HOUSE FI NANCE COWM TTEE
April 9, 2014
8:35 a. m

8:35:25 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmittee neeting
to order at 8:35 a.m

VEMBERS PRESENT

Representative Al an Austerman, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Mark Neuman, Vice-Chair
Representative Ma Costello
Representati ve Bryce Edgnon
Representative Les Gara

Representative David Quttenberg
Representati ve Li ndsey Hol nes
Representative Cathy Minoz
Representative Steve Thonpson
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Representati ve Benjam n Nageak, Sponsor; Jacob Adans, Chief
Adm nistrative Oficer, North Slope Borough, Barrow, Angela
Rodel I, Conm ssioner, Departnent of Revenue; Anna Latham
Staff, Representative Kurt O son; Barbara Huff Tuckness,
Director, Governnmental and Legislative Affairs, Teansters;
Ward Hurl burt, Chief Medical Oficer and Director, Division
of Public Health, Departnent of Health and Social Services;
Don Etheridge, Al aska AFL-CI O Juneau; Representative Pete
Hi ggi ns; Representative Andy Josephson.

PRESENT VI A TELECONFERENCE

John MCellan, Alaska Mental Health Trust Authority,
Anchorage; WMatt Fonder, Director, Tax Division, Departnent
of Revenue, Anchorage; Leeanne Carrothers, Pr esi dent,
Al aska Physical Therapy Association, Anchorage; Juliana
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Ament, Alaska Physical Therapy Association, Fairbanks;
Karen Purdue, President and CEO Al aska State Hospital and
Nur si ng Hone  Associ ati on, Fai r banks; Rachel Pet r o,
President and CEO Al aska Chanber of Conmerce, Anchorage;
Kevin Anselm Director, Division of Banking and Securities,
Department of Commerce, Community and Econom c Devel opnent,
Anchorage; Allan Johnston, Regional Manager, Team Network,
I nc., Anchorage.

SUMVARY

HB 214 MENTAL HEALTH PATI ENT RI GHTS & GRI EVANCES
HB 214 was SCHEDULED but not HEARD.

HB 308 ALASKA SECURI TI ES ACT EXEMPTI ONS
HB 308 was REPORTED out of conmittee with a "do
pass" recommendation and wth one previously
publ i shed fiscal inpact note: FN1 (CED).

HB 316 WORKERS' COMPENSATI ON MEDI CAL FEES

HB 316 was HEARD and HELD in committee for
further consideration.

HB 379 AL & GAS PROPERTY TAX

CsSHB 379(FIN) was REPORTED out of conmittee with
a "do pass" recomendation and wth one new
indetermnate fiscal note from the Departnent of
Revenue.

CONFI RVATI ON HEARI NG ALASKA MENTAL HEALTH TRUST AUTHORI TY
- JOHN MCCLELLAN

8:36: 33 AM

ANCONFI RVATI ON HEARI NG ALASKA MENTAL HEALTH TRUST AUTHORITY
- JOHN MCCLELLAN

JOHN MCCLELLAN, ALASKA NMENTAL HEALTH TRUST AUTHORITY,
ANCHORAGE (via teleconference), discussed his professional
background. He had started three engineering conpanies in
Al aska. Additionally, he had run several conpanies for NANA
and other. He did not have experience with nental health;
however, he did have experience in finance. He was
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interested in resource devel opnent growh and the finance
portion of the trust.

Co-Chair Stoltze surmised that M. MCellan's role was in
maki ng noney for the trustees instead of spending it. M.
McClellan replied in the affirmative.

Representative Gara asked if the board of trustees did any
mental health work. M. MCellan replied that the trustees
reviewed and approved the nental health prograns based on
staff recomendati ons.

8:40:41 AM

Representative Gara wondered if M. McClellan had
experience related to alcohol abuse treatnent and other
areas that the trust addressed. M. MCellan replied that
he did not have professional experience. He believed it
woul d be easier for himto earn a quick education on nental
health prograns than it wuld be for a nental health
prof essional to gain 40 years' experience in finance.

Representative Gara asked if the board had the power to
review and reject projects presented by the staff. M.
McClellan replied that the board had the authority to
reject staff recomendati ons.

