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ACTI ON NARRATI VE

3:16: 12 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:16 p.m Representatives Col ver,
Tilton, Kito, Josephson, Hughes, LeDoux, and O son were present

at the call to order.

HB 81- EXEMPTI ON: LI CENSI NG OF CONTRACTORS

3:16: 55 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 81, "An Act relating to an exenption from the
regul ati on of construction contractors."

3:17: 31 PM

REPRESENTATI VE TILTON, speaking as prinme sponsor of HB 81,
stated that this bill relates to the licensing of residential
contractors. She said she introduced HB 81 after holding
di scussions with nenbers of the Mit-Su Honme Builders, Inc.
Further, after speaking wth contractors and realtors in other
areas of the state and sonme affected honme buyers, it becane

clear that sonme individuals are comonly exploiting an
uni nt ended | oophole in the existing statutory |anguage, creating
an uneven playing field for |icensed professionals who abide by
the law and potentially exposing unwitting honebuyers to
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substandard constructi on. In short, HB 81 is really a consuner
protection bill and not a bill to restrict trade, she said. She
enphasi zed that HB 81 does not prevent Alaskans from buil ding
their own hones, from selling homes they have built, or propose
any new | i censure.

REPRESENTATI VE TILTON said that wunder <current state law an

exenption for licensed contractors has allowed unlicensed
contractors to operate a substantial busi nesses avoi di ng
licensing, bonding, and insurance. By avoiding |icensing,

bonding, and insurance requirements in the law, unlicensed
contractors are skirting the law and jeopardi zing protections
for consumers.

REPRESENTATIVE TILTON surmsed that nbst comittee nenbers
probably recall the first honme they built and their sense of
taking financial risks in doing so. |In fact, for nobst Al askans,
purchasing their hones is the largest investnment they wll nake.
This bill helps ensure that hone buyers have expectations of a
uniform standard of professionalism and seek to reasonably
include all individuals engaged in hone wunder the existing
residential contractor |icensure.

3:19:50 PM

DAN BELLERI VE, Staff, Representative Cathy Tilton, Alaska State
Legi slature, on behalf of the prime sponsor, stated that this
issue was initially raised by honme builders in the Mat-Su
val | ey. A growi ng nunber of people are abusing exenptions in
state law that were intended to allow people to act as their own
general contractors; however, abuse of these exenptions have
all owed unlicensed contractors to operate substantial business

enterprises wthout obtaining any |icensing, bondi ng, or
i nsur ance, thereby creating an unfair playing field for
contractors who do follow the |aw This bill, HB 81, wll

address the issue by establishing a two-year tinmefrane in which
an owner-buil der cannot sell a hone after the conpletion of the
construction, but provides an opportunity for the owners to sell
their homes earlier if they notify the Departnent of Labor &
VWor kf orce Devel opnent (DLVD) .

3:20: 53 PM

REPRESENTATI VE JOSEPHSON said he likes the bill; however, he
wonder ed whet her any constitutional issues such as due process
will arise wunder the bill, wth respect to disposition of
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property, since hone owners cannot sell their homes when they
want to do so.

REPRESENTATI VE TILTON answered that a few questions have been
rai sed, but she did not think there were any constitutional
chal I enges at this point.

REPRESENTATI VE LEDOUX rel ated her understanding that contractors
can still sell homes, but they nust have the appropriate
licensing to build hones.

3:22:36 PM

REPRESENTATI VE COLVER asked whether this bill was an effort to
obtain conpliance fromthose parties building hones who have not
adhered to rules and regulations pertaining to their enployees
or by obtaining contractor licenses that npbst contractors in the
home building industry acquire. He asked whether this is an
effort to "level the playing field" of those who have been
operating outside the regulatory environment.

REPRESENTATI VE TILTON replied the bill could be viewed in that
way; however, HB 81 does not prevent people from building or
selling their own hones, but it does allow regulators to |ook
for patterns of unlicensed home building, closes a |oophole, and
creates an "even playing field."

3:23: 58 PM

REPRESENTATI VE COLVER referred to page 2, paragraph 11, of HB 81
which read, " ... the exenption in this paragraph does not apply
if the structure under construction is advertised for sale or
sold during the period of construction or for two years after
the period of construction ends, unless the owner can
denonstrate to the departnent's satisfaction that the sale would
not result in circunvention of the requirenments wunder this
chapter;". He expressed concern about what "the departnent's
satisfaction” mght nmean if owner-builders desire to sell their
hones. He wondered what hurdles the owner/builders would need
to junp over, and whether the owners will need to show cause
such as divorce or loss of job to do so. He further asked
whet her owner-buil ders could add their spouses to the deeds.

3:25: 23 PM

HOUSE L&C COW TTEE - 5- February 11, 2015



MR. BELLERI VE deferred to the Division of Corporations, Business
& Professional Licensing, Departnment of Conmerce, Community, and
Econom ¢ Devel opnent ( DCCED)

3:25:40 PM

SARA CHAMBERS, Acting Director, Division of Corporations,
Busi ness, and Professional Licensing, Departnment of Commerce,
Community, & Econom c Developnment (DCCED), stated that the
| anguage "to the departnent's satisfaction”™ would be devel oped
through the public conment process when the departnent devel ops
its regulations. She envisioned it would be an open and
transparent process for public scrutiny, but will be codified in
regul ations to ensure the process is clear.

