12217 HOUSE Lé&C



WORK DRAFT WORK DRAFT 25-1.50684VM

(b) A natural person qualifies for an associate real estate broker license if the
person passes the brokers examination, applies for the license within months after
passing the examination, submits satisfactory proof of successful completion of the
education requirements of AS 08.88.091, has had at least 24 months of active and
continuous experience as a real estate licensee within the 36 months immediately
preceding application for the license, is not under indictment for, or seven years have
elapsed since the person has completed a sentence imposed upon conviction of a
felony or other crime that, in the judgment of the commission, affects the
person's ability to practice as a real estate salesperson competently and safely [,
FORGERY, THEFT, EXTORTION, CONSPIRACY TO DEFRAUD CREDITORS,
OR ANY OTHER FELONY INVOLVING MORAL TUKPITUDE], and is employed
by a licensed real estate broker as an associate real estate broker. Unless the associate
broker fails to satisfy the educational requirements of AS 08.88.095 or renew the
license, or the associate broker's license is suspended or revoked, the associate broker's
license continues in effect as long as the associate broker is employed by a licensed
real estate broker as an associate broker. If the associate broker stops being employed
by a licensed real estate broker, the associate broker's license is suspended from the
time the associate broker stops until the associate broker satisfies the educational
requirements of AS 08.88.098 and

(1) again isemployed by a real estate brok ,r as an associate broker; or
(2) becomes an owner of a real estate bu mess or is employed as a real
estate broker by a foreign or domestic corporation, partnership, limited partnership, or
limited liability company, in which case the associate bro ker's license shall be returned
to the commission by the associate broker, and the commission shall issue the licensee
a broker's license.
* Sec. 6. AS 08.88.171(c) is amended to read:

(c) A natural person qualifies for a real estate salesperson license if the person
passes the real estate salesperson examination, applies for the license within six
months after passing the examination, submits satisfactory proof of successful
completion of the education requirements of AS 08.88.091, is at least 19 years of age,

is not under indictment for a felony or other crime that, in the judgment of the
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commission, affects the individual's ability to practice as a real estate salesperson
competently and safely [FORGERY, THEFT, EXTORTION, CONSPIRACY TO
DEFRAUD CREDITORS, OR ANY OTHER FELONY INVOLVING MORAL
TURPITUDE], or, if convicted of such an offense, seven years have elapsed since
the person [HAS] completed the sentence imposed upon conviction [, AND IS
EMPLOYED BY A REAL ESTATE BROKER]. Unless the salesperson fails to
satisfy the educational requirements of AS 08.88.095 or renew the license, or the real
estate salesperson's license is suspended or revoked, a real estate salesperson’ license
continues in effect [AS LONG AS THE SALESPERSON IS EMPLOYED AS A
SALESPERSON BY A LICENSED REAL ESTATE BROKER. |IF THE
SALESPERSON STOPS BEING EMPLOYED AS A REAL ESTATE
SALESPERSON, THE REAL ESTATE SALESPERSON'S LICENSE IS
SUSPENDED FROM THE TIME THE SALESPERSON STOPS UNTIL THE
SALESPERSON SATISFIES THE EDUCATIONAL REQUIREMENTS OF

AS 08.88.098 AND AGAIN IS EMPLOYED AS A REAL ESTATE SALESPERSON

BY A LICENSED REAL ESTATE BROKER].

* Sec. 7. AS 08.88.291 is amended by adding a new subsection to read:

(c) Notwithstanding (a) of this section, a person registered as a real estate

broker under this chapter may reside out of state, if the broker
(1) does not employ any real estate licensees; or

(2) employs real estate licensees at an office in thestate and all those

licensees arc under the direct supervision of a real estate associate broker.

* Sec. 8. AS 08.88 is amended by adding a new section to read:

Sec. 08.88.305. Multiple business operations. A person licensed as a real
estate broker may own, operate, or be employed by multiple corporations,
partnerships, or other business organizations engaging in activities for which a license
is required under this chapter, provided that each business organization is registered

with the commission, and that the principal offices of all of the business organizations

share a single physical address.

* Sec. 9. AS 08.88.685(a) is amended to read:

(a) A broker shall adopt [A] written policies and procedures available to the

-6-
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commission and to members of the public on request [POLICY] that
(1) require real estate licensees to comply with all real estate laws;
(2) require real estate licensees to act fairly and honestly in al
dealings;
(3) require real estate licensees to notify the broker or a brokei

designee of any legal dispute or allegation of wrongdoing from a seller, buyer,

lessor, or lessee;
(4) require real estate licensees to maintain regular communication

with the broker or a broker designee; and
(5) identify a>J describe [IDENTIFIES AND DESCRIBES] the

relationships in which the broker and the real estate licensees who work for the broker
may engage with a seller, buyer, lessor, or lessee. [THE BROKER SHALL MAKE
THE WRITTEN POLICY AVAILABLE TO THE COMMISSION AND TO
MEMBERS OFTHE PUBLIC ON REQUEST.]

* Sec. 10. This Act takes effect February 1, 2008.

. CSHB 205(L&C)
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Sec. 1 - increases hours of education for licensee applicant from 20 to 40 hours,
Sec. 2 - increases continuing education hours from 20 to 30.
The Realtors preferred to increase hours than to scrimp on education content

Sec. 3 - adds the provision that seven years must elapse before a before anyone convicted
of a felony involving moral turpitude may reapply for licensure.

Sec. 4 - adds language that allows a broker to live outside the state if they do not employ
any licensees or their licensees are directly supervised by an associate broker.

Sec. 5 - provides that a broker who owns, operates, or is employed by multiple
corporations requiring real estate licensing have a single physical address for all principal
offices. This is an issue of broker supervision.

Sec. 6 - states that all policies and procedures be available to the public and outlines v/hat

must b" in the policy.

Sec. 7 - Feb 1, 2008 effective date. This coincides with issuance of renewal licenses.



ALASKA STATE LEGISLATURE

HOUSE LABOR & COMMERCE COMMITTEE

REP. KURT OLSON

Chairman
State Capitol, Room 17 Nep
Juneau, AK 99801-1182 Rep. Gabrielle LeDoux Rep. Bob Buch

(907) 465-2693 FAX 465-3835

Rep Mark Neuman, V-Chair Rep. Carl Gatto
jay Rarnras Rep. Berta Gardner

Sponsor Statem ent

HB 205

HB 205 helps clarify and strengthen a number of items in the current statutes and

increases consumer protection in the home buying and selling process.

This legislation will:

e Require real estate brokers to adopt written policies and procedures that would
be available to the public on request. The policies and procedures would require

all real estate licensees to:
0 Notify their broker or broker designee in the event of any legal dispute or

allegations of wrong doing
0 Maintain regular communication with their broker or broker designee

o Act fairly and honestly in all dealings
o Comply with all real estate laws

e Increase the number of education hours before a person can be licensed from 20

hours to 40 hours.

