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HOUSE Bl LL NO. 346
“"An Act relating to corporations, including public benefit
corporations; and providing for an effective date."

- MOVED CSHB 346(L&C) OQUT OF COW TTEE

COW TTEE SUBSTI TUTE FOR SENATE BILL NO. 129(FIN)

"An Act extending the term nation date of the Board of Certified
Real Estate Appraisers; relating to real estate appraisers; and
providing for an effective date."

- MOVED CSSB 129(FIN) OUT OF COMM TTEE

SENATE BILL NO. 159

"An Act relating to air anbulance service providers, air
anbul ance nenbership agreenments, and regulation of air anbul ance
service providers and air anbul ance nenbershi p agreenents by the
di vision of insurance; and providing for an effective date."

- MOVED HCS SB 159(L&C) OQUT OF COW TTEE

SENATE BI LL NO. 145

"An Act relating to the Teachers' Retirenent System the
Judicial Retirenent System and the Public Enpl oyees' Retirenent
System for qualified mlitary service; relating to the
definition of 'veteran' for purposes of housing, eligibility for
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veterans' | oans, and preferences in state enploynent hiring; and
providing for an effective date."

- MOVED SB 145 OQUT OF COW TTEE

SENATE BI LL NO. 58

"An Act allowing an insurer to cancel an insurance policy if
property beconmes entirely abandoned and the abandonnent
i ncreases the hazard insured against."”

- MOVED SB 58 OQUT OF COW TTEE

COW TTEE SUBSTI TUTE FOR SENATE BI LL NO. 138(FIN) AM

"An Act relating to the purposes, powers, and duties of the
Al aska Gasline Devel oprent Corporation; relating to an in-state
natural gas pipeline, an Alaska |iquefied natural gas project,
and associated funds; requiring state agencies and other
entities to expedite reviews and actions related to natural gas
pi pelines and projects; relating to the authorities and duties
of the comm ssioner of natural resources relating to a North
Sl ope natural gas project, oil and gas and gas only |eases, and
royalty gas and other gas received by the state including gas
received as paynment for the production tax on gas; relating to
the tax on oil and gas production, on oil production, and on gas
production; relating to the duties of the conm ssioner of
revenue relating to a North Slope natural gas project and gas
received as paynent for t ax; relating to confidential
information and public record status of information provided to
or in the custody of the Departnent of Natural Resources and the
Department of Revenue; relating to apportionnent factors of the
Al aska Net Incone Tax Act; anending the definition of gross
value at the 'point of production' for gas for purposes of the
oil and gas production tax; clarifying that the exploration
incentive credit, the oil or gas producer education credit, and
the film production tax credit may not be taken against the gas
production tax paid in gas; relating to the oil or gas producer
education <credit; requesting the governor to establish an
interim advisory board to advise the governor on nunicipal
involvenent in a North Slope natural gas project; relating to
the devel opnent of a plan by the Alaska Energy Authority for
devel oping infrastructure to deliver affordable energy to areas
of the state that will not have direct access to a North Sl ope
natural gas pipeline and a recomendation of a funding source
for energy infrastructure developnment; establishing the Al aska
af fordabl e energy fund; requiring the comm ssioner of revenue to
develop a plan and suggest legislation for nunicipalities,
regional corporations, and residents of the state to acquire
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ownership interests in a North Slope natural gas pipeline
project; making conformng anmendnents; and providing for an
effective date."

- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: HB 346

SHORT TITLE: PUBLI C BENEFI T CORPORATI ON
SPONSOR('s): REPRESENTATI VE(s) SEATON

02/ 26/ 14 (H) READ THE FIRST TIME - REFERRALS
02/ 26/ 14 (H) L&C
04/ 11/ 14 (H) L&C AT 3:15 PM BARNES 124
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03/ 14/ 14 (S) VERSI ON: CSSB 129( FI N)

03/ 17/ 14 (H READ THE FI RST TI ME - REFERRALS
03/ 17/ 14 (H L&C, FIN
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Bl LL: SB 159
SHORT TITLE: Al R AMBULANCE SERVI CES
SPONSOR(s): STEDVAN
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04/ 04/ 13 (S) Heard & Hel d

04/ 04/ 13 (S) M NUTE( L&C)

02/ 04/ 14 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 04/ 14 (S) Heard & Hel d

02/ 04/ 14 (S) M NUTE( L&C)

02/ 06/ 14 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 06/ 14 (S) Moved SB 58 Qut of Committee

02/ 06/ 14 (S) M NUTE( L&C)

02/ 07/ 14 (S) L&C RPT 3DP 1NR

02/ 07/ 14 (S) DP: DUNLEAVY, STEDMAN, M CCl CHE
02/ 07/ 14 (S) NR. OLSON

02/ 19/ 14 (S) TRANSM TTED TO (H)
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REPRESENTATI VE PAUL SEATON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified as prinme sponsor of HB 346.

TANEEKA HANSEN, St aff

Represent ati ve Paul Seaton

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 346.