Representative Hol nes thanked M. MCellan for putting his
name in. She wondered if he had thoughts of a direction of
the trust. M. MCellan answered that he was sem -retired
and that acting as a board nenber would keep him fresh in
the field. He would like to see an outreach program and
ot her new and i nnovative programs within the trust.

Co-Chair Stoltze thanked M. Mdellan for his service. He
spoke about his experience on boards. He was happy to have
nmenbers with finance experience on the board. He
appreci ated nmenbers who were interested in sustaining the
trust for beneficiaries.

Co-Chair Stoltze asked if there were any objections toward
t he advancenent of M. MCellan's nane. He noted he wanted
to renove |anguage in the report related to the reflection
of the intent of the nenbers. He stressed that it was known
that individual votes were personal, so the |anguage was
unnecessary. There being NO OBJECTION, it was so ordered.
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8:47:08 AM
AT EASE

8:48: 50 AM
RECONVENED

#hb379
HOUSE BILL NO. 379

"An Act relating to the limtation on the value of
property taxable by a nunicipality; and providing for
an effective date."

8:49: 02 AM

Co-Chair Stoltze stated that an anendnent from Depart nent
of Adm nistration (DOA) had been incorporated into the new
conmittee substitute.

Vice-Chair Neuman MOVED to ADOPT the proposed committee
substitute for HB 379, Wor k Draft 28-LS1633\ U
(Bul l ard/ Bul | ock, 4/8/14).

Co-Chair Stoltze OBJECTED for discussion.

REPRESENTATI VE BENJAM N NAGEAK, SPONSOR, approved the
changes in the commttee substitute.

JACOB ADAMS, CH EF ADM NI STRATIVE OFFICER, NORTH SLOPE
BOROUGH, BARROW agreed wth <changes in the commttee
substitute.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

Representative Costello discussed the fiscal note -
i ndetermi nate from Departnent of Revenue.

MATT FONDER, DI RECTOR, TAX DI VI SI ON, DEPARTMENT OF REVENUE,
ANCHORAGE (via teleconference), relayed that the change
made to the bill would not inpact revenues. The change
would only help the departnment adm nister changes nmade in
the bill.

ANGELA  RODELL, COWM SSI ONER, DEPARTMENT  OF  REVENUE,

appreciated the addition of the clarifying |anguage added
in the amendment .

House Fi nance Conmmittee 4 04/09/14 8:35 A M



Co-Chair Stoltze asked if there were any anendnents.

Vice-Chair Neunman MOVED to REPORT CSHB 379(FIN) out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 379(FIN) was REPORTED out of conmttee with a "do
pass” recomendation and with one new indeterm nate fisca
note fromthe Departnent of Revenue.

8:53:29 AM
AT EASE

8:54:48 AM
RECONVENED

#hb316
HOUSE BILL NO. 316

"An Act relating to workers' conpensation fees for
nmedi cal treatnment and services; relating to workers'
conpensation regul ations; and providing for an
effective date."

8:54:54 AM

ANNA LATHAM STAFF, REPRESENTATIVE KURT OLSON, discussed
the bill and the Sectional Analysis (copy on file):

Section 1. Amends the physician, outpatient and
anbul atory surgical center, and inpatient hospital fee
schedules to be based on the federal Centers for
Medi care and Medicaid Services fees.

Section 2. Requires the Wrkers’ Conpensation Advisory
Board to annually review and adjust fees set under
Section 1. Requires the board to request and consider
recomrendations from the Medical Services Review
Commttee on setting the conversion factors and rates
specified in Section 1. Provi des for maxi mum
rei moursenent for fees rendered in another state.
Requires the board to set the rate for air anbul ance
service. Requires the board to set the markup, and
reinbursenent |imts for durable nedical equipnent.
Requires the board to set the markup, dispensing fee,
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and reinbursement limts for prescription drugs.
Requires a prescription drug dispensed by a physician
to include in an invoice the original manufacturer’s
code from the National Drug Code Directory published
by the USFDA. Exenpts critical access hospitals from
the fee schedules established in Section 1. Allows the
board to apply a geographic adjustnent factor to fee
schedules in Section 1.

Section 3. Lists reference materials the departnent
may incorporate, including future anended versions,
into regul ations.

Section 4. Section 1 and Section 3(j)-(0) are
effective on July 1, 2015.

