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ACTI ON NARRATI VE
3:16:10 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Present at the call to
order were Representative Hughes, Tilton, Josephson, Kito and
A son. Representatives Colver and LeDoux arrived as the neeting
was i n progress.

OVERVI EW  DEPARTMENT OF COMMVERCE & ECONOM C DEVELOPMENT BY FRED
PARADY, ACTI NG COVM SSI ONER

3:16:51 PM

CHAI R OLSON announced that the only order of business would be
an overview by the Departnent of Commerce, Conmunity & Econom c
Devel opnment by Acting Conm ssi oner Parady.

3:17:11 PM

FRED PARADY, Acting Conm ssioner, Ofice of the Comm ssioner,
Department of  Commerce, Community & Econom c Devel opnent
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(DCCED), stated that Governor Wal ker has named the conm ssioner
desi gnee; however, he wll continue as acting conmm ssioner for
the next nonth to allow for noving tine. He wll remain in the
DCCED as the deputy conmm ssioner once Conm ssioner Designee
Chris H adick arrives, he said.

3:18: 39 PM

ACTI NG COW SSI ONER PARADY began his Power Poi nt overview of the
department by directing attention to a snapshot of the
departnment organization [slide 2]. The departnent consists of
six organi zations: Adm ni strative  Services, Banking &
Securities, Community & Regional Affairs, Corporations, Business
& Professional Licensing, Econom c Devel opnent, and |nsurance.
Seven corporate entities are housed in the organization: Al aska
Energy Authority, Al aska Gasline Devel opnment Corporation, Al aska
| ndustrial Devel opnent and Export Authority, Alaska Railroad
Corporation (ARRC), Alaska Seafood Marketing Institute (ASM),
Al coholic Beverage Control Board (ABC Board), and the Regul atory
Comm ssion of Alaska (RCA). He relayed that DCCED s staff is
conprised of 576 fulltine, one part-tine, and eight non-
per manent positions, excluding the ARRC, which is exenpt from
the [State Procurenent code and application of the Executive
Budget Act].

3:19:47 PM

REPRESENTATI VE COLVER asked for a geographic breakdown of the
576 staff.

ACTI NG COWM SSI ONER PARADY offered to provide them to the
conmittee.

3:20: 20 PM

ACTING COW SSI ONER  PARADY  answered t hat t he f undi ng
distribution is approximate 59 percent corporate and 41 percent
core funding [slide 3]. O the $127 nillion in corporate
funding, roughly $40 mllion is the Power Cost Equalization
Fund, he said. Thus, roughly one-third of the corporate entity
funds are Power Cost Equalization funds.

ACTI NG COW SSI ONER PARADY directed attention to the budget by
the core services the departnent provides [slide 4]. Consuner
protection at 17 percent economc growh at 29 percent, strong
communities at 14 percent, and affordable energy at 40 percent.
Agai n, within the affordable energy conponent . Thus
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approximately $41 mllion is for power cost equalization
di stributions, he said.

3:21:11 PM

ACTI NG COWM SSI ONER PARADY, turned to the Division of Economc
Devel opnent, Al aska Industrial Devel opnent and Export Authority,
and the Alaska Seafood Mirketing Institute, which essentially
constitute the economc engine that supports economc growh

exclusive of gasline issues [slide 5]. The Division of Econonmc
Devel opnent has issued 261 loans in 10 loan prograns totaling
$29 mllion, with 237 |loans issued fromthe Conmercial Fisheries

Revol ving Loan Fund [slide 6]. He reported that a $15 nmillion
annual contract for tourism marketing generated 800, 000
i nformation requests, 220,000 trips, and 700,000 visitors. The
| egislature appropriated $400,000 in capital funding for
econom ¢ devel opnent, which has been recommended to be noved to
the operating budget to nore accurately reflect the purpose of
t he funds. This fiscal year, the DCCED will need to absorb
those costs within the departnment due to the budget constraints,
he said, noting these funds essentially support economc
devel opnment outside of tourismand fisheries.

3:22:43 PM

ACTING COW SSI ONER PARADY related that the Alaska Maritine
| ndustrial support sector analysis provides details on the
repl acenent of the comercial fishing fleet. This sector
consi ders ways to enhance Al aska based shipyards, determ nes the
age of the fleet, the schedule for capital replacenent, and how
the state can support these activities. In response to
Representative Hughes, he clarified that $400,000 goes to
econonm ¢ devel opnent outside of tourism and fisheries, which
wll be transferred to the operating budget. He further
answered that the $400,000 provided funding for the report, in
coll aboration with the University of Al aska, on drones and
devel opnent and research on drones in the state. It also
provides funding for the annual Mnerals Comm ssion report to
the legislature and for other economic activities outside the
core of tourismand fisheries.

3:24: 09 PM
REPRESENTATI VE COLVER, referring to the third bullet on slide 6,

asked about source of funding for tourism marketing and the
al l ocation of those funds.
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ACTI NG COW SSI ONER PARADY answered that the |egislature created
the Alaska Tourism Marketing Board (ATMB) so the [ATIA] Al aska
Travel Industry Association is no |longer the direct recipient to
those funds. The newly constituted ATMB held its first neeting
in January 2015 and is the conduit for roughly $15 mllion in
gener al fund [ GF] appropriations to support the tourism
i ndustry.

