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COW TTEE CALENDAR

HOUSE BI LL NO. 214

"An Act repealing the Wrkers' Conpensation Appeals Comr ssion

relating to decisions and orders of the Al aska Wrkers'
Conpensation Board; relating to superior court jurisdiction over
appeals from Al aska Wrkers' Conpensation Board decisions and
orders; repealing Rules 201.1, 401.1, and 501.1, Al aska Rul es of
Appel l ate Procedure, and anending Rules 202(a), 204(a) - (c),
210(e), 508(g), 601(b), 602, and 603, Alaska Rules of Appellate
Procedure; and providing for an effective date."

- MOVED CSHB 214(L&C) OQUT OF COW TTEE
HOUSE BI LL NO 372

"An Act relating to insurance; relating to expenses for
i nsurance exam nations; relating to regulations for insurance

utilization revi ew, benefits determ nati on, heal t h care
i nsurance grievance resolution procedures, independent review of
adver se determ nati ons or final adver se determ nati ons,

i ndependent review organizations, and continuing education
providers; relating to required provisions for health care
i nsurance contracts and policies, including health care provider
choi ce; establishing civil penalties for insurers for failure to
provide requested records; anending the definition of 'wet
marine and transportation' insurance; anending provisions on
limted licenses to include crop insurance; relating to third-
party admnistrator notification requirenments; relating to
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certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of wvariable life 1insurance
policies and variable annuities; establishing limtations on
i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; anmending the definition of
‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donmestic insurer; establishing a
definition of 'bona fide association'; relating to requirenents
and penalties for commtting a fraudulent or crimnal insurance
act; updating criteria for exam nations; relating to rate filing
devi ations; establishing civil penalties for certain wlful
violations; and providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO 281

"An Act relating to real estate broker licensure; relating to
the real estate commssion; and providing for an effective
date."

- HEARD & HELD
HOUSE Bl LL NO. 290
“"An Act extending the termnation date of the Real Estate
Comm ssion; and providing for an effective date.™
- MOVED HB 290 OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 214

SHORT TITLE: REPEAL WORKERS COMVP APPEALS COWM SSI ON
SPONSOR(s): REPRESENTATI VE(s) OLSON

01/ 19/ 16 (H PREFI LE RELEASED 1/8/16
01/ 19/ 16 (H READ THE FI RST TI ME - REFERRALS
01/ 19/ 16 (H L&C, JUD

03/ 14/ 16 (H L&C AT 3:15 PM BARNES 124
03/ 14/ 16 (H Heard & Held

03/ 14/ 16 (H M NUTE( L&C)

03/ 18/ 16 (H L&C AT 3:15 PM BARNES 124
03/ 18/ 16 (H Schedul ed but Not Heard
03/ 28/ 16 (H) L&C AT 3:15 PM BARNES 124
03/ 28/ 16 (H Schedul ed but Not Heard
03/ 30/ 16 (H L&C AT 3:15 PM BARNES 124
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BILL: HB 372
SHORT TI TLE: OWNI BUS | NSURANCE
SPONSCR(s) : LABOR & COMVERCE

03/ 21/ 16 (H) READ THE FIRST TIME - REFERRALS
03/ 21/ 16 (H) L&C

03/ 28/ 16 (H L&C AT 3:15 PM BARNES 124

03/ 28/ 16 (H) Heard & Hel d

03/ 28/ 16 (H) M NUTE( L&C)

03/ 30/ 16 (H L&C AT 3:15 PM BARNES 124

BILL: HB 281

SHORT TI TLE:. REAL ESTATE BROKER LI CENSURE REQS
SPONSOR(s):  MUNCZ

01/ 29/ 16 (H READ THE FIRST TIME - REFERRALS
01/ 29/ 16 (H) L&C

03/ 30/ 16 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 290

SHORT TI TLE: EXTENDI NG THE REAL ESTATE COWM SSI ON
SPONSCR(s) : LABOR & COMMVERCE

02/ 01/ 16 (H READ THE FI RST TIME - REFERRALS
02/ 01/ 16 (H) L&C, FIN
03/ 30/ 16 (H) L&C AT 3:15 PM BARNES 124

W TNESS REG STER

LAURA STI DOLPH, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: On behal f of Representative O son, sponsor,
presented changes in the commttee substitute (CS) for HB 214,
Versi on P.

NANCY MEADE, General Counsel

Ofice of the Adm nistrative Director

Al aska Court System

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
214.

ANNA LATHAM Legi sl ative Liaison
O fice of the Conm ssioner
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Depart ment of Labor & Workforce Devel opnent

Juneau, Al aska

PCSI TI ON STATEMENT: Answered a questions during the hearing on
HB 214.

