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PCSI TI ON STATEMENT: Provi ded supporting information related to
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U S. Departnent of Defense

Tacoma, Washi ngton

POSI TI ON STATEMENT: Testified in support of SB 2.

ACTI ON NARRATI VE

1:31: 03 PM
CHAIR M A COSTELLO call ed the Senate Labor and Comrerce Standing
Commttee neeting to order at 1:31 p.m Present at the call to
order were Senators Stevens, Gessel, Myer, Elis, and Chair
Costel |l 0.

Confirmati on Hearings

Board of Public Accountancy

1:32: 07 PM

CHAI R COSTELLO announced the first order of business would be
confirmation hearings. She asked M. Whbber to offer some brief
remarks regarding his interest in serving on the Alaska State
Board of Public Accountancy.

JEFFRY L. JOHNSON, Appointee, Alaska State Board of Public
Accountancy, said he is applying for a second and final term on
the board. He has been a practicing CPA for 40 years. The board
is tasked with licensing CPAs who issue reports on private,
government, and nonprofit. He said he enjoys working for the
profession trying to ensure quality.

CHAI R COSTELLO found no public testinony and thanked M. Johnson
for being willing to serve.

Board of Marital & Fam |y Therapy

CHAI R COSTELLO asked M. Wbber to tell the comrmittee about his
interest in serving on the Board of Marital & Fam |y Therapy.

1:34: 39 PM

LEON T. WEBBER, Appointee, Board of Marital & Fam |y Therapy,
said he has been a practicing marriage and famly therapist in
Al aska since 1973. He is honored to serve as chair and be
nomnated for a second term He discussed sonme of the
chal l enging issues he addresses as chair including tele-therapy
and tele-supervision. This opportunity is a privilege and a
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responsibility to protect consunmers and ensure that |icensees
carry out their responsibilities.

CHAI R COSTELLO stated that the committee will be forwarding the
names for confirmation in one batch

SB  58- TRANSPORT NETWORK SVES. & WORKERS COWP

1:36: 31 PM

CHAI R COSTELLO announced the consideration of SB 58. "An Act
relating to workers' conpensation and transportation network
conpani es; and providing for an effective date."

1:37:10 PM

SENATOR BI LL STOLTZE, speaking as chair of the Senate State
Affairs Commttee, said he introduced SB 58 by request. He spoke
to the foll ow ng sponsor statenent:

Senate Bill 58 establishes a workers’ conpensation
exenption for individuals who operate a notor vehicle
under a service agreenent wth a transportation
net wor k conpany.

Recently enmerging in Alaska, transportation network
conpani es provide services by connecting passengers to
drivers through a digital network, comonly in the
formof a nobile device application.

Currently, taxi conpanies are allowed an exenption
from the Wrkers’ Conpensation Act, which creates an

unfair advant age over transportation net wor k
conpanies. Senate Bill 58 is intended to provide equal
treatment between taxis and transportation network
conpani es.

The comunities of Chugiak and Eagle R ver have
desperately sought transportation options wthout
success. Hopefully, this snmall piece of the solution
will allow nunicipalities, including Anchorage, the
ability to facilitate unmet transportation needs for
al | Al askans.

SENATOR STOLTZE related that horse <carriage drivers are
di sadvantaged by current law and he'd like that to be added to
the bill.

1:42: 47 PM
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CHAI R COSTELLO noted the supporting letter in the packets from
| egislators in the greater Anchorage area.

SENATOR G ESSEL asked him to conment on the lack of
transportation services in other areas of the nunicipality. She
said Eagle River and G rdwood cone to m ne

SENATOR STOLTZE confirmed that there is an issue in G rdwod

People are willing to pay for transportation services but the
industry isn't responsive. This is an effort to renpbve sone of
t he obst acl es.

SENATOR MEYER agreed there is need for additional transportation
services city wide. He asked if this is an insurance or workers
conpensation bill.

SENATOR STOLTZE described it as an insurance bill that relates
to a potential industry.

1:46: 26 PM
SENATOR MEYER asked how this bill conpares to the way other
states have dealt with transportation issues.

SENATOR STOLTZE said he didn't know, he was relying on input
fromthe nmunicipality and trying to renove a barrier

SENATOR MEYER said he appreciates that the |legislation was
i ntroduced because he has heard it is a problemin nmany areas.

