si ons.

M5. HALL referred to page 8 of HB 175, to Section 11, which
would allow the DO director to order summary suspension of an
agent’s license. She related that if protection of the public
requires energency action the finding is incorporated in an
order. The |icensee can request a hearing which nust be held
within 20 days and the decision nust be issued within 30 days.
She stated that this proceeding would not be under the Ofice of
Adm nistrative Hearings (OAH), Departnent of Admnistration
(DA . She explained the reason for this is the division had

two instances of fraud last fall. She related a scenario in
whi ch a consunmer conplained that he/she had purchased insurance
but did not receive the policy. She indicated that an

investigation revealed an agent had <collected $27,000 in
prem unms, spanning 72 victins of fraud. The crimnal prosecutor

has drawn wup crimnal <charges |listing 39 felony counts.
However, the person could still retain their |Iicense. She
mentioned that in this instance, the individual voluntarily
surrendered their |icense. She stressed the inportance of

anmendi ng the statutes to allow the division to revoke |icenses.
3:51:22 PM

M5. HALL, in response to Representative Buch, explained that the
di vision has the authority to revoke a license, but this section
allows the division to inmmediately revoke a |icense, and not
have the |icense stayed by the |icensee’s request for a hearing.

3:52:25 PM

REPRESENTATI VE HOLMES asked for the rationale for a separate
heari ng structure.

M5. HALL addressed the question, stating that the Division of
| nsurance has a fornmal hearing process in Title 21. She rel ated
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that she also serves as a hearing officer. She related that the
division has a specific process that supersedes the Ofice of
Adm ni strative Hearings (OAH) since the division holds specific
heari ngs. However, she renmarked that while sone appeals go to
the OHA, the remainder of the division's hearings are conducted
internally foll ow ng due process.

3:53: 20 PM

REPRESENTATI VE HOLMES enphasized her concern to ensure that
t hese changes will not violate due process rights.

M5. HALL assured Representative Holnmes that the | anguage
deserves discussion. She opined that the bill has had thorough
legal reviews by the Departnent of Law and |egislative |egal.
She pointed out the OHA has also “signed off” on the provisions.
She stated that the behavior is serious. She related a second
scenario in which an enployer reported an enployee had taken

prem um funds from the enployer’s safe on two occasions. She
related that the enployer brought the enployee to the D vision
of Insurance and the enployee surrendered his/her |icense. She
opined while the consumer can sue it is not likely that the
consuner will recover the paynent. She stated that one statute
states “paynent to the agent is paynent to the conpany.” She

advi sed that these matters are infrequent but inpact consuners.

3:56: 14 PM
REPRESENTATIVE BUCH inquired as to whether investigators are
actively pursuing investigations on behalf of Al aska’ s
consuners.

M5. HALL answered that with 40,000 licensed agents, and 2,000
i nsurance conpanies, it is not possible for investigator to
audit each licensee. She offered that the division has a
variety of nethods to ensure oversight and to neet the statutory
requi renents. She opined that the DO does not have resources
to audit every one of the licensees and frequently rely on
conpl ai nts.

M5. HALL, in response to Representative Buch stated that she was
not sure how to answer his question about the industry grow h.
She related that in 2003, the state had 14,000 agents and now

there are 40, 000. She pointed out that the state has
approxi mately the sane nunber of insurance conpanies, but only
4,000 are resident agents. She nentioned that the rest are
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nonresi dent so the primary regulator is el sewhere. She offered
her belief that the division is okay.

4:00:17 PM

REPRESENTATI VE BUCH inquired as to whether it is unusual to have
five times the growmh in the industry over a five-year period.

M5. HALL offered one explanation for the increase in |licensees
is a new requirenent that people who sell and solicit insurance
must be licensed. She related that individual enployees in cal
centers were not required to be licensed but now nust be
| i censed. She remarked that 40,000 people in Alaska are not
actively selling I nsur ance. I n further response to
Representative Buch, M. Hall offered another exanple of the
i nsurance industry grow h. She stated that if a person works
for an auto dealership and sells a protection policy plan, the
person must be |icensed. She stressed that the division s goa
is conpliance and strives to educate the public and insurers.

4:03:48 PM

CHAI R OLSON asked the anpbunt of premumtax that is generated in
one year.