* Increase the continuing education hours from 20 hours to 30 hours

e Clarify the issue of operating multiple offices and the responsibilities of a broker

that resides out of state.

« Establish that a person indicted for a felony involving moral turpitude can not
obtain a real estate licensee until seven years has lapsed since the completion of

the sentence.

The Association of Alaska Realtors strongly supports this bill.
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Sponsor Statement
State Training and Employment Program (STEP)

The State Training and Employment Program (STEP) was established as a pilot
program in 1989 to increase training opportunities for Alaskans affected by fluctuations
in the economy or by technological changes in the workplace. Since its inception the
program has been reauthorized by the legislature six times, This legislation would

make this successful program permanent.

The Department of Labor and Workforce Development's FY 08 budget includes $6.7
million in STEP funding to assure Alaska workers are trained for Alaska jobs.

The target population for the STEP services is adults who may be unemployed or
underemployed and who have worked in a job covered by Unemployment Insurance.
The STEP serves workers that are Alaska residents, have a good work history and a
good probability for success in the training and ultimately the workforce.

The STEP has continually proven itself to be one of the most successful emplovment

and training programs in the state and by larger comparison with federally funded

training programs in the Nation. The successes of STEP are reflected in the statistics

below;

« As of April 2, 2007 STEP served over 23,619 Alaskans since its inception.

In FY05, more than 95% of STEP participants were employed within 12 months

following program exit.

In FYO05, exiting STEP participants earned more then $73 million in Alaska wages in

the year following exit, a 22.6% increase over pre-training earnings.

e STEP exiters saw a 23% reduction in total unemploymcr. benefits paid in the 12
months following exit compared to the 12 months prior to entry into the program.

» STEP provides services that benefit (he participants in the long term. About 83.6%
of participants that exited STEP in FYO02 were still Alaska residents in calendar year
2006 and 80% of the participants had Alaska wage and salary earnings in FYO06.
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STATE OF ALASKA
2007 LEGISLATIVE SESSION

0050-DQLWD-UI-02-14-07
Bill Version: 0050
() Publish Cate:

Fiscal Note:

Revision Dnte/Time (Note if correction): Department Labor and Workforce Development
Title: "An Act repealing the termination of the RDU: Employment Security
state training and employment program..." Component: Unemployment Insurance

Sponsor:
Requester: Component Number: 2276
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 270.7 270.7 270.7 270.7 270.7
Travel 5.0 5.0 5.0 5.0 5.0
Contractual 50.0 50.0 50.0 50.0 50.0
Supplies 19 1 19.1 19.1 19.1 19.1
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 344.8 344.8 344.8 344.8 344.8
CAPITAL EXPENDITURES | |
CHANGE IN REVENUES ( ) | | |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1054 State Employment & Training 344.8 344.8 344.8 344.8 344.8

TOTAL 0.0 344.8 344.8 344.8 344.8 344.8

Estimate of any current year (FY2007) cost: None
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: X
POSITIONS
Full-time 3 3 3 3 3
Part-time
Temporary
ANALYSIS:  (Attach a separate page if necessary)

This bill repeals the terminalion date for the State Training ana Employment Program and maker the

program permanent.

Prepared by: Thomas Nelson. Director

Employment Security Division

Phone 465-5937
Date/Time: 2/14/07 2:49 PM

Division:

Approved by: Click Bishop, Commissioner

Date. 2/14/2007

Agency:

(Revised 9/KV200G OMB)

Department of Labor and Workforce Development
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FISCAL NOTE

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):

Fiscal Note: 0050-DQLWD-BS-02-14-07
Bill Version: _0050

( Publish Date:

Title:

"An Act repealing the termination of the

state training and employmentp rogra m

Sponsor:

Requester:

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 2008 FY 2009
Personal Services 408.3
Travel 28.3
Contractual 402.5
Supplies 6.1
Equipment
Land & Structures
Grants & Claims 4,472.0
Miscellaneous

TOTAL OPERATING 0.0 5.317.2
CAPITAL EXPENDITURES |
|CHANGE IN REVENUES (1054) 5,662.0
FUND SOURCE
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Menta! Health
1054 State Employment & Training 5.317.2

TOTAL 0.0 5,317.2
None

Estimate of any current year (FY2007) cost:

Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: |

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:

(Attach a separate page it necessary)

Department Labor and Workforce Development
RDU: Business Partnerships
. Component: Business Services
Component Number: 2658
(Thousands of Dollars)
FY 2010 FY 2011 FY 2012 FY 2013
408.3 408.3 408.3 408.3
28.3 28.3 28.3 28.3
402.5 402.5 402.5 402.5
6.1 6.1 6.1 6.1
4,598.0 4,725.0 4,855.0 4,946.0
5,443.2 5,570.2 5.700.2 5 m>12
5,788.0 5,915.0 6.045.0 6,136.0
(Thousands of Dollars)
5.443.2 5,570.2 5,700.2 5.791.2
5,443.2 5,570.2 5.700.2 5,791.2
X
4 4N 4 4

This bil, repeals the termination date for the State Training and Employment Program and makes the

program permanent.

Corine Geldhof, Director

Prepared by:

Division: Business Partnerships Division

Phone: 465-5937
Date/Time 2/14/07 2:46 PM

Date 2/14/2007

Approved by: Click Bishop. Commissioner
Agency:

(Hovisod '1/18/2006 OMei

Department of Labor and Workforce Development

Page 1lof 1



Employment and Earnings of Existing STEP Participants in FYO5 by Vendor
Four Quarters Before and After STEP Participation

Training Vendor
Alaska Operating Engineers
Alaska Laborers Training Trust
Alaska Works Partnership (AWP)
Pacific Coast Maritime Consortium
IBEW AK Joint Elec Apprentice
Center for Employment Education
Rural Alaska Fuel Services
Rural AK Community Action Pom
Southern AK Carpenters Tra cing Ctr
U of A Fairbanks Kuskokwir 1Campus
Bethel Native Corp Workers Academy
AVCP Regional Housing Authority
Alaska Trowel Trades
Delta Mine Training Center
Fairbanks Carpenter Training Center
Southwest Alaska Vocational Ed. Ctr.

Ak Roofers and Waterproofers Local 190

Piledrivers Local 2520 - Anchorage
Fairbanks Painters end Allied Trades
Northern Industrial Training, LLC
Aleutia Inc.