MARI E MARKS, Director

Central Ofice

Di vision of Wirkers' Conpensation

Depart ment of Labor & Workforce Devel opnent

Juneau, Al aska

POSI TI ON STATEMENT:  Answer ed questions during the hearing of HB
214.

ANDREW HEMENWAY, Chair

Wor kers' Conpensation Appeal s Conm ssion

Di vision of Wrkers' Conpensation

Anchorage O fice

Depart ment of Labor & Workforce Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing of HB
214,

TERRY HARVEY, Staff

Representati ve Cathy Minoz

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Speaki ng on behal f of Representative Minoz,
sponsor of HB 281, introduced the bill and answered questi ons.

NANCY BLATCHLEY DAVIS, Chair

Al aska Real Estate Comm ssion

Sitka, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing of HB 281.

KRI'S CURTIS, Legislative Auditor

Legi sl ative Audit Division

Legi sl ati ve Agencies and Ofices

Juneau, Al aska

PCSI TI ON STATEMENT: Answered a question during the hearing on
HB 281.

TRACI BARI CKMAN, Real Estate Broker
Sutton, Al aska
POSI TI ON STATEMENT: Testified in support of HB 281.

LAURA STI DOLPH, St af f
Representative Kurt O son
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Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: On behal f of Representative O son, chair of
the House Labor and Comerce Standing Conmmttee, sponsor,
i ntroduced HB 290.

LORI W NG HEI ER, Director

Di vi sion of Insurance

Anchorage O fice

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
290.

KRI'S CURTI S, Legislative Auditor

Legi sl ative Audit Division

Legi sl ative Agencies and Ofices

Juneau, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
290.

ERROL CHAMPI QN, Chair

| ndustry | ssue Key Work G oup

Al aska Associ ati on of REALTORS

Juneau, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing of HB
290.

ACTI ON NARRATI VE

3:.23:23 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Committee neeting to order at 3:23 p.m Representatives d son,
Tilton, Kito, Josephson, Hughes, LeDoux, and Col ver were present

at the call to order.

HB 214- REPEAL WORKERS' COVP APPEALS COWM SSI ON

3:23:31 PM

CHAI R OLSON announced that the first order of business would be
HOUSE BILL NO 214, "An Act repealing the Wrkers' Conpensation
Appeals Comm ssion; relating to decisions and orders of the
Al aska Workers' Conpensation Board; relating to superior court
jurisdiction over appeals from Al aska Wrkers' Conpensation
Board decisions and orders; repealing Rules 201.1, 401.1, and
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501.1, Alaska Rules of Appellate Procedure, and anmending Rul es
202(a), 204(a) - (c), 210(e), 508(g), 601(b), 602, and 603,
Al aska Rules of Appellate Procedure; and providing for an
effective date.”

3:24: 09 PM4

LAURA STIDOLPH, staff to Representative Kurt O son, Alaska State
Legi sl ature, speaking on behalf of Representative O son, sponsor
of HB 214, introduced the proposed comrittee substitute for HB
214, [l abeled 29-LS0854\P], noting that the bill is at the
request of the conm ssioner of the Departnent of Labor &
Wor kf orce Devel opnent. At the previous hearing on 3/14/16, the
Al aska Court System requested changes bringing back the original
| anguage from the Wrkers' Conpensation Act - enacted prior to
the establishnment of the Worker's Conpensation  Appeals
Commi ssion in 2005 - and adding | anguage related to the transfer
of files to the Alaska Court System

3:25: 06 PM

REPRESENTATI VE HUGHES nobved to adopt the proposed committee
substitute (CS) for HB 214, |abeled 29-LS0854\P, Wall ace,
3/ 21/ 16, as the working docunent.

3:25:21 PM
CHAI R OLSON obj ected for discussion purposes.

M5. STIDOLPH paraphrased the foll ow ng sunmary of changes for HB
214, page 3, lines 6-31, and page 4, lines 1-11 [original
punct uation provided]:

Section 5. AS 23.30
Page 3, Lines 6-31 and Page 4, Lines 1-11
Delete all the mterial and insert original
| anguage from the W rkers’ Conpensation Act (AS
23.30.125) from 2004 prior to the establishnent
of the WCAC.

M5. STIDOLPH said the proposed change to Section 5 was at the
request of the Alaska Court System to return power back to the
superior court. She continued to page 5, lines 24-26, and
par aphrased from the following summary of changes [original
punct uati on provided]:
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Section 12. Transitional Provisions
Page 5, Lines 24-26 (a)
Delete all material after “shall” and insert *“be
transferred to the superior court in the judicia
district where the original claim was filed,
under AS 22.10.020 and Rules 604(b) and 609,
Al aska Rul es of Appellate Procedure.