M5. HALL related that the division has a premum tax auditor,
and based on the premium tax the estimate for 2009 is $50
mllion. She explained that a portion of the tax directly funds
wor kers’ conpensation. She highlighted that the figure does not
include fees which the Division of Insurance collects for
regulating entities, which she estinmated at $10 nmillion

Therefore, the total <collected would be approximtely $60
mllion for FY 09, she stated.

4:05:47 PM

CHAIR (OLSON pointed out that the division generates a
significant anmount of noney for the general fund.

M5. HALL offered that the agency is a receipts-based agency.
She opined that the division is generally in the top three or
four sources for generating noney to the general fund.

M5. HALL, in response to Representative Holnes, stated that the
di vision’s budget is approximately $6.9 mllion.

4:06:51 PM
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M5. HALL referred to Section 17, on page 10 of HB 175. She
related that the top conplaint the office receives is the cost
of health insurance, either the high cost of health insurance
cost or that the reinbursenent is not sufficient. She explained
this section requires a wellness program nust follow the federa

H PPA requirenents. She stated that the provision will allow a
health care provider to encourage wellness progranms to offer
rewards to encourage wellness prograns. The rationale is to

reduce health clains and the reward i s not considered a rebate.

M5. HALL, in response to Representative Hol nes explained that a
rebate is an inducenent to buy insurance, or is an unfair
di scrimnatory prem um She related the incentive would be for
participating in a wal king program and when 50 percent of the
enpl oyees participate, the enployer received credit on the
prem um

M5. HALL related that the changes to Section 24 establish the
eligibility for high risk pool which uses the sane eligibility
as the Permanent Fund Dividend programcriteria.

4:09: 58 PM

M5. HALL referred to Sections 25, which she stated is a
reiteration of the priority of distribution clains which are
paid in what is equivalent to a bankruptcy. She explained that
i nsurance conpanies do not wundergo bankruptcy, but are placed
into liquidation proceedings wth the receiver, which is
generally the DO director.

4:11: 31 PM
M5. HALL referred to Section 26, relating to the adm nistration

of loss reinbursenent policies. She offered a scenario in which
an insurance conpany nust pay first dollar clains for clains

under a workers’ conpensation policy. She expl ained that the
insurer would retain $100,000 of the risk of the workers’
conpensation cl ai ns. The insurance conpany would still pay the

claim the injured worker is assured the claim but the enployer
must repay the insurance conpany the $100,000. She related that
the repaynent is not currently addressed in statute in the case
of |iquidation. She indicated that this section outlines the
process. She pointed out that this guarantees for an enployer
who has the reinbursenent obligation, the collateral in the form
of a letter of credit or a cash deposit can be “tapped” by
either the receiver or the guaranty fund. The guaranty fund
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would then pay the claim on behalf of the insolvent insurer.
She stressed the goal is that in instances in which the enployer
owes the guaranty fund, that the guaranty fund needs to have the
ability to collect the noney owed.

4:14: 29 PM
REPRESENTATI VE BUCH inquired as to how many insolvencies M.
Hall has experienced in her tenure as the director of the

Di vision of Insurance (DA).

VB. HALL answered she has not experienced any donestic

i nsol venci es, but t he di vi si on experienced a workers’
conpensation insolvency, and the guaranty fund did not have
sufficient funds to pay clains. She stated that the DO needs

to be prepared.

4:15: 32 PM

M5. HALL referred to page 19 of HB 175, to proposed AS
21.78.328, which relates to early access disbursenents. She
related that in the previous scenario, the estate of insolvent
insurer, wth the court's approval, disbursed funds to the
guaranty. She explained that this provision requires a receiver
to apply to the court to make the paynents. She offered that
the division does not currently have the requirenent. She

stressed the inportance of the guaranty fund having the
mechanisnms in place to obtain paynent in the case of insolvent
i nsurers. She characterized this section as wupdating the
rehabilitation and |iquidation statutes.

4:17:02 PM

M5. HALL referred to page 21 of HB 175, to proposed AS
21.85.100. She indicated this provision requires that the self-
funded health care entities that are known as nultiple enployer
wel fare arrangenents nust adhere to the administration of
deposits statutes. She pointed out two things that were added
to the hospital and nedical service corporation. First, the
statutes that relate to representations on applications apply to
these entities. Second, the federal law requires that the
guaranteed renewability of individual health care insurance is
applicable, as well.

