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CHAIR MKE DUNLEAVY called the Senate Labor and Commerce
Standing Conmittee neeting to order at 3:34 p.m Present at the
call to order were Senators M cciche, A son, and Chair Dunl eavy.

HB 32- LI NES OF BUSI NESS ON BUSI NESS LI CENSE

3:35:35 PM

CHAI R DUNLEAVY announced the consideration of HB 32. "An Act
providing for the issuance of one business license for multiple
lines of business; and providing for reissuance of a business
license to nmake a change on the license.” This was the first
hearing. [CSHB 32(FIN) was before the conmttee.]

3:35:51 PM

REPRESENTATIVE M A COSTELLO, Alaska State Legislature Juneau,
Al aska, introduced HB 32 speaking as sponsor. She expl ai ned that
the bill would allow people who apply for business licenses to
consolidate multiple lines of business in the license. It would
also allow a person applying for a license to nmake a change on
their application. She deferred further explanation to M.
Qui nchar d.

CHARLES GUI NCHARD, Staff, Representative Costello, provided a
sectional analysis of HB 32.

Section 1 amends AS 43.70.020(a)(2). Additional |anguage is
inserted to establish that just the primary and secondary line

of business wll be listed on the license. The person may have
mul ti ple other businesses on that |icense and those wll show
onl i ne.

Section 2 adds a new subsection (f) to AS 43.70.020. It states
that the departnent wll prepare a new application form that
allows an applicant to list nmultiple lines of business on one
i cense.

Section 3 adds new subsections (e) and (f) to AS 43.70.030.
Subsection (e) states that a license holder may request a new
business |icense wthout paying additional fees to correct a
department error or within 30 days of issuance to make a change
to the license. Subsection (f) states that the expiration date
of a license issued under (e) is the sane as the expiration date
of the original |icense.

Section 4 adds a new paragraph (5) to AS 43.70.110. It defines
the neaning of the term"line of business."”
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Section 5 refers to the effective date and provides transition
| anguage.

3:39:43 PM
SENATOR M CCl CHE asked how often a business license is renewed
and what it costs.

MR. GUI NCHARD said that |icenses are biannual and they cost $100
every two years. The fiscal note reflects an $8,500 one-tine
cost to the Departnment of Commerce, Community and Econonic
Devel opnent (DCCED) to wupdate the database and an estimted
$37,500 decrease in revenue because of potential license
consol i dati ons.

CHAI R DUNLEAVY asked if there is any other inpact on the fisca
not e.

MR. GUI NCHARD replied not to his know edge.

SARA CHAMBERS, Director, Division of Corporations, Business and
Prof essi onal Licensing, Departnent of Comerce, Conmunity and
Econom ¢ Devel opnent (DCCED), introduced herself.

CHAI R DUNLEAVY asked her perspective of the fiscal note.

M5. CHAMBERS agreed with M. Q@uinchard's representation. She
noted that while there's an estimated $37,500 decrease in
revenue to an estinmated 750 |icense consolidations, the cost of
t he business license would remain at $50. 00 per year.

CHAI R DUNLEAVY opened public testinony.

3:43:09 PM

PEGGYANN MCCONNOCHI E, representing herself, Juneau, Al aska, said
she has a real estate license and also teaches real estate so
she has to buy two business licenses every year, and it's a
har dshi p. She urged the conmittee to pass the bill as a neasure
that will help small businesses throughout Al aska.

CHAI R DUNLEAVY announced he would hold HB 32 for further
consi deration. Public testinony was open.

3:44: 27 PM
At Ease

HB 276- MOTOR VEHI CLE DEALER EMPLOYEES
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3:45: 03 PM

CHAI R DUNLEAVY reconvened the neeting and announced the
consideration of HB 276. "An Act nmaking the Al aska Wage and Hour
Act inapplicable to certain enployees of notor vehicle dealers;

and providing for an effective date.” This was the first
heari ng.

3:45:11 PM

REPRESENTATI VE STEVE THOMPSON, Al aska State Legislature, Juneau,
Al aska, sponsor of HB 276 introduced the bill paraphrasing the

foll ow ng sponsor statenent: [Original punctuation provided.]

House Bill 276 clarifies that auto sal espersons and
service witers are exenpt from Alaska’ s M ni num Wage
and Hour Act. These individuals are paid on a
comm ssion basis and are not and have never been
hourly enpl oyees.