Page 5, Line 30
After “June 1, 2016” insert “within 30 days after
the date that the board decision becones final.”

Page 6, Lines 1-17
Delete all material in (c) and (d) and replace
wi th new | anguage.

REPRESENTATI VE COLVER asked for the tinme period available for a
party to appeal after a decision is nade.

M5. STIDOLPH said on or [before Decenber 1, 2016], a party
seeking review may file an appeal or petition for review wth
t he supreme court as stated in [Section 12, subsection (c)].

3:29:40 PM
REPRESENTATI VE COLVER asked for clarification that an appeal of

a decision by the Wrkers' Conpensation Board (board) would be
filed within 30 days.

3:29:52 PM
M5. STIDOLPH said, "It's ... thirty days after the date that the
board decision becones final." She continued to page 6, line

22, and paraphrased the summary of changes, as follows:
[original punctuation provided]

Section 13. Terns of Comm ssioners
Page 6, Line 22
Renove *“February 20, 2017” and insert “Decenber
31, 2016.”

Section 14. Conditional Effect
Page 6, Line 25
I nsert “CONDI TI ONAL EFFECT. This Act takes effect
only if secs. 8 and 10 of this Act receive the
two-thirds majority vote of each house required
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by art. IV, sec. 15, Constitution of the State of
Al aska.

REPRESENTATI VE LEDOUX questioned whether HB 214 exactly returns
| egislation to the | anguage before changes were made in 2005.

M5. STI DOLPH sai d yes.

3:31:13 PM

CHAIR COLSON renoved his objection. There being no further
obj ection, Version P was before the conmttee.

REPRESENTATI VE HUGHES asked why the act takes effect June 1,
2016.

M5. STI DOLPH was unsure.
3:32: 08 PM

NANCY MEADE, Ceneral Counsel, Admnistrative Staff, Ofice of
the Adm nistrative Director, Al aska Court System informed the

committee the bill reverts the appeals procedure to that in
2005, and the Alaska Court System sought the same wording as
existed in 2005 so that all case precedents would remain
appl i cabl e, and to streamline case decision-mnaking. In

addition, the transitional provisions ensure that the files
transferred from the Departnent of Labor & Workforce Devel opnent
(DLWD) are in the proper format.

3:34: 05 PM

ANNA LATHAM Legislative Liaison, Ofice of the Comm ssioner,
DLWD, in response to Representative Hughes' question, responded
that DLWD requested the effective date to be June 1, 2016, so
that the W rkers' Conpensation Appeals Conm ssion (conm ssion)
woul d have until Novenber 1, to finalize cases.

REPRESENTATI VE JOSEPHSON questioned whether an aggrieved party
woul d have until Novenber to file an appeal to the comm ssion,
or if they could wait and appeal to the superior court.

M5. MEADE stated that after June 1, an appeal of a final
decision of the commssion would be submtted to the superior
court; furthernore, anything pending with the commssion in
Novenber will be transferred to the court. In response to an
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earlier question from Representative Colver, she pointed out

that proposed Section 5, page 3, lines 6-10, clarifies that the
deci sion of the conm ssion becones final on its 31st day, after
whi ch an appeal can be accepted. In response to Representative
Josephson, she said the commission will not accept new appeal s

after June 1.

REPRESENTATI VE COLVER assuned filed decisions are witten
orders.

M5. MEADE sai d yes.

REPRESENTATI VE COLVER suggested that during the 31 days there is
an opportunity for a party to ask for partial reconsideration
before the order is final

3:38:31 PM

MARIE MARKS, Director, Central Ofice, Dvision of Wrkers'
Compensation, DLWD, answered that a decision by the Wrkers'
Conpensation Board is issued in a witten format and becones
effective when signed and served on all parties. At that tine,
a prospective appellant has 14 days to ask the board for
reconsi deration, and 30 days to appeal its decision to a higher
power . If the board takes no action, the power to reconsider
ends, and she opined that in the proposed version, "if you don't
reach that 30-day wi ndow by June first, you need to go ahead and
seek appeal with the superior court. So, it's June first, and
you have to reach your 30-day w ndow before June first, that's
nmy understandi ng of the working draft."”

REPRESENTATI VE COLVER questioned if a party asked for
reconsideration within the 14-day period, whether that would
stay the 30-day period for appeal.

