ALASKA STATE LEG SLATURE
HOUSE LABOR AND COVMERCE STANDI NG COW TTEE
March 24, 2017
3:17 p.m

VEMBERS PRESENT

Representative Sam Kito, Chair
Represent ati ve Adam Wol, Vice Chair
Represent ati ve Andy Josephson
Representative Louise Stutes
Representative Chris Birch
Representative Gary Knopp
Representative Coll een Sullivan-Leonard

MVEMBERS ABSENT

Representative M ke Chenault (alternate)
Representati ve Bryce Edgnon (alternate)

COW TTEE CALENDAR

HOUSE BI LL NO. 144
"An Act extending the termnation date of the Board of
Veterinary Exam ners; and providing for an effective date."

- MOVED HB 144 OJT OF COW TTEE

HOUSE BILL NO 86
"An Act relating to nonrenewal of occupational |icenses for
default on a student |oan."

- MOVED HB 86 OUT OF COW TTEE

HOUSE BI LL NO. 170

"An Act relating to securities, registration, exenpt securities,
exenpt transactions, broker-dealers, agents, investnent advice,
i nvest ment advisers, investnent adviser representatives, federa

covered securities, f eder al covered investnent advi sers,
vi ati cal settl ement i nterests, smal | intrastate security
of feri ngs, Canadi an  broker-deal ers, and Canadian agents;
relating to admnistrative, <civil, and crimnal enforcenent
provisions, including restitution and civil penalties for
violations; relating to an investor training fund; establishing
i ncreased civil penalties for harmng older persons and

vul nerable adults; relating to corporations organi zed under the
Al aska Native Cainms Settlenment Act; anmending Rules 4, 5, 54,
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65, and 90, Alaska Rules of Civil Procedure, and Rule 602,
Al aska Rules of Appellate Procedure; and providing for an
effective date."

- HEARD & HELD
HOUSE BI LL NO 132
"An Act relating to transportation network conpanies and
transportati on network conmpany drivers."
- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: HB 144

SHORT TI TLE: EXTEND BOARD OF VETERI NARY EXAM NERS
SPONSOR(s) : REPRESENTATI VE(s) Kl TO

02/ 24/ 17 (H) READ THE FI RST TIME - REFERRALS
02/ 24/ 17 (H L&C, FIN

03/ 22/ 17 (H) L&C AT 3:15 PM BARNES 124

03/ 22/ 17 (H) Heard & Hel d

03/ 22/ 17 (H) M NUTE( L&C)

03/ 24/ 17 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 86

SHORT TITLE: STUDENT LOAN DEFAULT/ OCC. LI CENSE RENEWAL
SPONSOR(s): REPRESENTATI VE(s) CLAVAN

01/ 27/ 17 (H READ THE FI RST Tl ME - REFERRALS

01/ 27/ 17 (H) EDC, L&C

03/ 01/ 17 (H EDC RPT 7DP

03/ 01/ 17 (H DP: TALERI CO, PARI SH, KOPP, SPOHNHOLZ,
JOHNSTON, FANSLER, DRUMMOND

03/ 01/ 17 (H EDC AT 8: 00 AM CAPI TOL 106

03/01/ 17 (H Moved HB 86 Qut of Committee

03/ 01/ 17 (H M NUTE( EDC)

03/ 22/ 17 (H L&C AT 3:15 PM BARNES 124

03/ 22/ 17 (H Heard & Held

03/ 22/ 17 (H M NUTE( L&C)

03/ 24/ 17 (H L&C AT 3:15 PM BARNES 124

BILL: HB 170

SHORT TI TLE: AK SECURI TI ES ACT; PENALTIES; CRT. RULES
SPONSOR(s): LABOR & COMVERCE

03/ 10/ 17 (H READ THE FI RST Tl ME - REFERRALS
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03/ 10/ 17 L&C, JUD

(H)
03/ 24/ 17 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 132

SHORT TI TLE: TRANSPORTATI ON NETWORK COVPANI ES

SPONSOR(s) : WOOL

Moved CSHB 132(TRA) Qut of Conmittee

NR:  SULLI VAN- LEONARD, NEUVAN, DRUMVOND,

02/ 15/ 17 (H READ THE FI RST TI ME - REFERRALS
02/ 15/ 17 (H TRA, L&C
02/ 23/ 17 (H TRA AT 1: 30 PM BARNES 124
02/ 23/ 17 (H <Bi || Hearing Cancel ed>
02/ 28/ 17 (H TRA AT 1: 30 PM BARNES 124
02/ 28/ 17 (H Heard & Held
02/ 28/ 17 (H M NUTE( TRA)
03/ 02/ 17 (H TRA AT 1: 30 PM BARNES 124
03/ 02/ 17 (H Heard & Held
03/ 02/ 17 (H M NUTE( TRA)
03/ 06/ 17 (H L&C AT 3:15 PM BARNES 124
03/ 06/ 17 (H Schedul ed but Not Heard
03/ 07/ 17 (H TRA AT 1:30 PM BARNES 124
03/ 07/ 17 (H
03/ 07/ 17 (H) M NUTE( TRA)
03/ 08/ 17 (H TRA RPT CS(TRA) 1DP 4NR 2AM
03/ 08/ 17 (H DP: WOOL
03/ 08/ 17 (H

STUTES
03/ 08/ 17 (H AM CLAMAN, KOPP
03/ 10/ 17 (H L&C AT 3:15 PM BARNES 124
03/ 10/ 17 (H Heard & Hel d
03/ 10/ 17 (H M NUTE( L&C)
03/ 17/ 17 (H L&C AT 3:15 PM CAPI TOL 106
03/ 17/ 17 (H Heard & Held
03/ 17/ 17 (H M NUTE( L&C)
03/ 18/ 17 (H L&C AT 12: 30 AM CAPI TCL 106
03/ 18/ 17 (H -- Continued from3/17/17 --
03/ 22/ 17 (H L&C AT 3:15 PM BARNES 124
03/ 22/ 17 (H Heard & Hel d
03/ 22/ 17 (H M NUTE( L&C)
03/ 24/ 17 (H L&C AT 3:15 PM BARNES 1247

W TNESS REG STER

CHRYSTAL KCENEMAN, St af f
Representative Sam Kito, |11
Al aska State Legislature
Juneau, Al aska
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PCOSI TI ON STATEMENT: During the hearing of HB 144, offered an
overview of the |egislation.

DOCTOR RACHAEL BERNGARTT, Veterinarian

Al aska Board of Veterinary Exam ners

Juneau, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 144, answered
guesti ons.

DOCTCOR ERI C JAYNE, Veterinarian

Unknown City, Hawai i

PCSI TI ON STATEMENT: During the hearing of HB 144, testified as
a veterinarian who previously worked in rural Al aska.

OVNEN PHI LLI PS, Staff

Representative Matt C aman

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: During the hearing of HB 86, presented an
overview of the |egislation.

JANEY HOVENDEN, Director

Cor por ati ons, Business, and Professional Licensing (CBPL)

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnment ( DCCED)
Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing of HB 86, answered
guesti ons.

KEVI N ANSELM Di rect or

Di vision of Banking & Securities

Depart ment of Commrerce, Conmmunity & Econom c Devel opnent ( DCCED)
Juneau, Al aska

POSI TI ON STATEMENT: During the hearing of HB 170, presented a
Power Point titled, Al aska Securities Act, HB 170.

DEB ETHERI DCE, Deputy Director

Central Ofice

D vi sion of Senior and Disabilities Services

Departnent of Health and Social Services (DHSS)

Juneau, Al aska

PCSI TI ON STATEMENT: During the hearing of HB 170, answered
gquesti ons.

ANNABEL CHANG, West Coast Director
Public Policy

Lyft

San Francisco, California
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PCSI TI ON  STATEMENT: During the hearing of HB 132, answered
guesti ons.

M TCHEL MATTHEWS, Senior d obal Operations Manager

Uber

San Franci sco, California

PCSI TI ON STATEMENT: During the hearing of HB 132, answered
guesti ons.

JARED EBER, Associ ate Counsel

Uber

San Francisco, California

PCSI TI ON STATEMENT: During the hearing of HB 132, answered
gquesti ons.