3:24: 57 PM

ACTI NG COW SSI ONER PARADY reported that the Al aska Industrial
Devel opnent and Export Authority (AIDEA) is essentially the
"financing arm' of the state [slide 7]. AIDEA s FY 16 dividend
was declared at the last board neeting totaling $17.6 mllion
and AIDEA s assets total $1.4 billion. The AIDEA owns a variety
of entities, such as the road from Red Dog mne to the port.
Nearly $700 mllion in private sector investnment has been

| everaged by the investnent in Al DEA he related, wth
projections that these investnents will create or retain 1,500
construction jobs and over 1,000 permanent |jobs. The first

phase of the Miustang QG| Field devel opnent project has been
conpl eted and the board recently approved the second phase. The
board has been actively working on Governor Walker's new
directions on the Interior Energy project.

3:26: 09 PM

ACTI NG COW SSI ONER PARADY reported that the Al aska Seafood
Marketing Institute (ASM) has worked diligently to increase the
export value of fisheries, which has increased by 85 percent to
$3.2 billion in ten years [slide 8]. He directed attention to
the second bullet, noting the Marine Stewardship Council (MsQ),
a third-party procurenment organization, has been working
tirelessly to create a Responsible Fisheries Mnagenent [RFM
initiative and a State of Alaska "Certified as Responsible
Fi sheries" program \Wen the MSC certified the Russian pollock
industry, it dramatically decreased the value of Alaska's
pol | ock catch. Wth the RFM initiative, the state hopes to
reassure major supply chain procurenent entities, such as
VWal mart, of the sustainability of Alaska's fisheries wthout
relying on a third party wth an independent agenda. He
characterized this as providing an ongoing and substanti al
strategic interest to our fisheries industry. He reported that
the fisheries industry is the nunber one enployer in Al aska,
provi ding 63,100 jobs. This industry assesses itself wth a
voluntary fish tax based on .5 percent of ex-vessel value, which
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generates approximate $12 mllion of the operating funds for the
ASM .

3:27:28 PM

REPRESENTATI VE LEDOUX asked for further clarification on the
vol untary fish tax.

ACTI NG COW SSI ONER PARADY answered that the industry has
created an assessnent, currently set at .5, which can be up to
.6 of the ex-vessel value, which currently generates approxinate
$12 million in revenues.

REPRESENTATI VE LEDOUX asked whether the industry voted on it.

ACTI NG COWM SSI ONER PARADY was uncertain of the details of how
the fish tax was initially created, but offered to provide the
answer and statutory reference to the commttee.

3:28: 34 PM

ACTING COW SSI ONER PARADY directed attention to affordable
energy and a discussion of the Al aska Energy Authority (AEA) and
Al aska Gasline Devel opnent Corporation (AGDC) [slide 9]. He
related AEA's mission: to reduce the cost of energy in Al aska,
with a goal of 50 percent electrical generation by 2025 from

renewabl e energy sources; and the AGC s m ssion: to advance
the in-state natural gas pipeline. He reported that AEA has
di sbursed nearly $40 mllion through power cost equalization

grant paynents to 188 conmmunities in FY 14 with conpletion of 53
of 114 rural power system upgrades and funding 22 projects
t hrough the Enmerging Energy Technology Fund (EETF). He noted
many of these projects offer a conbination of diesel, wnd
power, and hybrid power supply systens for rural Al aska. He
projected the 2016 annual fuel savings from the Renewabl e Energy
Fund at 20 mllion gallons of diesel equivalent.

3:29:40 PM

REPRESENTATI VE COLVER asked what funding is available for energy
upgrades to the Energing Energy Technology Fund to conplete
additional projects this year.

ACTI NG COW SSI ONER PARADY offered to provide a spreadsheet of
those figures to the commttee.

3:30:16 PM
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ACTI NG COMM SSI ONER PARADY next directed attention to the Al aska
Gasl i ne Devel opnent Corporation (AGDC). The AGDC has worked to
establish its al i gnnent Wi th adm ni strative di rectives,
specifically to synchronize the timng of the AKLNG [Al aska
Liquefied Natural Gas] and ASAP [ Al aska Stand Al one Pipeline]
project [slide 11]. The ASAP class 3 cost estinmates were
prepared, with burner tip estimates for Fairbanks at $11.50-
$14.50 and in Anchorage at $11.50-%$14.50, noting these figures
are estimates (+/-) plus or mnus 20 percent. He offered that
the critical need for energy in the Interior remains a challenge
t oday.

3:30: 56 PM

REPRESENTATI VE LEDOUX asked for clarification on the term burner
tip estimte.

ACTI NG COW SSI ONER PARADY replied that the burner tip estinmate
is the full cost of delivering fuel to the burner tip, whether
it isinautility or a home.

CHAIR OLSON, in further response to Representative LeDoux,
interjected that it is the point where the gas is ignited.

ACTI NG COMM SSI ONER PARADY added it is the point where the pilot
light or gas ignition point is |ocated.