Carlile Transportation System

U of A Southeast Ketchikan Campus

Industry
Construction
Construction
Construction
Transportation
Construction
Construction
Transportation
Education
Construction
Education
Technology
Construction
Construction
Construction
Construction
Construction
Construction
Construction
Construction
Transportation
Seafood
Transportation
Construction

Training Vendors with ten (10) or more participants

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

Number of

Participants

Served
448
323
168
122
101

96
75
69
66
62
56
52

REERRR& IBR3E

Number Employed

Before
442
319
166
119
101

95
68
638
57
60
55
45
29
25
21
17

16
12
12
10
n

10
10

After
433
312
160
119
101

95
68
67
63
59
56
48
28
28
22
16
17
14

Earnings

Before

After

23,666,049 26,612,802
10,267,093 13,830,548

4,880,787
4,590,413
3,372,320
2,717,720
1,497,729
1,131,434
2,551,880
1,014,951
765,621
381,133
487,130
539,525
814,483
195,816
414,458
336,642
218,745
91,865
150,282
278,160
102,058

6,688,434
5,902,998
4,523,760
3,681,844
1,578,927
1,293,011
3,139,504
997,575
915,791
482,113
485,811
968,330
727,149
317,959
512,996
615,913
250,443
337,756
124,802
456,143
103,559

Prepared by Alaska Department of Labor and Workforce Development, Division of Business Partnerships, March 6, 2007

%
Change
in
12.5
34.7
37.0
28.6
34.1
35.5
5.4
14.3
23.0
-1.7
19.6
26.5
-0.3
79.5
-10.7
62.4
23.8
83.0
14.5
267.9
-17.0
64.0
1.5



Employment and Earnings of Existing STEP Participants in FYG5 by Vendor

Training Vendor
Alaska Operating Engineers
Alaska Laborers Training Trust
Alaska Works Partnership (AWP)
Pacific Coast Maritime Consortium
IBEW AK Joint Elec Apprentice
Center for Employment Education
Rural Alaska Fuel Services
Rural AK Community Action Pgm
Southern AK Carpenters Training Ctr
U of A Fairbanks Kuskokwim Campus
Bethel Native Corp Workers Academy
AVCP Regional Housing Authority
Alaska Trowel Trades
Delta Mine Training Center
Fairbanks Carpenter Training Center
Southwest Alaska Vocational Ed. Ctr.

Ak Roofers and Waterproofers Local 190

Piledrivers Local 2520 - Anchorage
Fairbanks Painters and Allied Trades
Northern Industrial Training, LLC
Aleutia Inc.

Carhle Transportation System

U of A Southeast Ketchikan Campus

Industry
Construction
Construction
Construction
Transportation
Construction
Construction
Transportation
Education
Construction
Education
Technology
Construction
Construction
Construction
Construction
Construction
Construction
Construction
Construction
Transportation
Seafood
Transportation
Construction

Training Vendors with ten (10) or more participants

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

Number of
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101
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69
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29
28

FEEERRK&IERN
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Before
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18BERE D
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K&

SE=NS!
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After

433
312
160
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67
63
59
56
48
28
28
2
16
17
14

Earnings

Before

After

23,666,049 26,612,802
10,267,093 13,830,548

4,880,787
4.590,413
3,372,320
2,717,720
1,497,729
1,131,434
2,551,880
1,014,951
765,621
381,133
487,130
539,525
814,483
195,816
414.458
336,642
218,745
91,805
150,282
278,160
102,058

6,688,434
5,902,998
4,523,760
3,681,844
1,578,927
1,293,011
3,139,504
997,575
915,791
482,113
485,811
968,330
727,149
317 959
512,996
615,913
250,448
337,756
124,802
456,143
103,559

Prepared by Alaska Department of Labor and Workforce Development, Division of Business Partnerships, March 6, 2007

%
Change
in
125
34.7
37.0
28.6
34.1
35.5
5.4
14.3
23.0
-1.7
19.6
26.5
-0.3
79.5
-10.7
62.4
23.8
83.0
14.5
267.9
-17.0
64.0
15



Employment and Earnings of Exited STEP Participants in FY 05 by Place of Residence

Four Quarters Before and After STEP Participation

Place of Residence
Aleutians East
Anchorage
Bethel
Bristol Bay Borough
Denali
Dillingham
Fairbanks
Fairbanks Southeast
Haines
Juneau
Kenai
Ketchikan
Kodiak
Lake and Peninsula
MatSu
Nome
North Slope Borough
Northwest Arctic Borough
POW - Outer Ketchikan
Sitka
Skagway - Angoon
Valdez - Cordova
Wade Hampton
Wrangell - Petersburg
Yakutat
Yukon - Koyukuk
Unknown
TOTAL

Number of
Participants
28
350
126
6
15
22
350
66
8
157
100
88
36
23
181
28
3
10
32
12
8
69
110
28
2
25
5
1,888

Number Employed

Before
23
333
117
6
14
20
339
64
8
153
97
85
35
21
176
28
3
10
28
12
7
64
107
28
2
25
4
1,809

After
23
334
119
6
14
20
331
65
8
150
96
84
33
22
175
28
3
9
29
10
8
65
107
28
2
25
3
1,797

Earnings

Before After
354,207 601,611
11,194,565 14,004,974
1,714,082 1,888,840
120,288 171,148
466,197 771,333
313,156 383,222
12,293,413 15,688,154
2,364,355 3,028,406
228,590 227,739
6,752,684 8,034,909
3,505,302 3,975,786
3,056,088 3,598,516
1,472,226 1,709,272
508,668 630,491
7,441,236 8982,059
548,526 574,419
Confidential Confidential
213,803 234,659
884,486 990,987
304,182 305,378
131,315 204,426
2,614,548 3,328,455
1,598,005 1,754,228
696,310 929,955
Confidential Confidential
652,448 892,191
Confidential Confidential
59,626,752 73,091,224

Confidential = Specific data is confidential but the amount is included in the total.
Source: Alaska Department of Labor and Workforce Development, Research and Analysis Section

Prepared by Alaska Department of Labor and Workforce Development, Division of Business Partnerships, March 6, 2007

% Change in
Earnings
69.80
25.10
10.20
42.30
65.50
22.40
27.60
28.10
-0.40
19.00
13.40
17.70
16.10
23.90
20.70
4.70
158.10
9.80
12.00
0.40
55.70
27.30
9.80
33.60
-54.30
36.70
-21.20
22.60
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ALASKA DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT
State Training & Employment Program (STEP)

Success Story
Southwest and Western Alaska

Clinton, an resident raised in Nondalton, was hired by Northern Dynasty last
spring to participate in training supported by a STEP grant from the Alaska
Department of Labor and Workforce Development. The STEP grant was a
partnership between Northern Dynasty, Inc., Mining and Petroleum Services
(MAPS), and the Bristol Bay Campus, UAF. Clinton was one of twelve
participants who received Mine Safety and Health Administration (MSHA)
training. Clinton continued with on the job training to become a driller's helper.
According to the acting foremen on the job, "Clinton is a really hard worker and
a quick learner. He has helped out with drilling during many long hours."

March 2007
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ALASKA DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT
State Training & Employment Program (STEP)

Succejs Story
Statewide Services

When Garry first came to an Alaska Job Center in Anchorage he was working in
a temporary position as a laborer making between $8 and $10 per hour. He
requested funding to attend University of Alaska Anchorage to obtain his
Associates of Arts and Sciences in Medical Lab Technology. He already had
some college credits that would transfer. Garry did not qualify for a Pell grant,
but was determined eligible for STEP services. He was a<excellent student,
averaging a 3.30 GPA while working evenings and weekends at the Blood Bank
to support himself. Within the last week, Garry informed his case manager that
he got a full-time, permanent position with South Central Foundation and will
starting work as a medical lab technician. He did not state how much he would
be making, but his employment research shows starting wages for similar
positions range between $15 to $17 per hour.