M5. MARKS said no, the periods proceed at the sane tine. In
further response to Representative Colver, she said the board
nmust take action on reconsideration within the 14-day period by
contacting the parties, and if no action is taken, that is a
deni al of reconsideration.

REPRESENTATI VE COLVER observed that the board process is
unchanged, except that the appeal would go to the superior
court.

M5. MARKS agr eed. She added that every decision issued inforns
the parties of their right to ask for reconsideration or
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nodi fication; the only change nmade by the proposed |egislation
is that the appeal would go to the superior court rather than
t he conm ssi on.

3:42: 56 PM

REPRESENTATI VE LEDOUX inquired as to how nany cases would be
caught in the transition brought about by the |egislation.

MS. MEADE was assured there would be about six cases or |ess
pendi ng before the conm ssion, but not resolved.

REPRESENTATI VE LEDOUX posited if a case is not resolved, the
parties nust submt new briefs.

M5. MEADE acknow edged there nmay be sonme delay during the
transition process; however, parties would not have to re-brief
because the commssion wll provide docunments in the proper
form She said she anticipates working with DLWD to mnimze
del ay.

REPRESENTATI VE COLVER inquired as to whether there still is a
hearing officer who hears the initial request for benefits or
conpensat i on.

M5. MARKS explained that a board decision is made by a board
panel consisting of two or three nenbers: one chair, who is a
staff attorney; one |abor representative; and one industry
representative.

3:46: 52 PM

REPRESENTATI VE CCOLVER related his experience that attorney fees
were a tinme-consunm ng issue.

M5. MARKS said the fees awarded at the board level follow a
statute that provides for actual attorney fees when restrictions
are met.

M5. MEADE directed attention to the bill on page 4, lines 9-11,
whi ch read:

(g0 A court may not make an award of costs and
attorney fees against an injured worker unless the
court finds that the worker's position on judicial
review was frivolous or unreasonable or the judicia
review was sought in bad faith
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M5. MEADE said subsection (g) is the statutory gui dance given to
the courts on how to award attorney fees. Cenerally on appeal
the court has different provisions than at the board |evel.

M5. MARKS restated that with exceptions, at the board |evel
attorney fees are full, actual, and reasonabl e.

MS. MEADE recalled there was nuch litigation about attorney fees
in workers' conpensation cases at the superior court |evel, and
prior case decisions will be effective.

REPRESENTATI VE COLVER stated that subsection (g) was also a
protection for the worker.

M5. MEADE i ndi cated yes.

REPRESENTATI VE COLVER gave an exanple of a case in which the
injured worker prevailed and asked, "and then the insurance
conpany, the workers' conp carrier, then would be liable to
cover the injured worker's fees, right?"

M5. MARKS advised that the board will award reasonable fees to
be paid to the enployee's attorney on the issue(s) on which they
prevail, and those fees are a conpensation benefit, so the
entity that pays conpensation benefits woul d be responsi bl e.

REPRESENTATI VE COLVER asked for an indication of whether
attorney fees are a big issue.

3:51: 36 PM

ANDY HEMENWAY, Chair, Wrkers' Conpensation Appeals Conmi ssion

Anchorage Ofice, Dvision of Wrkers' Conpensation, DLW,
advi sed that for cases that were appealed fromthe comm ssion to
the suprene court, attorney fees are a comon - but not the nost
common - subject for litigation beyond the appeals conm ssion.
The experience at the appeals conmission is that it is not a
maj or subject in ternms of the anobunt of fees.

REPRESENTATI VE LEDOUX asked whether attorneys are granted ful
reasonabl e fees before the appeal s conmm ssion.

VR. HEMENWAY said the same standards apply before the
comm ssion, as apply before the board.
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REPRESENTATI VE LEDOUX asked about attorney fees garnered for
cases before the superior court.

M5. MEADE wi |l provide an answer to the conmttee.

CHAIR OLSON said the issue can be addressed in the next
commttee of referral, the House Judiciary Standing Conmittee.

REPRESENTATI VE HUGHES asked what differs between the |anguage in
HB 214, and the related statute prior to the changes made in
2005.

M5. MEADE said Section 5, subsection (a) provides tinelines that
are slightly different, but clearer. On page 3, lines 11-31 are
copied fromthe 2005 law, on page 4, lines 5-11 are subsections
which did not appear in the 2005 law, and that were added by
DLW\D.

3:57:51 PM

CHAIR OLSON opened public testimony on HB 214, after
ascertaining no one wshed to testify, public testinony was
cl osed.

3:58:42 PM

REPRESENTATI VE HUGHES noved to report the commttee substitute
(CS) for HB 214, Version 29-LS0854\P, Wallace, 3/21/16, out of
committee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 214(L&C) was
reported out of the House Labor and Commerce Standing Commttee.