HB 276 is a result of confusion caused by previous
regul ations fromthe Departnent of Labor and Workforce
Devel opnent that defined straight commssion as “a
fi xed percentage of each dollar of sales an enployee

makes.” This becane interpreted as neaning the
comm ssion mnust be applied to the gross anmount of a
sal e.

Wiile that interpretation mght be appropriate for
some conm ssion sales, it is neither appropriate nor
customary for auto sales. The prine reason is that the
auto dealer nust pay for the vehicle first out of the
sale price. Advertising laws prevent an *“add-on”
charge to an advertised sale price to accommpbdate a
comm ssion. Thus, is the net of a sale is 3% of the
gross, the dealer cannot pay a conmi ssion of 5% This
legislation allows for auto dealers’ common practice
of using a net anobunt against which the conmmission is
appl i ed.

The Departnent of Labor and Workforce Devel opnent did
anend its regulations and has been extrenely hel pful
working with the Al aska Auto Dealers Association on
this issue. However, as a result of litigation and
with the advice of |egal counsel, we believe that it
I's necessary to seek final clarification in statute.

3:47:16 PM
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JANE PIERSON, Staff, Representative Thonpson, Alaska State
Legi sl ature, Juneau, Al aska, provided a sectional review of HB
276.

Section 1 anends AS 23.10.055(a). It exenpts from the m ninum
wage act auto service witers, individuals who arrange financing
for notor vehicle sales and individuals who solicit, sell,
| ease, or exchange notor vehicles.

Section 2 adds a new subsection (d) to AS 23.10.055 to define
"l ease,” "notor vehicle,” and "notor vehicle dealer."”

CHAI R DUNLEAVY asked if there is a fiscal inpact.
M5. PI ERSON sai d no.

SENATOR OLSON asked if the Ford dealer in Fairbanks has a
position on the bill.

REPRESENTATI VE THOMPSON replied that he didn't have direct
communi cation with that dealership, but the forner Senator has
not opposed the | egislation.

3:49: 24 PM

STEVE ALLWYNE, Board Menber, Al aska Auto Dealers Association,
stated that he knows the fornmer Senator personally and can
assure the conmmittee that he does not object to the bill.

SENATOR CLSON asked if anybody has problens with the bill.
MR. ALLWNE said he wasn't aware of any probl ens.

CHAI R DUNLEAVY announced that he would hold HB 276 in conmttee
for further consideration. Public testinony was open.

3:50: 21 PM
At Ease

HB 234- EXTEND REGULATORY COWM SSI ON OF ALASKA

3:50: 56 PM

CHAIR DUNLEAVY reconvened the neeting and announced the
consideration of HB 234. "An Act extending the term nation date
of the Regulatory Comm ssion of Alaska; and providing for an
effective date.”" This was the first hearing.

3:51:12 PM
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REPRESENTATI VE M KE HAWKER Al aska State Legislature, Juneau,
Al aska, as joint prime sponsor, stated that HB 234 extends the
termnation date of the Regulatory Conm ssion of Al aska (RCA
from June 30, 2014 to June 30, 2022. The Legislative Budget and
Audit Agency conducted an audit and recommended the eight-year
reaut hori zation consistent with the findings that the agency has
been operating in an efficient and effective manner. He pointed
out that the appendixes to the audit include ratings by the
st akehol ders that denonstrate overwhel m ng support for how well
the agency is functioning. The analysis on page 31 of the audit
shows that the regulatory cost charges are sufficient to support
the RCA' s operations. He concluded that what the RCA needs nore
than anything else is long termfuture stability and that is the
reason for the recommendation for an ei ght-year extension.

CHAI R DUNLEAVY asked if the fiscal note has changed.

REPRESENTATI VE HAWKER explained that it's the original fisca

note that shows receipts, primarily from regulatory cost
charges, of about $9 mllion per year. The other charges are I/A
and CIP receipts that are essentially fees for services.

3:53:46 PM

KRIS CURTIS, Legislative Auditor, Legislative Audit Division,
Legi sl ati ve Agencies and Ofices, Juneau, Al aska, reported that
the division conducted an audit of the RCA dated July 2013. The
purpose was to determ ne whether the conmm ssion was serving the
public's interest and whether its termnation date should be
extended. Overall, the audit concluded that the RCA is operating
in the public's interest and that the term nation date should be
extended for eight years, until June, 2022. She noted that the
audit includes two reconmendations, but neither inpacted the
recomrendati on for the extension.