Maich 2007
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Success Story
South Central Alaska

Jon had dropped out of high school after completing the 10th grade. He had a
seasonal work history in the fishing industry and needed training to be
employed full-time in the maritime field. With STEP funding, he completed
courses at the Alaska Vocational Technical Center (AVTEC) in Seward, including
Safe Food Handling, Basic Safety Training, Basic Engineering Ind" irination
Topics, Deck Indoctrination Topics, Proficiency in Survival Craft, and Tankship
Dangerous Liquids. At the completion of the training he was interviewed by
Polar Tanker, Inc., and selected for a six-month on-the-job training (OJT). Jon
complete”™ his OJT in February and has become a full-time permanent employee
of Polar Tankers, Inc. He was requested to complete his GED prior to beginning
his training, which he did within three months.

March 2007
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Success Story
Interior and Northern Alaska

Amy is now starting her third year as a carpenter apprentice in Fairbanks and
has received training through a STEP grant to the Carpenters Local 1243. The
union reports Amy has done very well in her class, has high scores, is productive
and very interested in succeeding in her career, asks many questions of her
instructors, and developed a strong work ethic. The union reports Amy's
monthly hours evaluations have many positive comments, and would be
recommended for employment with any of their contractors. As awhole, Amy
has leadership qualities and is an asset to the union.

March 2007
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Success Story
Southeast Alaska

Robin completed two classes under the 2006 University of Alaska Southeast -
Ketchikan/Alaska Ship and Drydock STEP grant: a 40 Hour Hazwoper Training
Course and the Shipyard Competent Person Training. Robin received three
raises of 50 cents per hour each either during or shortly after completing training.
Robin has made very good progress in the Alaska Ship and Drydock and is now
a top performer in the Corrosion Control program. His employer reports Robin's
strong work ethic and capacity for learning new knowledge, skills, and abilities
qgualifies him as a top candidate for additional training. A goal of the Alaska
Ship and Drydock is to develop a stable workforce, which in shipbuilding and
repair is a multi-skilled workforce Robin has all of the attributes required to
become a multi-skilled shipbuilder and repairer.

March 2007



STEP Litigation Overview
As of 2/21/07

April 13, 2006 -Associated Builders and Contractors (ABC) filed a
Motion for Preliminary Injunction requesting the court to restrict the Department of Labor
from awarding any grants until the court has ruled on ABC s complaint for declaratory
judgment. The complaint for declaratory judgment cited the following allegations:

1. STEP provides funds to Union Training entities which;
m  Union procedures limit training tr apprentices who have to join the union,
which does not allow increasing training opportunities for the state workforce

or foster new jobs.
m  Union members are encouraged to draw U.l. during training which violates

the purpose of STEP.

2. Union trainings are funded by member fees and STEP funds supplant these fees in
violation of STEP statute.

October 31, 2006 - The Department and ABC attended a hearing for
testimony by the Department and submission of evidence b) both parties on ABC's
request for Injunction for Relief.

November 15, 2006 - Received Judge’'s Ruling on the Injunction for

Relief which stated;
| STEP was passed by the legislature with the understanding that Union

affiliated training programs would be eligible for STEP funding.

| Found insuffienct evidence to determine whether or not Union
affiliated training programs supplants existing training funds.

| Judge denied the Injunction for not awarding STEP Grants

December 13, 2006 - The Department received ABC’s attornev’s

Request for Production (RFP) and Interrogatories
[ 16 - RFP's and 3 Interrogatories - 3 RFP's were subsequently amended
to limit production to Unions and Alaska Works Partnerships documents and 1
Interrogatory was subsequently dropped.

February 9, 2007 - The Department provided ABC with 10 boxes of
documents in response to ABC's attorney's request.

Current Status - Awaiting the Department's Attorney's Motion for
Summarv Judgment to be filed.
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AGC/AK Piledrivers «*nd Divers Local
2520 JATP

AK Laborers Training

AK Teamsters-Employer Service Trust
Rural Alaska Community Action
Program, Inc.

AK Works Partnership, Inc.

Hoonah Indian Association
Fairbanks Carpenters Training
Center/AK Reg. Council of.Carﬁ._
AK Joint Electrical Apprenticeship and
Training Trust

Association of Village Council Residents
Regional Housing Authority
Kawerak, Inc

AK Ship and Drydock, Inc.
Seafarers Education Alternative Link
UAS, Ketchikan Campus

SW AK Vocational & Education Center
#2

Carlile Transportation Systems
Roofers, Waterproofers;, and Allied
Trades JATP

Samson Electric, Inc.

SW AK Vocational & Education Center

Southeast Regiona:Resource Center
SW AK Vocational & Education Center

AK Trowel Trades Apprenticeship Trust
Cook Inlet Tribal Council, Inc

Ketchikan General Hospital/Peace
Health

AK State Hospital and Nursing Home
Associates

ASRC Energy Services

AK Technology Learning Center
Old Harbor Hative Corp.

Fairbanks Area Painters & Allied Trades
JATP

dita Race for Autism

arold Holten & Associates'

Ocean Beauty Seafoods, Inc.
ASRC Service Center Energy Services

Statewide Petroleum Services

taunts

Headstart Teachers

Class B Passenger
Bus Drivers

Building Maintenance
/ Repair
Step Program

Maritime Training
Entry Level Welder

Building Construction
/ Repair

Roustabout Training
Computer and Office
Skills

Heavy Equipment
Operator

‘raining for
unemployed
minorities in
healthcare

Preceptor Training

EXHIBIT

$  450.000.
$ 299,750.00
5— 838AH)

64%






STATE OF ALASKA

2007 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Uniform Money Services Act

Sponsor Kerttula

Requester House Labor & Commerce

Expenditures/Revenues

FISCAL NOTE

Fiscal Noto Number:

Note: Amounts do not inck.de inflation unless otherwise noted below.