3:59: 04 PM
The commttee took an at ease from3:59 p.m to 4:01 p.m

HB 372- OMNI BUS | NSURANCE

4:01: 22 PM

CAIR COLSON announced that the next order of business would be
HOUSE BILL NO 372, "An Act relating to insurance; relating to
expenses for insurance exami nations; relating to regulations for
insurance utilization review, benefits determnation, health
care insurance grievance resolution procedures, independent
revi ew of adver se determ nati ons or final adver se
determ nations, independent review organizations, and continuing
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education providers; relating to required provisions for health
care insurance contracts and policies, including health care
provi der choice; establishing civil penalties for insurers for
failure to provide requested records; anending the definition of
‘wet marine and transportation' insurance; anending provisions
on limted licenses to include crop insurance; relating to
third-party adm nistrator notification requirenents; relating to
certification filing by reinsurance internediary brokers;
relating to rate filings, delivery of insurance policies or
endorsenents; relating to refunds of variable life insurance
policies and variable annuities; establishing limtations on
i ssuance of long- term care insurance; relating to requirenents
for group health insurance policies; anmending the definition of
‘group health insurance'; relating to notor vehicle service
contracts; relating to notice requirenents for neetings of
stockhol ders or nenbers of a donestic insurer; establishing a
definition of 'bona fide association'; relating to requirenents
and penalties for commtting a fraudulent or crimnal insurance
act; wupdating criteria for examnations; relating to rate filing
devi ations; establishing civil penalties for certain wlful
vi ol ations; and providing for an effective date."

CHAI R OLSEN advi sed a comm ttee substitute was forthcom ng.
[HB 372 was hel d over.]

HB 281- REAL ESTATE BROKER LI CENSURE REQS

4:01:40 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BILL NO 281, "An Act relating to real estate broker
licensure; relating to the real estate comm ssion; and providing
for an effective date."

4:02: 30 PM
TERRY HARVEY, staff to Representative Cathy Minoz, Al aska State

Legi sl ature, speaking on behalf of Representative Minoz, sponsor
of HB 281, provided background information on the real estate

i ndustry in Al aska. The real estate business was an industry
consisting of small local individuals who financed property
t hrough banks or |local investors. Over tine, the real estate

busi ness has becone increasingly conplex involving contracts,
docunents, orders, sales, trust accounts, and foreclosures. The
bill addr esses educat i on requi renents and experience
requirenents for a |licensee seeking to apply for a broker
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license. There is one broker per real estate firm whose duties
i nclude oversight of nonetary transactions, fees, trust fund
transactions, and the ultimate responsibility for all of the
| icensees associated with that firm The proposed bill would
require additional education credits and real estate experience
of an applicant, and was brought to the legislature by the
Al aska Real Estate Conmission and the Al aska Association of

REALTORS. M. Harvey said the intent of the bill is to better
serve consuners, ensure high quality transactions, avoi d
litigation, and inprove standards in Al aska. | f passed, in

order to apply for a broker license, a real estate |icensee or
associ ate broker would have to conplete 30 hours of education,
and have 48 nonths of experience. He said the industry supports
the bill.

4:06:47 PM

REPRESENTATI VE COLVER asked if the continuing education
requi renent follows a two-year |icense renewal cycle.

MR. HARVEY explained the bill does not change rules on
continuing education, but adds hours to the education
requi renent to apply for a broker license.

REPRESENTATI VE COLVER expressed his concern about continuing
education that 1is not relevant specifically to Alaska;, he
suggested adding a local elenment to the curriculum such as
weat heri zati on. He urged the sponsor to contact real estate
prof essionals regarding directing a portion of the education to
Al aska issues and | aws.

REPRESENTATI VE LEDOUX observed that a bill that increases
regul ation on an industry is suspect. She pointed out that the
bill would benefit current real estate brokers and nmake it nore
difficult for others to becone brokers; in fact, it would take
four years of practice to become a broker, and she questioned
the bill's value to public safety.

REPRESENTATI VE COLVER agreed that professional |icensing creates
protection for an industry, and he cautioned against
excl usi onary exceptions. He asked for additional background on
why the legislation is necessary.

REPRESENTATI VE HUGHES expressed interest in hearing about
problens that the bill would address.

4:15: 07 PM
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MR. HARVEY noted that testinony is available from those wth
experiences in the real estate industry which would provide the
reasoni ng behind HB 281, such as the growmh of the industry in
Al aska, the responsibilities of a real estate broker, the |ack
of standards in Al aska, and exanpl es of situations.