ACTI ON NARRATI VE
3:17:53 PM

CHAIR SAM KITO called the House Labor and Conmerce Standing
Commttee neeting to order at 3:17 p.m Representatives Kito
Stutes, Josephson, Wol, Birch, Knopp, and Sullivan-Leonard were
present at the call to order.

HB 144- EXTEND BOARD OF VETERI NARY EXAM NERS

3:19:19 PM

CHAIR KITO announced that the first order of business would be
HOUSE BILL NO 144, "An Act extending the termnation date of
the Board of Veterinary Exam ners; and providing for an
effective date."

3:19:35 PM

CHRYSTAL KOENEMAN, Staff, Representative Sam Kito, |11, Al aska
State Legislature, advised that HB 144 extends the Board of
Veterinarian Examners eight full years wuntil 2020, at the

request of the Division of Legislative Audit.
3:20: 22 PM
The committee took an at-ease from3:19 p.m to 3:21:21 p.m

3:21: 03 PM
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CHAIR KITO, after ascertaining no one wi shed to testify, closed
public testinony on HB 144.

3:21: 38 PM

DOCTOR RACHAEL  BERNGARTT, Vet eri nari an, Al aska Board of
Veterinary Exam ners, said she was avail able for questions.

REPRESENTATI VE JOSEPHSON asked what the board could do about
i mproving veterinary nmedicine in rural Al aska.

DR. BURNGARTT answered that the Alaska Board of Veterinary
Exam ners are charged with regulating |icensees and it does not
specifically know where licensees wll practice. She suggest ed
that an appropriate resource to wirk wth in increasing
veterinary care in rural Alaska would be the Al aska State

Veterinary Medi cal Associ ati on, whi ch speaks to al
vet eri nari ans. Hi storically, people submt their credentials,
the board reviews it, "and that's it." She opined that the

board has never denied a courtesy license, commenting that it
recently conpleted nore than 20, |ess than 50, courtesy |icenses
for the Iditarod and veterinarians were stretched out into very
renote areas of Al aska. She reiterated that the board sinply
| ooks at credentials to be certain |icense applicants adhere to
the regulations, and while she understands the need to increase
veterinary assess in rural Alaska, she expressed that that is
not the job of the Al aska Board of Veterinary Exam ners.

3:24:29 PM

REPRESENTATI VE STUTES asked Dr. Burngartt to explain a courtesy
|i cense.

DR. BURNGARTT answered that a courtesy license is issued for
special events such as, the lditarod, a spay/neuter clinic, a
mari ne manmmal conference, and such, where the desire is to draw

in outside experts or nore nanpower. The courtesy license is
issued for a specific event only, at a reduced rate, with an
Al askan veterinarian as a sponsor. The board also offers

tenporary licenses up to 60 days to help folks that my only
need short-term coverage.

3:26:21 PM

REPRESENTATI VE STUTES surm sed that courtesy |licenses are issued
to existing veterinarians, who may not be Al askan residents.
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DR. BURNGARTT responded that the veterinarians who are issued
courtesy licenses are not Al aska residents.

3:26:43 PM

REPRESENTATI VE KNOPP asked whet her the people who have expressed
opposition to HB 144 believe the role of the board is other than
what it is, that maybe the board's role should provide services,
or whether they oppose HB 144 because they view the board as an
i npedi ment to nore rural services.

DR. BURNGARTT responded that she could not speculate why they
are unhappy, but the board has not denied a license to any
veterinarian neeting the credential s.

3:27:51 PM

REPRESENTATI VE KNOPP asked whether it would be fair to say [the
unhappy people] were unsure of the board's role, which is not
unconmon.

DR. BURNGARTT specul ated, "Yes," and comented that they do not
understand the role of the board and the folks living in rura
Al aska want care for their pets. She said she would like to see
a cardiologist in rural Alaska, and many other things, but that
is not the job of the Al aska Board of Veterinary Exam ners.

CHAIR KITO advised Representative Knopp that one of the
challenges is that there does not appear to be a place where
people can call when they do not receive adequate service. He
further advised that that issue is definitely sonething his
office is interested in working on over the interimand invited
the nmenbers of the commttee to participate in collecting
information as to different ways the state could help facilitate
additional care for animals in rural Al aska.

CHAI R KI TO reopened public testinony on HB 144.
3:29:23 PM

DOCTOR ERI C JAYNE, Veterinarian, advised he is the veterinarian
who wor ked throughout rural Alaska for 10 years, 1999-2009, and

is intimately know edgeabl e about the issues. He advi sed that
he prepared a 2004 survey through the University of Al aska
Fai rbanks, |ooking at veterinary needs and asking people for

sol uti ons. One recommendation was to i ncrease educati on because
people in the villages were performng veterinary care for
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animals with zero training and sinply guessing about the
procedures. The University of Alaska tried to start a training
program and even though the board' s only described role was
approving or denying of licenses, he pointed out that the board
actually did intervene in that training. He stressed that the
board wll intervene in issues, and the issue at that tinme was
trai ning people how to perform enmergency care, and the board did
not feel the training was appropriate. The 2004 survey found
that a "crazy nunber" of animals died every year in rural Al aska
due to the lack of veterinary care, and he estimted the nunber
was in excess of 50,000 animals dying from lack of care, or

bei ng shot. He explained that a huge issue for him in these
small isolated villages is that the individuals caring for
animal s have no choice, and when there is an excess of strays,
or animals that cannot be treated, the animal are shot. The
call goes out in the villages for people to tie up their dogs,
whi ch neans any | oose dogs will be shot. During that tine, he

articulated, the children may not actually see the dogs being
shot, but they hear the gunshots which is a source of trauma for
the children in villages. He expressed that the board should be
nore involved because there is a rule in the veterinarian board
regul ations calling for the board to perform surveys, and the
board has never perforned a survey. Al so, he pointed out, a
rural nmenber should be admtted to the board, so the needs of
rural Al askans can be heard, except there are policies now that
are tweaked against rural veterinarians. He clarified that by
rural veterinarians, he meant non-profit veterinarians.

3:31:42 PM

DR. JAYNE related that there is a real hesitation on the part of
Al aska to allow outside non-profit veterinarians into the state,
which is happening all across Anerica, and whether the board
wants to admt it or not, it 1is a resource being denied
Al askans. He acknow edged that the board is fine wth
everything up to a point, except the survey suggested that at
| east 10,000 spays and neuters are necessary in rural Al aska
just to stay even, and when rising up to that nunber of spays

and neuters, a Jlot of veterinarians wll feel threatened
econoni cal | y. The manner in which the board's rules are
interpreted currently, "allows easy access to harass a
veterinarian, which is exactly what happened to ne." He
explained that he recently withdrew his application "so this
could be tal ked about, | guess this was keeping the issue from

being tal ked about, and |1'd be happy to talk with anybody about
what has happened to nme," and there are many things in the "vet
board rules" allowng the problens to happen. For exanple, he
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said, there is no time limt to file a conplaint, and in
reapplying for a license, he actually had a conplaint brought
forward from 12-years prior and he was asked to respond to the
conplaint, "which is crazy," he expressed.

3:33: 08 PM

DR. JAYNE expl ai ned that anong the many things that are actually
legal in Alaska, the state allows a veterinarian to euthanize a

pet if the owner cannot pay the bill, which happens oftentines
in rural Al aska. For exanple, in Chalkyitsik, an elderly wonman
sent her little white dog into town to have one small front

tooth renoved, the veterinarian renoved it, and told her the
cost would be $500 or they would euthanize the dog. She cane up
with the noney, paid the fee and paid for both flights. The

veterinarian put one stitch in that tooth - the enpty socket
and Dr. Jayne said he had never seen a stitch put in that
| ocati on. The veterinarian "literally told her she could not

take the stitch out herself, that that was against the |aw that
she had to fly the dog back in to have the stitch renoved."
Fortunately, he said, he was in Chalkyitsik at the time and
renoved the stitch, the elder was frantic and alnobst in tears,
he related. There are stories such as that happening all of the
tinme. Al so, he advised, he has seen many cases where rural
Al askans do not feel protected by the board because they have
received poor quality nedicine, were sent drugs wthout the
correct |abeling, and such. Dr. Jayne stressed that there were
so many things the board could do if it took an interest in
rural Al aska, and the best way to acconplish that result would
be to add a true rural Al aska nenber

3:34:50 PM
CHAIR KITO encouraged Dr. Jayne to allow Chair Kito's staff to

work with him over the interimto try to cone up with different
i deas to bring back before the conmttee next year.