OPERATING EXPENDITURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING

ICAPITAL EXPENDITURES
ICHANGE IN REVENUES (1156 )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

1156 Receipt Supported Services
TOTAL

Estimate of any current year (FY2007) cost:
Mark this box (X if funding for this bill Is included in the Governor's Fy 2008 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separata page if necessary)

FY 2008

46.5
2.5
28.0
1.0
2.0

80.0

80.0

80.0
80.0

0.0

tam m

HB227-COM-BS-Q4-19-07

Bill Version: HB 227
(O Publish Date:
Dept. Affected: Commerce
'RDU Banking & Securities (536)
Component Banking & Securities
Component No. 2808
(Thousands of Dollars)
FY 2009 FY 2010 FY 2011 FY 2012
46.5 46.5 46.5 46.5
25 2.5 2.5 2.5
28.0 28.0 28.0 280
10 10 10 10
2.0 2.0 2.0 2.0
80.0 80.0 80.0 80.0
| | |
80.0 80.0 80.0 80.0
(Thousands of Dollars)
80.0 80.0 80.0 80.0
80.0 80.0 80.0 80.0

Fy 2013
46.5

2.5

28.0

10

2.0

80.0

80.0

80.0
80.0

This legislation would require the licensing and regulation of entities involved with the transmission of money or
currency exchanges. The division estimates there will be about 40 businesses subject to licensure and examination
each year under the bill. The division assumes that many of the money transmitter businesses operating in the state
will be subject to dual licensure as they are affiliated with a large national money transmitter company, such as
Western Union. Alaska currently does not regulate this industry. The division anticipates the need for the addition
of one-half of a new Investigator Il position to carry out regulatory duties mandated by the Act, such as, licensing,

complaint investigations and conducting on-site examinations. Travel funds would cover cost of the travel

associated with examinations and training. Contractual expenses include funds for the Department of Law to draft
legal documents, represent the division at administrative hearings resulting from license revocations/disciplinary

actions, and enforcement orders.

Prepared by:  Mark Davis, Director

Division Banking and Securities
Approved by:  Emil Notti, Commissioner

Phone 907.269.8144

Date/Time 4/19/07 5:41 PM
Date 4/19/2007

Agency Commerce, Community, and Economic Development
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STATE OF ALASKA BILL NO. HB227
2007 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Revenue: The division estimates this legislation would generate $80.0 in each of the first two years due to
the initial licensing of an estimated 40 licensees at $2.0 per licensee. Inyears 3 and 4, it is estimated there
will be * i increase inthe number of licensees from 40 to 50. Inyears 5 and 6, it is estimated there will be
an increase inthe number of licensees from 50 to 60. Because this legislation would require the
department to establish fee levels so that the total amount of fees collected would approximately equal
total regulatory costs, licensing fees would be expected to drop after the first two years.

Page 2 of 2



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM April 20, 2007
SUBJECT: CSHB 227( )relating to the Uniform Money Services Act

(Work Order No. 25-L.S0814\C)

T0: Representative Kurt Olson
Attn: Eleanor Wolfe

FROM: Theresa Bannister
Legislative Counsel

This memo accompanies a draft of the bill described above.
Appeals. Three provisions of the new chapter allow a person to appeal the denial of a
license (secs. 06.55.103(d" 06.55.105(d), and 06.55.203(d)). It is not clear whethc

"appeal” means to a court or to the department (or the commissioner). | recommend
clarifying that it is to the department (or the commissioner).

If | may be of further assistance, please advise.

TLB:mcd
07-26 I.med

Enclosure



WORK DRAFT

25-LS0814\C
Bannister

4/19/07

WORK DRAFT WORK DRAFT

CS FOR HOUSE BILL NO. 227( )
IN THE LEGISLATURE OF THE STANE OF ALASKA
TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVE KERTTULA

ABILL
FOR AN ACT ENTITLED
"An Act relating to the Uniform Money Services Act, to money transmission services,

and to currency exchange services; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1. As 06 is amended by adding a new chapter to read:
Chapter 55. Alaska Uniform Money Services Act.
Article 1. Money Transmission Licenses.

Sec. 06.55.101. License required, (a) A person may not engage in the
business of money transmission or advertise, solicit, or hold the person out as
providing money transmission unless the person

(1) holds a money transmission license; or

(2) is an authorized delegate of a person who holds a money

transmission license.

(b) A money transmission license is not transferable or assignable.

Sec. 06.55.102. AppIiCatiOn for license, (a) A person applying for a money

-1- CSHB 227( )
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WORK DRAFT 25-1L.50814\C

transmission license shall apply in a form and in a medium prescribed by .he

department. The application must state or contain

(1) the legal name and residential and business addresses of the

applicantand any fictitious or trade name used by the applicant in conducting the

applicant's business;
(2) alist of any criminal convictions of the applicant and any material

litigation in which the applicant has been involved in the 10-year period next
preceding the submission of the application;

(3) a description of any money services previously provided bythe
applicant andthe money services that the applicant seeks to provide in this state;

(4) a list of the applicant's proposed authorized delegates andthe
locations in this state where the applicant and its authorized delegates propose to
engage in money transmission or provide other money services;

(5) a list of other states in which the applicant is licensed to engage in

moneytransmission or provide other money services and any license revocations,
suspensions, or other disciplinary action taken against the applicant in another state;
(6) information concerning any bankruptcy or receivership
proceedings affecting the applicant;
(7) a sample form of contract for authorized delegates, if applicable,
and a sample form of payment instrument or instrument on which stored value is

recorded, if applicable;
(8) the name and address of any bank through which the applicant's

payment instruments and stored value will be paid;

(9) a description of the source of money and credit to be used by the

applicant to provide money services; and

(10) any other information the department reasonably requires with

respect to the applicant.

(b) If an applicant is a corporation, a limited liability company, a partnership,

or another entity, the applicant shall also provide

(D the date of the applicant's incorporation or formation and state or

country of incorporation or formation;

2-
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WORK DRAFT WORK DRAFT 25-L.50814\C

(2) if applicable, a certificate of good standing from the state or
country in which the applicant is incorporated or formed,;

(3)a brief description of the structure or organization of the applicant,
including any parent or subsidiary of the applicant, and whether any parent or
subsidiary is publicly traded;

(4) the legal name, any fictitious or trade name, all business and
residential addresses, and the employment, in the 10-year period next preceding the
submission of the application of each executive officer, manager, director, or person
who has control of the applicant;

(5) a list of any criminal convictions and material litigation in which
any executive officer, manager, director, or person in control of the applicant has been
involved in the 10-year period next preceding the submission of the application;

(6) a copy of the applicant's audited financial statements for the most
recent fiscal year and, if available, for the two-year period next preceding the
submission of the application;

(7) a copy of the applicant's unconsolidated financial statements for the
current fiscal year, whether audited or not, and, if available, for the two-year period
next preceding the submission of the application;

(8) if the applicant is publicly traded, a copy of the most recent report
filed with the United States Securities and Exchange Commission under 15 U.S.C.
78m (Securities Exchange Act of 1934);

(9) if the applicant is a wholly owned subsidiary of

(A) a corporation publicly traded in the United States, a copy of
audited financial statements for the parent corporation for the most recent
fiscal year or a copy of the parent corporation's most recent report filed under

15 U.S.C. 78m (Securities Exchange Act of 1934); or
(B) a corporation publicly traded outside the United States, a

copy of documentation that is similar to the documentation required by (A) of
this paragraph and that is filed with the regulator of the parent corporation's

domicile outside the United States;

(10) if the applicant has a registered agent in this state, the name and

3- CSHB 227( )
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address of the applicant's registered agent in this state; and

(11) any other information the department reasonably requires with

respect to the applicant.
(¢) A nonrefundable application fee and a license fee must accompany an

application for a moneytransmission license.The license fee shall be refunded if the

application is denied.
(d) The department may waive a requirement of (a) and (b) of this section or

permit an applicant to submit otherinformationinstead of the required information.

