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SUSAN BELL, Commi ssi oner

Departnment of Commerce, Conmunity & Econom ¢ Devel opnment ( DCCED)
Juneau, Al aska

PCOSI TI ON  STATEMENT: Presented opening remarks during the
overview of the Departnent of Commerce, Comunity & Economc
Devel opnent ( DCCED) .

KEVI N ANSELM Di rect or
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Depart ment of Comrerce, Conmunity & Economi c Devel opnent

Juneau, Al aska

PCSI TI ON  STATEMENT: Presented an updates on the D vision of
Cor por ati ons, Business, and Professional Licensing (DCBPL).

MARTY HESTER, Acting Director

Di vision of Insurance, Juneau Ofice

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Juneau, Al aska

PCSI TI ON  STATEMENT: Presented an update on the Division of
| nsurance (DA).

ACTI ON NARRATI VE
3:19: 53 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:19 p.m Represent ati ves
Chenaul t, Saddl er, Josephson, and O son were present at the call
to order.

Overview Departnent of Conmerce, Community & Econom c
Devel opmrent by Commi ssi oner Susan Bel |

3:20: 16 PM

CHAI R OLSON announced that the only order of business would be
an Overview. Departnent of Commerce, Conmmunity & Economc
Devel opnent by Comm ssi oner Susan Bel | .

3:20: 27 PM

SUSAN BELL, Conmmi ssioner, Departnment of Commerce, Community &
Econom ¢ Devel opnent (DCCED), introduced her staff present
today, including Jo Ellen Hanrahan, Deputy Comm ssioner, and
M caela Fow er, Legislative Liaison. She indicated that three
divisions wll present overview updates. She identified the
di visions and the directors: Kevin Anselm Director, Division

of Banking and Securities; Don Habeger, D rector, Division of
Corporations, Business & Professional Licensing; and Marty
Hester, Acting Director, Division of Insurance.

3:21:40 PM
COM SSI ONER BELL stated the DCCED mission is to pronote a

heal thy econony, strong conmmunities, and protect Al askan
consuners. She noted that Al askans face a nunber of chall enges
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and possesses unique assets and strengths. The departnent has
been very active in working to address the high cost of energy
and building infrastructure to devel op resources and to get them
to narket. The DCCED works to market Alaska's goods and
services and has been very focused on Al aska's business clinmate.
The departnent also focuses on agency responsiveness, naking
communities functional and stable, and providing assurance of

low taxes and fees to pronote investnment in Al aska. She has
served as comm ssioner since 2010 and comended her team of
dedi cated peopl e. She said DCCED continually works across

departnental boundaries through its regulatory and consuner best
practices, marketing prograns, and energy and infrastructure
devel opnent progranms to achieve overall efficiency.

3:23:17 PM

COWMM SSI ONER BELL provided a "snapshot" of DCCED s activities to
illustrate the volunme of interactions it has with the business
conmuni ty. The Division of Banking and Securities is
responsi ble for examning state charter banks and exam ned 40
depository and non-depository institutions in fiscal year 2013
(FY 13), issued more than 150 nortgage broker and |ender
licenses, and registered nore than 1,200 security broker/deal er
| i censes. The Division of Cor por ati ons, Busi ness and
Pr of essi onal Licensing (BCBPL) oversees over 130,000 businesses
that have one or nore professional |icense, business |license, or
corporate I|icense. Additionally, the DCBPL currently 1|icenses
nore than 50 registered corporations. The Division of I|Insurance
(DA) oversees nore than 45,000 |icensees. She enphasi zed the
importance in recognizing that the departnent is engaged wth
busi nesses, individuals, and communities.

3:24: 54 PM

KEVIN ANSELM Director, Division of Banking and Securities
(DBS), DCCED, stated the division's mssion is to protect
consuners of financial services and pronote safe and sound
financial systens. The division acconplishes its mssion
t hrough three sections that cover nost of the financial services
in the state. She highlighted the division's 24 positions in
the organization chart, noting the DBS is divided anong three
sections: banking, securities, and consumer finance [slide 1].