3:32: 05 PM

ACTI NG COW SSI ONER PARADY directed attention to the D vision of
Community and Regional Affairs (DCRA) [slides 12-13]. He said
on his first day of work in the departnment his staff referred
himto Article 10 Section 14 of the Al aska Constitution, which
states the departnment shall advise and assist |ocal governnents.
He appreciated having the mssion anchored in the Al aska
Constitution since it helps focus this division's work. Thi s
di vision delivers services to |local governnment, he said, having
pl aced substantial effort into capacity building and providing
techni cal assistance to over 200 conmunities this past year.
The Rural Uilities Business Advisor program assisted 147
communities and trained nearly 200 rural utility managers. This
represents the "nuts and bolts" of efforts to deliver power and

heat to rural Al aska. The Local Boundary Commission is also
| ocated within DCRA, and approved the Edna Bay incorporation,
creating Alaska's first new city in 10 years. The DCRA

distributed over $85 million to 307 comunities through revenue
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sharing, paynment in lieu of taxes (PILT), and other prograns, he
sai d.

ACTI NG COMM SSI ONER PARADY of fered that staff has worked hard to
becone cross-trained in order to deliver secondary information
and assistance to | ocal governnments. He enphasized that this is
an area of key personal interest to him in particular, as the
state nust consider how to reinvent governnment in the context of
the current fiscal crisis. He reported that the loca

government specialists (LGSs) in None, Kot zebue, Bet hel ,
DI lingham Fairbanks, Anchorage, and Juneau travel to many
rural comunities and when these LGSs are in a comunity, they
represent the tip of the state's spear. Not only should the
DCRA's staff handle bulk fuel loans and rural wutility business
assi stance, but they should be able to assist the public when
problens arise with PERS [Public Enployee Retirenment & Benefits]
arrearages or other state prograns. He could envision an LGS
sitting with a city manager placing a call to the appropriate
division to assist with any issue that confronts rural Al askans.

Cross training can carry that assistance forward since the rea

expenses and costs are incurred to travel to the comunities.

Thus the nore conpletely the departnment can arm the LGSs to
provide information on a range of activities across state
government, the better service the departnment can provide, he
sai d.

3:35:32 PM

REPRESENTATI VE COLVER asked whether there are any coll aborative
efforts or costs savings that can be achieved by having the DCRA
and AEA conbining their efforts to help rural Al askans and
t her eby avoi di ng duplication of services.

ACTING COW SSI ONER PARADY replied that the departnent is
currently reassessing the boundary between the agencies. At
this point AEA has handled bulk fuel tank projects and
repl acenent of tank farms and the DCCED has handl ed the bulk
fuel |oan program In fact, since the DCCED has a Bul k Fuel
Revol ving Loan Program the agency contacted 92 communities | ast
fall to assess whether their winter fuel supply was adequate.
He characterized the boundary between the DCRA and the AEA as
falling between being the capital budget and the operating
budget, but opportunities exist to nmore closely synergize the
t wo.

3:37: 06 PM
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LAWRENCE BLOOD, Acting Director, Dvision of Conmunity and
Regional Affairs (DCRA), Departnent of Comerce, Community &
Econom ¢ Devel opnent (DCCED), in response to Representative
Colver, added that the Rural Uility Advisor Program builds
managenent capacity in the communities and the concepts of
bui | di ng managenent capacity directly translates to the running
and operating of the bulk fuel facilities. He agreed the DCRA
| ocal government specialists (LGSs) work closely with AEA in the
managenent of the facilities.

3:37:59 PM

REPRESENTATI VE COLVER asked if he had any suggestions for
streamlining or efficiencies that can be wused to deliver
services and ways to better align and define services with the
end users.

MR. BLOOD answered that nothing inmediately conmes to mnd, but
the departnent iIs currently reviewwing ways to create
ef ficiencies. For exanple, the Bulk Fuel Loan program and Bul k
Fuel Bridge Loan prograns were consolidated under DCRA to gain
efficiencies with one staff admnistering both prograns. Thi s
also nmade it nore convenient for conmunities since they no
| onger nust apply for a bulk fuel |oan through AEA and be denied
prior to applying to the DCRA for a bridge |[oan. Now one
unbrella program exists and if a comunity doesn't qualify under
one program the departnent automatically considers the
application for the other program

3:39:44 PM

CHAI R OLSON asked whether any nonies are still being expended by
LUST, the Leaki ng Underground Storage Tank repl acement program

MR. BLOOD answered not that he was aware of any.

CHAIR OLSON noted the LUST program nay not currently be in use
but it provided a significant anount of funds 8-10 years ago to
repl ace worn out underground fuel tanks.

