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ACTI ON NARRATI VE
3:16:48 PM

CHAIR SAM KITO called the House Labor and Conmerce Standing
Commttee neeting to order at 3:16 p.m Representati ves Wol
Josephson, Stutes, Birch, Knopp, Sullivan-Leonard, and Kito were
present at the call to order.

ORGANI ZATI ONAL MEETI NG

3:17: 39 PM

CHAI R KI TO announced that the first order of business would be a
comm ttee organi zational discussion.

CHAI R KI TO di scussed commttee neeting protocol, including that
staff should be wutilized for passing notes and electronic
devices are permtted and encouraged for docunents. He al so
menti oned protocol for commttee nmenbers, including witten

commttee request fornms, and that amendnents for bills drafted
by Legislative Legal and Research Services should be submtted
to his office 24 hours ahead of tinme in order to be included in
the bill packet.

APPROVAL OF DRAFTI NG REQUESTS FOR POTENTI AL COWM TTEE
LEG SLATI ON BY REQUEST OF THE DEPTARTMENT OF LABOR & WORKFORCE
DEVEL OPIVENT
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3:20: 35 PM

CHAI R KI TO announced that the second order of business would be
drafting requests for potential comrittee |egislation by request
of the Departnent of Labor & Wrkforce Devel opnent.

3:21: 03 PM

HEI DI DRYGAS, Conm ssioner, Department of Labor & W rkforce
Devel opnent (DLWD), introduced proposals for |egislation. The
first proposal would bring DWD into conpliance wth federal
occupational safety and health penalty standards, which were
enacted in 2015. She inforned that as of January 1, 2017, the
departnment is not in conpliance with federal |aw. The second
proposal pertains to the reporting of inspections of boiler and
pressure devices, would institute a small fee for the manual
data entry of private inspector reports by departnment staff, and
woul d reduce the report subm ssion tinmeframe from 30 days to 10
days due to the advent of electronic filing.

3:22:20 PM

DEBORAH KELLY, Director, Division of Labor Standards & Safety,
Department of Labor & Workforce Devel opnent (DW.D), introduced a
pr oposal regarding Al aska COccupational Safety and Health
( AKCSH) . She stated that COccupational Safety and Health
Adm nistration (OSHA) gives states the option of adopting a
state plan. She stated Al aska Cccupational Safety and Health
(AKCSH) is Alaska's state plan. She remarked:

VWhat this neans is AKOSH receives federal grants and
is responsible for the safety and health standards
that protect alnost all Al askan workers. One of the
maj or requirenments of the state plans is it nust be at
| east as effective as federal OSHA Al aska's program
may devel op and inplenment safety and health standards
that fit Al aska's unique environment using input from
Al askan industries, enployers, enployees, and the
public. So quite a bit nore responsive than federal
OSHA standard rul e nmaki ng.

M5. KELLY related that AKOSH nmay inspect nost private or
public enployers in Alaska, with a few federal exceptions,
and if during the course of an inspection an enployer is
found to be violating a safety or health standard, AKOSH
issues a citation which cones with a nonetary penalty. M.
Kel Iy continued as foll ows:
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Now, the maxi mum penalties and one m ninum that AKOSH
is allowed to assess is enconpassed in Al aska statute.
And |'d just like to clarify quickly before getting to
the proposal that these are nmaxinuns. The act ual
penalties that enployers pay are adjusted based on a
ot of factors: the size of the business, the gravity
of the violation, and good faith efforts or other
mtigating factors.

M5. KELLY related that in 2015, Congress passed a |aw
requiring a lot of federal agencies to adjust their
penalties for inflation going back to 1990. She said OSHA
conplied with the law in July of |ast year, and AKOSH has 6
nmonths to adopt federal changes; as of January 1, 2017,
Al aska was out of compliance with the federal requirenent.

M5. KELLY stated that the proposal is to authorize the
departnment to: increase the penalties to federal |Ievels;
adjust to future yearly consunmer price index changes as
required by the federal act; adopt the nmaxi num penalty
anounts by regulation; and limt the maxi mum penalties set
by regulation to the corresponding federal penalties. She
clarified that the proposal would, in effect, allow the
departnment to set the current federal amount in regulation
- no nmre, no less - and allow AKOSH to cone into
conpliance with federal law and to stay in conpliance.