M5. ANSELM stated that division-wide the DBS protects consuners
by fielding questions, enforcing laws, and, if necessary,
penalizing those who harm citizens' financial well-being or
t hose who take unfair advantage of Al aska's business conmunity.
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Every Alaskan is touched by the 12 prograns the division
adm nisters, including banks, credit wunions, payday |enders,
securities registered for sale in Alaska, investnent advisors
and brokers who sell those securities, and Al askans who obtain a
nortgage or use a noney service business to wire funds, purchase
noney orders or exchange currency. Additionally, the DBS is the
sole registry for Alaska Native Clains Settlenent Act's (ANSCA)
corporation proxy filings [slides 2-3].

M5. ANSELM stated that the banking section charters, |icenses,

and examnes 65 state financial institutions including state
banks, holding conpanies, a credit union, a business industria

devel opnment corporation, a small [|oan conmpany, two trust
conpanies, 28 premum finance conpanies, and 25 payday |oan
of fices. These financial institutions are exam ned about every
18 nont hs. She indicated 40 exam nations were conducted in FY
13, and while examnation results are confidential, t he

depository institutions are profitable and well capitalized.
3:27:59 PM

CHAI R OLSON asked whet her the division regul ates pawn shops.
MS. ANSELM answer ed no.

3:28:18 PM

REPRESENTATI VE SADDLER asked whether there are any limtations
on the geographical |ocation of payday |enders in Al aska.

M5. ANSELM answered that they are not, and it is clear under the
law that Internet payday |enders are also regul ated. She said
that the division takes npbst actions against payday |enders
since many didn't seemto recognize that Al aska |aw covers them
al t hough the division has persuaded t hem ot herw se.

3:28:47 PM

M5. ANSELM turned to the consunmer finance section, which
licenses 165 nortgage broker/lenders, 143 branch offices, and
1,226 nortgage loan originators, of which 184 are physically
| ocated in Alaska. She noted that every site that houses a | oan
originator has to be licensed in Al aska. For instance, if a
California conpany is registered as a nortgage broker in Al aska
and has a separate office, that office wll be licensed as a
br anch. This requirenent allows the division to track everyone
working in the industry. The consunmer finance section also
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oversees 63 noney service businesses although only one is

domciled in Al aska. She reported that over 700 delegates in
t he noney service businesses work in Alaska, often operating in
cruise ship ports seasonally or in the tourist industry,

typically wiring noney and exchangi ng currency.
3:30:10 PM

REPRESENTATI VE SADDLER asked for clarification on the nunber of
financial institutions domciled in Al aska. He asked whet her
the presunption is that businesses such as the payday |enders
operate on the Internet or on cruise ships.

M5. ANSELM answered that the lenders are in the Lower 48 but are
licensed in Al aska since they conduct business in Al aska.

3:30: 42 PM

M5. ANSELM reported that the consunmer finance section conducted
13 exam nations on the consuner finance regulated entities in FY
13. Additionally, this section fields consuner conplaints, such
as investigating noney transmtters. The division has received
consuner conplaints that these businesses are difficult to
reach. Al so, the division has received consuner conplaints on
deceptive nortgage |ending advertising or in instances in which
a nortgage loan originator fails to disclose fees or relevant
information to a borrower.

3:31:29 PM
CHAI R OLSON asked how t he division regul ates bitcoins.

M5. ANSELM answered that the division has been considering
bitcoins, which are a virtual currency [created by a process
called mning in which participants verify and record paynents
in exchange for transaction fees and newly mnted bitcoins].
The division has received inquiries about noney transmtters
being registered to exchange bitcoins in Al aska. The division
has also considered the securities aspects due to the way
bitcoins are structured, as well as the investnent it mght take

to mne bitcoins. For exanple, the division has found sone
conpanies want to syndicate, 1in essence, the purchase of
equi pnrent and electronic software to mne bitcoins. She

remarked that bitcoins are currently a topic of conversation at
the state and federal |evel throughout the country.

3:32:31 PM
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M5. ANSELM referred to the securities section [slide 6]. She
stated that the section registers 1,224 broker-dealers but none
are domiciled in Al aska;, however, 51 branch offices are |ocated
in the state. This section oversees 730 investnent advisers, of
which 25 are solely state-supervised and | ocated in Al aska. Over
81,000 securities agents are registered in Al aska, of which only
780 agents are |located in Al aska.