[ The conmittee treated the hearing on HB 281 as open for public
testinony. ]

4:16: 33 PM

NANCY BLATCHLEY DAVIS, <chair, Al aska Real Estate Comm ssion
(AREC), infornmed the conmttee the issue was brought forward not
by AREC, but by 25 various licensees who felt brokers were not
sufficiently know edgeable to protect the public. She said
Alaska ranks in the bottom four of br oker i censing
requi renents, and AREC seeks not to limt the nunber of brokers,
but to protect the public. Ms. Davis said AREC sees cases of
public harm that could have prevented with nore education. Her
experience was that she needed a nentor to assist wth her
upgrade to broker.

REPRESENTATI VE LEDOUX restated her interest in exanples [of
probl ens] .

M5. DAVIS said she could not provide an exanple because there
are no issues in Sitka, but offered to provide information from
AREC.

REPRESENTATI VE JOSEPHSON asked whether broker applicants are
normal ly real estate |icensees.

M5. DAVIS said yes, if wupgrading to an associate broker or
broker, licensees have been working for two years. In further
response to Representative Josephson, she said «currently,
licensees can work for two years, upgrade to a broker and open
their own busi ness. She said the licensees who approached AREC
felt there was not sufficient experience required to protect the
publi c.

REPRESENTATI VE LEDOUX asked for exanples [of problens] including
the length of time and experience of those invol ved.

4:21:54 PM
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KRIS CURTIS, Legislative Auditor, Legislative Audit Division,
Legislative Agencies and Ofices, said an audit of the
activities of the Al aska Real Estate Conmi ssion did not identify
a specific need to change the requirenments for |icensees, or
identify a risk area. The audit would have shown if there was a
probl emreported in neeting mnutes, and AREC di d not respond.

4:22:54 PM

TRACI BARI CKMAN, Real Estate Licensee, said she was representing
herself as a real estate professional and as an educator. She
said she has been licensed for over 23 years - 16 years as a
broker - and has supervised thousands of transactions and
hundreds of |icensees. She also serves as a conmm ssioner of the
Al aska Real Estate Comm ssion, has served as an educator in real
estate for 18 years, is a subject matter expert for real estate
industry testing materials, both on the state and on the
national level, and therefore her experience gives her insight
into the conduct of I|icensees. Ms. Barickman said real estate
is not a "buyer beware" field, and restraint of trade does not
out wei gh consuner protection. A broker license in Al aska can be
obtained wth only 85 hours of education and 2 years of
experience, which is nuch less than in other states. She said
she supports HB 281 to protect the public, and related her
recent experience with brokers who could not resolve a dispute
due to lack of an understanding of contract |aw, experience, and
probl emsolving skills, and clients "stood to |ose" $10,000 and
a $600, 000 contract. Ms. Barickman said in today's climte she
would not like to be in a position supervising those wth
m ni mal education. Protecting Al askans' honmes and financial
future is the responsibility of educators, conmm ssioners, and
| egi sl ators.

4:26:40 PM

REPRESENTATI VE COLVER inquired as to whether there is an Al aska-
based continui ng education curricula avail abl e.

MS. BARI CKMAN sai d broker upgrade curriculum covers general rea
estate know edge in depth, including financial investnents;
however, a big part is A aska law disclosures, and trust
accounts specific to Al aska.

REPRESENTATI VE COLVER asked whether there 1is a continuing
education requirenent to renew |icenses.
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M5. BARI CKMAN said yes, adding that all |icensees are required
to have a mninmm of 20 hours of continuing education every 2
years, and of that, 8 hours is nmandated by AREC to be Al aska-
specific, and 12 hours is elective. In further response to
Representative Col ver, she confirmed that the continuing
education requirenment is in regulation.

4:30: 30 PM
CHAI R OLSON announced public testinony woul d remai n open.
[ HB 281 was hel d over.]

HB 290- EXTENDI NG THE REAL ESTATE COWM SS| ON

4:30: 35 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 290, "An Act extending the term nation date of
the Real Estate Commission; and providing for an effective
date."