Section 5. Excluding Sections 6 and 7 of the Act, this
Act is effective on July 1, 2014.

8:58: 42 AM

Ms. Latham relayed that the nmethod was established in the
|ate 1980s, by a team of researchers from Harvard
University which included statisticians, physicians, and
econom sts. The relative value wunit accounted for the
physician's work, practice expenses, and nmal practice
insurance to provide nedical service. The value was
mul tiplied by a fixed conversion factor set by the state to
determ ne the anmount of paynent, and the relative value
unit was adjusted by the geographic region to reflect the
variation and provide the costs. The nethodology was the
basis for Medicare and Medicaid paynents schedules, and 32
states' workers conpensation systens. The Anerican Medica
Associ ati on owned and updated the system periodically. She
stated that the legislation outlined three separate
conversion factors: one for a physician fee schedul e; one
for an outpatient and anbul atory fee schedul es; and one for
an inpatient fee schedule. The W rkers Conpensati on Board
woul d be responsible for renewi ng and adjusting fees on the
fee schedul es wunder advisenent of the Medical Services
Review Comm ttee. The reason that commttee is the advisor
was because they have the nedical expertise that the 18-
person Wirkers Conpensation Board had. She stated that
there was an exenption in the legislation for critical
access hospitals, which were small hospitals in the state
that generally had less than 25 beds, an average stay of
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|l ess than 96 hours, and they were federally designated so
they had a different billing system

Co-Chair Stoltze asked if it was a rural exenption. M.
Lathamreplied in the affirmative.

Ms. Latham stated that exanples of the critical access
hospital s included Kodiak, Valdez, Ketchikan, and Cordova.
The legislation would be effective on July 1, 2014, and the
new fee schedul es woul d be effective one year |ater.

Co-Chair Stoltze stated that the nedical comunity needed
to determne whether the legislation was related to cost
control or market control. He stated that market controls
nostly led to shortages of access and providers.

Vi ce-Chair Neuman noted that Al aska had one of the highest
i nstances of workers conpensation, because of the mning
and fishing and dangerous industries. He |ooked at Section
2, and queried the average anticipated cost changes in the
di fferent fee schedul es.

Ms. Latham replied with the docunent, "Top 25 Surgery
Procedure Codes Ranked by Paid Anpbunts for Al aska" (copy on
file). She stated that the intent of the legislation was to
align the fee schedules with the group health. There was a
desire for reasonable and fair rates that were charged by
the doctors. She remarked that the chart showed what the
Al aska Workers Conpensation fee schedule currently paid
conpared to Washington, Oregon, and |daho. She stressed
that she did not have data on exactly how much of a
decrease woul d occur if the legislation were passed.

Vi ce-Chair Neuman announced that he was famliar wth the
cost conparisons between Alaska and other states. He
stressed that it was difficult to analyze a bill, wthout
the outlined estimtes.

9:04: 49 AM

Representative Holnmes agreed that the current rates were
not working. She wanted to ensure that the physicians were
adequately and people could get proper care. She asked for
nore details regarding the legislation. M. Latham replied
that the baseline would be the centers for Medicare and
Medi caid. She renmarked that 32 states had adopted the
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net hodol ogy. The Workers Conp Board would set t he
conversion factors for the three fee schedul es.

LEEANNE CARROTHERS, PRESI DENT, ALASKA PHYSI CAL THERAPY
ASSCCI ATI ON, ANCHORAGE (via teleconference), spoke to

concerns related to the bill. The Ilegislation had the
potential to affect many health care providers, especially
those who own small independent practices. She remarked
that physical therapists were highly educated, |icensed

health care professionals who hel ped patients reduce pain
and inprove or restore nobility after injury wthout
expensive surgery and often reducing the use of
prescription nedications. In the case of workers conp, this
translates into an earlier return to work. Furthernore, an
18-month study of 32,000 patients with low back pain
reveal ed that physical therapy started within 14 days of
the initial patient physician encounter was associated with

reduced risk of subsequent surgery, injections, physician
visits, opioid use, along with a corresponding reduction in
overall |ove back pain related nedical costs relative to

del ayed treatnent by a physical therapist. Total health
care costs for patients receiving early care from a
physi cal therapist were an average of $2736 |ower. Because
of the vital role of the physical therapist in the early
managenent and recovery of individuals with work related
injuries, she believed that physical therapy should be
included in the process of determning the conversion
factors and rates that would be wused to determne the
paynent for physical therapy uses.