GORDON BLUE, Executive Director

Al aska Sust ai nabl e Fi sheries Trust (ASFT)

Sitka, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 346.

ERI K TRQJI AN, Director of Policy

B- Lab Benefit Corporation

New Yor k, New York

PCOSI TI ON STATEMENT: Testified during the discussion of HB 346.

NATALI E TEAL, Staff

Senat or Anna Fai rcl ough
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Juneau, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of the sponsor of SB
129, the LB&A Commttee, Chair, Senator Faircl ough.
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KRI'S CURTI S, Legislative Auditor

Legi slative Audit Division

Legi sl ative Agencies and Ofices

Juneau, Al aska

POSI TI ON STATEMENT: Testified and answered questions on SB 129.

CHRI STI E JAM ESON, St aff

Senator Bert Stednan

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of the prinme sponsor of
SB 159, Senator Bert Stednan.

KONRAD JACKSQN, St aff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Expl ai ned Anendnent 1 for SB 159, on behal f
of the House Labor and Commerce Standing Conmittee, Kurt d son,
Chair.

MARTY HESTER, Director

Di vision of Insurance (DA); Anchorage Ofice

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnment ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions on SB 159.

CURTI S THAYER, Comm ssi oner

Depart ment of Adm nistration (DOA)

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of SB 145.

ALI DA BUS, Staff

Senat or Denni s Egan

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Testified on behalf of the prinme sponsor of
SB 58, Senator Dennis Egan.
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ACTI ON NARRATI VE
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CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:21 p.m Representatives Herron
Josephson, Reinbold and O son were present at the call to order.
Representatives Saddler and Chenault arrived as the neeting was
i n progress.

HB 346- PUBLI C BENEFI T CORPORATI ON

3:21:33 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 346, "An Act relating to corporations, including
public benefit corporations; and providing for an effective
date."

3:.22:21 PM

REPRESENTATI VE REI NBOLD noved to adopt the proposed committee
substitute (CS) for HB 346, |abeled 28-LS1433\0O, Bannister,
3/ 19/ 14, as the working docunent.

CHAI R OLSON obj ected for the purpose of discussion.

3:22:32 PM

REPRESENTATI VE PAUL SEATON, Alaska State Legislature, stated

that HB 346 expands the options for Alaskan entrepreneurs and
investors by placing a new type of corporate entity, the benefit

corporations also known as B-Corps, in Al aska statute. The
existing corporate structures in Alaska, the GC-corporations,
provi de nunerous benefits and jobs; however, the benefit

corporation is a for-profit corporation which incorporates
public benefits and community inprovenent into its business
practices, no matter the principal service or product provided.

REPRESENTATI VE  SEATON stated that current corporate |aw
generally requires a corporation to consider the financial
inpact to their shareholders as the top priority when making
deci si ons. He summarized the ruling in a Mchigan court
deci sion, Dodge v. Ford Motor Co., 170 NNW 668 (Mch. 1919), as
indicating that a business corporation is organized and carried
on primarily for the profit of the stockholders. The powers of
the directors are to be enployed to that end. The discretion of
directors is exercised in the choice of the neans to attain that
end and does not extend to change in the end itself, to the
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reduction of profits, or to the non-distribution of profits
anong st ockhol ders in order to devote themto other purposes.

REPRESENTATI VE SEATON expl ained that the goal of C-corporations
is exclusively to make noney for sharehol ders. Wiile there is
nothing wong wth that goal an instance may arise in which a
corporation chooses to have other goal s. Thus these
corporations may be legally liable to shareholder |awsuits since
the community involvenent nust have sone nexus to corporate
profit. Under the benefit corporate structure, owners and
boards have the freedom to take actions which positively inpact
their conmunities without fear of violating a fiduciary duty.

3:26:59 PM

REPRESENTATI VE  SEATON explained HB 346 will give these
corporations nore flexibility in deciding how to run the
busi nesses and will bring Alaska a slice of the $3.7 trillion
invested nationwide in socially-responsible funds. Benefit
corporations are fornmed voluntarily and have the same tax status
of any other for-profit corporation. Thus the corporation

woul dn't gain any tax advantage in electing a "B-Corp" status
The benefit corporations can participate in tax credits but only
to the extent that other corporations can elect to do so.

REPRESENTATI VE SEATON reported that 23 other states have passed
benefit corporation legislation with Wst Virginia, Uah, and
Nebraska just this year. He acknow edged this bill is not based
on nodel legislation, but he did pull information from severa

other states since simlarity in statutes nake it easier for
investors to attract investnent in Al aska. Over 550 benefit
corporations have incorporated in the US., including Ben &
Jerry’s, Patagonia, Rasnussen College, Epic Coffee, and King
Arthur Flour Conpany - Anerica’ s ol dest flour conpany. Each of
these conpanies wrks to benefit the public and their
communities in the way that matters nost to them

REPRESENTATI VE SEATON rel ated that HB 346 al so includes neasures
to ensure accountability and transparency so a Dbenefit
corporation wll additionally create and publish an annual
benefit report describing how the conpany has pursued the
general public Dbenefit. This report allows sharehol ders,
investors, and the public to confidently invest in benefit
corporations that share their val ues. He summarized that the
goal of HB 346 is to give businesses nore flexibility and
control over their decisions and to provide private investors
with a clear social investnent option.
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3:27:50 PM

REPRESENTATI VE JOSEPHSON related he has invested in a conpany
and the investors knew that the returns may be |ess than other
i nvest nments. He asked whether that 1is how shareholders
approached this and if they anticipated earning |ess while doing
sonet hi ng good.