3:40: 20 PM

ACTI NG COWM SSI ONER PARADY directed attention to the Banking &
Securities Division's mssion: to protect consuners of
financial services, pronote safe and sound financial systens and
the Corporations, Business & Professional Licensing' s mssion:
to ensure conpetent professional and regulated comrercia
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services are available in Alaska [slide 14]. He highlighted

that the division issues 67,000 professional |icenses in Al aska
in 20 prograns with board oversight and for 20 prograns nmanaged
by the division. Last year the legislature also added

behavi oral anal ysts, massage therapists, and contractors to the
prograns regulated by the state. The division regul ates those
prof essions under the statutes as laid out by the |egislature
In rough terns, Alaska falls in the mddle of the pack for the
nunber of professions it regulates. The division also issues
50, 000 business |icenses. The departnent has made efforts to
enhance its information technology (IT) so as nuch as possible
can be done online.

ACTI NG COW SSI ONER PARADY reported the Division of Insurance's
mssion: to regulate the insurance industry to protect Al aska's
consuners, and the Alcoholic Beverage Control Board's (ABC
Board) m ssion: to protect the public from al cohol abuse by
enforcing state laws. The Regul atory Comm ssion of Al aska (RCA)
is charged with assuring viable utility and pipeline services
that provide just and reasonable rates to Al askans.

3:42: 27 PM

ACTI NG COW SSI ONER PARADY directed attention to the ABC Board.
In 2014, the division issued 1,847 active liquor |icenses, 987
catering permts, and 335 special events permits. Since the ABC
Board function noved to DCCED in FY 13, the departnment has
worked hard to increase its collaboration wth other agencies.
This nove was inportant since the ABC Board straddl es the divide
between a public safety perspective and a public health
per spective, he said. On the one hand the ABC Board oversees
the responsible regulation of the industry, but on the other
hand the state experiences unintended consequences or negative
social inplications of the industry, too, which neans the state
must balance the positive and negative inplications of the
al cohol i c beverage industry.

ACTI NG COW SSI ONER PARADY related that Cynthia Franklin, a
former nunicipal prosecutor, currently heads up the ABC Board.
She brings a prosecutorial background and a strong enphasis on
safety, but also has a keen awareness of social and health
i nplications. He anticipated a mpjor rewite of the alcohol
statutes will come before the legislature this session and a
wor ki ng group of 60-70 people has worked to craft a reasonable
conprom se spanning an 18-nonth tinme period. Further, issues
related to marijuana are ongoing in the discussion and will cone
before the various legislative conmttees to address, he said.
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3:44: 06 PM

REPRESENTATI VE COLVER asked whether the Title 4 rewite wll
change the statutory authority and laws related to the ABC
Boar d.

ACTI NG COW SSI ONER PARADY answer ed yes.

REPRESENTATI VE COLVER asked whether the legislature could add
some provisions to the aforenmentioned omibus act to inplenent
the marijuana initiative or if it could regulate the energing
i ndustry through another regulatory board or place it under the
purvi ew of the ABC Board.

ACTI NG COW SSI ONER PARADY answered yes; that those decisions
certainly fall under the |egislature's purview

CHAI R OLSON remarked that forner director, Shirley Cote, and the
new director share simlar backgrounds.

3:45:17 PM

ACTI NG COW SSI ONER PARADY directed attention to the Regul atory
Comm ssion of Alaska (RCA). The RCA has worked to inprove
processes to mnimze costs to ratepayers and conpanies; for
exanple, the RCA noved to online e-filing submttals for nmjor
power utilities. Thus, only one electronic copy nmnust be
subnmitted to the RCA instead of 10 paper copies. The RCA hopes
to extend e-filing options to smaller rural wutilities and
t el ephone conpanies, he said. The RCA also collaborates wth
the PCE [Power Cost Equalization] and the AEA [Al aska Energy
Authority] with the RCA performng calculations to ensure that
utilities neet the qualifications for the PCE, noting the first
500 kilowatt hours going into a residential household are
subsi di zed. The RCA continues to work to inprove services to
its consuners, he concl uded.

3:46: 36 PM

KEVIN ANSELM Director, Division of Banking and Securities,
Department of  Commerce, Community & Econom c Devel opnent
(DCCED), stated that every Al askan is touched in sone way by the
progranms the division adm nisters. She said consuners may use
securities, investnent advisors and brokers, obtain a nortgage,
or use a noney service to wire funds or exchange currency. In
addition, the division also regulates depository and non-
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depository institutions, including banks, credit unions, payday
| enders, premum finance conpanies, and one business industria
devel opment corporation. The Division of Banking and Securities
is the sole repository for ANCSA proxy filings, she said. She
provided statistics for the licensure, registration, charter and
exam nations the division conducts, such that the division
performed over 70 exam nations during FY 14 and oversees over
1,200 broker-dealers for 54 branch offices - noting one broker-
dealer is now domciled in Al aska. She reported that 756
i nvestment advisors are registered in Alaska in 31 offices in
Al aska, with over 85,000 sal espersons registered to the various
securities firms; however, only 890 firns are physically | ocated

in Al aska. In terns of securities registrations and filings,
over 5,500 nutual funds and 550 securities filings are avail able
in Al aska. She also reported that $13 mllion is generated

annual ly by securities registration and filing fees, which is a
substantial amount of noney - generated primarily from the Lower
48. The division accepted over 300 ANCSA proxy-related filings
and makes those publically available in the division' s offices,
she sai d.