1:48: 47 PM

M CHAEL MONAGLE, Director, Division of W rkers' Conpensation,
Depart ment of Labor and Wbrkforce Devel opnent (DOLWD), testified
in opposition to SB 58. He said the departnent doesn't have a
problem with the concept if the transportation network conpany
is defined simlar to a taxicab business, but the application
could be broader than that because of the wording. A tour
conpany could wuse this nodel and be exenpt from workers

conpensation insurance, for exanple. If the bill was strictly
limted to taxicabs and |inousine type services the departnent
woul dn't have as nuch concern

He raised concern with the |anguage in subparagraph (C on page
2, line 25. It says a person is exenpted once they take on a
passenger and that concludes when the passenger exits. He
guestioned what happens with insurance in between the tine the
network driver drops off one passenger and picks up another. He
al so raised concern with Sections 3 and 4 on page 3 that apply
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the legislation retroactively. If a driver currently had a
wor kers' conpensation claim or the division had a proceeding
before the Wrkers' Conpensati on Board, those «clains or
proceedings or clains would be set aside by the retroactive
clause. If the bill noves forward, the departnment would prefer
t hat provision be del eted.

SENATOR STEVENS asked why taxicab conpanies are exenpted from
wor kers' conpensati on.

MR. MONAGLE said he didn't know the history of the exenption
but there are specific limtations to that exenption. There has
to be a witten contract between the business owner and its
drivers and under the l|labor law there are restrictions on how
t he person can accept paynent.

1:53: 25 PM
SENATOR STEVENS questioned the rationale for exenpting taxicabs
in the first place.

MR. MONAGLE said the broader question is whether a person is an
enpl oyee or an independent contractor. The |egislature concluded
that a taxicab driver 1is an independent contractor. This
legislation provides a simlar exenption wunder that sane
anal ysi s.

CHAI R COSTELLO asked who, other than taxicab drivers, is exenpt
from wor kers' conpensation

MR MONAGLE read the list found under AS 23.30.230. He added
that there is a "relative nature of the work" test to determ ne
whet her there is an enployee enployer relationship in the event
of an accident.

CHAIR COSTELLO asked if the departnent's concerns can be
addr essed through an anmendnent.

MR. MONAGLE answered yes and highlighted the concern about
whether there is sufficient insurance in the event of an
acci dent .

1: 59: 33 PM
CHAI R COSTELLO asked M. Hester if he wanted to comment on the
| egi sl ati on.

1: 59: 52 PM
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MARTY HESTER, Director, D vision of |Insurance, Departnent of
Commerce, Comunity and Econom c Devel opment (DCCED), said SB 58
does not affect Title 21, the insurance statute, but the
division is nonitoring the bill to ensure that there is
i nsurance provided during all phases of the operation of these
vehi cl es.

2:01: 04 PM

BRYCE EDWARDS, Operations Manager, Uber in the Northwest,
explained that Uber is a technology platform that connects
riders and drivers. The system is cashless and brings in an
unprecedented |evel of accountability. SB 58 solely focuses on
wor kers' conpensati on and whether the people that partner on the
system are snmall Dbusinesses or enployees. He explained the
process for becomng a driver on the Uber platform Once soneone
becones a driver they have the flexibility to log on and |og off
the application as they see fit. Drivers average 20 hours a
nonth, are not dispatched, take 80 percent of the fare, and
receive a 1099 at the end of the year.

MR. EDWARDS advised that Uber is working with the city of
Anchorage to address transportati on network conpani es.

2:07:28 PM
SENATOR MEYER asked how a passenger knows what the rate will be
and whet her the Uber driver is taking the correct route.

MR. EDWARDS expl ained that a rider can open the application and
click on the rates. This shows costs per mle and per mnute as
well as the base <charge. The rider can enter the fina
destination and receive an estimate for the trip. To determ ne
the best route the rider can enter the final destination and
push the navigate button to get step-by-step instructions. The
rider can rate the driver at the end of the trip on a five star
scale. A three star or below is an indication to Uber that
follow up i s needed.

SENATOR MEYER asked if there is an opportunity for a third party
to track the rider.

MR. EDWARDS confirmed that is possible if the rider chooses to
share the information

SENATOR MEYER asked if Upber encourages drivers to put up a
Pl exi gl as barrier behind the front seat as a safety neasure.
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MR. EDWARDS said Uber drivers feel very safe; they are not
carrying cash and they have the option of turning down a
passenger. He hasn't seen the Pl exiglas shield.

SENATOR STEVENS asked him to address M. Mnagle's concerns and
if some common ground coul d be found.

MR. EDWARDS addressed the concern about opening the door for
other types of operators. He said the bill has a standard
definition of what a transportation network conmpany (TNC) does.
It clearly states that the partners in the system pick a
passenger up and carry them from A to B. The issue of a package
provider was nmentioned but Uber doesn't own or |ease any
vehicles. He said that Uber prefers that Sections 3 and 4
relating to retroactivity remain in the bill because Uber has
been giving many of free rides in Anchorage.

CHAI R COSTELLO asked how other states have addressed the issue
of enpl oyee versus independent contractor.