DR. JAYNE said, "That would be great,"” and advised that the
reason he reapplied was absolutely to bring this issue out
because he is "haunted by the nenory of the children in rura
Al aska and the effect this has on them"

CHAI R KI TO cl osed public testinony on HB 144.

3: 35: 38 PM
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REPRESENTATI VE WOOL noved to report HB 144, Version 30-LS0596\ A,
out of conmttee wth individual recommendations and the
acconpanying fiscal notes. There being no objection, HB 144 was
noved fromthe House Labor and Conmerce Standing Conmitt ee.

3:35:58 PM
The conmttee took an at-ease from3:35 p.m to 3:39 p.m

HB 86- STUDENT LOAN DEFAULT/ OCC. LI CENSE RENEWAL

3:39:09 PM

CHAI R KITO announced that the next order of business would be
HOUSE BILL NO 86, "An Act relating to nonrenewal of
occupational licenses for default on a student |oan."

3:39:43 PM
ONEN PHILLIPS, Staff, Representative Mttt C aman, Alaska State

Legislature, advised that HB 86 repeals current statutes
all owi ng the Al aska Conmm ssion on Postsecondary Education (ACPE)

to threaten non-renewal of occupational |icenses for individuals
who have defaulted on student | oans. Repealing this authority
will allow licensed individuals to continue their work in order

to earn an income and pay back their defaulted |oans w thout
fear of losing their |icense.

3:40: 33 PM

REPRESENTATI VE KNOPP noted that the bill read that the
comm ssion nust notify the Division of Corporations, Business
and Professional Licensing that a loan was in default and, AS
14. 43. 148 actually denies renewal and does not revoke a |icense.
He noted this provision had not been utilized in eight years,
and asked whether the conm ssion had notified the Division of
Cor porations, Business, and Professional Licensing at any point
in the |ast eight years as to the anmount of default, and whet her
it was an issue.

3:41: 42 PM

JANEY HOVENDEN, Di rector, Cor por at i ons, Busi ness, and
Prof essional Licensing, Departnment of Commerce, Conmmunity &
Econom ¢ Devel opnent (DCCED), responded that she could only
speak to how the legislation inpacts the Dvision of
Prof essi onal Licensing under Title 08. The Al aska Conmm ssion on
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Post secondary Education (ACPE) had not provided a list [of
default] since 2002, and there had been no inpact on the
division fromthis | aw

REPRESENTATI VE KNOPP asked M. Phillips whether the |list exists
and ACPE had not notified the division, or whether the |ist does
not exi st.

MR. PHILLIPS commented that as Ms. Hovenden had not received a
list, he offered his understanding that there was not a |ist
because current statute read that if the comm ssion reaches out
with a list, then the license nust be revoked through this
depart nment.

3:43: 06 PM

REPRESENTATI VE BIRCH advised that it appears the state has
approximately $240 mllion in outstanding debt, and 17,000
borrowers at approximately $14,000 a piece, out of that nunber
there are only 46 individuals wth an occupational |icense hold,
and comented that it sounded Ilike an incredibly smal
percentage of the 17,000 borrowers. He asked whether the State
of Al aska can recover student debt owed by an individual out-of-
st at e.

MR. PHILLIPS advised that Ms. Butler was not available for this
hearing, and he did not know the answer to that question.

REPRESENTATI VE Bl RCH said he was curious as to how nuch of that
$240 [million] in liability is recoverable if soneone lives out-
of -state.

CHAI R KI TO responded that that debt is still owed, and this is a
matter of whether the state has the tools to collect, which is
definitely a question for the Al aska Comm ssion on Postsecondary
Educati on (ACPE)

CHAIR KITO, after ascertaining no one w shed to testify, closed
public testinmony on HB 86.

3:45: 10 PM
REPRESENTATI VE WOOL noved to report HB 86, Version 30-LS0382\A,
out of commttee wth individual recommendations and the

acconpanying fiscal notes. There being no objections, HB 86
noved fromthe House Labor and Conmerce Standing Conmittee.
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3:45:28 PM
The commttee took an at-ease from3:45 p.m to 3:52 p.m

HB 170- AK SECURI TI ES ACT; PENALTI ES; CRT. RULES

3:51:51 PM

CHAI R KI TO announced that the next order of business would be
HOUSE BILL NO 170, "An  Act relating to securities,
regi stration, exenpt securities, exenpt transactions, broker-
deal ers, agent s, i nvest ment advi ce, i nvest ment advi sers,
i nvestment adviser representatives, federal covered securities,
f eder al covered investnent advi sers, vi ati cal settl enment
interests, small intrastate security offerings, Canadian broker-
deal ers, and Canadi an agents; relating to admnistrative, civil,
and crimnal enforcenent provisions, including restitution and

civil penalties for violations; relating to an investor training
fund; establishing increased civil penalties for harm ng ol der
persons and vulnerable adults; relating to corporations
organi zed wunder the Alaska Native Cains Settlenment Act;
anending Rules 4, 5, 54, 65, and 90, Alaska Rules of GCvil
Procedure, and Rule 602, Alaska Rules of Appellate Procedure;
and providing for an effective date.”

3:52: 33 PM

KEVIN ANSELM Director, Dvision of Banking & Securities,
Departnment of  Commerce, Community & Economic Devel opnent
(DCCED), presented PowerPoint presentation "Al aska Securities
Act, HB 170" and rem nded the commttee that she had spoken to
the need to update the Al aska Securities Act in late January.
Wiile a portion of the presentation may be a bit redundant, she
said she does not want to confuse anyone by |eaving out any
st eps.

3:53: 08 PM

MS. ANSELM turned to slides 2-3, and explained the Securities
Act provides the legal franmework for offering and selling
securities to Al askans, including the registration of firns and
sal es persons, registration or filing of securities, and
enf orcenent . Currently, the Securities Act also regulates the
Al aska Native Cains Settlement Act (ANCSA) Corporation and
shar ehol der proxy related provisions. Securities, she offered,
is the largest of the division's 12 prograns and includes
registering and nonitoring over 95 000 securities registered
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sal espersons, over 1,000 firns which are nostly out-of-state.
She referred to HB 170, [Sec. 45.56.900(32), page 103, lines 9-

31, and page 104, Ilines 1-8] and noted the definition of
security was not changed, it includes a long list of investnents
including stocks, bonds, limted partnerships, investnents in

common enterprises, investnent contracts, and viaticals.
3:54: 33 PM

M5. ANSELM turned to slide 4, and advised that HB 170 updates
the Al aska Securities Act by adopting many of the nobst recent
nodel act provisions while retaining the Alaska centric
provisions. The bill proposes to lift the Al aska Securities Act
out of the Native Cains Settlenment Act, the ANCSA provisions

whi ch woul d highlight the vast differences between the prograns
and all ow ANCSA constituents a clear view of the applicable |aw

Al so, she explained, the bill's new provisions are included to
pr ot ect ol der and vul ner abl e Al askans from financia
exploitation and give those investnent professionals who nake
those reports immnity fromadmnistrative and civil liability.

M5. ANSELM pointed out that currently, there is no provision in
the law regarding restitution, and the civil penalty is capped
at  $25, 000. The bill asks the legislature to designate civi
penalties funds toward consuner protection and educati on because
currently there is no requirenment for continuing education of
i ndustry professionals, and those provisions are included in HB
170.

3:56: 02 PM

M5. ANSELM turned to slide 5, and reiterated that ANCSA
provi sions remain unchanged under AS 45.55. The new statute
woul d be | ocated under AS 45.56, the references to exenpt ANCSA
securities transactions are also included in the new Act under
AS 45.56. 210, Sec. 27

M5. ANSELM turned to slide 6, pointed to the top four highlights

in HB 170, and advised as follows: the bill elimnates filings
for all Al aska-based exenptions from registration, except
crowdf undi ng; updates entity and |law references; includes "bad

actor" disqualifiers (coughing) basically states that anyone
with certain types of crimes such as dishonesty or theft cannot
be licensed as an Al aska sal esperson; and inproves enforcenent
and investor protection and education provisions.