M5. ANSELM reviewed the securities registrations and filings,
including that the division has over 5,000 nutual fund filings
and 370 securities registrations each year for stocks, bonds or
ot her offerings. Additionally, the division has 186 exenptions
from registration filings, which are primarily from Al aska
resi dents. She reported that approximately $13 mllion is
generated annually by the securities registrations and filing
f ees. In FY 13, this section conducted 12 investnent advisor
exam nations and one broker-deal er exam nation in Al aska. The
securities section accepted 229 proxy related Al aska Native
Clainms Settlenment Act (ANCSA) filings, which are public
docunents. The division also had 115 ANCSA inquiries. Further,
the securities staff investigates investor and ANCSA related
conplaints and reports of securities fraud; however, nost
conplaints are related to activities that originate outside
Al aska. A nunber of conpanies sell bogus investnents to
Al askans, and Al askans are often subject to scans related to
real estate, oil and gas, and precious netal extraction.

3:34:51 PM

REPRESENTATI VE SADDLER asked whether the 115 inquiries are
solely related to ANSCA.

M5. ANSELM answered yes. She pointed out that the inquiries are

fewer than in previous years. Over the past three years, the
division has streanmlined its regulations and mnade the ANSCA
regul ations easier to understand. Further, the division has

conducted nore outreach to provide education to the public.
Thus, the division's call volune has been substantially reduced,
she sai d.

3:35:27 PM
M5. ANSELM said that the Banking and Securities' consuner
protection section reaches consuners in a nunber of ways. Last

fall, in coordination with AARP and the University of Al aska
Anchorage, the division sponsored the Anchorage Fraud Sunmt
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featuring the DCCED s conm ssioner, U. S Attorney Karen
Loeffler, and representatives from the U S. Securities and
Exchange Comm ssion (SEC), the Federal Bureau of Investigation
(FBI'), and the attorney general's office. These presentations
have been reprised on video that will be posted on the Internet
to gi ve Al askans nor e tool s to pr ot ect t hensel ves.
Additionally, the DBS has been building resources for the
busi ness community and the public on its website, making it a
destination spot for finding financial i nformation. The
division has expanded its outreach to entrepreneurs, working
with the Municipality of Anchorage (MJA) on the 49th State Ange
Fund. She pointed out one challenge this section faces has been
l[imted resources since the bulk of the licensees are outside
Al aska. The technological age and lure of the wealth of
Al aska's citizens bring the good and the bad to the physical and
virtual borders. The division continues to cultivate its
relationships wth state and federal regulators and |aw
enf or cenent in or der to conduct j oi nt exam nat i ons,
i nvesti gations, and enforcenent actions, i ncluding gl obal
negotiated settlenents or admnistrative actions to save tine
and noney. The division uses technology to share information
with regulators to become nore efficient and to use national
dat abases to allow businesses and individuals the ability to
register easily. Additionally, she reported a national database
all ows people to determne who is licensed in Alaska or in the
Lower  48. The division accepts ANCSA corporation and
shareholder filings electronically, but this section stil
mai nt ai ns paper files.

3:37:54 PM

REPRESENTATI VE SADDLER referred to slide 6, to the 1,200 broker-
deal ers not located in Al aska and asked for clarification.

M5. ANSELM answered that the broker-dealers are licensed in
Al aska, but they are not domciled in Al aska. She conmment ed
that many branch offices and a nunber of firns and sal es agents
are licensed in Al aska.

3:38: 35 PM

REPRESENTATI VE SADDLER inquired for <clarification on the 51
branch offices and the enpl oyees that are not broker-deal ers.

MS. ANSELM responded that sales agents of broker dealers work in
the branch offi ces.
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3:38:54 PM

MS. ANSELM rel ated a scenario in which a brokerage is in O egon,
with 20 agents in Alaska, all of whom are likely registered in
Al aska and in other states. She explained these agents work in
Al aska, but the brokerage firmis also located in Oregon, wth
50 agents who nake calls to Al aska, New York, California, and
Florida. She said this is the reason that so many broker sales
agents are licensed in Al aska.