3:25:53 PM

REPRESENTATI VE Bl RCH asked why anyone woul d oppose this proposal
and whether the departnent could set an automatic enrollnment of
AKCSH into future federal standards changes.

3:26:26 PM

M5. DRYGAS responded that she agrees with Representative Birch
and the departnent has given the comm ssioner of the departnent
the ability to make the penalty adjustnents in regulation up to
but not greater than the federal anount. She stated the
departnment could continue to change it for Consunmer Price |ndex
(CPlI) as the federal rates change.

3:26: 55 PM

REPRESENTATI VE BIRCH asked if this would show up again as a
requirenment or if it could be handl ed adm nistratively.
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3:27: 00 PM

M5. DRYGAS responded that if the |egislature adopts the proposal
t hrough | egi sl ation the division could oversee its requirenents.

3:27:06 PM

CHAIR KITO clarified that the commttee would see the |anguage
when the bill is drafted.

3:27:26 PM

REPRESENTATI VE WOOL noved that the commttee authorize the chair
to draft a bill, on behalf of the House Labor and Conmmerce
Standing Conmittee, which brings the state of Alaska into
Compliance with the Federal Cccupational Safety and Health
requi renents. There being no objection, it was so ordered.

3:28: 02 PM

M5. KELLY expl ained boiler and pressure vessel inspections. She
remar ked:

Boilers around Alaska are routinely inspected as a
safety nmeasure to prevent catastrophic failures.
| nspections are done by the State of Alaska or private
i nspectors enployed by insurance conpanies or the
devi ce owners thensel ves. The Mechani cal | nspection
section of [the Division of] Labor Standards & Safety
adm ni sters these inspections. Besi des inspecting, we
also collect and review the inspections and ensure
that the boiler owners stay in conpliance with Al aska
I aw. So, nmechanical inspection wuses jurisdiction
online, which is a software that allows the inspectors
in the field to enter their data directly into our
dat abase. It also allows inspectors to access
information in the field. The mmjority of inspectors
are using this system

Sonme reports, though, are still submtted by emiling
el ectronic docunent s whi ch require Mechani ca
| nspection to manually enter that data into the
dat abase. Mechani cal Inspection estinmates 350 to 400
hours a year are spent on this data entry on behalf of
these conpanies who don't want to wuse jurisdiction
onl i ne. Qur proposal is to charge a small fee for
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each report submitted not using that online system
This woul d conpensate nechani cal subm ssion for doing
this data entry on behalf of the conpanies who choose
not to use this system

M5. KELLY stated the proposal reduces the tinme allowed from 30
days to 10 days. Currently inspectors have 30 days after the

inspection to submt a report to Mechanical |nspection. The
limt was set when witten reports on carbon copies were
necessary, but now they are all submtted electronically. The
departnment believes 10 days is an adequate anount of time, which
will allow device owners to conply with the |aw faster.

3:30: 44 PM

REPRESENTATI VE KNOPP stated he is okay with the fee, but asked
what part of the process is tine sensitive and what the tine
frame is of the inspections for the devices.

3:32:47 PM

M5. KELLY responded the reason for the tine frame is to reduce
the time [device owners] are out of conpliance. The tinme period
does vary between two to five years based on the type of devi ce.

3:31:47 PM

REPRESENTATI VE SULLI VAN- LEONARD asked what a "small fee" to the
conpani es not in conpliance with the systemis considered.

M5. KELLY responded that the proposed starting point for the fee
is $10 per report.

M5. DRYGAS, in response to a followup question, said the anopunt
a conpany would pay in a year depends on how many inspections or
reports a particular inspector is filing.

3:33: 36 PM

REPRESENTATI VE SULLI VAN- LEONARD asked to see a fiscal note.
3:33:51 PM

M5. KELLY responded that about 3,200 inspection reports conme in

per year from inspectors not using the online system therefore
the $10 fee would result in about $32,000 per year.

HOUSE L&C COW TTEE - 6- January 20, 2017



3:34:22 PM

REPRESENTATI VE WOOL noved that the commttee authorize the chair

to draft a bill, on behalf of the House Labor and Conmmrerce
Standing Commttee, which nodifies filing requirenents for
boil er inspections. There being no objection, it was so
or der ed.