MR. EDWARDS said it is being addressed in a nunber of states and
Arkansas and Florida are the farthest al ong.

CHAIR COSTELLO asked if they're noving toward identifying
drivers as independent contractors.

MR. EDWARDS replied it is shifting in that direction in Arkansas
and Fl ori da.

CHAI R COSTELLO asked if there has been litigation on the issue.

MR. EDWARDS said he isn't famliar with any outside the piece in
Al aska.

2:16: 36 PM
SENATOR ELLIS asked what insurance is affected other than
wor kers' conpensation. He noted there could be some interplay.

MR. EDWARDS offered to distribute a handout showing Uber's
i nsurance i nformation.

2:17: 16 PM
At ease

2:18: 54 PM
CHAI R COSTELLO reconvened the neeting.
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MR. EDWARDS expl ained that the insurance for TNCs bridges the
gap between what s typically a commercial and persona
i nsurance industry. Fromthe tine the driver accepts a passenger
through the application to the time that the rider |eaves the
vehicle, there is $1 mllion primary insurance coverage. That
extends to underinsured and uninsured notorist coverage as well
as conprehensive coverage. Wien the application is on but before
the ride has been accepted, there is contingent insurance that
woul d cover in the case of any issues with the driver's personal
insurance. This is referred to as period 1. No transaction is
occurring and the driver's personal insurance is primary.

CHAI R COSTELLO opened public testinony.

2:21:28 PM

SHELDON W NTERS retai ned counsel, State Farm Insurance, stated
that State Farm has no position on whether or not TNCs shoul d be
exenpt from workers' conpensation insurance, but has concerns
about the narrow definition of TNCs in SB 58. As currently
drafted it may have wunintended but dire consequences for
i nsurance coverage liability issues. He referenced the consuner
warning on the Division of |Insurance website which has joined 22
other states by issuing warnings about the risks of ride
sharing/vehicle sharing prograns. The key point is that persona
auto insurance is not intended to cover people who use their
vehicl es for conmmercial purposes and coverage in the event of an
accident in those cases is unlikely.

MR. WNTERS nmintained that comercial activities by a TNC
driver that are not covered by a personal policy do not just
begin and end with picking up a passenger and dropping them off.
Commercial activities include the nonment the TNC driver turns on
the application and is open for business, simlar to the taxicab
driver that turns on their "for hire" |ight.

Reiterating the concern about the narrow definition of TNCs, he
directed attention to the l|anguage on page 3, line 6 and
suggested that the |anguage should be broadened to include all
aspects of T&Cs. He discussed problens that occurred in other
states after an accident and warned that if the bill passes in
its current formit could be used to preclude an injured party's
recovery from the TNC. He noted that State Farm submtted
broader |anguage to the sponsor of SB 58 and the sponsor of
conpani on | egi sl ati on.
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SENATOR STEVENS assunmed that comercial insurance is nore
expensive than private insurance. He asked him to discuss the
i nsurance requirenments for taxicabs.

MR. WNTERS confirmed that a commercial insurance policy is nore
expensive than a personal policy and advised that taxicab
i nsurance requirenents are set through nunicipal code.

SENATOR STEVENS asked if a taxicab has to carry commerci al
insurance 24 hours a day with no switching back to a personal

policy.

MR. WNTERS said that is probably true, but State Farm does not
insure taxicabs. He clarified that insurance conpanies do not
accomobdat e switching back and forth and it's a problem that TNC
drivers are under the mstaken inpression that their persona

policy wll cover them

2:31:54 PM
ARVAND SELI Cl ANO, Property Casualty Insurers Association (PClA)
of Anerica, stated that PCIA has deep concerns with SB 58

because it does not address liability insurance. Nothing in
Al aska |aw addresses the liability aspect in the event of an
accident involving a TNC. The bill provides two definitions of

TNC services but neither covers the roamng period. Under the
| anguage in SB 58 Uber could argue that a driver who is roam ng
and gets in an accident is not covered by the comercial
insurance. He cited a case in California with that fact pattern
and Uber made that argunent. He suggested anmending the bill to
include the roam ng period and keeping an eye on the litigation
in California where Uber drivers filed suit claimng they are
enpl oyees, not independent contractors.

2:36: 39 PM
CHAI R COSTELLO announced that she would hold SB 58 in committee
with public testinony open.

2:37:11 PM
At ease

SB 71- VACCI NE CERTI FI CATI ON FOR PHARVACI STS

2:39: 45 PM

CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 71. "An Act relating to the practice of
pharmacy; and relating to the adm nistration of vaccines and
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related energency nedications.”" She found no testifiers and
cl osed public testinony.

2:40: 20 PM

SENATOR G ESSEL notioned to report SB 71, |abeled 29-LS0591\W
fromcomittee with individual recomrendati ons and attached zero
fiscal note.