3:49: 24 PM

M5. ANSELM reported as of the end of 2014, approxinmate 30 of 197
nortgage brokers licensed in Alaska, wth 37 of 185 branches
domciled in Alaska, and 61 of 1,389 nortgage |oan originators
licensed in Alaska are located in Al aska. The division also
oversees 360 delegates operating 66 noney service businesses,
with three businesses domciled in Al aska. Many of these noney
service businesses are seasonal and work in cruise ship ports,
primarily wiring funds, she said.

M5. ANSELM rel ated that the division exam nes three state banks,
three state holding conpanies, and a nutual savings bank
depository once every 18 nonths, in conjunction with federal
regul atory counterparts. In addition, the division also
oversees three trust conpanies, 27 insurance premum finance
conpani es, and 25 payday | oan entities, of which 20 are |ocated
in Al aska.

3:51:10 PM

REPRESENTATI VE LEDOUX, referring to the nmarijuana initiative
Al aska voters passed in Novenber, highlighted problens other
states, such as Colorado and Wshington, have experienced wth
| egal i zed nmarijuana. "The banks won't take the noney and it's
pretty hard to run a business out of paper bags," she said.
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Bank issues stem from marijuana use still being illegal under
federal law, with banks operating under federal banking |aws.
She assunmed the sane issues wll apply to federal banks in
Al aska, but wondered whether state banks in Alaska wll have
simlar problens.

M5. ANSELM answered yes; that the same problens exist for state
banks in Al aska because they are regulated by the sane federal
regul ati ons; however, the banking marketplace that serves firns
related to the energing nmarijuana industry has been noving
qui ckly. Sonme states and credit unions in Oregon and Washi ngton
have recently expressed a wllingness to provide banking
services to the industry. In fact, |ast week one bank in Oregon
was quoted in an Oregon newspaper as actively courting firnms in
Col orado involved in the marijuana business. The division has
been in close contact with federal agencies, including the
Federal Deposit Insurance Corporation (FDIC) and the Federal
Reserve Bank (FRB), to discuss options for Al aska' s banks as
well as for federal banks |ocated in Al aska. She offered to
keep the conmttee posted on changes and to review the financia
reporting regulations in nore detail at another tinmne.

3:53:31 PM

M5. ANSELM directed attention to slide 18, reporting that the
division collects over $13 mllion in fees and assessnents
annual | y. She highlighted changes within the division, such

that the division has been enbracing electronic filing for
certain securities and filings, which provides investors wth
real tinme information and reduces paper and postage costs for
the industry. In addition, the division has gone to electronic
filings for all of its nortgage |ending, applications, and other
required filings and will continue to expand these efforts.

M5. ANSELM reviewed outreach and enforcenment efforts, noting
exam ners participate in public neetings and forums wth other
government and non-profit partners [slide 18]. Further, the
division provides many resources for the public on its new
websi t e, making the website a destination for obtaining
financial infornmation. In the past vyear, the division has
worked closely with the Mnicipality of Anchorage (MJA) in
presenting information to emerging entrepreneurs who have taken
advantage of the 49th State Angel Fund. In terms of
enforcenent, nost actions are taken against those in the Lower
48 who have exploited Al askans or have not followed Al aska | aw
In FY 14, the division issued 24 admnistrative actions,
including 20 consent orders and 4 final cease and desist orders,
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she report ed. This can be challenging since the bulk of
| icensees operating unlawfully in the state are often physically
| ocat ed outside Al aska. The division also partners wth federal
regul atory agencies and law enforcenent to expand tight
resources and it shares exam nations, investigations, and
enforcement actions, including globally-negotiated settlenents
or admnistrative actions to save time and noney for al

i nvol ved.

3:56: 27 PM

REPRESENTATI VE JOSEPHSON asked when the license and registration
fees were | ast increased.

M5. ANSELM answered that the D vision Banking and Security's
fees are covered in various parts of the statutes. She offered
to provide information to the conmtt ee.

3:57:22 PM

SARA CHAMBERS, Acting Director, Professional Licensing, Division
of Corporations, Business, and Professional Licensing (DCBPL),
Juneau O fice, Departnment of Commerce, Community, & Economc
Devel opnent (DCCED), reviewed the division's five sections,
beginning with the business |icensing section, which currently
serves 68,503 active licensees and has issued 1,426 tobacco
endor senent s. The Corporations unit nanages 59,000 corporate
entities, and over sees busi ness name reservations and
t rademar ks. The professional licensing section oversees 67,000
pr of essi onal | i censees t hr ough t he process of initial
application and |icense renewal for 44 prograns: 21 wth boards
or comm ssions and 23 prograns solely nanaged by the division

The investigation section responds to public conplaints, gathers
evi dence, and works with the boards and the Departnent of Law on
enforcenment of professional and business |icensing statutes and
regul ati ons. Lastly, the division enploys admnistrative
support unit to provide custoner service and clerical support to
t he di vi sion.

3:59:02 PM

MS. CHAMBERS reviewed efficiency and accountability inprovenents
the division has made [slide 20]. In May 2012, 40 percent of
Al aska's corporate entities were not in good standing, but by
inplementing a new data managenent system and reaching out
proactively, the division has increased the rate of those in
good standing from 60 percent in 2012 to 93 percent in 2014.
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3:59: 39 PM

REPRESENTATI VE COLVER asked the reason that corporations were
not in good standing.