REPRESENTATI VE SEATON answered yes; the sharehol ders know what
the specific benefit the board of directors has voted on so
peopl e investing in the B-Corps generally share the sane kind of
phil osophy, that it isn't just about maxim zing dollars, but
sharing the public benefit goal, whether it is education or
research or sone other specified goal

3:29: 00 PM

REPRESENTATI VE JOSEPHSON asked whether any discussion of the
treatment of workers in third world countries has been
consi der ed. He recalled a big debate about O d Navy, Gap, and
ot her stores. He further recalled an explanation after a fire
about why the U S. pays so little for its clothing.

REPRESENTATI VE SEATON answered that there can be, depending on
what public benefit is selected by the corporation, such as
whether it is nore local farm jobs instead of cheaper grocery
costs. That would be a benefit adopted in a particular
corporation and people could invest in that corporation since
they want to pronote |ocal foods and jobs although it would be
cheaper to buy and have them shipped in. It's nore difficult in
a typical "C corporation” structure since it is not a fiduciary
choice and the board of director's goal is to maximze profits.
The "B Corp" structure allows those types of benefits to be
sel ected as one of the criteria being use.

3:31: 07 PM

TANEEKA HANSEN, Staff, Representative Paul Seaton, Alaska State
Legi slature, added that there are two parts to the benefit
corporations, the general public benefit purpose and the
specific purpose. She referred to page 4 of HB 346, which lists
the things the board of directors nust consider, one of which is
the community and societal factors including the interests of
each community in which the offices or facilities of the benefit
corporations, subsidiaries, or suppliers are |ocated. She said
that the specifics nentioned are considered by the benefit
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corporations and the third party standards used for the annual
report will have questions relating to the purposes.

3:32:12 PM

REPRESENTATI VE SADDLER asked whether the benefit corporation
structure is aimed at existing corporations or if new
corporations would take this form

REPRESENTATI VE SEATON said that it could be either. He noted a
nunber of businesses exist that may want to do sonething locally
but don't want to violate their primary duty of naximzing
sharehol der profits. This would allow the corporation, by a
two-thirds vote, to becone a benefit corporation and establish
specific benefits, which is publicized. People can invest based
on that but it also allows the flexibility for new corporations
as well, including small tour conpanies that hire |ocals that
give flavor to the ethnic tours.

3:33:32 PM

REPRESENTATI VE SADDLER asked whether this is primarily focused
at publically traded conpanies. He asked how many businesses in
Al aska are publically traded. He further asked if this is
related to smaller corporations, as well.

REPRESENTATI VE  SEATON answered that it could be smaller
corporations and the D vision of Corporations, Business &
Pr of essi onal Licensing could address the nunber of corporations.

CHAIR OLSON renobved his objection. [ Version O was before the
commttee as the working docunent].

3:34: 33 PM

GORDON BLUE, Executive Director, Alaska Sustainable Fisheries
Trust (ASFT), testified in support of HB 346. He expl ai ned that
the ASFT's mission is to increase the retention of benefits of
the fisheries in the @lf of Alaska community. He reported
three projects. First, this project is nodeled on conmunity-
supported agriculture called Al askan Zone. It is a community-
supported fishery project in which |ocal fishermen and
processors produce product subsequently sold to |ocal consuners.
He explained that it is primarily an educational venture, but it
al so produces small net proceeds shared back to a second
project, which is a conmmunity fisheries conservation network.
The network is a collaboration of scientists and fishernen who
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work to solve sone of the fishery problens, including reduction
of unwanted bycatch. Third, the ASFT is working to |aunch
anot her project: the Local Fish Fund. The Local Fish Fund was
designed to try to increase the retention of the fishery quota
in the halibut/sablefish fisheries in the @lf of Al aska
communi ties. There have been several attenpts in financing
mechani sms and this is a further articulation on that to try to
bring some success to it since quota is being lost to the
outside. He related the essence is that the aforenentioned fund
will provide a vehicle for fishermen who are about to retire
fromthe fishery to make an inter-generational transfer of quota
to a new fisherman who has nade a commitnment to stay in the
community. This process is conplicated by the halibut/sablefish
regul ations so the ASFT has worked with attorneys to construct
an arrangenment to acconplish this. The ASFT has created a
subsidiary of a nonprofit, Local Fish LLC. The LLC s agreenent
allows the ASFT to balance the interest of participants, which
i nclude fisherman about to retire who would like to sign their
guota over on a tinme contract and those fishermen who would |ike
to purchase the quota. It would provide financing to pay the
t axes generated by that transaction.