3:57:27 PM
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M5. ANSELM turned to slide 7, and explained the slide depicts
the general articles of the Al aska Securities Act. The first 14
pages of the bill would change the statute nunber and other
statutes that reference the Securities Act; and Secs. 15-24
repeal and nodify statutes under AS 45.55 relating to the ANCSA
Cor porations and proxy solicitations.

M5. ANSELM turned to slides 8-10, and rem nded the commttee
that the division does take enforcenent actions: in FY2016, it
issued 36 final orders, and 17 of those orders were securities
related. She explained nost of the division's orders are posted
online, and the division is in the process of making sure all of
its orders are posted "back to the beginning of tine." I n
cal endar year 2016, the division issued 27 final orders, and 13
of those orders were securities rel ated.

M5. ANSELM turned to slide 9, and explained sone of the scans
and subsequent orders. M. Mchael Scow took noney from an
Al askan for his Arizona-based insurance firm wherein an order
for $25,000 was issued by the division, and M. Scow has not
paid the Alaskan or the division. She advised that when she
di scussed the Fortune Q| and Gas scam during her testinony in
January, at that tinme the division was awaiting a court order.
She remnded the commttee that people from Texas canme to
Al aska, sold Alaskans approximately $3.1 mllion worth of
worthless limted partnerships. The division issued an order
for the maxi mum anount possible of $25,000, the judge agreed and
issued his order in Mirch of 2016, granting $25,000 in civil
penalty on losses of $3.1 nmillion. She conmented, "W're out of
date." The SOS D sasterplan.com scam and the Troy Stafford and
Patrick WIllianms scam were two different sorts of scanms, wherein
SOS Disasterplan.com had a website and issued approxinmately
$540,000 in worthless securities, again, with the maxi num civi
penalty limt being $25, 000. She related that it is the sane
with Troy Stafford and Patrick WIIlianms, except their scam was a
bit different because they were in Alaska and sold another
Al askan a business opportunity with an enploynent opportunity in
a bogus Al aska conpany. Subsequent to the division speaking
with the two nmen, the nmen agreed to rescind and return the
noney, except they did not return any noney. She expl ai ned that
there are provisions in the new HB 170 that would resolve sone
of those issues.

4:00: 57 PM
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M5. ANSELM advi sed that the G obal Arena Capital Corp. is a New
York firmthat found M. Burk, a retired halibut fishernman, on a
call list, called him at honme, and sold him junk bonds. Thi s
firm had advised M. Burk that he would nake 16-18 percent,
except he did not. The division was able to get his noney back,
but the maxi mum penalty was $25, 000, she sai d.

4:01:40 PM

M5. ANSELM presented oral testinony from M. Burk who had since
passed, and noted that, ultimately, the case was settl ed.

[M. Burk's oral testinmony 4:01:40 through 4:03:41. See pages
13-15 of the PowerPoint presentation for witten testinony.]

4:03:41 PM

M5. ANSELM advised that the division took action against six
i ndi viduals and was able to get M. Burk's noney back because it
found a salesperson with a conscience. Stronger tools are
necessary in order to deal with bad actors and this type of
fraudul ent activity should make everyone in the state angry.
She then described M. Burk as angry and smart because when he
received another call from sonmeone trying to sell him Bio-
Technol ogy stock, he called the division, and it was able to put
another firmin a different state out of business and take away
its license. As far as fines, she reiterated, that the nmaxinmm
fine was $25,000, and the only way to hurt the firns that hurt
Al askans is usually in the pocketbook. She stressed that it is
the division's hope the legislature help the division through
enacting the new Al aska Securities Act, HB 170.

4:05: 00 PM

REPRESENTATI VE STUTES asked how the Alaska Native Cains
Settlenment Act (ANCSA) Corporations feel about the separation.

M5. ANSELM responded that the corporations have advised they
have no objection to separating the statutes.

4:05:27 PM

REPRESENTATI VE KNOPP referred to the Troy Stafford and Patrick
WIlliams scenario, and asked how it falls under securities.

M5. ANSELM answered that the two nmen were selling the Al askan
stock in a conpany and the gentleman would becone part owner;
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therefore, it was a conmon enterprise. She said that for a
while he was not directly involved in that enterprise, but part
of the fraud was that he would be a manager of the conpany.

REPRESENTATI VE KNOPP referred to slide 4 and the last two bull et
points, noting concern about the creation of an investor
education fund, and asked why it is the role of state agencies
to educate the public in investnents. He referred to the |ast
bull et point requiring continuing education, and asked whether
it means the state is not providing the continuing education for
i nvestment advi sors. He further asked whether there are
i nvestnment advisors registered in Alaska who do not perform
conti nui ng educati on.

4:07:21 PM

M5. ANSELM responded that as far as education, it 1is not
required in Alaska currently, and there are a nunber of
representatives that do not perform continuing education whether
they are stock brokers or investnent advisors. The division
would like to be nmore synthesized with the rest of the nation,
and the division would require the continuing education and not
provi de the continuing education. As to why the division would
want to have investor education, she responded that it is part
of the division's mssion which read is to:

Protect consuners of financial services and pronote
safe and sound financial systens. The division also
supports the departnent’s mssion, which 1is to:
Pronmote a heal thy econony, support strong comunities,
and protect consuners in Al aska.

M5. ANSELM explained that the division's mssion is to protect
consuners of financial services, and pronote safe and sound
financi al systens. In supporting the departnent's mssion, the
departnent is pronoting a healthy econony, supporting strong
comunities, and protecting consuners in Alaska. Therefore, she
sai d, when protecting consuners, they nust be given the tools to
protect thenselves, and the Investor Education Funds would be
set up so approximately one-third of the civil penalties could
be put into another account which would have consuner education
on the account. However, she noted, it wuld be at the
| egi sl ature's behest whether or not the funds would be spent on
consuner education because the |egislature controls the budget.
Currently, consunmer education is perfornmed in partnership wth
other states and sonetines federal or gani zati ons. The
Securities and Exchange Comm ssion cane to Al aska and perforned
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joint outreach events wth the division for the mlitary,
government workers, and the public. There have been joint-
"scamjans” wth the Departnent of Justice, U S Attorney's
Ofice, FBI, Better Business Bureau, and others to reach out to
the public so it knows what is going on and can be forewarned
and forearned. She said that Alaska was able to use sone
investor protection funds from the Investor Protection Trust,
which canme from a settlenment with some |arge stock brokerage
firms in the 1990s. Those funds are al nost depleted, and Al aska
used those funds primarily to partner with AARP and perform a
series of instructive television shows on 360 North. The
instructive television shows were on various topics relating to
seniors and everyone in the state in order to understand how to
protect thenselves when working with investnents, know ng what
they needed to know about social security and other issues
affecting their |Ilivelihood. She said the division speaks in
school s, speaks at civic organizations, and will do pretty nuch
anyt hing when it can advise people about how they can protect
t hensel ves and hold onto their hard-earned noney.

REPRESENTATI VE KNOPP acknow edged that Al aska's aging popul ation
are targets, and as the econony tightens up people get creative.

4:11: 31 PM

REPRESENTATI VE JOSEPHSON asked whether there was a draft of HB
170, or sonme type of reformin the [Twenty-Ninth Al aska State
Legi sl ature].

M5. ANSELM responded that within the [Twenty-Ninth Al aska State

Legi sl ature] House Bill 194 and Senate Bill 108 were simlar to
HB 170, there were a couple of additions, including the
vul nerabl e adul t provi si ons for reporting financi al

expl oi tation.
4:12:15 PM

REPRESENTATIVE WOOL noted his surprise that the education
prograns are perfornmed through the Departnent of Health and
Soci al Services (DHSS) and asked M. Anselm to explain
navigating through the healthcare system but also through
securities fraud. He asked whether the sane people offer the
training on health issues and securities fraud.

M5. ANSELM explained that the new provision, protection for

vul nerabl e and ol der Al askans, read that if there is a suspicion
of financial exploitation, a report is required to be filed with
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the division or Adult Protective Services. She deferred to the
Di vi sion of Senior and Disabilities Services.

4:14: 20 PM

DEB ETHERI DGE, Deputy Director, Central Ofice, D vision of
Senior and Disabilities Services, Departnment of Health, and
Social Services (DHSS), opined that Representative Wol was
asking how the system responds to allegations of financial
exploitation currently.