M5. CHAMBERS answered that corporations nust file biennial
reports and keep information up to date, such as bylaws changes
and articles of incorporation. These corporations are not in
good standing if they fail to file tinely, she said.

4:00: 20 PM
IVS. CHAMBERS stated that business licenses and several
prof essional licenses can be renewed online. She anti ci pat ed

that with upgrades to the division's database this spring, the
Di vision of Corporations, Business, and Professional Licensing
hopes to greatly expand its online offerings in time for the
heavi est renewal period. The division also posts a variety of
quarterly and statistical reports online, and has barcoded
prof essional 1licensing renewal docunments to reduce receipting
timelines from three weeks to three days. In 2014, the
i nvestigative section inplenented efficiencies that have reduced
the investigation tinmeframes by 53 percent.

4:01:19 PM

REPRESENTATI VE HUGHES, wth respect to professional 1icensing
renewal, comended the division's wllingness to assist a
physician in her district renew a license, noting the division
resolved the professional |icense issue within several hours.

In her previous personal experi ence, as a health care
prof essional, she understood that significant delays can occur
with |icensing. Thus, she was very inpressed with the service
t he departnent provided, she said.

CHAIR OLSON commented that M. Chanbers has spent significant
time working with the legislative comrittees on |I|icensing
i ssues, in particular, he acknow edged the tinme she has spent
during the legislative interim working with the Legislative
Budget & Audit (LB&A) conmittee.

M5. CHAMBERS reported that the division has reduced its indirect
expenses to the boards it serves by 20 percent or $1 mllion.
In addition, the division has reduced the Departnent of Law
(DOL) expenses by 34 percent in the past three years. In these
ways the division has managed to <create efficiencies and
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acconplish goals while serving a growi ng base of |icensees, she
sai d.

4:03:22 PM

M5. CHAMBERS hi ghlighted sone of the division's challenges. The
division nust balance its public protection nandate with the
statutory fee-setting guidelines without significantly hindering
Al aska's private businesses, she said. This sumer, the
Legi slative Budget & Audit Committee met seven tines to discuss
issues related to the professional |icensing nethodol ogy, board
travel, the investigative process, and other areas of interest
to legislators and stakeholders in Al aska. The LB&A conmittee
reviewed steps taken to address historical program deficits,
including an appropriation of $3.4 mllion to offset
professional |icensees' overpaynent of indirect fees over a
period of many years. The legislature sought to "right an
accounting wong" and that task had been acconplished in the
di vision, she said. Al though the actions did not reduce
indirect costs to zero, the process to assess indirect costs
assures that the appropriate costs are being assessed to the
boar ds.

4:05: 00 PM
M5. CHAMBERS identified another challenge, noting board nenbers

have been quite vocal about the necessity of staying current
with national trends and issues facing their professions by

traveling to professional conferences. The | egislature has
responded and assisted boards in reaching this goal. She
outlined one statutory paradox that exists in terns of
enf or cenment . The division must respond to conplaints of

licensing violations, which is essential to the division's
public protection mandate, but in doing so this creates an
i nherent conflict with the fee-setting requirenments of statute
since |icensees nust cover 100 percent of their costs, including
costs for investigations of those licensed and i ndividuals not
i censed, she said.

4:06: 37 PM

REPRESENTATI VE LEDOUX asked whether a violator or "bad apple" is
fined to offset the overall fees and costs of the division.

M5. CHAMBERS replied that Ilevied fines are collected and

deposited to the general fund and do not go to the division.
The division and the LB&A have been review ng that process;
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however the division and the boards want to avoid the appearance
of enriching the boards through the enforcenent and fine-setting

process. She characterized this issue as creating a bal ance
bet ween providing adequate enforcenent and |icensees not being
able to cover investigative costs. It is a work in progress,
she sai d.

M5. CHAMBERS el aborated on the division's process in setting
Iicense fees. I nvestigation costs incurred create fluctuations
that can spike fees, in particular, for small |icensing boards
and programs. For exanple, the mdw fery program consists of 40
licensees and the costs of one investigation assessed on such a
smal | group of licensees can adversely affect fees. She pointed
out that the mdwifery profession currently pays $1,700 for
their biennial |icense fees.

REPRESENTATI VE LEDOUX renar ked that a probl em exi sts.

CHAIR OLSON agreed; reiterating that the Legislative Budget &
Audit Commttee (LB&A) held seven neetings this sumer to
address the conplexity of these issues.

4:09: 00 PM

REPRESENTATI VE LEDOUX said it seens unfair that a small group
has to pay for an investigation with exorbitant |icense fees.

CHAIR COLSON agreed, noting that sonme investigations can cost
over $100, 000. He acknowl edged that there isn't any easy
remedy.

4:10:32 PM

M5. CHAMBERS pointed out that since the |license renewals are on
a biennial cycle, the mgjority of revenue is collected in one
year, so a "false" deficit appears in the non-renewal year. The
di vi sion has heeded the recommendati ons by the Departnent of Law
and the Legislative Audit Division to anortize these deficits
The division remains commtted to work with the legislature to
resolve this issue, she said.