The first recommendation is to a repeat of a prior audit
recoommendation for the RCA to inprove its case nanagenent
system The 2013 audit found there were still high error rates
in t he case managemnent system and again recommended
I nprovenents.

M5. CURTIS reported that the sunset audit also made a new
recommendation for the legislature to consider clarifying the
statutory tinmeline for rulemaking proceedings. The statutes
currently require the RCA to issue a final order on a rul emaking
docket no later than 730 days after a petition for a regulatory
change is filed or after the conm ssion issues an initiating
order for such proceedings. A provision in the statutes allows
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one 90-day extension for good cause, but prohibits the RCA from
termnating a proceeding in one docket and opening a proceeding
i n anot her docket on substantially the sane matter.

The audit found that on occasion the RCA has split rul emaking
proceedings into two dockets. First, the RCA will open a docket
to consider whether there is a need for regulation in an area of
concern or interest and then close it once public testinony and
comments are taken. If the record indicates a need for a
regulation, the RCA my open a second docket to consider
adopting the regulations. The audit found that this process
allows the RCA to take up to 4.5 years to conplete its
proceedi ngs, but the RCA nmanagenent has argued that including
clear intent |anguage in a docket's initiating order nakes the
process transparent and conplies wth statute. The auditors
confirmed that the RCA was including clear intent |anguage in
the docket, which provides transparency, but determ ned that
this was an issue for |legislative consideration because it
appears that this practice evades the statutory tinelines and
does not appear to serve the regulated community or the public's
interest. She restated the recommendation for the legislature to
consider clarifying the statute to ensure that the RCA conplies
with legislative intent when processing regul atory dockets.

3:57:20 PM
T.W PATCH, Commi ssioner and Chair, Regulatory Conmm ssion of
Al aska, Depar t ment of Commer ce, Community and  Economic

Devel opnment (DCCED), stated that it is the position of the
Commi ssion that it has earned the trust of the legislature, has
met its obligations, and should be extended for the eight-year
statutory maxi mum Conplying with prior |egislative guidance,
the RCA filed a report with the legislature on January 16, 2012
and promised a further report. That report outlined the process
to address concerns regarding the length of tinme it took for the
commi ssion to decide cases involving rate changes and certain
other matters. The comm ssion filed a second report on January
21, 2014 that docunented that the comm ssion had significantly
reduced the tinmeline for rate cases from 450 days to 300 days.
This was done w thout requesting any additional funding, staff,
or authority. Although it has stressed the agency and the
regul atory affairs and public advocacy section of the Departnent
of Law, the comm ssion is holding that tineline and wll do its
best to continue to hold that tineline. He warned that the
stresses may nmount as the RCA is being asked to undertake new
and conplex matters. He <cited work wth AGC, AOGCC, the
governor's Interior gas project, and the pending matters rel ated
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to transm ssion that nay come before the comm ssion in the near
future.

MR. PATCH addressed the audit report. The RCA concurs and has
taken steps to address the first recomendation that the Chair
of the RCA should inprove and enforce witten procedures. The
manual s have been updated and new manuals are being witten. He
expressed confidence that there would be neasurabl e enhancenent
in this area

SENATOR M CCICHE asked if there were serious data issues
associated with the business of the RCA or sinple errors that
were identified during the audit.

MR. PATCH replied the issues weren't quantified, but he doesn't
believe the commssion would have been faulted on sinple
transposition errors in their database.

CHAI R DUNLEAVY asked Ms. Curtis to quantify the errors.

4:02:59 PM

M5. CURTIS directed attention to page 11 of the audit and noted
that this is the fourth time this been before the |egislature.
It is a reoccurrence from the two prior audits of the annua
report and the prior sunset audit. The audit exam ned 26 of 261
tariff filings and 41 of 171 utility dockets and found error
rates of 27 percent in 20 percent of the respective sanple. Wen
the audit nentions error rates it is talking about information
| i ke open and cl ose dates included in the annual report. That is
the nature of the errors, she said.

SENATOR M CClI CHE asked if any of the errors were associated with
the calculation of tariffs.

M5. CURTIS replied the nature of the errors related to
descriptive information in an annual report as opposed to
anyt hing that woul d have affected a deci sion.