REPRESENTATI VE WOOL said she was correct within the discussion
of investor education and prevention of fraud.

4:15: 23 PM

V. ETHERIDGE answered that the Dvision of Senior and
Disability Services oversees the adult protection unit, and the
authority and requirenment in adult protection is to investigate
all allegations of financial exploitation. She expl ai ned there
are civil investigations, partnering with law enforcenment if
there is a crine, but the adult protection unit also receives
reports of financial exploitation from a mandatory reporters or
citizens, famly nenbers, or neighbors. |In the event the person
is deenmed a vulnerable adult, through that reporting, the
division perfornms investigations and makes findings, and also
perfornms protective services. Otentinmes, she said, when the
di vision receives these reports the noney has al ready been spent
and the division is actually cleaning up, and "this is an
opportunity to receive the reports prior to."

CHAI R KI TO opened public testinony on HB 170.

[HB 170 was hel d over.]

HB 132- TRANSPORTATI ON_NETWORK COVPANI ES

4:17: 00 PM

CHAIR KI TO announced that the final order of business would be
HOUSE BILL NO 132, "An Act relating to transportation network
conpani es and transportation network conpany drivers."

4:17: 30 PM
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REPRESENTATI VE JOSEPHSON noved to adopt Amendnent 1, Version 30-
LS0522\J. 3, which read as foll ows:

Page 10, line 4, follow ng "Records."
Insert "(a)"

Page 10, following line 11:
I nsert new material to read:

"(b) Except for specific information about a
transportation network conpany rider, including the
rider's nane, addr ess, and tel ephone nunber, a
transportation network conpany shall provide a
transportation network driver information for each
ride t he driver conpl et es, i ncl udi ng gl oba

positioning data, the fare and tip paid by the rider,
and the rate charged.

Sec. 28.23.130. Collective bargai ning agreenent.
To t he ext ent al | oned by f eder al law and
not wi t hst andi ng AS 28. 23. 080,

(1) transportation network conpany drivers
may organize for the purpose of nutual aid and
protection and nmay designate a bargai ni ng agent;

(2) a transportation network company and an
organi zation of transportation network conpany drivers
may negotiate, enter into, and adm nister a collective
bar gai ni ng agreenent concerning wages, benefits, and
other terns and conditions relating to work perforned
by the transportation network conpany drivers;

(3) a nmunicipality where a transportation
network conpany operates may regulate conduct allowed
under (1) and (2) of this section.

Sec. 28.23.140. Prohibitions. A transportation
net wor k conpany may not

(1) take adverse action against a
transportation network conpany driver, i ncl udi ng
restricting the driver's tips or suspending or
term nating t he driver's parti ci pation in t he
conpany's digital network, as a result of the driver

(A organi zing or joining a driver
association or | abor  organizati on, including an
organi zati on under AS 28.23.130, or participating in a
driver association or |labor organization or the
activities of the driver association or | abor

or gani zati on;

(B) decreasing the driver's participation
in the conpany's digital network; or

(C generating less fare or tip incong;
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(2) change a conpensation rate or other material term
of a contract with a driver wthout the driver's
voluntary prior consent, if the contract is based on
the driver providing a ride to a transportation
networ k conpany rider."

REPRESENTATI VE WOOL obj ect ed.
4:17: 38 PM

REPRESENTATI VE JOSEPHSON expl ai ned that he had consulted wth
| abor | awers and the legislature's |awers, and although it is
not conventional, there is nothing prohibiting the option for
transportation network conpanies (TNC) workers in the state to
organi ze, even as independent contractors. He noted a First
Amendnent right of association, nutual aid, and protection.

4:19: 09 PM

REPRESENTATI VE JOSEPHSON continued that the National Labor &
Rel ations Act concerns itself with enployees, but it does not
speak to independent contractors. He explained his concern is
for the TNC drivers who nmay come to learn it is not the
lucrative profession they may have believed because they have to
pay for gasoline, any injuries sustained on the job, and any

repairs. This amendnent gives drivers an option to organize,
and there is the potential for a much larger pool of people
statewide than taxi drivers. Frankly, he said, drivers need
authority to work collectively because individual drivers
wor ki ng separately will have a hard time asking the TNCs for
anyt hi ng.

4:21: 04 PM

REPRESENTATI VE Bl RCH spoke against the anmendnent noting a |ot of
conmuni cation from AKTeansters.com objecting to ridesharing and
TNCs, and this effort to propose an organi zational structure is
a wench in the works at this late date. He described that the
amendnent was not constructive because, otherw se, there would
be organized taxi drivers everywhere. He said he could not
support the anendnment because it is not reasonable or
constructive in the path forward enabling TNCs in Al aska.

4:21:56 PM

REPRESENTATIVE WOOL related that he does not support the
amendnent and opined that under federal law collective
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bargaining wth independent contractors is not al | oned.
Seattle, Washington did pass an ordinance about TNC drivers
organi zing and he noted that the drivers have not successfully
organi zed at this point.

4:23: 00 PM

CHAI R KI TO comrented that the discussion to organize TNC drivers
shoul d enconpass a l|arger discussion from actual drivers, and
since Al aska does not have drivers, there is not an opportunity
for TNC drivers, or possibly taxi drivers, to weigh in as to
whet her or not they would prefer to organize. He suggested with
this larger discussion there should be in a nore independent
pi ece of |egislation, and because there had not been sufficient
di scussion on this issue, he does not support this anmendnent, he
sai d.

4:23:57 PM

REPRESENTATI VE STUTES questioned whether or not it needed to be
put in statute because drivers would have the opportunity to
organize if they chose to go that route, without it being in
stat ute.

REPRESENTATI VE WOOL mai nt ai ned his objection.

4:24:27 PM
A roll call vote was taken. Representati ve Josephson voted in
favor of adopting Amendnent 1. Representatives Stutes, Wol,

Birch, Knopp, Sullivan-Leonard, and Kito voted against it.
Therefore, Amendnent 1 failed by a vote of 1-6.

4:24: 53 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 2, Version 30-
LS0522\ R 1, which read as foll ows:

Page 11, |ine 25:
Delete "or"
| nsert "and"

Page 11, line 27, through page 12, |ine 13:
Delete all material and insert:
"* Sec. 8. AS 29.35 is anmended by adding a new
section to read:
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Sec. 29. 35. 148. Regul ation of transportation
network conpanies. (a) Notw thstanding AS 28.01.010, a
muni ci pality may by ordi nance

(1) prohibit a transportation network
conpany or driver from conducting activities under
AS 28.23 within the municipality; or

(2) regul ate t he operation of a
transportation network conpany or driver in a manner
that is at least as restrictive as or nore restrictive
t han the provisions of AS 28.23.

(b) This section applies to hone rule and
general law nunicipalities.

(c) In this section, "transportation network
conpany” and "driver" have the neanings given in
AS 28.23.180."

REPRESENTATI VE WOOL obj ect ed
4:25: 06 PM

REPRESENTATI VE JOSEPHSON advised that less than 72-hours ago,
the Anchorage Assenbly passed a 23-page ordinance with "nuch

nore detail than the bill," by a vote of 8-3. The ordi nance
listed any nmanner of things the assenbly wanted to regulate in
the event this bill does becone |aw The ordinance requires

that: custonmers would be informed when they are riding under
dynami c or surge pricing; the Mmnicipality Inspection Division
woul d inspect cars annually; insurance would be cancelled, and
an application would cease to operate if any of the regul ations
pronmul gated in the ordinance were not conplied with; TNC would
have an insurance schedule conparable to the taxi insurance
schedul e. In addition, there would be an agent for service of
process, a system for l|ost and stolen itens; a system for
handling conplaints, a system to handle post-incident drug and
al cohol testing, and issues of violations of alcohol and drug
testing. The ordinance requires that: TNCs would be required to
check that the driver is not included on National Sex O fender
Registry; the city would receive a list of all TNC drivers;
there would be drug and al cohol testing if there is an accident
or incident; the city would be notified of any report of traffic
accidents or injuries; the city would preclude the use of a
vehicle for solicitation or prostitution; TNCs could not be used
to tow or carry a trailer. The ordi nance al so stipulates that
for vehicles that can carry nore than seven people, there would
be a higher rate of insurance. Page 20 of the ordinance
describes that in the event of an accident or litigation, there
woul d automatically "be all this discovery.” He stated that the
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ordi nance: requires a process for hearings of appeals of denials
of licensure; establishes that disabled [riders] could not be
charged nore; and lists a 27-item fine schedule, simlar to a
bai | schedul e.