3:34:42 PM

The conmttee took an at-ease from3:35 p.m to 3:36 p. m

APPROVAL COF DRAFTI NG REQUESTS FOR POTENTI AL COMM TTEE
LEG SLATI ON BY REQUEST OF THE DEPARTMENT OF COMVERCE, COVMUNI TY,
AND ECONOM C DEVEL OPMENT

3:36: 48 PM

CHAIR KITO announced the final order of business would be
drafting requests for potential commttee |egislation by request
of the Departnent of Commer ce, Comuni ty, and Econom c
Devel opnent .

3:37:13 PM

LORI WNG HEIER, Director, D vision of Insurance, Departnent of
Commerce, Conmunity, and Econom c Devel opnent (DCCED), stated
that Al aska is a nenber of the National Association of |nsurance
Comm ssioners (NAIC), which acts like the Senate and House in
that nodel bills nmove from task force to work group and are
vetted by the public, industries, and regulatory agencies. Then
they are in a plenary [neeting], where they are voted on to
determine if the bill should become a nodel law that all states
shoul d adopt . She asked for support for the Alaska Life and
Health Insurance Guarantee Association (ALHG), a non-profit
entity created by state law under Title 21, Chapter 79, of
Al aska Statute. She said ALHGA protects consumers when an
i nsurance conpany is insolvent. The nenber insurers, those
other insurers doing business in the State of Alaska are
"assessed ... to pay" the clainms of the policy hol ders. Pol i cy
hol ders may not be nade whole in sone instances due to limts
dictated in statute. The proposed bill would increase sone
limts and bring the state into conpliance with the npst recent
nodel of NAIC ALHGA bills. The current bill was adopted in
2009, and Al aska's |law has not been changed to conply w th what
ot her states are doing.
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M5. WNG HElI ER denoted the other proposed change would include
hospital and nedical service corporations within the definition
of an insured nenber of the association. She said 20 states now
include hospital and nedical service corporations in their
definitions. These entities are insurance conpanies, but their
organi zational structure is a hospital or nedical service
cor porati on. In Alaska, one such entity controls over 50
percent of the market in the nedical area and is currently
exenpt from assessnents from ALHGA Wthout the participation
of hospital and nedical service corporations in the assessnent,
the division cannot nake policy holders whole. Ms. W ng- Hei er
asked that the hospital and nedical service corporations be
included as a nenber of the association, so they can also be
assessed the 2 percent in the event of an insolvency to make
policy holders whole wunder nedical Ilife policies, annuity
contracts, and long-term care policies covered wthin this
chapter.

3:41: 38 PM

REPRESENTATI VE BIRCH inquires as to the source from which the 2
percent is derived.

M5. WNG HEIER responded the 2 percent is from the annua
premium and in sone cases nulti-year assessnments were needed to
rei nburse the policy hol ders.

REPRESENTATI VE BI RCH asked what the magnitude of the receipts
appr oxi nat es.

M5. WNG HEIER stated that in 2016, the premiuns that were
witten totaled close to $300 million in nedical, with a simlar
amount in life policies. She stated that assessnents are only
done when a conpany is insolvent, and they only assess to what
is needed to pay the clains of the policy holders at that tine.

REPRESENTATI VE BI RCH asked if Providence Al aska Medical Center
in Anchorage woul d take the $300 million to $600 mllion.

3:43: 31 PM

M5. WNG HEIER responded it's not hospitals, it's organi zations
that have filed under the structure of corporations that are
exenpt . The only one in Alaska is Premera Blue Cross
("Prenera”), which is over 50 percent of the nedical market, so
the division <could not raise enough funds for a Ilarge
i nsol vency.
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3:44:10 PM
REPRESENTATI VE KNOPP asked how conmmonly insol vency happens.
3:44: 40 PM

M5. WNG HEI ER stated it's not conmon, but "when it happens it's
|arge dollars.” The last large insolvency the division had in
life and health is Penn Treaty Network Anerica |nsurance Conpany
which did not inpact Al aska greatly. "Industrial Indemity
Fremont" becanme insolvent, and its clains are still being paid
close to 15 years later.

3:45:30 PM

REPRESENTATI VE KNOPP clarified that this is not a voluntary
pr ogram and he asked how it is that Premera 1is not
partici pating.