Co-Chair Stoltze handed the gavel to Representative
Costel | o.

9:10: 11 AM

JULI ANA  AMENT, ALASKA  PHYSI CAL THERAPY  ASSOCI ATI ON,
FAI RBANKS (via teleconference), spoke against the bill in
its current form She spoke to the high costs of
recruitnment and retention of medical providers. Cutting pay
to providers to may not be the answer. The proposed system
proposed was used by Medicare and paid for 65 percent of an
office visit. She spoke to an exodus of providers who woul d
sinply treat patients with private insurance.

KAREN PURDUE, PRESI DENT AND CEQO, ALASKA STATE HOSPI TAL AND

NURSI NG HOMVE ASSCCI ATI ON, FAIRBANKS (via teleconference)
agreed that reform was needed; however, there was one area

House Fi nance Conmmittee 8 04/09/14 8:35 A M



of the bill the association was concerned about related to
the conversion factor. He stressed that Alaska's hospitals
and nursing homes had a double-interest in the 1issue,
because they not only provided care, but were also |arge
enpl oyers. She stressed that health care also had workers
conpensation costs. She felt that the idea of setting the
conversion factor to commercial rates was the intention of
the sponsor, but remarked that the Medical Services Review
Commttee did not have a standard in statute to set against
the conversion factor. She stated that the |ow Medicaid
paynment in Alaska provided disconfort for providers, in
terms of what the committee woul d deci de upon

Representative Gara | ooked at page 2 of the legislation, a
noted the |anguage related to the schedule based on the
Federal Centers for Medicare and Medicaid. He understood
that Medicare did not pay famly practice physicians at a
reasonable rate, as well as other areas. He wondered if
there was a fear that the rates from the federal |evel
would be initiated. M. Purdue responded she had those
concerns. She stated that the sponsor had relayed that the
conversion factor was the beginning, but there would be a
multiplier to the factor, however that nmultiplier was
unknown. The process was such the Medical Services Review
Comm ttee woul d make t he recommendat i on to t he
commi ssioner. She felt that the sponsor's intent should be
codified to group health or comrercial rates.

Representative Gara wondered if the multiplier was outlined
in the bill. M. Purdue replied in the affirmative, but
deferred to the sponsor for confirmation.

9:16:59 AM

BARBARA HUFF TUCKNESS, Dl RECTCR, GOVERNVENTAL AND
LEG SLATI VE AFFAI RS, TEAMSTERS, spoke in support of the
| egi sl ation. She relayed that one year earlier the
Teansters had inplenented a nedical tourism plan for over
$30 mllion, one-third was related to prescription drugs
and the remainder was associated with nedical procedures.
The group was very supportive of the sponsor's effort on
the bill. She felt confortable with the going through the
nmedi cal review committee. She noted that the committee was
made up of physicians and other. The recommendati ons woul d
be presented to the workers' conpensation board and with
oversight by the conm ssioner. She understood the concern
about the fees and the perception of how it would work with
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the nedical review commttee. The group had worked hard
with enployers, but stressed that one of the group's
hi ghest costs was workers' conpensation. She relayed that
nmedi cal costs continued to rise.

9:21:47 AM

Representative Quttenberg asked if the group was concerned
that the change would result in fewer doctors covering
wor kers' conpensation cases. M. Huff Tuckness responded
that she was nore concerned that the option that was given
injured workers nmeant flying to the Lower 48 for treatnent.
She did not believe it was in the best interest for the
state's long-term nedical cost, and she |ooking at other
alternatives if nothing was done. She did not want benefits
to be reduced.

Representative GQuttenberg wondered if a study had been done
on the actual cost of delivering service.

Ms. Huff Tuckness deferred the question to the director of
the Division of Wrkers' Conpensati on.

Representative Gara understood that costs of quality care
in the state were high. He was concerned with the Medicare
schedule, and pointed out that over 50 percent of the
famly practice centers in Anchorage would not accept
Medi care because conpensation was so |low. He understood
that there was a multiplier that was not in the bill; he
was unconfortable with that. M. Huff Tuckness understood
that there was a nultiplier that would average it out. She
provi ded an exanple related to a hip injury. He did not see
where the fee changed the Medicare and Medicaid rates.