3:26:40 PM

REPRESENTATI VE LEDOUX asked whether the parameters will be put
in regulation and if the regulations will identify the types of
exenptions or reasons the departnent wll accept to avoid

contractors circumventing the | aw
M5. CHAMBERS answered that is correct.
3:27:02 PM

REPRESENTATI VE LEDOUX asked whether there would be a "catch all"
for other circunmstances that the departnent deened wll not
circunvent the | aw

M5. CHAMBERS responded that the departnent will work to create a
process that is transparent and educational to the public
Wi thout being so restrictive that sone qualifying circunstances
wouldn't fit within the structure. She said setting a standard
for the public nust be in regulation; however, the departnent

will want to ensure that the process neets the intent of the
bill by closing any | oophol es, yet not be unduly restrictive.
3:27:54 PM

REPRESENTATI VE LEDOUX asked for further clarification on whether
the answer is yes.

M5. CHAMBERS answer ed yes.

3:28: 01 PM
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REPRESENTATI VE COLVER asked for a general framework of the
conditions the departnment envisions will be in the proposed
regul ati ons. He further asked what the department has done to
enforce contracting regulations, in particular, the requirenent
that general contractors hold a residential endorsenent. He
recalled the residential endorsenment requires contractors nust
obtain training and undergo a certification process. He asked
whet her the departnent has worked to assist the industry in the
Mat-Su Valley to achieve conpliance, the types of enforcenent
actions the departnent enploys, and the reason this bill is
needed.

M5. CHAMBERS expl ained that the DCCED works with the Departnent
of Labor & Workforce Devel opnent (DLWD) to enforce contractor
licensing throughout the state. Al t hough the enforcenent
statutes are l|located within the DCCED s statutes, the DLW s
Division of Labor Standards and Safety, Wage and Hour section

conducts wage and hour i nspections statewide to ensure
conpl i ance. As an efficiency neasure, the departnents decided
that the DLWD will also perform licensing conpliance. Thus,

rather than having two departnments with separate enforcenent
staff located throughout the state, the DLW provides licensure
conpliance and wultimately issues fines, cease and desist
letters, and followup collection of fines. She enphasized that
the DCCED s goal was to ensure conpliance and to work with the
public and first-time offenders to bring them into conpliance;
however, the departnent does have the authority to take stronger
action wth repeat offenders or those blatantly skirting the
I aw.

3:31: 22 PM

REPRESENTATI VE COLVER asked whether the departnent could provide
data on conplaints and subsequent investigations to support the
| egislative intent of non- conpl i ance. He related his
under standi ng that DCCED issues and adm nisters |icenses and the
DLWD conducts the wage and hour inspections to verify whether
contractors are properly |icensed.

M5. CHAMBERS related that the division lists the contractor
enforcenment activity and those out of conpliance on the DCCED s
website. She offered to provide the information to the
comittee.

3:32:45 PM
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REPRESENTATI VE HUGHES rel ated her understanding that this issue
was brought to the sponsor's attention in the Mat-Su area. She
asked whether this problemexists in other parts of the state.

REPRESENTATI VE TILTON answered yes; that unlicensed contractor
activity also occurs in other parts of the state. She reported
that this issue is the nunber one legislative priority of the
Al aska State Home Buil ders Association (ASHBA) and al though the
Mat-Su Honme Builders first approached her, the ASHBA has
subsequently highlighted the problens its nmenber s have
encount er ed.

CHAIR OLSON added that this issue is a priority for the hone
buil ders [Kenai Peninsula Builders Association (KPBA)] in his
district, too. He suggested unlicensed contractors m ght not be
as prevalent in Anchorage due to the nunber of building
inspectors in that area, but it is an issue in the smaller
conmuni ti es.

3:33:49 PM

REPRESENTATI VE LEDOUX asked for further clarification on the
fiscal note.

REPRESENTATI VE TILTON answer ed t hat t he Di vi si on of
Cor porations, Business and Professional Licensing identified
costs of $2,500 in its fiscal note, but she has been working
with the departnent to see if these costs can be zeroed out. In
response to a question, she agreed that a simlar bill was
introduced |ast year wthout any fiscal inpact so she thought
there m ght be sone | eeway.

3:34:45 PM

REPRESENTATI VE LEDOUX asked whether the fiscal note costs are
limted to $2, 500.

REPRESENTATI VE TILTON answered yes. She stated that contractors
pay fees and their program pays for itself; however, there are
some additional itens she has been working on with respect to
the fiscal note.

3:35:48 PM

CHAI R OLSON opened public testinony on HB 81.

3:35:57 PM

HOUSE L&C COW TTEE - 8- February 11, 2015



ALAN WLSON, Chair, Legislative Conmittee, Alaska State Hone
Bui | ding Association (ASHBA), stated that HB 81 is the ASHBA' s
nunber one priority. He stated that the problens are magnified
in the Mat-Su area, but as previously nentioned, the Kenai
Peni nsula and rural areas have also experienced sone problens.
Al t hough ASHBA views this bill as a consuner protection bill, it
is also a nmeans of closing a | oophole since sonme honeowners have
conpl ained to the ASHBA. He offered his belief that this bil
will "level the playing field" since sone people have been
operating outside of the regulations that everyone else nust
abi de by; however, the bigger issue is consumer protection. He
said his organization has wrked extensively with G ey Mtchell
Director, of the Division of Labor Standards & Safety,
Depart ment of Labor & Wrkforce Devel opnent ( DLVID) on
enf orcenent issues. Al though significant progress has been
made, the issue has becone a priority for The ASHBA, he said.
He urged nenbers to support HB 81.