CHAI R DUNLEAVY asked who follows up on the corrective actions.

MS. CURTIS said the reconmendation was directed to the RCA Chair
who is responsible for ensuring it occurs.

SENATOR M CCI CHE summarized that the errors were clerical in
nat ur e.
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M5. CURTIS said nost likely the errors were data input and those
can be associated with a lack of procedures in entering the
data. These are things that can be addressed by adequate
training and procedures and a quality control procedure at the
commi ssion for continuous review to ensure that the information
i s being gathered and entered accurately, she said.

4:06:19 PM

MR. PATCH said the comnmssion is in the process of changing
policies and procedures to address the 2-3 day discrepancy
between the date on a letter or docunent that conmes to the
comm ssion and the date it is entered into the database. A
tariff filing that isn't addressed within 45 days is given the
force of law on day 45, so that two or three day difference has
a |l egal consequence in favor of the utility applicant. He agreed
with Ms. Curtis that it has taken the comm ssion sone tine to
address this issue, and noted that adopting electronic filing
neasures has helped in its resolution.

MR. PATCH asked the committee to consider the second audit
finding by review ng page 3 of his response to the audit because
it may affect another matter. He posed a hypothetical exanple to
illustrate how it m ght happen that the RCA would open a docket,
cl ose the docket to stay within the statutory tineline, and then
open a second docket 10 nonths to four years later on a
substantially simlar question. He stated that it is RCAs
belief that to open a docket to consider the need for a
regulation is entirely different than opening a docket to
consider a specific regulation and how it nay address a probl em
“In this case, | do not think her recommendation need concern
this legislature with respect to ny agency's sunset extension,"
M. Patch stated.

4:11: 28 PM
SENATOR OLSON asked how | ong he has been Chair of the RCA

MR. PATCH replied it will be three years on June 30, 2014.
SENATOR OLSON asked if he served on the RCA before that.

MR. PATCH relayed that he was appointed by Governor Parnell in
2010.

SENATOR OLSON asked how he nmanaged to reduce the tineline from
450 days to 300 days.
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MR. PATCH replied it was a matter of diligence, clear expression
of desire for a cooperative process, early neeting between the
RCA's admnistrative law judges and the parties to set
procedural schedules for discovery, careful enploynent of the
RCA assets, and honest and open conversation with parties in the
dockets regarding requests for additional tine.

SENATOR OLSON asked if anything was conpromised in the tine
reducti on.

MR. PATCH said he didn't believe anything was conprom sed.

SENATOR OLSON asked if he anticipates that the RCA will regul ate
t he gas pipeline.

MR. PATCH said the agency's engineering, pipeline, technical,
and legal staff is actively engaged in the process of getting
ahead of the ACGDC tariff issues. The RCA should be able to
decide a filing in a tinely fashion, he said.

4:16: 26 PM

SENATOR M CCICHE said he'd Iike to talk off the record about the
second reconmendati on, because the issue won't go away in future
audits if the discrepancy isn't resol ved.

MR. PATCH said the RCA has a solution that he believes is
acceptable to M. Curtis. The RCA adopted an additiona
information gathering "I" docket to receive and store
information. This docket has no statutory tineline. If there is
need for a regulation that addresses the concern in the "I"
docket the RCA could nove forward to an R docket, which is
subject to the tineline.

SENATOR M CClI CHE observed that one is an application process and
the second starts the 730 day tineline.

MR. PATCH agr eed.

CHAI R DUNLEAVY suggested that after the discussion he make a
statenent that his concerns have been addressed.

SENATOR M CCI CHE asked Ms. Curtis to coment on the proposed
sol uti on.

M5. CURTIS said the division's opinion is based on field work

and extensive work, and does not factor in what managenent m ght
do to address an audit recomendation. It's a mtter of
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appearing and being independent as auditors. She restated that
the recomendation is to the legislature to consider clarifying
the statute to address the issue. If the |egislature doesn't
take any action on this recommendation, she said she wll be
reluctant to pursue it again.

4:21:21 PM
CHAI R DUNLEAVY announced that he would hold HB 234 in conmttee
for further consideration. Public testinony was open.

4:21:59 PM

There being no further business to cone before the commttee,
Chair Dunl eavy adjourned the Senate Labor and Conmerce Conmittee
nmeeting at 4:21 p.m
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