3:37:54 PM

MR. BLUE related that the agreenment works legally, but it is
very conplicated; however, over tinme if it increases the size of
business it wll provide inprovenents to the social benefits.
He explained that it has becone difficult to admnister the LLC
nmenbership interests and to descri be accurately and identify the
specific interests. Thus the benefits corporation would suit
the ASFT admrably and would allow the organization to use the
corporate stock structure to keep a clear statenent of the
interests of the participants that is easy to transfer and
understand, yet would allow them to <continue the public
benefits. He referred to the addendum in the final part of the
bill. The savings would benefit the corporation and the entire
community. He expressed strong support for HB 346.

3:39:31 PM

ERIK TRQJIAN, Director of Policy, B-Lab Benefit Corporation,
| auded the sponsor's description of the benefit corporations.
He stated that 23 states have passed bills in the past few
years, and currently 550 benefit corporations have been forned.
The key thing to consider is that the purpose of a benefit
corporation is to deregulate the purpose of a corporation. He
reiterated Representative Seaton's conparison between a "C
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corporation” and a benefit corporation or "B Corporation."” He
explained that iif a corporation can only do one thing it
inhibits the free market from truly acting as a free market.
Opening this up will allow entrepreneurs to discover new and
i nnovative ways of running a conpany. This can lead to new ways
of thinking about how a conpany is run. He referred to M.
Blue's testinony, with respect to the LLCs, who raised a good
poi nt . An LLC is based on contract law, which is not a good
vessel for multiple sharehol ders. If a corporation chooses to
go public - although none of the B corps are - and has a socia
m ssion the corporation nust deviate from that mssion to bring
in investors or growh wll becone stagnant. There are $3.7
trillion of social inpact investnent funds in the narketplace
that is being targeted towards conpanies |ike this. He offered
his belief that by opening this up it sets the stage for
investors and entrepreneurs to operate. Not only is it a great
way to protect directors, but it is a great vehicle to protect
shar ehol ders. He related a scenario in which an individual
would invest in a conpany that has a social mssion, but the
corporation can deviate from the mssion since there isn't a
legally binding docunent. In fact, the purpose of the
corporation is to maximze profit, as previously stated, except
that his understanding was that the conpany would do sonething

else. This bill would fill that gap. He pointed out one other
key elenment is that this bill stays fairly consistent with the
nodel legislation, wth each state having its particular

nuances; however, the general concept is very consistent so it
will attract investors.

3:43: 42 PM

MR. TRQJI AN related that lastly the younger generation, and 80
percent of college graduates want to work for conpanies with a
m ssion that provides a neans to be connected to society and not
just having a job. He offered his belief this is another way to
keep the younger population in the state by expanding
opportunities for themto cone up with new innovative ideas. He
acknow edged that there is no tax benefit. In fact, sone states
such as South Carolina have seen this as a great opportunity for
busi nesses tying to alleviate problens in our society since tax
nmoni es cannot solve all the problenms so why not harness the
power of the free market to try to solve problens.

MR. TRQJI AN further stated that this bill does not dictate what
is good for society, but it is left up to the free market. For
exanple, it allows conpanies to bestow conservative or |iberal
values in the conpanies, as determned by the marketplace and
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the entrepreneur. He offered his belief that if they have a
good idea it will attract investors and consuners, but it is not
government dictating what is good for society and this bill
woul d provide the stage for themto operate.

3:45: 52 PM

REPRESENTATI VE HERRON asked for an exanple of how the state
woul d enforce these rights under the bill.

MR. TRQJI AN answered that the benefits corporations would be
enforced in the sane manner as traditional corporations enforce
its duties to maximze profits. He said it is enforced through
the sharehol ders and not governnent. The sanme principles are
taken here, which really allow a contractual agreenent theatre
statute that the shareholders and board can entertain, enforced
t hrough benefit enforcenent proceeding in which the sharehol ders
are the only ones with a private right of action. For exanpl e,
if a corporation wanted to consider a particular aspect of the
comunity that the people in comunity cannot sue them for not
nmeeting the goal, but the shareholder can do so or could elect
to add outside interests with a two-thirds vote to the private
right of action; however, it would be up to the conpany.

3:47:44 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 346.

REPRESENTATI VE JOSEPHSON remarked that this is good bill. He
offered his belief that the bill is well considered, plus he
liked the concept of deregulating corporations. He said he

hopes the committee will nove today.
3:48: 27 PM

REPRESENTATI VE HERRON noved to report the proposed comittee
substitute (CS) for HB 346, |abeled 28-LS1433\0O Banni ster,
3/19/14, out of commttee with individual recomendations and
t he acconpanying fiscal notes. There being no objection, CSHB
346(L&C) was reported fromthe House Labor and Comrerce Standing
Comm ttee.