MR. W LSON added that he was surprised by the fiscal note costs;
however, licensed contractors are willing to pay extra fees, if
necessary. In response to a question, he agreed that the
"val ley" is the Mat-Su Valley and not the Mendenhal | Vall ey.

3:39:24 PM

ANDRE SPI NELLI, Design & Devel opnent Manager, Spinell Hones,
Inc., testified in support of HB 81. He offered his belief that
this issue is not limted to rural Alaska or the Mat-Su Vall ey,
and said that unlicensed contractor activity happens in
Anchor age, even though it's a heavily-regulated building

envi ronment . For exanple, soneone will build a house wthout a
contractor's license and inmmediately put up a "for sale" sign

These unlicensed contractors don't pay fees for |licensure or
other fees for their enployees, he said. He related his
understanding that the need for this bill arose when the
attorney general's office advised the DLWD that the |aw was too
vague to enforce and he envisioned that HB 81 will tighten up
existing |aw For exanple, when owner-builders build their
homes, they are allowed to perform their own plunbing and
el ectrical work. If these owner/builders are acting as
unlicensed contractors, it allows them to unfairly conpete with
Iicensed contractors. It raises consunmer protection issues

since licensed plunbers and electrical contractors are not being
used in hones that are built and subsequently marketed to the
publ i c.
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3:41: 53 PM

ROBERT YUNDT, Vice President, Mt-Su Valley Hone Builders
Associ ation (MSVHBA), stated his famly has lived in the Mat-Su
area since the 1940s. He graduated from Wasilla H gh School in

1998 and has al so worked as an owner-buil der. Al t hough he now
does consulting work, he has famly nmenbers [who build hones].
He offered his belief that this bill was not intended to harm

anyone who wants to put sweat equity into a project. Menbers of
his organization and the DLWD frequently have observed "owner-
builders” in the Mat-Su Valley who build nultiple honmes, often
in the sane subdivision. These owner-buil ders post real estate
signs in their yards during construction and market their homes
on Craigslist. He related a situation in which an owner-buil der
did work to a home and the famly died from carbon nonoxide
poi soni ng due to inadequate air exchange. The hone with [faulty
ventilation] was the only home in the subdivision he had not
built. He offered his belief that these deaths could have been
avoided if the owner-builder had hired a contractor, noting
contractors are required to have continuing education on safe
practices.

MR.  YUNDT acknowl edged it was difficult for contractors who
abide by rules to conpete with unlicensed contractors who do

not . He offered his support for HB 81 since it wll help
provi de consuner protection. Although he did not think the bil
woul d curb owner-builders from building hones, it wll probably
result in nore residential contractor |icensing and continuing
educati on.

3:45: 50 PM

REPRESENTATI VE LEDOUX asked how this bill will be enforced. She
asked whet her the banks wll require sone type of certificate.

MR. YUNDT answered that the unlicensed builders don't use Al aska
Housi ng Finance Corporation (AHFC), but wuse larger nationw de
conventional nortgages, such as Fannie Mae or Freddie Mac.
These conventional financing organizations do not require a full
set of inspections, but rely on a licensed safety inspection at
the end of construction; however, this bill wll force the
unlicensed builders to get a residential endorsenent, he said.

3:47: 06 PM

REPRESENTATI VE LEDOUX asked for further clarification on the
provision related to owners selling a hone within the two-year
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peri od. She questioned how it would be known and whether the

purchaser could declare the hone sale null and void if any
probl ens arose. She said she wants to put "teeth into this"
i ssue and not just add prohibitions. She then questioned how
this bill will stop the unlicensed buil ders.

MR.  YUNDT related his wunderstanding that owner-builders not
being able to openly market their hones wll help curb
unlicensed activities. He suggested that from a business
standpoint, it typically takes about 4-6 nonths to build a house
and during this tinme other general contractors notice any
building activity and can nonitor and report any suspected
unlicensed activity. Under the bill, anyone who has posted "for
sale" signs on their property wll need to verify whether they
are licensed contractors or owner/builders. He offered that the
bill wll Jlikely force wunlicensed contractors to get the
appropriate licenses so they <can legitimately post their
properties, satisfy their |enders, and sell their hones.

REPRESENTATI VE LEDOUX commented that she was satisfied with his
answer .

3:50: 26 PM

KIRK PERI SI CH, Menber, Carpenters Local 1281, viewed regulation
of home builders as a good thing. He referred to paragraph 10,
of HB 81, which read, "an owner or tenant of conmercial property
who wuses the owner's or tenant's own enployees to do

mai nt enance, repair, and alteration work on [UPON that
property;" and asked whether this provision |eaves a |oophole
for commercial work to be done by owners and if the work will be
limted by a certain dollar threshold to alter or repair
commercial properties. He was curious why there would be a

| oophol e for commercial but not residential properties.
3:51:29 PM

CHAIR OLSON suggested he discuss this further with the bill
sponsor, but noted his point nade sense.