(e) In this section,
(1) "material litigation" means litigation that, according to generally

accepted accounting principles, is significant to an applicant's or a money transmission

licensee's financial health and would be required to be disclosed in the applicant's or

money transmission licensee's annual audited financial statements, report to

shareholders, or similar records.

(2) "money transmission license" does not include an approval under

AS 06.55.103.
Sec.06.55.103. Approval to engage in money transmission when licensed

in another state, (a) A person who is licensed to engage in money transmission in at
least one other state, with the approval of the department and under this section, may
engage in money transmission, currency exchange, or both money transmission and
currency exchange in this state without being licensed under AS 06.55.102 if
(1) the state in which the person is licensed has enacted the Uniform
Money Services Act or the department determines that the money transmission laws of
the state in which the person is licensed are substantially similar to those imposed by
this chapter;
(2) the person submits to, and in the form required by, the department
(A) in a record, an application for approval to engage in money
transmission, currency exchange, or both money transmission and currency
exchange in this state without being licensed under AS 06.55.102;

(B) a nonrefundable application fee;

(C) a fee for the first year of operating with the approval given

| CSHB 227( ) -4-
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under this section; this fee shall be refunded if the application is denied; and
(D) acertification of license history in the other state.

(b) Before granting a person approval under this section to engage in money
transmission, currency exchange, or both money transmission and currency exchange
in this state, the depaitment shall make findings and conclusions as required by
regulation.

(c) When an application for approval under this section is complete, the

department shall promptly notify the applicant, in a record, of the date on which the

request was determined to be complete, and

(1) the department shall approve or deny the request within 120 days

after that date; or
(2) if the request is not appro\ed r denied within 120 days after that

date,
(A) the request is approved; and

(B) the approval takes effect as of the first business day after
expiration of the 120-day period.

(d) An applicant whose application under this section is denied
department may appeal, within 30 days after receipt of the notice of the denial, and
request a hearing.

Sec. 06.55.104. Security, (a) Except as otherwise provided in (b) of this
section, a surety bond, a letter of credit, or another similar security acceptable to the
department in the amount of $25,000 plus $5,000 for each location, not exceeding a

total addition of $125,000, must accompany an application for a money transmission

license.
(b) Security must be in a form satisfactory to the department and payable to

the state tor the benefit of a claimant against the money transmission licensee to

secure the faithful performance of the obligations of the money transmission licensee

with respect to money transmission.
(c) The aggregate liability on a surety bond may not exceed the principal sum

of the bond. A claimant against a money transmission licensee may maintain an action

on the bo u or the department may maintain an action on behalf of the claimant.

5 CSHB 227( )
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(d) A surety bond must cover claims for as long as the department specifies,
but for at least five years after the money transmission licensee ceases to provide
money services in this state. However, the department may permit the amount of
security to be reduced or eliminated before the expiration of that time to the extent the
amount of the money transmission licensee's payment instruments or stored-value
obligations outstanding in this state is reduced. The department may permit a money
transmission licensee to subst’*ite another form of security acceptable to the
department for the security effective at the time the money transmission licensee
ceases to provide money services in this state.

(e) Instead of the security prescribed in this section, an applicant for a money
transmission license or a money transmission licensee may provide security in a form
prescribed by the department.

(f) The department may increase the amount of security required to a
maximum of $500,000 if the financial condition of a money transmission licensee
requires the increase, as evidenced by reduction of net worth, financial losses, or other
relevant criteria.

Sec. 06.55.105. Issuance of license, (a) When an application is filed under
AS 06.55.102, the department shall investigate the applicant’s financial condition and
responsibility, financial and business experience, character, and general fithess. The
department may conduct an on-site investigation of the applicant, the reasonable cost
of which the applicant shall pay. The department shall issue a license to an applicant

under AS 06.55.102 if the department finds that all of the following conditions have

been fulfilled:
(1) the applicant has complied with AS 06.55.102, 06.55.104, and

06.55.107; and

(2) the financial condition and responsibility, financial and business
experience, character, and general fitness of the applicant, and the competence,
experience, character, and general fitness of the executive officers, managers,
directors, and persons in control of the applicant indicate that it is in the interest of the

public to permit the applicant to engage in money transmission;

(b) When an application for an original money transmission license urder

CSHB 227( ) 6-
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AS 06.55.102 is complete, the department shall promptly notify the applicant in a
record of the date on which the application was determined to be complete, and
(1) the department shall approve or deny the application within 120

days after that date; or
(2) if the application is not approved or denied within 120 days after

that date,
(A) the application is approved; and

(B) the money transmission license takes effect as of the first

business day after expiration of the 120-day period.
(c) The department may for good cause extend the application period.

(d) An applicant whose application under AS 06.55.102 is denied by the
depaitment under AS 06.55.101 - 06.55.107 may appeal, within 30 days after receipt

of the notice of the denial, and request a hearing.

(e) In this section, "money transmission license" does not include an approval
under AS 06.55.103.

Set. 06.55.106. Renewal of license, (a) A money transmission licensee shall
pay an annual renewal fee not later than 30 days before the anniversary of the issuance

of the money transmission license or, if the last day is not a business day, on the next

business day.
(b) A money transmission licensee shall submit a renewal report with the

renewal fee, in a form and in a medium prescribed by the department. The renewal

report must state or contain

(1) a copy of the money transmission licensee's most recent audited
annual financial statement or, if the money transmission licensee is a wholly owned
subsidiary of another corporation, the most recent audited consolidated annual
financial statement of the parent corporation or the money transmission licensee's

most recent audited consolidated annual financial statement;

(2) the number and monetary amount of payment instruments and
stored value sold by the money transmission licensee in this state that have not been

included in a renewal report, and the monetary amount of payment instruments and

stored value currently outstanding;

- CSIB 227( )
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(3) a description of each material change in information submitted by
the money transmission licensee in its original license application that has not been

reported to the department on any required report;
(4) a list of ihe money transmission licensee's permissible investments

and a certification that the money transmission licensee continues to maintain

permissible investments according to the requirements set out in AS 06.55.501 and

06.55.502;
(5) proof that the money transmission licensee continues to maintain

adequate security as required by AS 06.55.104; and
(6) a list of the locations in this state where the money transmission

licensee or an authorized delegate of the money transmission licensee engages in

money transmission or provides other money services.

(©) If a money transmission licensee does not file a renewal report or pay its

renewal fee by the renewal date or any extension of time granted by the department,
the department shall send the money transmission licensee a notice of suspension.
Unless the money transmission licensee files the report and pays the renewal fee
before expiration of 10 days after the notice is sent, the money transmission licensee’
license is suspended 10 days after the department sends the notice of suspension. The
suspension shall be lifted if, within 20 days after its money transmission license is
suspended, the money transmission licensee

(1) files the report and pay: the renewal fee; and

(2) pays a late fee for each day after suspension that the department did
not receive the renewal report and the renewal fee.
(d) The department for good cause may grant an extension of the renewal date.
Sec. 06.55.107. Net worth. A money transmission licensee shall maintain a net
worth of at least $25,000 determined under generally accepted accounting principles.
Article 2. Currency Exchange Licenses.
Sec. 06.55.201. License required, (a) A person may not engage in currency
exchange or advertise, solicit, or hold the person out as providing currency exchange

for which the person receives revenues equal or greater than five percent of total

revenues unless the person

-8-
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(1) holds a currency exchange license;

(2) holds a money transmission license; or

(3) is an authorized delegate of a person who holds a money
transmission license.