CHAI R COSTELLO announced that wthout objection SB 71 is
reported fromthe Senate Labor and Commerce Standing Comm ttee.

2:40: 41 PM
At ease

SB  2- EMPLOYMENT PREFERENCE: VETERAN & SPOUSES

2:42:14 PM
CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 2. "An Act relating to a voluntary

preference for veterans and for spouses and donestic partners of
veterans by private enpl oyers.™

2:42: 47 PM
SENATOR BILL WELECHOAMSKI, Sponsor of SB 2, introduced SB 2
speaking to the follow ng sponsor statenent:

Qur country is enmerging from a decade of war and
reducing the total nunber of conbat forces. In an
al ready challenging economic clinmate, these nen and
wonen who have honorable served nmust now nake their
case that the skills acquired in the mlitary
translate into civilian enpl oynent.

Senate Bill 2 permts private sector enployers to
extend a hiring preference to veterans, and their
spouse or donestic partner, wthout violating Al aska
Hurman Rights Law. It is a Departnment of Defense
priority and a policy the State of Alaska already
permts in public sector hiring.

This bill expands opportunities for veterans and ains
to help bring down the unacceptably high unenpl oynent
rate anong them It also gives private enployers
greater flexibility in choosing to hire veterans.

As the nunmber of veterans in the American workforce
has increased dramatically, supporting these brave nen
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and wonen is of the utnost inportance. | hope that you

will join ne in helping to nake the transition back
into civilian life a smoth one for our mlitary
famlies.

SENATOR W ELECHOWEKI said he is unaware of any lawsuits that
have occurred over this hiring preference. Al aska has a |ong
history of being friendly to veterans and SB 2 is another step
to show appreciation for the service of veterans.

He highlighted that, based on recent legal advice, he is
suggesting several changes to the legislation and subnmtted a
proposed conm ttee substitute that enconpasses those changes.

CHAI R COSTELLO asked how nmany veteran are in Al aska and how many
are unenpl oyed.

2:45: 32 PM

KALYSSA MAILE, Staff, Senator Bill Welechowski, reported that
in Al aska about one person in 10 is a veteran, which is anong
the highest rate in the nation. The |atest national rates show
that 18 to 24 year old veterans have an 18.7 percent
unenpl oynent rate as conpared to 11.6 percent for non-veterans
in the same age cohort. Twenty-five to 34 year old veterans have
a 7.4 percent unenploynent rate versus a 5.7 percent rate for
non-vet erans. Across the whol e popul ation, the unenploynent rate
for veterans is 5.7 percent versus 5.3 percent for non-veterans.

SENATOR STEVENS asked why the bill includes spouses and donestic
partners.

SENATOR W ELECHOMSKI  replied the proposed CS renobves both
spouses and donmestic partners.

CHAIR COSTELLO asked what groups have stated or submtted
witten support for the |egislation.

M5. MAILE said the U S. Departnent of Defense has said this is a
priority and other folks have stated informal support. She
offered to reach out nore and provide the letters of support as
t hey cone in.

2:48: 13 PM

MARK SANSCUCE, Regional Representative, U S. Departnent of
Def ense (DOD), Taconmm, Washington, testified in support of SB 2.
He said he didn't want to be redundant, but wanted to clarify
that this is a voluntary effort. Private sector conpanies want
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to hire veterans because of their unique skill sets and
reliability, but are hesitant out of fear of being sued under
Title 7 of the Gvil R ghts Act of 1964. This is an attenpt to
alleviate that fear. He said that since the public sector in al
50 states has accepted practices for veteran preference in
hiring, the language in SB 2 wll allow the private sector to
have those policies. He noted that while this is a new issue for
DOD, it is not a new issue for the National Conference of State
Legi slatures (NCSL). At the instigation of NCSL, 13 states have
passed simlar legislation. He referenced the statistics M.
Maile reported and highlighted that |ast year over 2,000 people
separated from the active reserve and National Guard conponents
and returned to call Al aska hone.

CHAI R COSTELLO opened public testinmony for SB 2.

2:51: 43 PM
SENATOR MEYER asked what version is before the commttee.

2:51: 53 PM
At ease

2:52: 47 PM

CHAI R COSTELLO reconvened the neeting and stated that the
commttee would work with the sponsor on the CS. Finding no
testifiers she closed public testinony.

SENATOR STEVENS asked if the Coast @Guard is included.

MS. MAILE said that has been discussed and could be included in
t he CS.

CHAI R COSTELLO stated that she would hold SB 2 in conmttee for
further consideration and forthcom ng CS

2:54:21 PM

There being no further business to conme before the conmmittee
Chair Costello adjourned the Senate Labor and Comrerce Standing
Comm ttee neeting at 2:54 p.m
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