MR PERISICH remarked it mght I|eave a |oophole for the
commercial industry since sone comrercial owners have very | arge
properties so the anmount of work they could do would be
substanti al .

REPRESENTATIVE TILTON offered a wllingness to discuss this
provision further after the hearing.
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REPRESENTATI VE LEDOUX pointed out that paragraph (10) was
existing law and this bill nmakes a small editorial change.

3:52:51 PM

REPRESENTATI VE COLVER suggested that the intent of this
provision in existing law was to allow owners to perform
mai nt enance and mnor alterations on their conmercial property,
but it does not include major nmaintenance since that activity

woul d necessitate using a |licensed contractor. He offered that
any conmmercial electrical work wll require an electrica
adm nistrator's approval since the standards are nuch higher for
commercial electrical and plunbing. He concluded that this

| anguage refers to mninmal mnor maintenance rather than major
mai nt enance.

MR. PERI SICH suggested inposing a dollar Ilimt for mnor
alterations on commercial property.

3:54: 02 PM

GREY M TCHELL, Director, Central Ofice, D vision of Labor
Standards & Safety, Departnent of Labor & W rkforce Devel opnent
(DLMD), wth respect to an earlier question on enforcenent
activity, responded that investigator A Nagel reported that
since fiscal vyear (FY) 2011 the departnment has issued 30
adm nistrative fines for owner/builder violations and issued 16
fines in FY 11. These were violations associated with a person
building nore than one structure within a tw-year period, he
said, which is what the bill would address. This bill would
clarify that the departnent can investigate when it appears that
homes are being sold by unlicensed contractors and not by the
homeowner s.

3:56: 01 PM

MR M TCHELL referred to page 2, line 10, to paragraph 10, of HB
81 which read, "(9) [(10)] a person working on that person's own
property, whether occupied by the person or not, and a person
working on that person's own residence, whether owned by the
person or not." Although this is existing |aw that provides an
exenption from contractor |icensing, the division has had sone
situations arise, he said. He stated that previous testifiers
identified instances when the attorney general revi ened
violations and found sone vagueness to the law that precluded
enf orcenment . The departnent has interpreted this paragraph to
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apply to people working on their own property on existing
structures, rather than "ground up" or brand new structures;
however, the |anguage does not clearly provide the legislative
intent nor does a regulation further define it. He suggested
one remedy would be to add "existing structures” to avoid any
ongoi ng confusion about owner-builders building new houses
versus working on existing hones.

3:58: 04 PM

REPRESENTATI VE CCOLVER asked for further clarification that the
af orenent i oned provi si on made t he t wo- year restriction
unenforceable as interpreted by the attorney general's office
| f the Jlanguage was tightened wup by adding "existing

structures,” he wondered whether it would be an enforceable
statute with the prohibition of a two-year waiting period for an
owner/builder - wthout adding the departnent's review and

consideration of the factors that led to the sale. He expressed
concern about involving nore government and asked whether
conpliance can be achieved by tightening up that <clause in
exi sting statute.

VR. M TCHELL offered that clarifying the aforenentioned
paragraph (9) would go a long way to resolve the |oophole for
owner - bui | ders; however, at the sanme tinme, testinony indicates
probl enms exist with owner-builders putting up "for sale" signs
during construction or inmmediately after finishing their hones.
Currently there isn't a clean way to say the owner-builders are
conpeting with |icensed contractors. Thus he suggested the need
exi sts for both changes.

4:00: 01 PM

REPRESENTATI VE COLVER recalled earlier testinony about carbon
nmonoxide in a Wasilla honme that led to tragi c deaths. He asked
if it would be possible to get the facts in this case. He
related his understanding that the homeowner changed sonething
such as the air intake in his hone.

MR MTCHELL replied that he was unsure because owner-buil ders
can make changes to their property, so that type of case would
not typically be sonething the departnment will investigate since
homeowners have an exenption from contractor licensing. He said
it was a tragedy when work is not perfornmed correctly and the
departnment hopes that owner-builders do the work properly and
get the guidance to do so.
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4:01: 23 PM

REPRESENTATI VE COLVER asked whether he wote the |anguage wth
respect to departnment waivers.

MR. M TCHELL answered no. He recalled his earlier question with
respect to how standards wll be established and that the
Departnment of Commerce, Community & Econonmic Devel opnent ( DCCED)
responded by suggesting regulations mght be the way to address
t he standards. A comon sense approach mght be to |ook at
whet her there is any evidence to denonstrate that owner-buil ders
were acting as contractors, for exanple, a history of past
vi ol ations of contractor |icensing requirenents, or of acting as
owner-builders on nultiple projects. Thus the departnent can
still conduct an investigation, but the owner-builders also have
an opportunity to provide legitinate reasons why they are
selling their honmes. However, owner-builders would only need to
denonstrate proof if the departnent was pursuing an enforcenent
action. These owner-builders could counter enforcenent actions
by indicating they have reasons to sell their honmes, such as
medi cal situations, famly energencies, divorces or |ost jobs

Certainly, if the reasons nmake sense, the departnent will accept
t hem In addition, parties receiving admnistrative penalties
still have the ability to request hearings and supply the facts.
For exanple, if the hone was the fourth house an owner-buil der
built in the last three years, it will likely result in the type
of action to stop the owner-builder from using a honeowner
exenption and require the owner-builder to obtain the
appropriate contractor |icense.