The conmttee took an at-ease from3:48 p.m to 3:49 p.m

SB 129- REAL ESTATE APPRAI SERS
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3:49: 59 PM

CHAI R OLSON announced that the next order of business would be
CS FOR SENATE BILL NO 129(FIN), "An Act extending the
termnation date of the Board of Certified Real Est at e
Appraisers; relating to real estate appraisers; and providing
for an effective date."

3:50: 08 PM

NATALI E TEAL, Staff, Senator Anna Fairclough, Al aska State
Legi sl ature, explained the additional changes made to SB 129 in
the Senate version before the comittee, the commttee
substitute (CS) for SB 129 (FIN). The original version SB 129
was a sunset bill to extend the Board of Certified Real Estate
Appraisers for another four years; however, the Departnent of
Comrerce, Comrunity & Econom c Devel opnent (DCCED) approached
the conmttee with additional changes in order for the board to
remain in conpliance wth the federal requirements laid out in
the Dodd-Frank Wall Street Reform and Consuner Protection Act
(Dodd- Frank) that anends Title 11 of the Financial Institutions
Ref orm Recovery, and Enforcement Act of 1989.

3:51: 03 PM

MS. TEAL explained that Section 1 of the bill extends the board.
An audit conpleted last June by the Division of Legislative
Budget and Audit recommended that the board be extended until
June 30, 2018. This four-year extension is half of the eight
year maxi mum allowed in statute. The shortened extension period
is due to the projected increase in federally mandated
responsibilities over the next few years. The remai ni ng
sections are designed to bring the board into conpliance wth
t hose changes.

3:52: 24 PM

KRIS CURTIS, Legislative Auditor, Legislative Audit Division,
Legislative Agencies and Ofices, stated that the division
conducted a sunset audit on the Board of Certified Real Estate
Apprai sers and the report is dated June 2013. The purpose of
the audit was to examne whether the board was serving the
public's interest and if the termnation date should be

ext ended. Overall the division concluded that the board is
protecting the public's interest by effectively licensing and
regulating real estate appraisers. The audit [Audit Control

Nunber 08-20084-13] recomends the board's termination date be
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extended four years of the eight year maxinum and as M. Teal
explained, is in recognition of the increase in the board s
responsibilities nmandated by the federal governnent. She said
the division felt it was prudent to cone in earlier than the
ei ght years to examne the board and its responsibilities. The
audit report recommendations for operational inprovenents are
directed not to the board but to the D vision of Corporations,
Busi ness and Professional Licensing (DCBPL). One reconmendation
was to inprove admnistrative support to the board including
addressing investigative del ays. The second recomendati on was
directed to the DCBPL's director to continue inprovenents to the
i nvestigative case managenent system She related that the
board and the departnent agreed with the recomrendati ons.

3:54: 05 PM

REPRESENTATI VE JOSEPHSON referred to the second recomendation
and said his understanding is that this issue is a problem that
has been seen in a nunber of boards and conmi ssi ons.

M5. CURTIS stated that the second recomrendation is to inprove
adm nistrative support. She clarified that her earlier
testinmony pertained to inproving the investigative case
managenent, whi ch has been a division-w de issue.

3:55: 03 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on SB 129.

REPRESENTATI VE JOSEPHSON assuned the [appraisers] found this
accept abl e. He asked whether the conmttee has heard anything
ot herw se.

CHAI R OLSON answer ed no.

3:55: 54 PM

REPRESENTATI VE HERRON noved to report CSSB 129(FIN) out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSSB 129(FIN) was
reported fromthe House Labor and Commrerce Standing Commttee.

SB 159- Al R AMBULANCE SERVI CES

3:57:49 PM
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CHAI R CLSON announced that the next order of business would be
SENATE BILL NO 159, "An Act relating to air anbul ance service
providers, air anbulance nenbership agreenents, and regulation
of air anbul ance service providers and air anbul ance nenbership
agreenments by the division of insurance; and providing for an
effective date."

3:58:11 PM
CHRI STIE JAM ESON, Staff, Senator Bert Stedman, Al aska State

Legi sl ature, explained that passage of SB 129 would allow all
life-saving air nedical transport services to continue to offer

menbership prograns to Al askan residents. The purpose of a
menbership program is to cover all out-of-pocket expenses that
may not be covered by a primary payer. Foll owi ng an
organi zational restructure last year, in 2013, the Airlift
Nort hwest nenbership program was discontinued by the Al aska
Division of Insurance (DA). The division deened the nenbership

program was no |longer exenpt from insurance regulations.
Presently, the Airlift Northwest is allowed to honor existing
menber shi ps but cannot allow renewals to the program This bill
woul d exenpt all air anbulance services from the state's
i nsurance code thereby allowi ng continued nenbership prograns to
Al askans. Over 3,000 Al askan residents subscribe and benefit
from the nenbership program The Division of Elections said
that it does not anticipate that SB 159 will result in any
financial inpact to the division and it has a zero fiscal note.