REPRESENTATI VE CHENAULT remarked that is where the 81,000 figure
cones from

M5. ANSELM answered that a nunber of brokerage firns |icense
their higher producing agents in all 50 states since it is nuch
| ess expensive to license the agents than to have them violate
t he | aw

3:40: 04 PM

REPRESENTATI VE JOSEPHSON expressed concern about litigation and
the service of process. He said it is frightening to think of
the level of fraud. He admired what the Division of Banking and
Securities is doing.

3:40: 48 PM

DON HABEGER, Director, Division of Corporations, Business, and
Prof essi onal Licensing (DCBPL), DCCED, stated the DCBPL has four
working wunits consisting of professional |icensing, business
licensing and corporations [slide 8]. Additionally, the
division has an admnistrative support wunit, which often is
considered the "front I|ine" and consists of enployees who
receive calls, sit at the front desk, handle |icensing needs,
and collect the noney. The last unit is the investigations
unit, which supports all activity, including professiona
licensing and corporations; however, they predom nantly focus on
professional licensing. Wthin these four units, the DCBPL has
two primary functions, business licensing and corporations
[slide 9]. The business licensing section issued 67,074
busi ness |icenses. Wiile some people nmay have nmultiple
|icenses, each conpany is required to have a business |icense.
Addi tionally, this section handles over 54,000 corporate
| i censes. He said this team of eight serves 120,000 Al askan
custoners and custoners outside Al aska.

3:43: 51 PM
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MR. HABEGER pointed out that business licensing is a team of
two, who issued 16,000 new I|icenses and processed 35,000
renewals in FY 14. Alaska offers businesses an option to renew
annually or biennially and about half choose the single year
option and the rest the biennial option. Typically nost
licenses fall wunder a Decenber renewal cycle. This group
endorses business |licenses for tobacco as retailers are required
to have a tobacco endorsenent in their business |icense. In FY
13, the division issued 1, 364 tobacco endorsenents.

MR. HABEGER said the second part of the team registers
cor por at i ons. A nunber of entities can register in Al aska,

i ncludi ng corporations and cooperatives. Although each type has
their owmn section of law, the process to register is basically
the sane. The parties incorporate, register, identify their
officers, provide an initial report, and receive a corporate
license. The corporation nust update its reports on a biennia

basis, provide new information when officers change or certify
its existing corporate officers. In sone cases sone percentage
of ownership is required. The information is public, on the
division's website, and individuals can check a nane and see
whi ch corporations are connected to the individuals. Li kew se,

the public can check business |licenses and parties can downl oad
a conplete list of licensees from the website. In FY 13, this
section sent out six batches of courtesy notices to businesses
for a total of 28,000 courtesy notices to businesses to inform
them they need to conply with the biennial report. The
department sent the courtesy notices in an effort to increase
t he nunber of businesses that are in good standing.

3:47:43 PM

REPRESENTATI VE SADDLER asked whether the business |icenses are
fee support ed.

MR. HABEGER answered yes; however, it is a little different than
prof essional |icenses. The professional |icenses have a fee
adjustnment on a biennial basis, but business |icense fees are
set in statute, whereas corporate fees are set in regulation.
He clarified that the sections are adequately capitalized
through their fees. He said that the section brings in nore
revenue than it expends.

3:48: 50 PM
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MR. HABEGER turned to professional licensing and investigations
[slide 10]. He explained that 80 percent of the personnel
activity is devoted to professional licensing. He said that the
prof essional licensing provides admnistrative support for 19
licensing prograns. For exanpl e, geologists can obtain
licensure and the state recognizes themfor life. Applicants of
ot her prograns can apply to the state either through credentials
or exam nation. For exanple sone boards, including the Board of
Public Accountancy, have an agreenent wth the nationa
prof essional group, and the board sends applicants to the
testing site and the state recogni zes those that pass.

MR. HABEGER expl ained that the division also issues |icenses by
reciprocity, in which applicants are licensed in another state

and the board will recognize their credentials. Thus, if they
are considered equivalent to the requirenents in Al aska, the
board w Il issue these applicants |icenses.