4:11: 30 PM
LORI WNG HEIER, Director, D vision of Insurance, Departnent of
Commerce, Community & Econom c Devel opnent (DCCED), stated the

Division of Insurance's (DO) mssion is to regulate the
i nsurance industry and protect Al aska's consuners. The division
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acconplishes this in two ways: t hrough market regulation and
mar ket conduct . In order for an insurer to operate in Al aska,
the conpany nust apply to the state to obtain a certificate of
authority. The division essentially reviews their track record,
i ncl udi ng their corporate structure, financi al s, | ast
exam nation in another state, state of domcile, business plan,
and the services the business plans to offer consunmers.
Currently, 1,128 admtted insurers operate in Al aska. Thi s
year, the Division of Insurance also admtted 14 new insurers of
whi ch seven are domestic insurers listing their honme state as
Al aska.

4:12:56 PM

M5. WNG HEIER |isted them as Al aska National |nsurance, Um alik
| nsurance Conpany, ARECA |nsurance Managenent, Inc. - the rural
el ectric cooperative insurer, Al aska Tinber |nsurance Exchange,
Al aska Vision Services, and the Tongass Tinber Trust. I n

addition, the Division of Insurance nonitors other insurers who
provi de services in the state. The division continually reviews
the financial solvency and the best practices to protect
consuners, she said.

4:13:41 PM

REPRESENTATI VE LEDOUX asked for an explanation of efforts the
di vision takes on nonitoring and whether statew de or national
sites also review all insurance conpani es.

M5. WNG HEIER replied that the division does all of the above.
The Division of Insurance is a mnmenber of the National
Association of Insurance Commissioners (NAIC) and conducts
multi-state exanms with other comm ssioners as well as conducting
i ndi vi dual exam nations, she said.

4:14: 32 PM

REPRESENTATI VE LEDOUX asked whether the Division of |nsurance
audits all insurance conpanies that mght provide services in
Al aska.

M5. W NG HElI ER answered yes; elaborating that the D vision of
| nsurance conducts physical audits on donmestic firms and
participates in nmulti-state "colleges" or exans in conjunction
with other states. In response to Representative LeDoux, she
said the state audits in-state insurance conpanies, but also
partners with out-of-state organization on other exam nations;
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however, in some cases the division will audit a parent conpany
of a business offering services in Al aska or in instances when
the division has reason to believe an audit needs to be
per f or med.

4:15: 44 PM

M5. W NG HEI ER advi sed nenbers that Alaska is a prior approva
state for health, life, property, casualty, or title insurance,
whi ch nmeans conpanies nust file with the state for the rate -
the price charged - or the form - the ternms and conditions of
the policy. In 2014, approximately 3,700 filings were nmade,
with the division disapproving 147 applicants on the basis of
unfair practices to consuners. She briefly explained the
process, such t hat i nsurance filings are recei ved

el ectronically, ensuring the conpanies neet the statutes and
regul ati ons, which provides an inportant consunmer protection.

4:16: 26 PM

VB. WNG HEIER turned to nmarket conduct, noting that
approximately 47,000 Ilicensed insurance professionals are
licensed in Al aska, i ncluding resident and non-resident
adj usters, producers, bail bonds, and title insurers. In FY 14,
245 conplaints were received and $216,000 in fees were returned
to consunmers as a result of division's actions. She reported
that the four investigators opened 79 investigations and closed
115 prior year investigations. The division held its first

joint investigation with the D vision of Banking and Securities,
which resulted in revocation of the financial advisor and

i nsurance producer |icenses. She characterized 2014 as a year
of change, wth the division inplenenting new processes,
i nprovenents, and efficiencies [slide 22]. Wthout any

additional cost to the state, the division was able to nake
property and casualty filings available to the public on the
division's website so that the public does not need to file a
formal request for information.

4:19:10 PM

M5. WNG HEI ER reported the Division of Insurance has increased
its training efforts, noting six admnistrative staff are
currently enrolled in the NAIC property and casualty mni-
cour se. This free online course provides a basic know edge of
i nsurance, including learning basic terms such as deductible and
coi nsurance, which should help provide opportunities for staff
nmobi lity. The division has issued regulatory orders that wll
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al so assist businesses in doing business with the division.
Previously, conpanies who needed to file insurance forns by
providing the sane endorsenent for 15 different policies had to
submt the fornms 15 tines. Under changes to its regul ations

formse will only need to be filed once, which hel ps reduce staff
time for businesses and the division staff, as well. In
addition, the regulation project coment period ends this week
on regulations that wll allow businesses to conduct business
el ectronically. "This is a first for the division; however, we
have nmade the order such that if soneone decides they do not
wish to receive their insurance policy electronically, the

i nsurance conpany or their agent or broker nust still mail it to
them "™ she said. The division has found the majority of the
people now wish to receive their billings and clains data

el ectronically.