3:59:35 PM

REPRESENTATI VE HERRON noved to adopt Anendnment 1, |abeled 28-
LS1359\ N. 1, Wall ace, 3/20/14, which read as foll ows:

Page 2, following line 28:
I nsert a new subsection to read:

"(c) Except as provided in this section, an air
anbul ance service provider or an air anbul ance
menbership agreenent that conplies with this chapter
is not otherwi se subject to this title."

There bei ng no objection, Amendnent 1 was adopt ed.
3:59: 56 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, stated that Amendnent 1 was brought forward by sone
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who wanted it to be clear that an air anbul ance provider is not
subject to Title 21.

4:01: 10 PM

REPRESENTATI VE JOSEPHSON understood that one nmain function of
the DA is to ensure that insurance is appropriately
underwitten and that the resource will be there for the insured
when the tinme cones. He asked if any concern exists or if
peopl e can be confident "the jet will cone when it is called.”

M5. JAM ESON expressed her confidence that the [air anbul ance
service] will respond when call ed.

CHAIR OLSON recalled the Airlift Northwest has been in business
since the late 1970s or early 1980s, so it has established a
track record.

4:02: 36 PM

REPRESENTATI VE JOSEPHSON asked whether there are any other
"carve outs" like this that aren't subject to the insurance
code. He didn't think this was a bad idea but was curious.

MARTY HESTER, Director, Division of Insurance (DO); Anchorage
Ofice, Depart ment of Conmer ce, Comuni ty & Econom ¢
Devel opnent, said different statutes deal with different 1ines
of insurance and have different regulations and stipulations on
those different lines of insurance. This would be a particular
"carve out" for the air anbul ance industry. He did not think it
woul d be an "apples to apples” conparison for a different line
or type of insurance would have the sane type of application.

4:03:44 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on SB 159.

REPRESENTATI VE SADDLER commented that the absence of questions
denonstrates that this bill was vetted in previous neetings. He
felt confident [about the bill.]

4:04: 02 PM

REPRESENTATI VE HERRON noved to report the CSSB 159, as anended,

out of conmttee wth individual recommendations and the
acconpanyi ng fiscal notes. There being no objection, the HCS
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CSSB 159(L&C) was reported from the House Labor and Commerce
St andi ng Comm ttee.

4:04: 23 PM
The commttee took an at-ease from4:04 p.m to 4:06 p. m

SB 145- VETS' RETI REMENT/ LOANS/ HOUSI NG EVMPLOYMENT

4:06: 20 PM

CHAI R CLSON announced that the next order of business would be
SENATE BILL NO 145, "An Act relating to the Teachers'
Retirement System the Judicial Retirenent System and the
Public Enployees’ Retirement System for qualified mlitary
service; relating to the definition of 'veteran' for purposes of
housing, eligibility for veterans' |loans, and preferences in
state enpl oynent hiring; and providing for an effective date."

4:06: 31 PM

CURTI S THAYER, Comm ssi oner, Departnment of Admi nistration

stated that this bill provides clean-up to statutes. First, he
cormented that the state has hiring preferences for veterans.
However, these statutes have not been updated since the Vietnam
War, so this bill would update the statutory definitions to the
federal definition to recognize veterans that have served in
mlitary conflicts such as the 1991 @lf War, Operation Iraqi

Freedom and any conflicts arising after Septenber 11, 2001, as

qualifying for the state's hiring preference. He noted that
veterans who apply for state service obtain a hiring preference
for having served. Additionally, the Al aska Housing Finance
Corporation (AHFC) Veterans' Housing Preference definition is
outdated and needs wupdating. These changes would bring the
AHFC s statutes in alignment with the federal definition used
for public housing and nortgage | oans. Finally, this bil

updates the provisions related to the Heroes Earnings Assistance
and Relief Tax Act of 2008 (HEART Act), which is a federal |aw
passed in 2008. Basically, this would require additional tax
and health benefits for enployees who are absent from state work
due to duty in the uniformed mlitary service. For exanpl e,
someone who serves in the mlitary reserve is called up to duty
and subsequently killed in the line of duty would have an
effective date of service coinciding with the day the person
|l eft state service. This nmeans the famly would be eligible for
any vesting the mlitary individual would have had for the
period of tine since they left state service through the tinme of
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mlitary service until his/her death. It would also allow them
to collect life insurance benefits. He pointed out that this is
a federal requirement and the state is currently out of
conpl i ance. He referred to an upcom ng audit due in 2015, and
this bill would clean up sone veterans' statutes and allow the
departnment to be conpliant by 2015.

4:09: 27 PM

CHAIR OLSON related two conmttee nenbers are veterans and have
t aken advant age of prograns.

REPRESENTATI VE JOSEPHSON asked for any costs to "back date" the
life insurance for veterans.

COWM SSI ONER THAYER answered that the departnent has a zero
fiscal note for all three provisions. He said that the state
was lucky that it did not have any state enployee who was called
up for duty and killed. He explained that actuaries review the
past to predict the future so currently the actuary's prediction
is zero. In further response to a question, he agreed the
departnment briefed the legislature earlier in the year on this.