4:04:17 PM

CHAIR OLSON, after first determning no one wished to testify,
cl osed public testinony on HB 81.

[HB 81 was held over.]
4:04: 38 PM
The committee took an at-ease from4:04 p.m to 4:12 p. m

HB 9- PRI VATE | NVESTI GATORS/ AGENCI ES

4:12: 02 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 9, "An Act providing for the Ilicensing and
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regulation of private investigators and private investigator
agenci es; and providing for an effective date."

4:12:40 PM

REPRESENTATI VE HUGHES, speaking as prine sponsor of HB 9,
presented HB 9. She acknow edged she introduced a simlar bill
to license private investigators last year when it was brought
to her attention that a felon could get a business |icense and

operate as a private investigator. She related a situation in
which a famly lost a daughter and was approached by such an
unscrupul ous individual . She enphasized that a presunption of
authority exists when soneone identifies hinself/herself as a
private investigator. In those instances citizens mght offer
the private investigator personal information that they m ght
not otherw se give out. She offered her belief that this is

sonet hing that should be addressed. She described her approach
to curb this activity was not to create a costly board, but to
pattern private investigator licensing after other professions
licensed by the division. Finally, since the fiscal note for
licensing private investigators quadrupled from one the division
proposed |ast year, she has questions for the departnment about
the fiscal note, she stated.

4:14:49 PM

G NGER BLAI SDELL, Staff, Representative Shelley Hughes, Al aska
State Legislature, on behalf of the prine sponsor, presented a
section-by-section analysis of HB 9. She stated that Section 1
woul d include private investigators as one of the specified
professions |icensed under the Departnment of Commerce, Conmmunity
& Econom ¢ Devel opnent (DCCED) and Section 2 would require
private investigators to be licensed in the state. Thi s
provision clearly states that person may not practice private
investigating unless |icensed under this chapter or exenpt from
being licensed, noting a nunber of exenptions exist. A person
may not use the title of or practice as a private investigator
unl ess the person is registered with the departnent or it could
result in a m sdeneanor.

4:15:55 PM

M5. BLAISDELL referred to page 2, line 4, of proposed AS
08.85.110 that outlines the scope of practice for private
i nvestigators, i ncl udi ng i nvestigating crim nal of f enses,
obtaining information from individuals, or gathering evidence to
be used in court. Private investigators working in the state
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have advised the sponsor that if soneone has not received
adequate training, the collection of evidence may not adm ssible
in court.

4:16: 59 PM

M5. BLAISDELL referred to page 2, line 19, of proposed AS
08.85.120 that outlines the general requirenents for a private
investigator. She related that in order to obtain a |icense as

a private investigator, an applicant nust be a citizen, cannot
have been convicted of a felony in the prior 10 years or been
convicted of a crinme of dishonesty or sexual m sconduct, or have
received a dishonorable discharge from the mlitary, or have
been determned to be nentally inconpetent by a court of |aw.
Further an applicant cannot currently be on probation or parole,
she sai d.

4:17:51 PM

MS. BLAISDELL referred to page 3, line 15, of proposed AS
08.85.130, which would create two classes of license, with a
class A license being a nore advanced professional |evel of
private investigator and a class B license an entry |evel

position, such as an apprentice who nmay need additiona
experience or training to becone a class A private investigator.
She directed attention to page 4, lines 21-31, through page 6,
line 12 of HB 9 to |language that identifies the information for
the Ilicense application, including providing the typica
standard information, plus providing crimnal history and
conviction record, enploynment records, and a statenent that the
applicant is free from nental illness. Applicants nust submt
fingerprints and fees for the crimnal history record check,
letters of recommendations fromthree citizens w thout any prior
felony convictions, and the application nust be notarized, she
sai d.

4:19:41 PM

M5. BLAISDELL referred to page 6, |line 13, of proposed AS
08.85.170 that would allow the departnent to conduct background
i nvestigations of applicants. She directed attention to page 6,
lines 19-28, which would create provisions for reciprocity to
allow private investigators licensed in another state, wth
conparabl e qualifications, to becone licensed in Al aska.

4:20:28 PM
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CHAIR COLSON asked how nmany states currently license private
i nvestigators.

M5. BLAI SDELL answered that she was unsure. She recall ed that
approximately 109 Al askans have identified thensel ves as private
investigators and approximately 40 out-of-state investigators.
In further response, she answered that she was not sure how nany
other states currently |license private investigators.

MS. BLAISDELL clarified that proposed AS 08.85.200 would allow
Alaska to recognize private investigators licensed in other
states, but she wasn't certain how many states would recognize
Al aska's private investigators for reciprocity. In further
response, she related that a wde range of |icensure progranms
exist in other states. She recalled that four states do not
license private investigators, but sone states provide rmunici pal
oversi ght, although others have statew de | aws.

4:21:41 PM

M5. BLAISDELL referred to page 6, lines 29-31 through page 7,
line 12, of proposed AS 08.85.210, noting the departnment would
issue an identification <card that wll list the private
investigator's |icense nunber, which nust be carried while the
investigator is performng private investigator duties.