9:28: 03 AM

WARD HURLBURT, CHI EF MEDI CAL OFFI CER AND DI RECTOR, DI VI SI ON
OF PUBLI C HEALTH, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES,
rel ayed t hat t he bill was consi st ent W th t he
recomrendati ons from the health care conm ssion. He stated
that the high costs were a burden to the state. He noted
that discussions with Jeff Davis with Prenera stated that
sending people outside was nore econonmical. He renarked
that change was threatening, and the 90th percentile
requi renent provided market control. As a steward of noney
fromthe enployers, the industry mandates market control.
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Representative Costello handed the gavel back to Co-Chair
Stoltze

9:32: 43 AM

Co-Chair Stoltze wondered if M. Hurlburt felt that there
was a sort of Certificate of Need (CON) for healthcare
access. Dr. Hurlburt replied in the negative. He stated
that the nethodology was common. The Medicare rates were
low, and established with a nultiplier to pay. The state
pai d higher on Medicaid than Medicare. Medicaid paid |ess
than worker's conp. The payer would have nore of an inpact
on the actual paynents.

Dr. Hurlburt continued to discuss evidence based decision
maki ng. Medical costs were lower than Al aska in Wsconsin.
He stressed that recent science was dictating the therapy
and treatnent. Definition of success for the workman's
conpensation program Medical price inflation increased by
46 percent in Alaska conpared to the rates nati onw de.

9:36: 13 AM

Co-Chair Stoltze wondered if it was better for the health
care funding to be in workers conpensation or the public
health arena. Dr. Hurlburt felt that Ilegislators nmade
m st akes when they becone too prescriptive if a mnutia and
the details of the coverage. He felt that the Al aska
| egislator had done a proper job about recognizing the
risks. He stated that the current prescription for the 90th
percentile, which neant that if one controls 11 percent of
the marketplace, one could set its own rates, was fairly
unusual in Alaska. He remarked that the board was conposed
of health care providers.

Vi ce-Chair Neuman spoke to the cost of prescription drugs.
He was concerned that DHSS received a rebate of
approximately $40 million annually from prescription drug
rebates. He wondered if part of the high cost was because
the state charged so much for pharnaceuticals. Dr. Hurlburt
responded that the rebates were a tool wutilized by the
pharmaceutical industry to ensure that all of the drugs
were sold. He stressed that the state needed to take
rebates into consideration in |ooking at the bottom I|ine
costs. Wien the Health Care Conm ssion exam ned the pricing
Al aska, hospital and physician pricing was notably much
higher than the conmparable states. The pharnaceutical
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pricing, overall, was not nrmuch higher than conparable
states, particularly relating to workers conpensation

9:41:42 AM

Vice-Chair Neuman pointed to information provided by the
Department of Labor and Wrkforce Devel opnment, and sone
suppl enent al information about pr ocedur al codes. He
remarked that Al aska was $2000 greater on a $374 injection
di agnostic for a therapeutic substance.

Representative WIlson noted that the bill addressed a
| arger picture. She wondered if the state did not take
action simlar to that proposed in the bill if it would

drive everyone out of the state, and pointed out the
different costs of doing business in the state. Dr.
Hurl burt agreed that nore business would |[eave the state
because of the higher costs. He stressed that health care
access should stay in Alaska, but the high costs put the
systemin jeopardy.

9:44:55 AM

RACHEL PETRO, PRESI DENT AND CEO, ALASKA CHAMBER OF
COMVERCE, @ ANCHORAGE (via teleconference), spoke to an
updated letter from the Chanber dated April 8. The
legislation was a priority of the chanber. She thanked the
sponsor for the bill. She acknow edged that good changes
had been made in the bill. The chanber supported busi nesses
and providers being able to pay bills and nake a profit.
There were a couple of itenms that the chanber believed
shoul d be added i ncl udi ng evi dence- based t r eat ment
guidelines and utilization review. She believed the change
would help provide a lasting change to the fee schedul e.
The chanber also wanted to ensure that the bill's intent
was cl ear.