4:28:56 PM

REPRESENTATI VE JOSEPHSON of fered that |ocal governnents, due to
its taxis and "boots on the ground,” are in a better position to
regul ate. Local governnents are cut out and that is the problem
with the bill, he said.

4:30: 02 PM

REPRESENTATI VE BI RCH spoke against Anmendnent 2, noting that
while it is encouraging that the Anchorage Assenbly and
community is supportive of TNCs, there was significant prior
testinmony pointing out the problens in having a patchwork of

different nuances in every different comunity. He said that
during his ten years on the assenbly, it had |ong standing
i ssues in trying to accommuodat e public transportation
requirenments into Chugiak, Eagle River, and the Mtanuska-
Susitna areas. The patchwork problem cones to a head when it
becomes necessary to direct the service areas into different
nuances on how services could be delivered. He described the
bill as a good workable product to carry forward and stated that

the safety and security issues have been addressed, and
Amendnent 2 woul d get the conmttee needlessly "tangled up."

4:31:31 PM

REPRESENTATI VE KNOPP spoke in support of Anendnent 2, expressing
that wunique issues arise in the wvarious comunities "they
operate in" and there is no better place to fix the issues. The
rules witten in the bill are lenient and not especially
restrictive, yet 1in reality, people do not get to operate
wi t hout sonme type of rules. He stated concern about rating
passengers, such as in the instance of a passenger not being a
big tipper and therefore rated a "one," leading to those people
waiting a long tinme for the next Uber ride. Al so, he noted
concern about the "mni-suite" application as to buying 12 cars
and putting drivers in them because now they are actually
enpl oyees and he stated that he was unsure how that would work.
The point, he said, is that there will be issues that arise, and
this anmendment provides the opportunity for those issues to be
addr essed.
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4:33:46 PM

REPRESENTATI VE STUTES spoke in support of Amendnent 2, and that
she is in favor of seeing Uber come into communities and
commented that her rural Alaska community is confined to an
island. She said that both the borough manager and city nmanager
are "exceedingly concerned" about these drivers comng in wth
no regul ation, when Kodiak's taxi cabs are seriously regul ated.
She has heard from many of her constituents, living in both the
city and the borough, who believe that it is alarmng to think
there would be no regulation and they would have no input as to
what went on with these drivers, she said.

4:34:54 PM

REPRESENTATI VE WOOL spoke in opposition to Anendnent 2, and said
he understands the concern of nunicipalities, although, the case
in point is that three individuals on the conmttee support

muni ci pal regul ati ons, al | of which are from different
muni ci palities, and patchwork is part of the problem He
referred to Lyft, noting that it wll not go into a state

w thout statew de |egislation, and stressed that Al aska wants to
be current and innovative, and this technology platformis used
in 49 states, with 38 or 39 states under statew de |egislation

Sonme Al askans can practice exceptionalism and not care how
things are run outside of Al aska, and be without the TNC service
except, he said, nost Alaskans want the TNC service. He
referred to the Anchorage ordi nance and advised that the Lyft or
Uber contract contains much of what was listed, and drug and
al cohol tests are perfornmed by law enforcenent following an
acci dent. As far as suites, he opined, a group of drivers are
not allowed to work under a driver. The rating systemis a very
good system he described, because rating nakes the TNC service
far superior to the experience of people riding in taxis, and
poi nted out that over many hours of testinony, not one testifier
conpl ai ned about TNC servi ce. H storically, larger cities had
| ocal control when the service was rolled out, but that is not
going to happen in Alaska. He offered that statewi de control is

good and nore | anguage could be added to the bill in addressing
some of these concerns, but he stated that he does not intend to
make the bill basically a contract for TNGCs. He asked that

Annabel Chang address the issue of suites.

4:39: 04 PM
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REPRESENTATI VE KNOPP offered a point of order, noting that the
commttee is addressing the anendnent, and asked whether Chair
Kito planned to open it up to public testinony.

CHAIR KITO ruled that there is a question as to the inpact of
t he anendnent and Lyft is being asked to respond.

4:39: 28 PM

ANNABEL CHANG, West Coast Director, Public Policy, Lyft, asked
t hat the question be repeated.

REPRESENTATI VE WOOL asked about drivers subcontracting wth
ot her drivers.

M5. CHANG explained that each individual driver on the Lyft
pl atform nust go through an individual background check process,
including the vehicle they drive. For exanple, in the event a
famly shares a vehicle and the wife wants to drive for Lyft and
it is under her husband's nane, she nust be approved to drive
that vehicle and nust be listed on the insurance. The wife's
husband cannot drive that vehicle because he was not approved to
drive on the Lyft platform unless he goes through a separate
background check, driving record check, and identity check. o
course, she said, when opening the app, the photo of the actua
approved driver pops up so the passenger is aware of who is
actual ly picking themup before they even get into the vehicle.

4:41: 05 PM

CHAIR KITO asked if an individual is operating as a Lyft driver
when they activate the app, and whether there is a policy
regardi ng whether or not that has to be the individual that is
aut hori zed.

M5. CHANG agreed, and she said it would be against the terns of
service to have anyone not approved to drive on the platform
using the platform and the approved person would risk
deactivation at that point. O course, she noted, passengers
woul d have notification because they would know when they are
pi cked up whether the driver matches the photo on the nobile

app.
4:42: 07 PM

REPRESENTATI VE KNOPP referred to the last time she spoke to the
conm ttee when the issue of "mni-suites" was brought up and M.
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Chang had agreed that it was possible, and asked how it would
work if someone was to buy six cars and put drivers in the cars.

M5. CHANG responded that Lyft partners with General Mtors and
Enterprise wherein they actually lease out vehicles in
partnership with Lyft. In that situation, she explained, an
i ndi vidual can |lease out a vehicle for a few weeks at a tine to
drive on the Lyft platform and prior to their approval to drive
on the Lyft platform they nust go through a background check,
driving record check, and their nane and face nust be l|linked to
that vehicle on the nobile app. There is always a connection
bet ween the approved individual and the vehicle before a person
is allowed to drive and be activated on the nobile app, she
expl ai ned.

4:43: 38 PM

REPRESENTATI VE KNOPP of fered a scenari o wherein soneone |eases a
car from Hertz, Budget, or Enterprise and their names are not on
the title or with the insurance conpany.

M5. CHANG answered that the individual is listed on the
i nsurance, and insurance is provided through General Mdtors or
Hertz.

4:44: 23 PM

REPRESENTATI VE SULLI VAN- LEONARD said she echoes Representative
Birch's coments because in the taxi industry their ability to
travel through the Matanuska-Susitna Valley, as an exanple, is
rather limted. As to the arrival of TNGCs, its freedom of
nmovenent and noving passengers in and around the south-centra
area is an inportant conponent, and the thought of actually
del i neating between each nunicipality is an incredible patchwork
that should be avoided, she said. The current bill contains
regul ations in place, there will be a requirement for business
licensing, sales tax collection, and disbursenent to the cities
requiring those collections and, she stated, she does not
support Amendnent 2.

4:45: 55 PM
REPRESENTATI VE STUTES acknowl edged that she was mstaken in
thinking there was an opt-in clause for a nunicipality and have

the opportunity for local control. She suggested a friendly
anmendnent addi ng an opt-in clause.
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REPRESENTATI VE JOSEPHSON advi sed that Anmendnment 2 would allow
muni ci palities to opt-in and referred to Anmendnent 2, page 1,
lines 8-9, which read as foll ows:

Sec. 29.35.148. Regulation of transportation
net wor k conpani es. (a) Notw thstanding AS 28.01.010
a nmunicipality may by ordi nance

4:46: 58 PM

CHAIR KITO referred to Amendnent 2, page 1, lines 8-11, Sec.
29. 35. 148, which read as foll ows:

(a) Notwi thstanding AS 28.01.010, a nunicipality
may be ordi nance
(1) pr ohi bi t a transportation net wor k
conpany or driver from conducting activities under AS
28.23 within the municipality; or

CHAI R KI TO descri bed that Anmendnent 2 would allow a nunicipality
to opt-out.