M5. BLAISDELL directed attention to page 7, lines 12-31 through
page 8, line 15 of proposed AS 08.85.220, to the requirenent for
a private investigator agency certificate, noting the departnent

will issue a private investigator agency certificate if the
primary enployee neets the requirenents of possessing a class A
license and the agency is insured and bonded. She referred to
page 8, 1lines 16-31 through page 9, line 2, of proposed AS
08.85.230 related to license renewal and nontransferability of
| i censes. She related that a private investigator license is
not transferable, but can be renewed as long as the
qualification criteria is still wvalid; however, approximtely
every five years a |licensee must submt to an additiona

backgr ound check.
4:22:43 PM

M5. BLAISDELL directed attention to page 9, lines 3-11, of
proposed AS 08.85.240, which pertains to firearns training. She
explained this provision was added to ensure that people
entering into high risk situations would have successfully
conpl eted firearns training.
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M5. BLAISDELL directed attention to page 9, lines 12-17, which

provides confidentiality of |icensees' personal identifying
information. Under proposed AS 08.85.260, prohibited practices,
| icensees cannot collect information for illegal purposes. This

provision also prevents people from inpersonating a private
i nvestigator by carrying a badge or uniform or display flashing
vehicle |ights.

4:24:20 PM

M5. BLAISDELL, referring to page 10, line 24 of proposed AS
08. 85.270, explained that this basically states that an action
may not be brought against a person who files a conplaint in
good faith against a |icensee. She surnmised that private
investigators may encounter sone people who mght wsh to
conplain about the legitimate activities of a licensed private
i nvesti gator. Thus a private investigator can't be sued for
damages because he/she |ocated the person he was hired to find.
She next referred to page 10, lines 27-28, noting that the
regulations will be conducted by adm nistrative procedures by
t he departnent.

M5. BLAI SDELL directed attention to the exenptions begi nning on
page 10, lines 29-31 through page 12, line 13, that lists the
types of people who are exenpt from private investigator

i censure, i ncl udi ng peopl e who perform pr of essi onal
investigative services in their normal course of business, such
as attorneys, law enforcenment officers, insurance agents, bank
enpl oyees, forensic scientists, fire i nvestigators, and
paral egals, while acting within the scope of their enploynent.
She characterized these exenptions include a nunber of
professions that do not require additional |Iicensure as a

private investigator.
4:26:12 PM

M5. BLAISDELL stated the bill contains a few definitions, and
transitional provisions that allow sonmeone who has net the
requirenents of this chapter who is operating as a private
investigator to continue to do so until the business |icense
renewal . She related that the effective date of the bill is
July 2015, although the departnment would like to postpone the
effective date to allow tinme to adopt regul ations.

4:26:50 PM
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REPRESENTATI VE HUGHES enphasized that private investigators
cannot wear any type of badge that attenpts to portray them as
|aw enforcenment officers or sone type of state or federal
of ficials.

4:27:37 PM
CHAI R OLSON asked for clarification on the fiscal note.

M5. BLAI SDELL deferred to the departnment to discuss the fisca
note; however, she pointed out the fiscal note in nenbers'

packets refers to House Bill 253, which was a bill introduced
| ast legislature to license private investigators, which did not
pass. She included a fiscal note for the aforenentioned bil

since it provides a basis for discussion for the fiscal note for
HB 9.

4:28:25 PM

REPRESENTATI VE LEDOUX referred to page 3, lines 13-14, to
subsection (c), which seens overly vague for a conflict of
i nterest. She suggested it may give the departnent unfettered

authority to establish a conflict of interest as opposed to
speci fyi ng circunstances.

MS. BLAI SDELL stated that this bill was patterned after Col orado
law. She said that the applicant nay not be currently enpl oyed
in a position the departnent determines to represent a conflict
of interest for the prospective I|icensee. The provision
specifically restricts licensees from being currently enployed
as a peace officer or federal, state or |ocal governnment in the
capacity of |aw enforcenent. She suggested that a person m ght
be employed in a profession that could create a conflict of
interest, such as sonmeone who is a human resource officer who
has access to nore information. She suggested there will always
be odd circunstances and questions as to whether the departnent
shoul d have the discretion.

4:31: 02 PM

REPRESENTATI VE LEDOUX interjected that she feels unconfortable
with [the departnent determining any conflict of interest].

REPRESENTATI VE HUGHES wel comed suggestions in inproving that
provi si on.

4:31: 27 PM
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REPRESENTATI VE JOSEPHSON referred to page 2 of HB 9 to the scope
of practice for investigators. He wondered whet her proposed AS
08.85.110 would cover all the activities of a private
investigator and if the activities |listed were based on a node
bill.

M5. BLAI SDELL explained that the private investigator |icensing
bill used Colorado's |aw, which was tweaked by Legislative Legal
to conport with other statutory provisions.

REPRESENTATI VE HUGHES rem nded nenbers that the previous bill
had input and review from private investigators so she thought
the private investigators would have pointed out any
investigative activities that were m ssing.

4:33:32 PM

REPRESENTATI VE JOSEPHSON referred to page 7, to subparagraph (A)
to errors and omnm sSSi ons i nsurance. He asked what is known about

private investigator negligence. He stated that private
investigators could be liable for errors and he wondered if
private investigators can obtain insurance. He said he has

never heard of any insurance being offered, but wondered whet her
private investigators could be sued for such things as reporting
that adultery occurred when it actually didn't occur.