M5. W NG HElI ER hi ghlighted a nunber of consuner outreach efforts

conducted by the Division of Insurance. She reported that the
division's website contains a nunber of "buttons"” that contain
useful information on prograns. For exanple, the division

produced a "white paper” to highlight the difference between a
percent age deductible versus a flat deductible for insurance.
The website also rem nds people to consider adding earthquake
insurance to their policy in Al aska. The division has been
proactive to expand its relationship with industry, wth the
enphasi s on consuner protection.

4:22:00 PM

REPRESENTATI VE LEDOUX asked whether the consuner outreach is
|l ocated on the division's website or if the information is
mai | ed.

VS. W NG HEI ER answered that the information 1is on the
di vision's website; however, as panphlets are published they are
sent to independent insurance agents who can deliver them to
their nmenbers. Thus, the public can walk into their agent's
office and their agent can print the PDF version of the policy
for them

4:22:40 PM

REPRESENTATI VE LEDOUX asked for an exanple of what an insurance
tip would consist of if a person was getting marri ed.

M5. WNG HEI ER answered that it mght be a remnder to review
hi s/ her insurance policy.
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4:23:01 PM

REPRESENTATI VE HUGHES asked for clarification on the division's
role in ternms of the inplenentation of the [Patient Protection
and] Affordable Care Act [also known as the "Affordable Care
Act"].

M5. W NG HEI ER answered that the division has been very involved
in the Affordable Care Act process during Septenber-Novenber.
Al though the division does not have any regulatory authority at
this time on the Affordable Care Act, the division has been in
contact with the United Way and with primary care.

CHAI R OLSON answered that this authority is forthcom ng.

4:23:54 PM

M5. WNG HEIER explained that the Division of |Insurance has
received nunerous calls with concerns on rates. The depart nment

has continued to nonitor the federal |lawsuit for the Affordable
Care Act, and in the event that the exchange is not allowed to

assess any inpact this will have on Al aska. In addition, the
division is working wth other departnents, such as the
Departnment of Health and Social Services on options. For
exanpl e, she anticipated that the innovation waiver is
forthcom ng, so the adm nistration has been hol ding discussions
and, in particular, has been very cognizant of <costs to

i ndi vi dual s.

4:25:09 PM

REPRESENTATI VE HUGHES offered to neet with the director on this
to better understand the process since the division approves
rate increases.

M5. W NG HEI ER agreed to do so

4:25:59 PM

REPRESENTATI VE JOSEPHSON commented that there is sone evidence,
that other states, although not Al aska, have seen a decrease in
escal ation of prem uns since the Affordable Care Act.

M5. W NG HEI ER agreed sone states have enjoyed | ower rates

4:26: 25 PM
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REPRESENTATI VE JOSEPHSON, setting aside the Medicaid expansion,
recalled that Governor Walker expressed an interest in doing
everything he could to increase the nunber of people insured.

M5. W NG HElI ER answered that she believed that is correct.

REPRESENTATI VE JOSEPHSON asked if she had any specific
i nformati on on what the governor meant by that conment.

M5. W NG HElI ER answered no; but she understood the governor's
overall goal is to make insurance available and affordable to
Al askans.

CHAIR COLSON interjected that a portion of it was the plan to
expand Medicaid in Al aska.

4:27:09 PM

REPRESENTATI VE KITO related his understanding that the biggest
issue related to insurance costs in Alaska is the small pool of
t hose insured in Al aska. He asked for further clarification on
the information that is being placed online to avoid Freedom of
I nfformati on Requests, in terns of whether staff is determning
what information can be released to ensure confidentiality of
i nformati on.

M5. W NG HElI ER answered that the D vision of |Insurance uses the
same process it would to provide information under a Freedom of
I nformati on Act request. She stated that protected information
is stored in the division's database, but is typically limted
to the conpany's trademark or rating nodel and that information
will still be kept confidential. However, nost other data is
not confidential and wll be available for released after the
effective date. For exanple, the rates for the Affordable Care
Act were effective January 1, 2015 so that is the release date
for that information, she said.

4:28:57 PM

CHAI R OLSON asked how nuch the Division of Insurance generated
in the last fiscal year

M5. W NG HElI ER answered approximately $64 nillion.
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CHAIR OLSON related his wunderstanding that the Division of
| nsurance is the third or fourth largest source of revenue for
t he general fund.

M5. W NG HElI ER answered yes; noting the Division of Insurance's
budget is approximately $7 mllion.

CHAIR OLSON characterized the Division of Insurance as a "cash
cow. "

M5. W NG HEl ER agr eed.
4:29:40 PM

ACTING COW SSI ONER PARADY, in response to a question by
Representative Colver on the Al aska Tourism Mrketing Board
(ATMB), stated that the ATMB is an advisory board. The funds
expended are administered through the Division of Econonic
Devel opnent (DED) through the procurenent process, primarily in
mar keting contracts for tourism He reiterated that the ATMB is
advisory, but the actual admnistration of the funds occurs
t hrough t he DED.

CHAI R OLSON offered his belief that a good portion of the funds
are for adverti sing.

ACTI NG COW SSI ONER PARADY agr eed.

4:30:40 PM

ADJ QURNIVENT

There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:30 p.m
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