M5. W NG HEI ER responded it's because of the way the statute is
witten, exenpting them based on their organizational structure.

3:46: 06 PM

REPRESENTATI VE STUTES asked if this is conmonplace in hospitals
and nedi cal associ ations in other states.

M5. WNG HEIER stated every state has a guarantee association,
some operate a little differently. The hospital and nedical
corporations affected by the proposed change would not i nclude
Provi dence Al aska Medi cal or Al aska Regional Hospital, but would
i nclude insurance conpanies that have a different organizational
structure. To make it equitable when the division does an
assessnment, and to nmake sure there is adequate funding, the
di vi sion nust | ook at "bringing themin".

REPRESENTATI VE STUTES asked whether there is an indication that
Prenera would reconsider being an insurer in the State of
Al aska. She stated "we only have one left, we ... gotta be
careful here.”

M5. W NG HElI ER of fered her understanding that Premera would not
be surprised by the |egislation. She referenced a conversation
she had with Prenera, during which the corporation said it
didn't want to see legislation that was backdated, which would
make it accept liability for Penn Treaty and ot hers.
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REPRESENTATI VE STUTES asked if Prenmera is expecting to go
forward with business in Al aska.

M5. WNG HElI ER expl ained she does not think Prenmera would be
surprised, because it knows the division, as well as other
states, had concerns with it not being included in the guarantee
associ ati on.

3:48: 35 PM

REPRESENTATI VE WOOL asked whether insolvency is national or if
t he conpany can section off state by state.

M5. WNG HEI ER responded it would be hard to do, generally the
entire conpany would go into |iquidation.

REPRESENTATI VE WOOL asked whether 2 percent of the prem uns
would go to cover the possibility [of insolvency], and asked if
[the collected funds] woul d be passed onto the insured.

M5. W NG HEI ER responded they coul d
3:49: 42 PM

REPRESENTATI VE KNOPP asked if the collected funds ever quit or
if they accunul at e.

M5. WNG HEI ER answered that the association does not collect
anyt hi ng, no assessnent, until it needs to pay the clains.

3:50:42 PM

REPRESENTATI VE KNOPP clarified that the association nmay collect
funds to help [policy holders] if other conpanies, not necessary
Premera, were to becone insolvent.

3:51: 01 PM

CHAIR KITO clarified that the proposal would allow for the
collection of the fee, if required, but would not mandate one
It would open up the door to collect from this kind of
corporation that has not been eligible before. The fee would
not be collected if there was not a conpany in insolvency, only
if there were clains to pay, otherw se the conpanies would not
be char ged.
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3:51:41 PM

M5. WNG HEIER agreed with Chair Kito's statenent. She added
that the division does not collect and keep noney in the bank to
pay future clains.

3:52: 03 PM

REPRESENTATI VE WOOL noved that the commttee authorize the chair
to draft a bill on behalf of the House Labor and Conmerce
Standing Conmittee that creates the Alaska Life and Health
| nsurance Guar antee Associ ati on. [ No objection was stated, and
the commttee treated the notion as so ordered.]

3:52:29 PM
The commttee took an at-ease from3:52 p.m to 3:54 p.m
3:54:16 PM

KEVIN ANSELM Director, Division of Banking & Securities,
Department of Commerce, Conmmunity and Econom c Devel opnent
(DCCED), addressed the need to update the Al aska Securities Act,
which provides the legal framework for offering or selling
securities wthin Alaska or from outside the state to Al askans,
including the registration of firns and sal es persons, filing of
securities, and enforcenent. The division |licenses about 95, 000
sal espersons and about 1,000 securities firnms, nost of which are
out of state. M. Anselmsaid the Securities Act al so regul ates
the Alaska Native Clains Settlement Act (ANCSA) Corporation and
t he sharehol der proxy provisions. She noted that the securities
i ndustry had increased dramatically. She suggested an update to
the Alaska Securities Act would sinplify and update Al aska's
security laws to be simlar to provisions in other states. She
noted that nost current provisions haven't been updated since
statehood and are based on an Act from 1956. For exanpl e,
Al aska law still allows filings by telegraph.