REPRESENTATI VE HOLMES referred to page 12, line 23 of HB 175, to

Section 22, which refers to the supplenental plans for Mdicare.
She asked for clarification of the changes.
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M5. HALL stated that this section would allow the high risk plan
to have nore flexibility in the plan that it offers to Medicare
el i gi bl e i ndividual s.

REPRESENTATIVE HOLMES related her under st andi ng that t he
intention is not to reduce options. She opined that the state
already has a hard time wth Medicare coverage and she wanted to
be certain Medicare options were not reduced.

M5. HALL said, “Absolutely not.” She offered that AS 21.55.100
(b) refers to the “state plan” which is the high risk pool known
as the Alaska Conprehensive Health Insurance Association
(ACHI A) .

4:21:21 PM

CHAIR OLSON announced that he would hold open the public
testinony on HB 175.

HB 78- EXTEND BOARD OF PUBLI C ACCOUNTANCY

4:21:36 PM

CHAI R CLSON announced that the next order of business would be
HOUSE BILL NO. 78, "An Act extending the term nation date of the
Board of Public Accountancy; and providing for an effective
date."

4:22:20 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legislature, and as staff to the House Labor and Conmerce
Standing Conm ttee, sponsor of HB 78, stated that the bill would
extend the Board of Public Accountancy and noted the auditors
recommended the board be extended for four years.

4:23:35 PM

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, explained to nenbers that the
audit for the Board of Public Accountancy was contracted out.
She explained that the Division of Legislative Audit’s office is

staffed with many certified public accountants (CPAs). Thus,
the auditors were not considered independent and a private
consultant was hired to conduct the audit. The consul tant used

the criteria in statute, and as M. Jackson indicated the audit
recommends that the Board of Public Accountancy be extended for
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four years. She pointed out that the board is working to change
how it operates with |ess oversight by the board, and nore
oversight by the national organization. Therefore, the auditors
recommended a shorter extension tine for the board to ensure
public interest is served.

M5. DAVI DSON el aborated that the audit recomrended board nenber
terns be filled nore tinely. Secondly, the board is financially
sel f-supporting, and the auditors found that a surplus was
i ncreasi ng. Thus, the auditors recomended that 1|icense fees
shoul d be reduced. Finally, in reviewing the investigative
efforts, auditors found periods of inactivity on sone of the
investigations and auditors found the tracking nmechanism
associated wth the investigative software is not very good.
She opined that the investigators need better software to better
enable themto track case nmanagenent on investigations.

4:26:42 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 78.

4:26:53 PM

REPRESENTATI VE LYNN noved to report HB 78 out of commttee with
i ndi vidual recomendations and the acconpanying fiscal note.
There being no objection, HB 78 was reported from the House
Labor and Commerce Standing Comm ttee.

4:27:20 PM

The commttee took an at-ease from4:27 p.m to 4:28 p. m

HB 86- EXTENDI NG VETERI NARY BQOARD

4:28: 55 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO. 86, "An Act extending the term nation date of the
Board of Veterinary Examiners; and providing for an effective
date."

4:29: 02 PM
KONRAD JACKSON, as staff to the House Labor and Commerce

St andi ng Conmittee, sponsor of HB 86, explained that HB 86 woul d
extend the Board of Veterinary Exam ners. He related that the
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auditor’s recomendations were to extend the Board of Veterinary
Exam ners to June 30, 2017. The auditors had simlar coments
to the last bill, that board menber vacancies should be filled
nore tinely and that |icense fees should be reduced.

4:29:50 PM

PAT DAVI DSON, Legislative Auditor, explained that HB 86 would
extend the Board of Veterinary Exam ners to June 30, 2017. She
related the auditors found that the board is serving the public
interest in ternms of its mssion. The legislative auditors nade
two recomendations, that board nenber vacancies should be
filled tinely to enable the board to conduct its work. And that
financially, a surplus has been growng and that I|icense fees
shoul d be reduced, she rel ated.

M5. DAVIDSON, in response to Representative Holnes, answered
t hat board nmenbers are appoi nted by the governor.

4:31:16 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 86.

4:32:27 PM

REPRESENTATI VE LYNN noved to report HB 86 out of commttee with
i ndi vi dual recommendati ons and the acconpanying fiscal note.

There being no objection, HB 86 was reported from the House
Labor and Commerce Standing Comm ttee.

4:32:49 PM
ADJ OURNNMENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:32 p. m
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