REPRESENTATI VE STUTES asked whether that is opposed to opting-
in.

CHAIR KITO answered in the affirmati ve.

4:47: 35 PM

REPRESENTATI VE BIRCH comented that while he appreciates the
testinony of Ms. Chang, his concern still stands when | ooking no
farther than the |anguage in this anendnent which speaks to
prohibiting and regulating a TNC He opined that it s

commendable that there is support for the TNC, and if the
committee wants TNCs to operate in Alaska, it needs to be in a
uni form manner. That responsibility rests with the legislature
and the oversight and regulation would be incunbent upon the
| egi sl ature, and he does not believe this anendnent adds val ue,
he advi sed.

4:48:42 PM

REPRESENTATIVE WOOL referred to the opt-out provision, and
advi sed that Fairbanks is a city and a borough, and the city and
borough are sandwiched on top of each other, it would be
conplicated if the city chose to opt-out. For example, he
expl ained, he lives in the Gty of Fairbanks and if he wanted to
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be picked up by a TNC, he nust then walk to the city border. He
expressed that for that reason alone the anendnment s
unacceptable, on top of the other previously stated reasons.

4:49: 25 PM

REPRESENTATI VE KNOPP remarked that he did not view it as an opt-
out, but rather an opt-in because it read, "a nunicipality may

by ordinance regulate or prohibit." Therefore, it 1is not
inclusive wuntil adopting an ordinance, it does provide the
option to address issues when they cone up, that is all it does,
he sai d.

4:50: 06 PM

REPRESENTATI VE ~ JOSEPHSON  expressed frustration wth the
| egi slation because this could be a great victory for everyone
and opined that nost cities would not prohibit it and would opt
for paragraph (a)(2) in the anendnent, and woul d want sonething
nore restrictive. Al though, he noted, cities could opt for
paragraph (a)(1) and be able to prohibit a TNC |oca
governnents want nore local control as was reflected in the
Anchor age ordi nance.

[ The committee treated the objection as maintained.]

4:51: 09 PM

A roll call vote was taken. Representatives Stutes, Josephson

and Knopp  voted in favor of adopting  Amendnent 2.
Representatives Sullivan-Leonard, Wol, Birch, and Kito voted
against it. Therefore, Anmendnent 2 failed to be adopted by a

vote of 3-4.
4:51:49 PM

REPRESENTATI VE JOSEPHSON noved to adopt Amendnent 3, Version 30-
LS0522\ R 2, which read as foll ows:

Page 10, |ine 14:
Del ete "one year"
I nsert "two years"”

Page 10, line 17:

Del ete "one year"
| nsert "two years"
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REPRESENTATI VE WOOL obj ected for the purposes of discussion.
4:52: 07 PM

REPRESENTATI VE JOSEPHSON remarked that under the bill, records
are to be retained for one year, yet there is a statute of
l[imtations in tort law, or personal injury, of tw years and
the bill should match that statute. For exanple, let us say a
TNC driver assaulted a passenger by hitting themon the jaw, the
passenger believed he would heal; except one year and one day
passed and the passenger required jaw surgery. That passenger
woul d not have access to the records that otherwi se would have
been avail able, yet he would be allowed to sue for another 364
days because the statute of |imtations runs for a full two
years. The records could be information that would excul pate or
exonerate the driver, records are retained in other cities for
three years, and the TNCs woul d accommodat e, he opi ned.

4:54:14 PM

REPRESENTATI VE WOOL conment ed that Representative Josephson nade
good points and he renoved his objection.

M5. CHANG in response to Representative Birch, advised that
Lyft has no objection to this amendnent.

4:55:10 PM

CHAIR KITO noted that the objection had been renoved, there
bei ng no obj ection, Amendnent 3 was adopt ed.

4:55:13 PM

REPRESENTATI VE JOSEPHSON noved to adopt Anmendnent 4, Version 30-
LS0522\ R 3, which read as foll ows:

Page 11, lines 11 - 12:
Delete "and rel ated services"

REPRESENTATI VE WOOL obj ect ed.

4:55: 44 PM

REPRESENTATI VE JOSEPHSON referred to CSHB 132, Version R, page
11, lines 11-12, and said sone stakeholders are concerned that

the | anguage "and related services" is vague. As witten, TNCs
could work in connection to potential passengers and related

HOUSE L&C COWM TTEE - 29- DRAFT March 24, 2017



services and, he said, stakeholders do not know the meaning of
t hat | anguage. For exanple, could a person with a sem -truck

wi thout a CDL, be hired at a reduced rate because this becones a
pebble thrown in the preverbal pond that noves further and
further into the workpl ace.

4:56:58 PM

REPRESENTATI VE Bl RCH remarked that there was testinony regarding
passengers potentially ordering up a driver, for instance, to
deliver a teen-age child from a junior high school to an
appoi nt ment . In this instance, the person my not be the
passenger but they have ordered up the TNC to provide a service.
One of the benefits of ridesharing is the potential for a
schedul ed and known person and vehicle to transport someone who
may not be "yourself" to an appointnment. Therefore, he said he
has concerns and is not confortable wth Amendnent 4.

4:58:14 PM

REPRESENTATI VE SULLI VAN- LEONARD remi nded the commttee that this
i ssue was discussed previously with Ms. Chang, and she asked M.
Chang to reiterate aspects of what "other related services”
woul d be with regard to a TNC

M5. CHANG reiterated that Lyft often works with hospitals or
senior centers and soneone at the front desk who is not the
passenger will order a Lyft for a patient or a resident. For
i nstance, an 85-year-old grandnother, not famliar with smart
phones, can receive a ride through a Lyft ordered by the front
desk attendant, or her granddaughter, for instance.

4:59: 24 PM

REPRESENTATI VE WOOL noted ot her services in ridesharing, such as
car pooling and such. He referred to the concern about trucks
and hauling freight being considered part of the "other related
services" and stressed that that certainly was not his intent
with this |egislation. In the event that were to happen, he
described that he would certainly draft a new bill to nake sure
that did not happen, but at this point that is a bit preenptive.

CHAIR KITO turned to M. Mtthews of Uber, referred to related
services, and asked whether calling a ridesharing service to
deliver a birthday cake from one location to another |ocation
and not actually carrying a passenger, was possible with the
Uber platform
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5:00: 57 PM

M TCHEL MATTHEWS, Senior d obal Operations Manager, Uber
responded that Chair Kito's scenario was possible, but not
intended. From Uber's perspective, the "other related services"
relates nore to activities relating to the transportation of
passengers. For exanple, Uber's view on related services is
that TNCs help facilitate the paynent stream or facilitate
comuni cati on between riders and drivers through its anonym zed
channel s.

CHAIR KITO surm sed that Uber's related services are related to
what the app provides in facilitating passenger and driver
activity.

MR. MATTHEWS answered in the affirmative, and he reiterated that
it would be helping to facilitate paynents or conmunications
between rider and driver at the time they were connected for a
trip.

REPRESENTATI VE WOOL muai nt ai ned his objection.

5:02: 39 PM

A roll call vote was taken. Representative Josephson voted in
favor of adopting Anendnent 4. Representatives Knopp, Sullivan-
Leonard, Stutes, Wol, Birch, and Kito voted against it.

Therefore, Amendnent 4 failed to be adopted by a vote of 1-6.
5:03: 04 PM

CHAIR KITO clarified that Amendnment 5, Version 30-LS0522\R 4 had
been noticed but was not being offered at this tine.