MS. BLAI SDELL answered that the bill requires surety bonds and
errors and om ssions insurance, which was set at $100,000 at the
recommendation of a private investigator. She reported that the
surety bond is standard practice, that the Cty of Fairbanks

requires licensing for private investigators, as well as
requiring a surety bond of $10,000, or $20,000 if the private
investigators are licensed in tw or nore states. She was

unsure about the errors and omnmi ssions insurance, but offered to
research this for the commttee.

4:35:41 PM

REPRESENTATI VE JOSEPHSON referred to the concealed handgun
provi si ons and asked whet her any second anendnment constitutional
I ssues exi st.

M5. BLAISDELL replied that she asked for clarification from
Legislative Legal Services in terns of the permt to carry a
conceal ed handgun. She reported the legislative legal drafters
advi sed that Al aska | aw does not prohibit anyone 21 years of age
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or older who may legally possess a firearm from carrying a
conceal ed weapon. Thus, anyone can carry a concealed firearm
w thout a special permt or training. Further, Al aska provides
that a person nay obtain permt to carry a conceal ed handgun,
with the primary reason to obtain an Al aska conceal ed handgun
permt is to be able to carry a concealed handgun in other
states. She stated that in order to obtain a conceal ed handgun
permt, a person is required to successfully conplete an
approved handgun course under AS 18.65.715, typically conducted
by the Al aska State Troopers or by several private entities.
Last year during discussions on the previous bill, it was deened
inmportant that if private investigators were to carry any
weapons while encountering higher-risk situations, that sone
type of training should be required.

4:38:15 PM

REPRESENTATI VE JOSEPHSON asked whether the penalties for failure
to conply with the investigator certificates [under proposed AS
08.85.220 (e)] was consi stent with violations of ot her
prof essions, for exanple, if soneone calls thenselves a nurse

but he/she is not one, whether the person is subject to a class
A m sdeneanor. He pointed out sone of the violations are
technical such as in [subsection (c), paragraph (5)] that
requires notifying the departnment within 30 days of any change
in the agency's officers, directors, or partners.

REPRESENTATI VE LEDOUX referred to the extensive list of 18
exenptions and wondered why so many exenptions were allowed if
hor r endous t hi ngs can happen with unl i censed private
i nvestigators. She asked why the bill was only concerned about
peopl e conducting investigations wth their own individual
busi ness, but not for those working for an attorney or an
I nsurance agent.

REPRESENTATI VE HUGHES stated that in many of the exenptions, the
prof essi onal s conduct investigations as part of their duties and
t hey have sone oversight, whereas private investigators are sole
practitioners. She suggested that sone of the other professions
require their own |icensing.

4:41: 25 PM

REPRESENTATI VE LEDOUX referred to page 10, |line 31 through page
11, line 2, which read, "(1), a person who is enployed
exclusively or regularly by one enployer that is not a private
i nvestigator agency and who perfornms investigations solely in
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connection with the affairs of that enployer.” She offered her
belief that could be someone working for an insurance conpany.
She offered her belief that if licensing is going to be required
for investigators, that it should cover everyone.

M5. BLAI SDELL responded that the business license classification
for i nvestigations was very Dbroad, and the types of
i nvestigators who seek licensure tend to be the ones who are in
busi ness for thenselves wth Dbroad access to database
i nformation. Typical ly, insurance adjusters work for insurance
agencies, and if soneone has a concern, he/she could contact the

enpl oyer.
4. 44: 33 PM

REPRESENTATI VE LEDOUX argued that these investigators could be
hired by an insurance conpany or an attorney seeking
information. She expressed concern that the investigators m ght
m sidentify thenselves just to obtain the information, but the
enpl oyers mght not be concerned since their goal is to hire
i nvestigators to find out.

REPRESENTATI VE HUGHES suggested that it isn't necessary to

|icense everyone who puts on Band-Aids as |icensed practical
nurses, that there nust be a limt. She expl ai ned that people
wor ki ng under these exenptions have enployers. Al t hough she

understood the concern, she suggested there nust be a limt as
to who needs |icensure. She maintained that the exenptions are
for people who work for enployers so they have oversight and
likely work under a set of requirenents in their professions
that may address the concerns.

4. 45: 48 PM

REPRESENTATI VE = LEDOUX  agreed t he enpl oyers m ght have
requi renents, but she is not sure that they do, which is her
concern.

REPRESENTATI VE HUGHES suggested that the division mght be able
to provide a response on the exenptions for professions covered
by |icensure.

CHAI R OLSON asked to discuss the fiscal note.

4:46: 26 PM
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SARA CHAMBERS, Acting Director, Division of Corporations,
Busi ness, and Professional Licensing, Department of Comerce,
Communi ty, & Econom c Devel opnent (DCCED), said the fiscal note
reflects the level of staffing and costs to start a new program

for licensure costs and enforcenent. The I|icensing exam ner
would need to conpile information and determine eligibility and
the division's investigators wwuld need to review the
information to determne if it is true and accurate and the
applicant was not wthholding information that wll keep them
from neeting the threshold for |I|icensure. Certainly, the

di vision would not expect 100 percent of the licensing exam ner
or investigator's time to be charged back to the private
i nvestigator |icensing program Last year the division received
three new |licensing prograns as well as a significant expansion
of a program but failed to ask for additional support wthin
t he divi sion. This resulted in the division not being able to
absorb the <costs, therefore; the division wll request the
m nimum staff it needs for any new prograns. She related her
understanding that a portion of the licensing staff mght be
charged to other |icensing prograns.