(b) Acurrency exchange license is not transferable or assignable.

Sec. 06.55.202. Application for license, (a) A person applying for a currency
exchange license under AS 06.55.201 - 06.55.204 shall apply in a form and in a
medium prescribed by the department. The application must state or contain

(1) the legal name and residential and business addresses of the
applicant if the applicant is an individual or, if the applicant is not an individual, the
name of each partner, executive officer, manager, and director;

(2) the location of the principal office of the applicant;

(3) the complete addresses of other locations in this state where the
applicant proposes to engage in currency exchange, including all mobile locations;

(4) a description of the source of money and credit to be used by the
applicant to engage in currency exchange; and

(5) other information the department reasonably requires with respect j
to the applicant, but not more than the department may require under AS 06.55.101 -
06.55.107.

(b) A nonrefundable application fee and a currency exchange license fee must
accompany an application for a currency exchange license. The currency exchange
license fee shall be refunded if the application is denied.

Sec. 06.55.203. Issuance of license, (a) When an application for a currency
exchange license is filed under AS 06.55.201 - 06.55.204, the department shall
investigate the applicant’s financial condition and responsibility, financial and business
experience, character, and general fitness. The department may conduct an on-site
investigation of the applicant, the reasonable cost of which t *applicant shall pay. The
department shall issue a currency exchange license to an applicant under AS 06.55.201
- 06.55.204 if the department finds t' at all of the following conditions have been

fulfilled:
(1) the applicant has complied with AS 06.55.202; and

4 CSHB 227( )
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(2) the financial condition and responsibility, financial and busines

experience, character, and general fitness of the applicant, and the competence,

experience, character, and general fitness of the executive officers, managers,

directors, and persons in control of the applicant indicate that it is in the interest of the

public to permit the applicant to engage in currency exchange.

(b) When an application for an original currency exchange license under
AS 06.55.201 - 06.55.204 is complete, the department shall promptly notify the

applicant in a record of the date on which the application was determined to he

complete, and
(1) the department shall approve or deny the application within 120

days after that date; or
(2) if the application is not approved or denied within 120 days after

that date,
(A) the application is approved; and

(B) the department shall issue the currency exchange license
under AS 06.55.201 - 06.55.204 to take effect as of the first business day after
expiration of the period.

(c) The department may for good cause extend the application period.

(d) An applicant whose application is denied by the department under
AS 06.55.201 - 06.55.204 may appeal, within 30 days after receipt of the notice of the
denial, from the denial and request a hearing.

Sec. 06.55.204. Renewal of license, (a) A currency exchange licensee shall
pay a biennial renewal fee not later than 30 days before each biennial anniversary of

the issuance of the currency exchange license or, if the last day is not a business day,

on the next business day.
(b) A currency exchange licensee under AS 06.55.201 - 06.55.204 shall submit

a renewal report with the renewal fee, in a form and in a medium prescribed by the

department. The renewal report must state or contain
(1) a description of each material change in information submitted by

the currency exchange li.ensee in its original currency exchange license application

that has not been reported to the department on any required report; and

-10-
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(2) a list of the locations in this state where the currency exchang
licensee or an authorized delegate of the currency exchange licensee engages in
currency exchange, including mobile locations.

(c) If acurrency exchange licensee does not file a renewal report an Day its
renewal fee by the renewal date or any extension of time granted by the department,
the department shall send the currency exchange licensee a notice of suspension.
Unless the currency exchange licensee files the report and pays the renewal fee before
expiration of 10 days after the notice is sent, the currency exchange license is
suspended 10 days after the department sends the notice of suspension.

(d) The department for good cause may grant an extension of the renewal date.

Article 3. Authorized Delegates.

Sec. 06.55.301. Relationship between licensee and authorized delegate, (a)
A contract between a money services licensee and an authorized delegate must require
the authorized delegate to operate in full compliance with this chapter. The money
services licensee shall furnish in a record to each authorized delegate policies and
procedures sufficient for compliance with this chapter.

(b) An authorized delegate shall remit all money owing to the money services
licensee under the terms of the contract between the money services licensee and the
authorized delegate. In this subsection, "remit" means to make direct payments of
money to a money services licensee or its representative authorized to receive money
or to deposit money in a bank in an account specified by the money services licensee.

(c) If a money services license is suspended or revoked or a money services
licensee does not renew its money services license, the department shall notify all
authorized delegates of the money services licensee whose names are in a record filed
with the department of the suspension, revocation, or nonrencwal. After notice is sent
or publication is made, an authorized delegate shall immediately cease to provide
money services as an authorized delegate of the money services licensee.

(d) An authorized delegate may not provide money services outside the scope
of activity permissible under the contract between the authorized delegate and the
money services licensee, except activity in which the authorized delegate is authorized

to engage under AS 06.55.101 - 06.55.204. An authorized delegate of a money

-11- CSIIB 227( )
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services licensee holds in trus, for the benefit of the money services licensee all money

net of fees received from money transmission.

(e) An authorized delegate may not use a subdelegate to conduct money
services on behalf of a money services licensee.

Sec. 06.55.302. Unauthorized activities. A person may not act as an
authorized delegate for, or otherwise provide money services on behalf of, a person
who does not hold a money services license under this chapter.

Article 4. Examinations, Reports, Records.

Sec. 06.55.401. Authority to conduct examinations, (a) The department may
conduct an annual examination of a money services licensee or of any of its authorized
delegates upon 45 days' notice in a record to the money services licensee.

(b) The department may examine a money services licensee or its authorized
delegate, at any time, without notice, if the department has reason to believe that the
money services licensee or authorized delegate is engaging in an unsafe or unsound
practice or has violated or is violating this chapter or a regulation adopted or an order
issued under this chapter.

(c) If the department concludes that an on-site examination is necessary under

(a) of this section, the money services licensee shall pay the reasonable cost of the

,’Xamination.
(d) Information obtained during an examination under this chapter may be

disclosed only as provided in AS 06.55.407.

Sec. 06.55.402. Cooperation. The department may consult and cooperate with
other state money services regulators in enforcing and administering this chapter. The
department and other state money service regulators may jointly pursue examinations
and take other official action that they are otherwise empowered to take.

Sec. 06.55.403. Reports, (a) A money services licensee shall file with the
department within 15 business days any material changes in information provided in a

money services licensee's application as prescribed by the department.