4:10:59 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on SB 145.

REPRESENTATI VE HERRON noved to report SB 145 out of comittee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, SB 145 was reported from the
House Labor and Commrerce Standing Commttee.

The commttee took an at-ease from4:11 p.m to 4:13 p. m

SB 58- CANCEL | NS. ON CERTAI N ABANDONED PROPERTY

4:13:10 PM

CHAI R OLSON announced that the final order of business would be
SENATE BILL NO 58, "An Act allowing an insurer to cancel an
i nsurance policy if property becones entirely abandoned and the
abandonnent increases the hazard i nsured against."

4:13: 20 PM

HOUSE L&C COW TTEE -19- April 11, 2014



ALI DA BUS, Staff, Senator Dennis Egan, Al aska State Legislature,
stated that SB 58 clarifies that insurance can be cancell ed when
a property owner abandons the property, and thereby increases a
hazard covered by the insurance. He referred to AS 21. 36. 210,
which lists allowable reasons for cancelling personal insurance,
including a grossly negligent act by the insured that increases
a covered hazard and physical changes in the insured property
that result in the property becom ng uninsurable. As this
statute is currently witten, it is not clear whether these
reasons would include abandonnent of the property by the
i nsur ed. This is the reason the sponsor wants to clarify the
entire abandonnent cancel |l ati on of insurance.

M5. BUS said that honeowners insurance is underwitten based on

the property generally being occupied. An abandoned hone
greatly increases the risk of damage beyond what was
contenplated in the insurance contract, including damge caused
by vandalism broken water pipes, and fire. Cancel |l ation of

i nsurance when the property is abandoned is necessary to manage
i nsurance costs for all consuners.

M5. BUS related that SB 58 clarifies that insurance on property
that has been entirely abandoned can be cancelled in Al aska, as
it can in all other states.

4:14:59 PM

REPRESENTATI VE  JOSEPHSON asked how this statute defi nes
abandonnent .

M5. BUS answered that "entire abandonnent” neans the property is
no |onger occupied by the insured as defined by the policy and
does not have contents of substantial utility. Thus, if it is a
property that is owned by a "snowbird,"” the fact that they spend
their winters south is probably reflected in the policy.

CHAI R OLSON suggested it m ght be listed as seasonal use.

M5. BUS agr eed.

4:15: 50 PM

REPRESENTATI VE HERRON wondered if it creates a conundrum if the

person is paying the insurance how it could be considered
abandoned.
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M5. BUS clarified that the question is to identify what it means
to be abandoned. She suggested that perhaps the pipes are
overflowng or the property doesn't <contain any noveable
cont ent s.

CHAIR OLSON further suggested that perhaps no one is watching
the property.

REPRESENTATI VE HERRON pointed out that the custoner is paying
premuns for the insurance. He wondered if this bill would
allow the insurance conmpany to cancel the policy even if the
prem uns are bei ng paid.

M5. BUS offered her belief that the situation for the property
woul d have to be so bad that the insurance would still want to
cancel it. She acknow edged that if the insurance conpany
receives premuns it would not be in their interest to collect
the prem uns. QO herwi se, the insurance conpany could just
choose not to renew the policy, she said.

4:17: 38 PM

SHELDON W NTERS, Lobbyist and Counsel, State Farm I|nsurance,
expl ai ned how the bill canme about. He related that insurance
policies are witten and the premiuns are underwitten based on
certain assunptions and requirenents. A honmeowner's policy
assunmes that the home wll primarily be "nore or |ess”
mai nt ai ned and occupi ed. He recognized this wll differ from

person to person, noting some people don't perform much
mai nt enance and others are very attentive. However, wthin that
w de range, honeowners are placed in the sanme risk pool, which
provi des the key to answering Representative Herron's question
As long as the risk is acceptable and the honeowner has "nore or
| ess" been occupying the property, the honeowners are in the
sanme risk pool. Throughout the country there has not been any
di spute that when property becones abandoned, those risks becone
so great that they weren't contenplated in the insurance policy
and the property should not be in the same risk pool that

everyone participates in. For exanple, M. Bus alluded to
evi dence of vandalism or abandonnment of a hone in Fairbanks in
winter, which likely neans the pipes will freeze and a flood or

fire results.
MR. WNTER pointed out that the problem is that the Al aska

statutes are not conpletely clear that insurance can be cancel ed
in those instances. He referred to page 1, which lists five
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reasons for canceling insurance prior to the renewal period. He
read as foll ows:

(4) discovery of a grossly negligent act or omssion
by the insured that substantially increase the hazards
i nsured agai nst;

(5) physical changes in the insured property that
result in the property becom ng uni nsurabl e;

MR. WNTER offered his belief that this |language is pretty broad
and vague. He said this statute is not nuch different than many
ot her states. Sonme other states sinply allow insurance
conpanies to cancel insurance if the hazard increases. Q hers
are nore specific and indicate that conpanies can cancel
insurance if the property becones abandoned or vacant; however
a definition for abandoned or vacant is not given. He
enphasized that in all states when the property has becone
abandoned, State Farm |nsurance, who provide insurance in all
states, has never had a problem with the divisions of insurance
by canceli ng. He said that the question was raised in Al aska
when the state reviewed its policy for consistency in |anguage
and reviewed Alaska's statutes with the Division of |Insurance
(DA) and whether existing statutes would allow for cancellation
of insurance on abandoned property. The division responded that
Al aska's statutes were not conpletely clear and taking a strict
view that the answer would be no. The conpany felt that a
situation could arise in which soneone wal ks out and abandons
the property and State Farm coul dn't cancel the insurance.