4:50: 00 PM

REPRESENTATI VE JOSEPHSON said it sounds like the division wll
be shifting sone of the burden of the private investigator
licensing program to some of the other new prograns. However,
it doesn't seemfair for the private investigators to absorb the
2014 new licensing program costs. He wondered if the division
must explain to the other prograns why their fees wll be
i ncreased or whether he is mssing the point.

M5. CHAMBERS explained that the division puts forth a certain
|l evel of service regardless of the nunber of staff, which
depends on the length of the lag tine to process new |icenses,
for exanple, if applicants nust wait three weeks, six weeks, or

a year for [licensure. Thus the volune doesn't reflect the
activity, but the |level of service can be provided. She did not
necessarily think there will be additional costs for a specific
program but the division desires to provide a high |evel of
service to the state. For exanple, the Alaska State Medica
Board just conpleted its renewal period at a tinme when the
division experienced an influx of applications. Havi ng

additional staff available allows the division to tenporarily
assign licensing examners to prograns that need seasonal help,
in this instance, to assist the nedical board |license doctors to
ensure that hospitals were fully staffed and able to function.
In fact, Alaskans have a high expectation for service and the
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di vision can experience a need for help in any of its |icensing
prograns, she said.

4:52:41 PM

REPRESENTATI VE HUGHES expressed concern that the fiscal note was
nearly quadruple of the fiscal note on a simlar bill |ast
| egi sl ative session. She recalled during the presentation for
the Division of Corporations, Business & Professional Licensing,
that Ms. Chanbers reported the range for license fees was a

m nimum of $50 for sonme professions to $1,700 for m dw ves.
However, she reported that page 3 of the fiscal note for HB 9,

lists an estimted license fee of $2,900 for private
i nvestigators. She questioned the figures since the fiscal note
to license private investigators |ast year was $60,000 total

instead of $230, 000. She wondered why private investigators
were being asked to help cover the expenses for the error of
licensing costs for three new professions |ast year. She
explained that it was not her intent to create a bureaucracy.
She further questioned the need for 1.5 licensing examners to
license a potentially 140 private investigators in the state.
She stated that this program was patterned after sone processes
in place for other professions, including fingerprinting. She
expressed concerned about the proposed costs to |license private
investigators as well as their proposed biennial fees.

M5. CHAMBERS replied that she did not anticipate the 1.5 staff
positions proposed for the program to charge all of their tine
to the private investigator program |It's possible the proposed
private investigator Ilicensing program mght need a fulltine
investigator for a nonth, or 80 percent of an investigator's
time for three nonths, or perhaps 60 percent for six nonths.
After the initial licensure period, the investigator's ongoing
comm tnment could be reduced to 30 percent, she said, noting that
the fiscal note anticipated the absolute worst case scenario,
and took into account the nunber of exenptions that nust be
considered as well as potential conplaints. However, at this
point the division doesn't know how many private investigators
will apply for licensure. She described the fee setting process
as being very dynamic, one that depends a nunber of factors
outside the division's control. It is nore likely that private
investigators wll pay fees closer to those of mdw ves, but the
projected $2,900 in biennial fees were based on the information
the division has today. Any portion of staff time not used for
the private investigator program wll be charged to another
program For exanple, if the licensing exam ner assigned to the
private investigator program was tenporarily assigned to help
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nmedi cal board process applications or |icense renewals, the
examner's time will be charged to that program she said.

4:57:10 PM

REPRESENTATI VE HUGHES questioned the ratio of 1.5 staff for this
pr ogram She asked for further clarification on the nunber of
staff assigned to other non-board professions of simlar size -
with 150 licensees - since 1.5 staff seens very high.

M5. CHAMBERS answered that it depends on the program She
explained that sone prograns wth under 100 |I|icensees are
assigned one fulltime staff; however, other prograns may have
several thousand |icensees but their profession requires m nimnal
requirenents for licensure, with little need for investigations.
Thus, those professions may be assigned one-half or one fulltine
licensing examner. Certainly, at tines the division may assign

multiple investigators to work on one investigation. However,
for this program the division envisions that investigating
licensees and reviewing the allowable exenptions will initially
require quite a bit of "hands on" effort. It seenmed highly
unlikely the private investigator |icensees would be charged
$2,900 in biennial fees or that it would take 1.5 staff to
mai ntain the program The division will enploy the practice of
positive tinmekeeping. She enphasized that the division cannot

absorb these program costs so it anticipated the costs for the
proposed program

4:59:59 PM

REPRESENTATI VE HUGHES mai nt ai ned her concern over t he
"quadrupl ed" fees reflected in the fiscal note. She said she
did not wish to have the fiscal note reiterated, but she
expressed concern that the bill will not pass with the current
fiscal note attached. In fact, she said she will pull the bil

rather than add to the bureaucracy in the division.

[HB 9 was hel d over].

5:00: 50 PM

ADJ QURNIVENT

There being no further business before the conmttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
5:01 p.m
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