9:49: 20 AM

Co-Chair Stoltze asked Ms. Petro to work on formalizing the
changes suggested by the chanber.

Representative Gara spoke to the concept of evidence-based
coverage. He wondered if the definition could be defined in
a way that would allow a patient to do what was best. M.
Petro replied that the chanber was supportive of a
conprehensive change to the worker's conpensation. She
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believed that when a program was devel oped the goal was to
get workers healthy in a tinely way. She did not profess to
be an expert in the area of care. She deferred questions
Dr. Hurlburt.

9:52:16 AM

DON ETHERI DGE, ALASKA AFL-CI O JUNEAU, pointed to a letter
of support in nenbers' packets from the organi zation. The
group was active in safety training and was decreasing
injuries. He stressed that safety canme first. The group was
concerned that the fee schedule included the correct
nunbers, but it had faith that the nedical review board and
could determne the right detail. The group continued to
work with the sponsor on sonme of the issues.

REPRESENTATI VE PETE HI GA NS, spoke to the bill. He saw the
issue fromtw sides. He owned a couple of mnes and agreed
that workers' conpensation was high in the state. He
relayed that fees in the dental field were higher in the
state, but they were not three or four tines higher. He
spoke in support of the legislation. He stressed that the
state had to bring down workers' conpensation fees. He was
in the healthcare field, believed the bill was going in the
right direction. He spoke to Medicare fees, and remarked
that fee schedul es were negoti at ed.

Co-Chair Stoltze CLOSED public testinony.

HB 316 was HEARD and HELD in commttee for further
consi derati on.

9:59: 25 AM

#hb308
HOUSE BI LL NO. 308

"An Act relating to the exenptions under the Al aska
Securities Act and to securities issued by Native
corporations; and providing for an effective date."

9:59: 29 AM

REPRESENTATI VE LI NDSEY HOLMES, SPONSOR, spoke to the bill.
She relayed that many changes in the bill were conform ng.
The bill did three substantive things: 1) elimnated fee
and filing requirements for small or Ilimted offering
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exenptions from registrations, specifically to 25 or fewer
investors or to existing security holders; 2) increased the
division's tinme to review and offer to repay or rescission
offer; and 3) clarified that securities issued by the
Al aska Native Cains Settlenent Corporation, in conpliance
wth federal law, were exenpt from registration. Wile
removing the reporting requirenents, the bill stil
required the business issuing the securities to provide
required information to investors in conpliance with the
Securities Act so that they could nake an inforned
investing decision. The bill Kkept the Act's consuner
protection | anguage intact and did not inhibit the Division
of Banking and Securities from investigating violations or
the investor seeking damages through the court system The
bill further sought to clarify that stock issued by Al aska
Native Clains Settlenment Act (ANCSA) corporations to Al aska
Natives born after Decenber 18, 1971 or issued after the
original stock offering in conpliance with federal |aw were
exenpt fromregi stering under AS 45.55.070.

Vice-Chair Neuman assuned that the issuance of stock
related to corporate law for corporations within the state.
Representative Holnmes replied in the affirmative, but
furthered that it could also be a limted liability. She
stressed that it had to be an Alaska entity and Al aska
i nvestors.

Vice-Chair Neuman wondered why the state required the
additional information. Representative Holnes deferred the
guestion to the departnment for further detail.

10: 07: 22 AM

Co-Chair Stoltze spoke about the issue of the exenption
from the record request. He understood that native
corporations had a different set of l|aws, but stressed that
there were sone |large corporations that were favored by the
existing |aw He wondered if the legislation would
di senfranchise +the shareholders from the process. He
initially felt that the legislation was fairly sinple, but
felt that there was brevity to the analysis in the fisca
note. Representative Holnes agreed that the Alaska Native
Clains Settlenent Act (ANCSA) corporations held sone
issues, but felt that the concerns were unrelated to the
| egi sl ation. She stressed that the bill was about filing a
form wth the state, but did not change any practice. The
issue was related to where the information was filed, so
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because there was a requirenment to conply with federal |aw
one could only apply within that requirenent. She pointed
out that there was never a realization that those files
should also be filed with the state. The general accounting
office noticed that the filing requirenment needed to be
detailed in state | aw.