M5. ANSELM said the division also proposes lifting the Al aska
Securities Act out of the ANCSA provisions, which would
highlight the difference between ANCSA and regular securities
activity and would allow the ANCSA constituents to deal nore
directly with the ANCSA |law. She stated that there is currently
no provision in the law for restitution for consuners harnmed by
scans. The departnent suggests the legislature direct sone
enforcenment funds towards investor and market education for
Al askans.
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3:58: 33 PM

M5. ANSELM assessed another provision would allow the division
to require continuing education for investnent professionals,
where there currently are not requirenents. She nentioned that
wi t hout updates to the law businesses will not be able to grow
and devel op economically and keep up, and they face nore hurdles
here than other states. ANCSA corporations and sharehol ders are
constrained by the provisions, which are only designed for one
type of business. There are fewer opportunities for consuner,
i nvestor, and marketpl ace educati on. One of the biggest issues
is the lack of good enforcenment provisions in the Al aska
Securities Act; there is no restitution allowed for victimzed
Al askans, and there's a $25, 000 maximum civil penalty for
scamrers. She listed recent securities scans in Al aska,
including: a scam by Mchael Scow, who convinced an elderly
Al askan to invest $12,000 in building his business and used the
noney for sonmething else; the Fortune Ol and Gas, LLC scam
which resulted in $3.1 mllion in losses to Alaskans; the SOS
Di sasterpl an.com scam in which $540,000 of worthless stock was
issued, the dobal Arena Capital Corp scam in which the
corporation sold junk bonds to an Al askan fisherman; and a scam
by Troy Stafford and Patrick WIIliams, who sold an Al askan a
$40,000 investnment in a bogus conpany. Ms. Anselm reiterated
that work is needed on the Al aska Securities Act.

4:02:17 PM

REPRESENTATI VE BI RCH asked if an individual could pursue |ega
action to recover what he/she had lost as a result of a scam

MS. ANSELM confirned that is correct, but there are limtations
there as wel|l.

4:02: 55 PM

REPRESENTATI VE SULLI VAN- LEONARD asked for an exanple of how
enforcenent provisions would be enhanced under the proposals
requested by the division.

M5. ANSELM answered that sonme of the provisions allowng the
division to order restitution would allow a l|arger recovery of
up to $100,000 per violation, and allow penalties to be raised
incivil court.
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REPRESENTATI VE SULLI VAN- LEONARD inquired if increasing staff
woul d be necessary to carry out enforcenent.

M5. ANSELM responded that the division is not looking to

i ncrease staff. The division brings in about $13 nillion
through licensing on the securities side, and the division's
entire budget is about $3.2 million.

4:04: 47 PM

REPRESENTATI VE WOCL comented that 95,000 registered entities
seens like a lot for a state of 700, 000.

M5. ANSELM agreed. She listed reasons for the high ratio
i ncludi ng: stock brokers want to be listed in all 50 states for
a larger market; and Al aska has the highest per capita income in
the country, making Al askans targets.

REPRESENTATI VE WOOL i ndicated that increasing the penalty for an
out of state scammer does not neke it any easier to collect the
penal ty.

M5. ANSELM agreed, but added that the penalty should be nore
than "just a little cost of doing business.”

4:06:12 PM

REPRESENTATI VE JOSEPHSON pointed out that last year a simlar
proposal was a priority of the administration, and this proposal
has al ready undergone sone vetting.

4:06: 35 PM

REPRESENTATI VE KNOPP asked, of the exanples given by M. Anselm
if failed business propositions would be considered differently
fromtrue scans.

4:07:32 PM

M5. ANSELM stated the exanples given are cases where the
division took action, and the division took 38 enforcenent
actions in the last year. She expounded that anytinme soneone
t akes nmoney from soneone el se and doesn't do with it what he/she
prom sed, that's a mi srepresentation, and if soneone expected to
get noney back, then it is a violation of the A aska Securities
Act, which she described as "very broad."
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4:08: 30 PM

REPRESENTATI VE WOOL noved that the commttee authorize the chair
to draft a bill on behalf of the House Labor and Comrerce
Standing Conmittee that wupdates the Alaska Securities Act.
There being no objection, it was so ordered.

4:09: 32 PM

ADJ OURNNMENT

There being no further business before the commttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
4:09 p. m
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