3:51:19 PM

MR. HABEGER reviewed statistics, such that in FY 13, the team
renewed nearly 30,000 I|icenses. The licensing «cycle is
typically a nonth-long cycle and the division is required by |aw
to notify licensees that their license will expire. Li censees
must neet the deadline or be subject to penalties. Near |y
30,000 renewed their licenses |last year, and the division issued
about 7,000 new |icenses, bringing the total nunber  of
prof essional licenses to nearly 67, 000.

MR. HABEGER hi ghlighted that the professional |icensing team has
been working hard on responsiveness to consuners, for exanple,
by processing license renewals tinely. At tinmes, the division
brings in tenporary personnel to ensure responsiveness. In FY
13, applications were screened within a ten-day tinmefrane. The
division's goal is to have 50 percent of renewals issued in the
four-week period. The division is open to public conplaints in
witing and received 1,301 conplaints in FY 13. He expl ai ned
the process, such that intake staff first obtains the
information in witing to be certain the issue is a valid issue.
After staff ensures the state has jurisdiction and the issue is
a violation of a licensing law, the conplaint becones an
of ficial conplaint. During this process, the board may becone
involved on a limted basis to determne if it is a legitimte
issue. |If a board nmenber agrees that the matter is a violation

the investigator gathers evidence and the matter wll be further
i nvesti gat ed. The board limts its involvenent since the whole
board may ultinmately need to consider the matter. Last year,
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t he di vi si on conduct ed 385 i nvestigations, cl osed 240

i nvestigations, and took 253 actions. For exanple, the action
taken may be a formal board disciplinary neasure, such as
suspending the Iicense. Further, the board nmay issue a

conditioned |icense requiring continuing education, or the board
may place the |icensee on probation.

3:56:12 PM

MR. HABEGER outlined other inprovenents the division has nmade
He pointed out that the legislative audits highlighted problens
with the division's case nmnagement system The division has
i npl enented a case mnanagenent system to address the audit's
fi ndi ngs. In 2012, the division conpleted phase 1 of this
process and through the process identified some significant
i ssues. The managenent team identified 67 itens that needed to

be addressed. In 2013, the division continued its work and the
managenment team conpleted all 67 itens, on tine, and on budget.
The division will finish the final testing and approval of the

case nmanagenent system by the end of FY 20183.
3:57:48 PM

REPRESENTATI VE JOSEPHSON asked about the distinction between
practice and title statutes. For exanple, a person can
advertise hinself/herself as a professional therapist and have a
degree and credentials that supports his/her professiona
standi ng. However, the person could also act as a counsel or and
not possess the appropriate degree, but still be within the | aw

MR. HABEGER expl ained that the division has 39 prograns with a

variety of protections. He agreed that sone |icensees have a
title protection. For exanple, marriage and fam |y therapists
fall wunder title protection. This neans that the person nust

have credentials in order to use the title of marriage and
famly therapist, for exanple, on Dbusiness cards or other
adverti sing. In other professions, such as the nedica
prof ession, a person cannot perform a service that a nedical
doctor would provide unless the person has a license to practice
nmedi ci ne. The distinction is that the title is protected in
one, and the practice is protected in the other, he said.

REPRESENTATI VE JOSEPHSON answered that appraisers did not have

any |icense. He asked whether any other professions are
unr egul at ed.
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MR. HABECER said sone bills before the legislature discuss new
| icensing professions. For exanple, he understood an effort was
bei ng made to |icense phl ebotom sts.

4:00: 38 PM

MARTY HESTER, Acting Drector, D vision of Insurance (DPl),
Departnment of Commerce, DCCED, reviewed the organization chart.
He said the Division of Insurance's mssion is to regulate the
i nsurance industry to protect Al askan consuners [slide 11]. Two
core themes offer consuners this protection. It protects
consuners through an effectively regulated insurance market and
protects Alaska's consuners by regulating the insurance
mar ket pl ace to pronote a healthy conpetitive marketpl ace. The
division strives to keep a bal ance between the two, he said.