4:31: 02 PM

LAURA STIDOLPH, staff to Representative Kurt O son, Alaska State
Legi slature, on behalf of Representative O son, chair of the
House Labor and Conmerce Standing Conmmittee, sponsor of HB 290,
informed the commttee the bill extends the term nation date of
the Real Estate Conm ssion (conmission) to 6/30/18. Each year
the Legislative Audit Di vi si on, Legi slative Agencies and
Ofices, reviews state boards and conmssions to determne
whet her they should be reestablished. She directed attention to
a docunent provided in the commttee packet entitled, "A Sunset
Review of the Departnent of Commerce, Community & Economc
Devel opnent, Real Estate Conmi ssion," dated 7/24/15, and said
in the opinion of the auditors, the conm ssion serves the public
interest by licensing real estate brokers, associate brokers,
and sal espeopl e. In addition, the auditors made a
recommendation that the legislature anmend the Real Estate Surety
Fund statutes to provide nore conplete, effective, and efficient
consuner protection to claimnts. Ms. Stidolph recalled
legislation in 2008 that required sal espersons and brokers to
acquire error and om ssions (E&D insurance if a master policy
held by the comnmssion is in effect. Therefore, since the
comm ssion has been wunable to obtain a naster E& policy,
conpani on proposed legislation seeks to repeal that provision
and establish a two-year sunset date. She advised that the
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auditors' other recomrendations have been resolved, and urged
support for HB 290.

4:34:25 PM

REPRESENTATI VE JOSEPHSON asked why |icensees cannot get E&O
i nsur ance.

M5. STIDOLPH expl ained that |icensees can get E&O insurance, but
they are not required to by statute if the conmm ssion cannot

obtain a master policy. The intent is to repeal and sunset the
requirenent related to the comm ssion, thus over the next two
years, licensees will be required to obtain E&  insurance to

protect consuners.

REPRESENTATI VE JOSEPHSON surm sed that w se licensees get E&O
i nsurance, but not through a master policy held by the
commi ssi on.

MS. STIDOLPH advi sed that those who cannot get E&O insurance are
in a [high-] risk pool, and were supposed to be covered through
the master policy. In further response to Representative
Josephson, she said she was unsure how a licensee qualifies as
hi gh-ri sk.

CHAIR OLSON recalled that the real estate [conm ssion] intended
to create a group of real estate |licensees and brokers in the
state for the purposes of insurance, but "then there was little
or no followthrough on it, which is why we're where we're at
now ...."

4:38:39 PM

LORI WNG HEIER, Director, D vision of Insurance, Anchorage
Ofice, Depar t ment of Commer ce, Communi ty & Econom ¢
Devel opnent, advised that the related regulations set an
unrealistic limt of $300 on the ampunt of the prem um [of E&O
i nsur ance]. In addition, at this time, the Dvision of

| nsurance has inconplete underwiting data for a naster policy,
a pool, or for a request for proposal (RFP).

REPRESENTATI VE COLVER noted that there are many obstacles to
creating a pool for E&O insurance wi thout a business history.

CHAIR OLSON recalled that the real estate industry proposed a

bill based on the nodel of a national program Regar di ng
i nsurance |egislation, he advised using only nodel | aws
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sponsored by the National Association of |nsurance Conm ssioners
or the National Conference of I|Insurance Legislators.

REPRESENTATI VE COLVER stated his preference would be for
i ndi vi dual licensees to disclose whether they carry E&O
i nsur ance. Further, state regulations of this type cause
opposition, especially wthout conpelling case histories to
warrant | egislation.

M5. STIDOLPH advised that the real estate industry indicated
that many |icensees and brokers carry E&O insurance, except for
the small pool who are unable to obtain coverage; the naster
policy would protect the consuner and allow affected businesses
to operate.

4:46: 31 PM

REPRESENTATI VE JOSEPHSON asked whether |icensees and brokers
fail to get coverage because there is a conplaint, or because of
the cost. He stressed that businesses should be fully insured,
and that this a serious problem

MS. STIDOLPH stated that data is unavailable as to which brokers
and |icensees have insurance coverage.

CHAI R OLSON added that the lack of E&D coverage and mal practice
insurance is not limted to the real estate industry.

REPRESENTATI VE COLVER asked whether E&O coverage could be
established in a manner simlar to workers' conpensati on.

M5. W NG HElI ER advi sed an assigned-risk pool is put to bid every
four years through the National Counci | on Conpensation
| nsurance; the division rates proposals that are submtted to
the state and assigns a percentage of the worker's conpensation
busi ness.

REPRESENTATI VE COLVER observed that E&O coverage is nore like a
bank loan and is based on professional expertise, experience,
and credit, versus "a straight occupational percentage."

4:50: 20 PM
M5. W NG HEI ER advi sed that E&O coverage is based on a nunber of

underwiting factors related to each individual's experience,
which is the data the division is |acking.
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REPRESENTATI VE LEDOUX recalled previous testinony that other
busi nesses - such as doctors and lawers - do not have E&O
coverage, and questioned why the legislation is focused on the
real estate industry.