5:03:28 PM

REPRESENTATI VE JOSEPHSON noved to adopt Amendnent 6, Version 30-
LS0522\ R. 6 which read as foll ows:

Page 6, line 17:
Del ete "$50, 000"
I nsert "$100, 000"
Del ete "$100, 000"
| nsert "$300, 000"

Page 6, line 18:
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Del ete "$25, 000"
| nsert "$50, 000"

Page 6, lines 19 - 20:

Delete "as required wunder AS 21.96.020 and
AS 28. 20. 440"

Insert "in the anmpbunt of at |east $100,000 for
death and bodily injury for each person, $300,000 for
death and bodily injury for each incident, and $25, 000
for property damage”

Page 6, line 31, through page 7, line 1

Delete "as required under AS 21.96.020 and
AS 28. 20. 440"
Insert "in the amount of at |east $1, 000,000 for death
and bodily injury for each person, $1,000,000 for
death and bodily injury for each incident, and $25, 000
for property damage"

REPRESENTATI VE WOOL obj ect ed.
5:03:32 PM

REPRESENTATI VE JOSEPHSON expl ai ned that the anendnent read that
a driver wll pick up a passenger who presumably the driver has
no relationship. "But, renenber, we're not <calling them
commercial carriers so it's a whole new relationship.” He
opined that during period one, the driver is not at hone
t hi nking about engaging the application, the driver could
actually be driving and | ooking for the next ride. Ther ef or e,
the driver could be a distracted driver, except the insurance in
that period is the sane as for private individuals in the State
of Al aska, and yet the legal duty is there. The vehicle could
be noving and passenger-less and, he explained the first part of
Anmendnment 6 mirrors the $100, 000 for each injury and$300, 000 for
aggregate injuries, of which is located in the taxi code of the
muni ci pality. He said that taxi cab drivers are independent
contractors, TNC drivers are independent contractors, "so do
that for the insurance as well." The $25, 000/ $50,000 reflects
property damage which mrrors the taxi rates required in
Anchor age. He referenced uninsured notorists and noted that
rather than defaulting to the statute, which would only mrror
this smaller $50,000/$100,000 nunber, the latter part of
Amendnent 6 | anguage would instead mrror what Uber itself wants
to offer, $1 mllion for periods two and three, and $100, 000 and
$300, 000 for period one. Essentially, he said, this is designed
to insure people in a nore legitimate manner, noting that the
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$50, 000 and $100,000 numbers had not increased over a |long
period of tine. There will be accidents, he said, and the
Anchorage ordinance read that if there are seven passengers in
the vehicle the insurance would be even higher, stressing that
he wants this "new thing" properly insured.

5:07:49 PM

REPRESENTATIVE WOOL referred to Representative Josephson's
statenent that a TNC driver mght be driving around |ooking for
a fare and explained that TNC drivers do not drive around
| ooking for fares. He further explained that according to the
contract, fares only arrive to the driver through their phone
app; he expounded that a forthcomng commttee substitute wll
state that the only way a passenger can get a ride on a TNC is
t hrough a phone app, and not through a phone call or being waved

down on the street. He pointed out that during period one, the
driver could be doing anything, such as being parked and
drinking a cup of coffee. Basically, he remarked, the limts

set in the proposed statute are as high as any other area in the
country, and as high as required by the state for any individua
driving in the State of Alaska. The $1 mllion requirenment far
exceeds what the state requires of taxi drivers, and he
cormented that the conmttee has already had this discussion
many tinmes and he mai ntai ned his objection.

5:09: 50 PM

REPRESENTATI VE KNOPP surm sed the nunbers in the draft are the
state mninum requirenents, and between his work trucks and
personal vehicles he probably has 13, maybe 14 vehicles covered
in damages. He related that he has never had an insurance agent
recoomend the mninum the state requires because the agents
advise it is just too low, and the anobunt is not anywhere close
to what would truly be necessary. He referred to Anmendnent 6,
page 1, line 14 and line 19, and suggested del eting $25, 000, and
inserting $50,000 for property danmage on both Iines. He asked
whet her that was Representative Josephson's intent.

5:10: 56 PM

REPRESENTATI VE JOSEPHSON noved to adopt Representative Knopp's
Conceptual Anendnent 1 to Amendnent 6, page 1, line 14 and line
19, to delete $25,000 and insert $50,000 on both |ines.

CHAIR KITO noted there being no objection to Conceptua
Amendnent 1 to Amendnent 6, Conceptual Amendnent 1 was adopt ed.
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5:12: 07 PM

REPRESENTATI VE WOOL noted that he owns vehicles through his
busi ness and insures them for nore than the m nimum requirenent,
and anyone driving for a TNC can certainly insure their car for
nore than the m ninum In the event the vehicle is new, the
driver has to have full coverage, and this is just a fallback
because in the event soneone does not have insurance, the TNC
will cover everyone in all phases.

5:13: 09 PM

CHAIR KITO clarified that the discussion now is regarding the
three periods of operation as follows: period one is when the
driver is in the vehicle and the app is not engaged; period two
is when the driver is in the vehicle and the app is engaged but
no passengers are being transported; and period three is when
the driver has accepted a fare and is engaged in the transport
of that i ndividual. He noted that the insurance changes
recommended by Anendnent 6 appear to be for period two, when the
vehicle is not occupied by a passenger but the app i s engaged.

REPRESENTATI VE  SULLI VAN- LEONARD advi sed that Chai r Kito's
clarification was incorrect.

5:14:48 PM

JARED EBER, Associate Counsel, Uber, responded as follows:
during period one, the driver is engaged in the app but has not
yet accepted a ride; period two is when the driver has accepted
the ride until the point they pick up the passenger; and period
three is when the passenger is actually in the vehicle until
they exit the vehicle. Amendnent 6 would raise the insurance
limts for period one when there are no passengers in the
vehicle and the driver has the app turned on but has not yet
accepted a ride. He noted that during that period, over 40
states have adopted statew de |egislation for insurance being at
the same linmts as in the bill, $50,000 for an injury to one
i ndi vidual, $100,000 for nore than one individual, which is
third-party liability, and $25,000 for property danage. O her
than the States of Alaska and Vernont, every other state has
significantly less limts, at roughly $15, 000 - $20,000 per
injury for one person, $25,000 - $40,000 for multiple
i ndi vidual s per accident, and $15,000 - $25,000 for property
damage. He pointed out that the limts listed in the bill have
been accepted by the National Conference of | nsur ance
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Legi slatures together with the |argest insurance trade groups in
the country agreeing that those limts are sufficient for period
one. He said that soneone drinking a cup of coffee with the app
on is one piece, but the other piece is the noral hazard wherein
if raising limts that are not the mnimum Ilimts in Arendnment
6, then the driver can turn the app on 100 percent of tine they
are in their vehicle, even if they have no intention whatsoever
of accepting a ride. The would put the Iliability on the
transportation network conpany (TNC) regardless of whether the
driver actually has any intention of accepting a ride.
Therefore, the driver knows they have higher limts they are not
payi ng for which, inherently, makes them a nore dangerous driver
because they have no ri sk.

5:19: 05 PM

REPRESENTATI VE JOSEPHSON remarked that another way to view this
is that a driver could transport a passenger to Eagle R ver and
not have a passenger driving back to Anchorage and this driver
could be under a great incentive to nmake a living, and in that
wi ndow of time hurry back up the G enn H ghway just as fast as
they can travel. He described that "You're taking on this
mantl e" of effectively being a conmercial carrier, and even if
the commttee carved out and pretended that drivers are not
really comrercial carriers, "they are this other thing." He
coormented that the drivers and passengers do not know each
other, but the drivers are nmaking noney driving passengers
around and it appears reasonable to charge the sane rate as the
Muni cipality of Anchorage. He argued that the limts in the
bill are not sufficient.

5:20:55 PM

REPRESENTATI VE BIRCH spoke against the anendnent, and he
referred to prior di scussi ons regarding an established
acceptabl e base rate. There was a comment about a driver
transporting a passenger from Eagle River to Anchorage and
driving back w thout a passenger and, he said, that is the

current practice which is part of the problem In the event
sonmeone drives to Anchorage from the Matanuska-Susitna Vall ey,
they are prohibited from "a back haul."” Certainly, he offered,

the TNC option preserves that ridesharing and nmakes good use and
utility of the equi pnent and resources avail abl e.

REPRESENTATI VE WOCL mai nt ai ned his objection.

5:22:10 PM
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A roll call vote was taken. Representatives Knopp and Josephson
voted in favor of the adoption of Anmendnment 6, as anended.
Representatives Birch, Sullivan-Leonard, Stutes, Wol, and Kito
voted against it. Therefore, Amendment 6 failed to be adopted
by a vote of 2-5.

[HB 132 was hel d over.]

5:23:11 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:23 p.m

HOUSE L&C COWM TTEE - 36- DRAFT March 24, 2017