4:02: 00 PM

MR. HESTER explained that the division nust have the products
of fered by insurance conpanies for consuners. I f the division
fails to do so, the consuners are ultimtely not protected. He
poi nted out that DO has 54 positions, with 21 in Anchorage and

33 in Juneau [slide 11]. The division consists of six sections.
The licensing section oversees current |icensing statutory
requi renments and oversees training, ethics, selling, continuing
education, and licensing renewals. The consuner services
section provides direct contact with Alaskan consuners. The
investigation section provides the first Iline in detecting

i nsurance fraud for conpani es and consuners. The fourth section
i ncludes the property/casualty actuaries, and the fifth section
are the life/health actuaries who approve rates and conduct
exans on insurance entities. Si xth, the financial exam nations
section conducts financial audits on the seven donesticated
i nsurance conpanies in Alaska and premum tax audits on any

conpany licensed to sell insurance in Al aska.

4:03: 39 PM

MR. HESTER hi ghlighted sone of the achievenents each section has
achieved in the last year. He began with the market conduct and
filing approval section that nonitors rates and forns [slide
12] . He characterized this as covering the normal products that

consuners are famliar wth, such as <car policies, hone
policies, and health policies, which are reviewed and approved
to ensure conformty with statutory standards. He reported that
this section reviewed 3,256 rate and form filings and
di sapproved 135.

HOUSE L&C COWM TTEE -12- February 7, 2014



4:04:31 PM

CHAI R OLSON asked whether the non-conpliance was property and
casualty or life and heal th insurance.

MR. HESTER answered property and casualty insurance.

MR. HESTER said that the |icensing section probably handles the

nost  vol une. Currently, over 45,316 |licensees operate in
Al aska, an increase of alnost 8 percent. O that, about 1,500
resident Al askans are agents or producers. The division
i npl enented new technology software devel oped by the National
Associ ation of |Insurance Conm ssioners. The system is called
st at e-based systenms and the division is in the second phase of
the rollout. The first phase primarily allows Ilicensees to
conduct their work with the state online. He said that 95

percent of the over 56,000 docunments processed |ast year was
conducted online, allowng agents and producers to conduct
busi ness from anywhere.

4:06: 01 PM

MR. HESTER discussed the financial exam nation and conpliance
process that helps ensure that businesses in Al aska are sol vent

[slide 13]. He reported that in 2012, $3.3 billion of total
premuns were witten in total premuns for both Ilines -
property and casualty, and life and health insurance. These

figures are down from $3.5 billion, which suggests that the
Al aska market is starting to enter a softer insurance nmarket
phase and neans prem uns go down and products go up. The rest
of the nation is facing a harder market w th higher prem um
rates while Alaska's rates are going down. One reason for this
is the availability of profits. He pointed out that those in
assigned risk pools for private autonobile insurance nunber |ess
than 50 and for commercial autonobile insurance is zero.

4:07:21 PM

REPRESENTATI VE SADDLER asked for clarification on the comrent
that "prem uns go down" and "products go up."

MR. HESTER answered that in a softer narket the premum rate
will go down as conpanies are trying to conpete for the prem um
dollars, for exanple, the dollars paid for insurance policies
for hones or cars. That the state is bringing in $3.3 versus $
3.5 billion and people are not in assigned risk pools suggests
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Al askans are getting the products they need at a better price
In response to a question, he answered that when insurance
conpani es conpete for prem um dollars, the conpanies will offer
consuners additional products.

CHAI R OLSON added it could nean broader coverage.

MR. HESTER agreed. He acknow edged that it is a significant
difference in one year. He siad that having |ower premuns wth
nore products available is good for consumers. The division is
determned to ensure that consumers have the products they want
and need at a price they can afford.

4:09: 34 PM

MR HESTER reported that the division collected over $65 nillion
in premum taxes, fees, and penalties |ast year. O that, $7.6
mllion is the division's request, and the remai ning goes in the

general fund. The division admtted 15 new insurance conpanies
to do business in Alaska, of which 3 were |ife and health and 12
were property and casualty insurance conpani es.