M5. STIDOLPH noted that [House Bill 357, passed in the Twenty-
Fifth Alaska State Legislature (2008)] had two parts: 1.) the
realty recovery fund was turned into the realty surety fund,
whi ch shifted responsibility from the Real Estate Comm ssion to
the court system to recover funds; 2.) licensees were required
to have E&O insurance.

CHAIR OLSON, in response to Representative LeDoux, explained the
| egislation was sought by the industry, and becane statute in
2008, but is not working. He described sonme of the ongoing
probl ens for the industry and for some consuners.

REPRESENTATI VE LEDOUX questioned whether the Legislative Audit
Division would nornmally delve into the topic of education
requirenents for a certain profession.

4:54: 40 PM

KRIS CURTIS, Legislative Auditor, Legislative Audit Division,
Legi slative Agencies and Ofices, responded that the audit
division perfornms sunset reviews following the |legislative
oversi ght process. She said the division would not |ook at the
education requirenments of an occupation, but at the ability of a
commission to protect the public interest and regulate its
i ndustry. The audit concluded that the Real Estate Conm ssion
is serving the public interest generally, and did not recomend

term nation; however, the audit did recommend a six-year
extension if the conm ssion can obtain E&O insurance by January
[ 2016], and a four-year extension if not. Ms. Curtis pointed

out the E&  requirement becane effective in 2010, but
regul ations were not effective until OCctober 2014, thus this is
an extensive lag in response to the legislation. Although there
were many reasons given for the delay, the audit concluded the
reasons were i nadequate.

REPRESENTATI VE LEDOUX r enar ked:

| was just trying to figure out whether | should be
reading anything into the fact that |egislative audit
hadn' t recommended an I ncrease of educat i onal

requi renents or an increase of the anpunt of tine that
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sonmebody has to serve as a |licensee before they becane
a broker. ... And it sounds like you're saying "no."

4:58: 08 PM

M5. CURTIS directed attention to page 5 of the aforenentioned
audit that was provided in the commttee packet, and said [House
Bill 357 in 2008] changed a consuner protection that was in
pl ace. In the past, the division's sunset audits had been
critical of the real estate recovery fund, which limted clains
awards by the Real Estate Conmmission to $15,000, and in 2007,

the division recomended inproving the surety fund. In 2008
the law was changed - which nmade it harder for consuners to
collect on a claim - because they had to gain a costly ruling
through the court system however, the bill also required
insurance to better protect the public. Ms. Curtis advised
that in the matter of providing insurance, the comm ssion has
failed to serve the public interest. Anot her finding of the

audit was that the investigations conducted by the D vision of
Cor por ati ons, Business and Professional Licensing, Departnment of
Commerce, Community & Econom c Devel opnment were not done in a
timely manner; there were |long del ays and sone cases were closed

wi t hout sufficient reason. Therefore, two recomrendati ons were
made: 1.) procure E&O insurance; 2.) inprove the tineliness of
the investigations. MVs. Curtis restated the division's

reconmendati on of a shorter extension, and asked the conm ssion
to denonstrate its ability to obtain E&O i nsurance.

REPRESENTATI VE JOSEPHSON asked for the source of the npnies in
the real estate recovery fund.

M5. CURTIS directed attention to page 15 of the audit, and said
the fund cones from a fee per licensee, which is currently set
at $30, and changes biannually according to the balance in the

f und. In fiscal years 2011 (FY 11) and FY 12, no clainms were
pai d.
5:03: 38 PM

REPRESENTATI VE COLVER asked how difficult it 1is for snmll
brokers to obtain E&O i nsurance.

5:04: 05 PM
ERROL CHAMPION, chair, Industry Issue Key Wrk Goup, Al aska

Associ ation  of REALTORS, said |icensees are independent
contractors, so there are differing operating policies in how
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each office conducts business. A licensee may elect to stay a
licensee, or to advance to the position of associate broker and
then to a broker, and only one broker is allowed per office

M. Chanpion said because of the independent contractor status,
brokers should have E&O insurance as there are no performance
reviews, and the right to termnate soneone's enploynent is
stipulated by the Real Estate Comm ssion. He opined those who
do not have E&O insurance generally work alone in a small
community, and it is difficult to qualify for insurance, but
nost | arge brokerage houses have insurance.

5:06: 44 PM

REPRESENTATI VE HUGHES noved to report HB 290 out of commttee
with individual recomendations and the acconpanying fiscal
notes. There being no objection, HB 290 was reported out of the
House Labor and Commerce Standing Commttee.

5:07: 06 PM

ADJ OURNNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
5:07 p. m
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