4:22:04 PM

MR. WNTERS said the reason this is so inportant during the
mdterm of the policy is that the premum has been paid and
[once canceled] will be returned to the consuner; however, the
i nsurance conpany wants to renove the at-risk property from the
ri sk pool since sonething drastic could happen.

MR. WNTERS offered to point out practical protections in the
statute, but enphasized two things. First, the insurance agent
is in business to sell insurance, which is their product. I t
doesn't make sense that they would cancel insurance since the
i nsurance prem um has been paid and return the prem um unless

sonmething drastic has happened. Second, the local agent
probably provides the custoners their auto insurance and life
i nsur ance. Therefore, the agent will not want to |ose these
pol i cyhol ders as custoners. From a practical standpoint, the
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agent will try to reach out and figure out what is happeni ng and
if the hone is truly abandoned. Secondly, the policy termis
for one year and at the end of the period can choose to not
renew the policy and not rely on the aforenentioned statutory
cancel l ati on policy. For exanple, if a situation arises in the
10th or 11th nonth of the policy and it becones clear the
property has been abandoned, the insurance conpany could choose
to not renew the policy. He clarified that what 1is under
di scussion is an eight or nine-nonth period of time in which
sonmething really drastic has happened and the insurance conpany
wants to cancel the policy and renove the house out of the risk
pool. Turning to the proposed bill, SB 58, State Farm | nsurance
worked with the DO, the industry, and stakehol ders, including
the realtors who wanted sone "sideboards" on this.

MR. W NTERS suggested this bill was likely the nost restrictive
in the country. Basically, this bill wuld require entire
abandonnent . First, to be considered abandoned the property
cannot be occupied by the insured as defined in the policy.
This language was inserted to address the seasonal hone or

recreational hone. He clarified that a person with a cabin
policy is assuned to not be occupying it nost of the tine.
Thus, the insurance conpany wll not cancel the policy because
the cabin is not being occupied. Additionally, it cannot have

contents of substantial utility. He enphasi zed that he was not
aware of any other state statute that includes both of these
requirenents to neet the test of determning whether the
property is abandoned. This language was put in to basically
identify that not only is it not occupied, but the furniture has
been renoved, and nothing exists that could be utilized by the

typi cal homeowner. At that point the insurance conpany mnust
provide a 30-day witten cancellation notice, as required by
exi sting statute. Additionally, the statutes require that the

insurer nmust provide witten notice to any |ender of record.
Even if the aforenentioned notices occur, the owner, agent, or
real estate agent, or personal representative can inform the
i nsurance conpany that a nistake has been nade and the property
is not abandoned property, that reasonable nmaintenance and
monitoring is wunderway to assure that the property 1is not
abandoned. Finally, he could not think of any situation in
whi ch a property could be inproperly canceled. He has not heard
anyone voice concern; however, he assured nenbers that the DO
has oversight over all of this and if "some rogue" reason
exi sted the division could step in. He thanked the sponsor for
this effort, which has taken several years and the concept has
gone through four or five legislative commttees. I n cl osing,
he said the conpany would Iike to see the bill nove al ong.
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4:27:14 PM

REPRESENTATI VE JOSEPHSON remarked that the bill seenmed to be
witten tightly. He asked how State Farm Insurance treats
policies in the event soneone has died and their heirs are in
the process of selling the property.

MR. W NTERS answered that the agent alnost assuredly would know
what has been happening and wuld talk to the persona
representative.

4:28:09 PM

REPRESENTATI VE SADDLER referred to page 2, line 6, which read
"entire abandonnment of the property that increases a hazard

insured against; ...." He asked whether he could think of any
type of entire abandonnment that would not increase a hazard
i nsured agai nst. He suggested that honmeowner's coverage covers

al nost everything. He wondered what it m ght not cover.

MR. W NTERS answered that he was right; however, the intent was
to nmake this as restrictive as possible to satisfy everyone.
This bill includes the provisions |isted.

4:29:15 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on SB 58.

REPRESENTATI VE HERRON nobved to report SB 58 out of commttee
with individual recomendations and the acconpanying fiscal
not e. There being no objection, SB 58 was reported from the
House Labor and Commerce Standing Commttee.

4:29:42 PM
ADJ OURNNMENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:29 p. m
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