MR. HESTER di scussed narket conduct exam nations. He expl ai ned
that the division exam nes conpanies to ensure conpliance wth
the National Association of |Insurance Conm ssioners, which
requires that states only perform full-fledged market conduct
exam nations on those insurance conpanies that are donesticated
in their state. The division does not check each insurance
conpany's books each year since the insurance conpanies pay for
t hese conpliance exam nati ons. This limtation hel ps insurance
conpanies, and it streanmines the audit process. The division
conpleted six premum tax audits. He pointed out that 1,128
i nsurance conpanies are admtted to do business in Al aska and
the division has authority to performa premumtax audit at any
tinme. The financial examnation is the full-fledged market
conduct exam conducted on one of the donesticated conpanies;
however, two exans are pending. The 160 market regulatory
activities listed represent a "spot check™ on the insurers doing
busi ness in Al aska. If the division receives a series of
conplaints, the division will target the conpany and investigate
t he conpany for conpliance.

4:11:50 PM
MR. HESTER discussed the investigations and consumer services

sections [slide 14]. The investigation's section coll aborates
with local, state and federal entities across the state and
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country to investigate alleged fraudulent activities. The
division works with Wrkers' Conpensation and the Division of
Labor & Wbrkforce Devel opnent. Last year, the division opened
54 crimnal investigations and closed 77, of which 36 were from
prior years. The consuner services section responds to consuner
inquiries and policies and helps to assist the consuner wth

conpl ai nt s. This section opened and closed 238 conplaints,
which indicates that this section 1is very efficient in
responding to consunmer conplaints and issues. O the 238

conpl aints, the division had insurance conpanies refund $194, 648
to Al askan consumers in 2013.

4:13: 28 PM

REPRESENTATI VE SADDLER referred to the $194,000 in refunds. He
asked whether the division receives any paynent for the cost of
processi ng the refunds.

MR. HESTER answered that there is not any refund to the state.
He said that one of the division's mssions is to protect

Al askan consuners. He said that it is a contract between the
consuner and the insurance conpany, and it is the division's
duty to ensure enforcenent of insurance |aws. In response to a

guestion, he said the noney is refunded directly to the consuner
fromthe insurance conpany.

4:14: 38 PM

REPRESENTATI VE JOSEPHSON asked whether consumers pursue their
own appeal s.

MR. HESTER answered that consunmers can file a conplaint at any

time during the clains process. The division will review the
clainms docunents to investigate the conplaint. Further, the
consuner doesn't need to wait for a check or file the claim 30
days after the claim is closed. The consunmer can file the

conplaint while the claimis open.
4:15: 29 PM

REPRESENTATI VE JOSEPHSON asked whether the division needs
general fund nonies to operate.

MR. HESTER answered that the division is conpletely "receipts

based,” so the $65 mllion it generates in revenue covers its
operating costs.
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4:15:56 PM

REPRESENTATI VE JOSEPHSON asked for clarification on how the
revenue i s generated.

MR. HESTER answered that the state assesses various premum
taxes on insurers for insurance policies witten in Al aska. He
reiterated that insurers pay quarterly taxes of 2.7 percent on
any insurance premuns collected for insurance policies witten
in Al aska.

4:16: 23 PM

REPRESENTATI VE JOSEPHSON expressed concern about the phil osophy
behi nd sel f-fundi ng. He asked whether the division would feel
confortable requesting general fund operating funds from the
| egislature for division needs not net by incomng receipts. He
said it would be inmportant for governnent to know if the DA or
DCBPL had a dire energency arise. He recapped his concern by
asking whether the divisions wuld ask for general fund nonies
if the divisions assessed that wuser groups couldn't absorb
hi gher tax rates.

MR. HESTER offered his belief that the entire division has the
full support of Comm ssioner Bell. In the event the division
needed additional operating funds he would neke the request;
however, he couldn't think of any instance that it would be
necessary to do so.

CHAIR OLSON recalled that the division generates revenue at a
ratio of 9 to 1 in terns of its operating costs.

MR. HESTER agr eed.

CHAIR OLSON renmarked that the division is the third or fourth
| argest source of receipts deposited to the general fund after
oi | taxes.

MR. HESTER said that is correct.

4:19: 06 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:20 p. m
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