Co-Chair Stoltze asked if the requirenment was onerous.
Representative Holnmes replied that the onerous part was
less affiliated with ANCSA corporations, but it was
r edundant .

Co-Chair Stoltze pointed to the sponsor statenent. He felt
that the information was available subject to a public
records request and served no interest of the departnent.
He did not want unintentional consequences. Representative
Hol nes replied that the bill did not change any |aws about
information to be provided to investors. She agreed that
she did not want uni ntended consequences.

10:12:49 AM

KEVIN ANSELM DI RECTOR, DI VI SI ON OF BANKI NG AND SECURI Tl ES,
DEPARTMENT OF COWMERCE, COVMUNI TY AND ECONOM C DEVELOPMENT,
ANCHORAGE (via teleconference), referred commttee nenbers
to a docunment titled "HB 308 Alaska Securities Act
Exenptions"” dated March 31, 2014 (copy on file). She stated
that, generally, nost securities nust either be registered

or exenpt from registration. The bill did not change those
requi renents, but elimnated sone of the paperwork and fee
filing with the division for the small offerings and

offerings to existing security holders. She shared that
there were three substantive changes: 1) elimnated fee and
filing requirenments for smal | or l[imted offering
exenptions from registrations, specifically to 25 or fewer
investors or to existing security holders; 2) increased the
division's tine to review and offer to repay or rescission
offer; and 3) clarified that securities issued by the
Al aska Native Cains Settlenment Corporation, in conpliance
with federal law, were exenpt from registration. The snal

of fering exenptions were noted on page 2, line 21 and page
3, line 30 of the Ilegislation. The small of fering
exenptions were usually referred to as "friends and famly
exenptions." Those transactions occurred because soneone

has a business and invites friends or famly to invest in
t hat business, and sales conm ssions were often invol ved
The smal | offering exenptions were driven by the
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entrepreneur, with no public solicitation or advertising.
Most states had small offering exenptions, and the filing
was required because filings were nore prolific in the
original filing act. She noted that there were |egends on
the securities that explain the Ilimtations on the
securities resale; information was required, so investors
could make the appropriate decisions based on their own
needs; and the nore investors there were, the nore
prescriptive the requirenents. She stressed that the only
change to the provisions was the filing of the form and fee
paynent. She noted one other effected exenption in the bill
on page 4, line 19. The exenption was for securities issued
to existing sharehol ders, and only applied if there were no
comm ssions paid beyond a standby comm ssion for the new
security issuance. Typically, the exenptions were used by
an existing business that were advancing. She stressed that
the division currently seldom receiving filings for this
particular exenption, but those that were filed were
usual |y unnecessary, because there was no conm ssion paid
in the transaction.

10: 20: 47 AM

ALLAN JOHNSTON, REG ONAL MANAGER, TEAM NETWORK, | NC.
ANCHORAGE (via teleconference), spoke about his business
and angel investing networks. He felt that it was difficult
to navigate the technicalities of the laws related to the
| egislation. He expressed respect for M. Anselm with her
work within the nunicipality to educate the people that
were attenpting to create sonme of the programs. The
attorney fees in the private sector was unnecessary, SO
there was friction and expensive that was counterproductive
on both sides. He pointed out that Alaska had the third
hi ghest nedian famly incone in the United States, and
fiftieth in local risk capital.

Co-Chair Stoltze appreciated the testinony. He stated that
any tinme an ANCSA corporation was nentioned, there was an
assurance that the commttee would be fully inforned.

Co-Chair Stoltze CLOSED public testinony. He asked if there
wer e any anmendnents.

Representative Costello addressed the fiscal note from the
Depart ment of Commrerce, Conmunity and Econom c Devel opnent.
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Representative Costello MOWED to REPORT HB 308 out of
commttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HB 308 was REPORTED out of commttee with a "do pass”
recommendation and wth one previously published fiscal
i npact note: FN1 (CED).

#hb214
HOUSE BI LL NO. 214

"An Act relating to nental health patient rights,
notifications, and grievance procedures.”

HB 214 was SCHEDULED but not HEARD.
Co-Chair Stoltze discussed the future neetings.
#

ADJ OQURNIVENT
10: 26: 22 AM

The neeting was adjourned at 10:26 a. m
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