(b) A money services licensee shall file with the department within 45 days
after the end of each fiscal quarter a current list of all authorized delegates and

locations in this state where the money services licensee or an authorized delegate of
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the money services licensee provides money services, including mobile locations. The
money services licensee shall state the name and street address of each location and
authorized delegate.

(©) A money serves licensee shall file a report with the department within
one business day after the money services licensee has reason to know of the
occurrence of any of the following events:

(1) the filing of a petition by or against l.,e money services licensee
under 11 U.S.C. 101 - 110 (Bankruptcy Code) for bankruptcy or reorganization;

(2) the filing of a petition by or against the money services licensee for
receivership, the commencement of any other judicial or administrative proceeding for
its dissolution or reorganization, or the making of a general assignment for the benefit
of its creditors;

(3) the commencement of a proceeding to revoke or suspend its money
services license in a state or country in which the money services licensee engages in

business or is licensed;
(4) the cancellation or other impairment of the money services

licensee's bond or other security;
(5) a charge against or conviction of the money services licensee or of
an executive officer, manager, diroctor, or person in control of the money services

licensee for a felony; or

(6) a charge against or conviction of an authorized delegate for a
felony.
Sec. 06.55.404. Change of control, (a) A money services licensee shall
(1) give the department notice in a record of a proposed change of
control within 15 days after learning of the proposed change of control;
(2) request approval of the acquisition; and
(3) submit a nonrefundable fee with the notice.
(b) After review of a request for approval under (a) of this section, the
department may require the money services licensee to provide additional information
concerning the proposed persons in control of the money services licensee. The

additional information must be limited to the same types required of the money
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services licensee or persons in control of the money services licensee as part of its

original money services license or renewal application.

(c) The department shall approve a request for change of control under (a) of
this section if, after investigation, the department determines that the person or group
of persons requesting approval has the competence, experience, character, and general
fitness to operate the money services licensee or person in control of the money
services licensee in a lawful and proper manner and that the public interest will not be
jeopardized by the change of control.

(d) When an application for a change of control under AS 06.55.401 -
06.55.407 is complete, the department shall notify the money services licensee in a

record of the date on which the request was determined to be complete, and

(1) the department shall approve or deny the request within 120 days

after that date; or
(2) if the request is not approved or denied within 120 days after that

date,
(A) the request is approved; and

(B) the department shall permit the change of control under this
section, to take effect as of the first business day after expiration of the period.
(e) The department, by regulation or order, may exempt a person from any of
the requirements of (a)(2) and (3) of this section if it is in the public interest io exempt

the person.
(0  The provisions of (a) of this section do not apply to a public offering of

securities.

(g) Before filing a request for approval to acquire control of a money services
licensee or person in control of a money serv ces licensee, a person may request in a
record a determination from the department as to whether the person would be
considered a person in control of a money services licensee upon consummation of a
proposed transaction. If the department determines that the person would not be a
person in control of a money services licensee, the department shall enter an order to

that effect, and the proposed person and transaction are not subject to the requirements

of (a) - (c) of this section.
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Sec. 06.55.405. Records, (a) A money services licensee shall maintain the
following records for determining its compliance with this chapter for at least three

years:
(1) a record of each payment instrument or stored-value obligation

sold;
(2) a general ledger posted at least monthly containing all asset,

liability, capital, income, and expense accounts;
(3) bank statements and bank reconciliation records;
(4) records of outstanding payment instruments and stored-value

obligations;
(5) records of each payment instrument and stored-value obligation

paid within the three-year period;
(6) a list of the last known names and addresses of all of the money

services licensee's authorized delegates; and
(7) any other records the department reasonably requires by regulation.
(b) The items specified in (a) of this section may be maintained in any form of

record.
(c) Records may be maintained outside this state if they are made accessible to

the department on seven business days' notice that is sent in a record.

(d) All records maintained by the money services licensee as required in (a) -
(c) of this section are open to inspection by the department under AS 06.55.401.

Sec. 06.55.406. Money laundering reports, (a) A money services licensee and
an authorized delegate shall file with the attorney general all reports required by
federal currency reporting, record keeping, and suspicious transaction reporting
requirements as set out in 31 U.S.C. 5311, 31 C.F.R. 103, and other federal and state
laws pertaining to money laundering.

(b) The timely filing of a complete and accurate report required under (a) of
this section with the appropriate federal agency is compliance with the requirements of
(a) of this section, unless the department notifies the money services licensee that the

attorney general has notified the department that reports of this type are not being

regularly and comprehensively transmitted by the federal agency to the attorney

-15- CSHB 227( )
New Text Underlined IDELETED TEXT BRACKETED]



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT

WORK DRAFT 25-1 SOS 14\C

general.
Sec. 06.55.407. Confidentiality, (a) Except as otherwise provided in (b) of this

section, all information or reports obtained by the department from an applicant, a
licensee, or an authorized delegate are confidential and not subject to disclosure under
AS 40.25.100 - 40.25.220, including

(1) all information contained in or related to examination,

investigation, operating, or condition reports prepared by, on behalf of, or for the use

of the department; and
(2) financial statements, balance sheets, and authorized delegate
information.

(b) The department may disclose information that is not otherwise subject to
disclosure under (a) of this section to representatives of state or federal agencies who
promise in a record that they will maintain the confidentiality of the information or if
the department finds that the release is reasonably necessary for the protection of the
public and in the interests of justice, and the money services licensee has been given
previous notice by the department of its intent to release the information.

(c) This section does not prohibit the department from disclosing to the public
a list of money services licensees or the aggregated financial data concerning those
money services licensees.

Article 5. Permissible Investments.

Sec. 06.55.501. Maintenance of permissible investments, (a) A money
services licensee shall maintain at all times permissible investments that have a market
value computed under generally accepted accounting principles of not less than the
aggregate amount of all of its outstanding payment instruments and stored value
obligations issued or sold in all states and money transmitted from all states by the
money services licensee.

(b) The department, with respect to any money services licensees, may limit
the extent to which a type of investment within a class of permissible investments may
be considered a permissible investment, except for money and certificates of deposit
issued by a bank. The department by regulation may presciibe or by order allow other

types of investments that the department determines to have a safety substantially
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equivalent to other permissible investments.

(©) Permissible investments, even if commingled with other assets of the
money services licensee, are held in trust for the benefit of the purchasers and holders
of the money services licensee's outstanding payment instruments and stored value
obligations in the event of bankruptcy or receivership of the money services licensee.

Sec. 06.55.502. Types of permissible investments, (a) Except to the extent

otherwise limited by the department under AS 06.55.501, the following investments

are permissible under AS 06.55.501:

(1) cash, a certificate of deposit, or a senior debt obligation of an
insured depository institution; in this paragraph, "insured depository institution" has
the meaning given in 12 U.S.C. 1813 (Federal Deposit Insurance Act):

(2) banker's acceptance cr bill of exchange that is eligible for purchase
on endorsement by a member bank of the Federal Reserve System and is eligible for

purchase by a Federal Reserve Bank;

(3) an investment bearing a rating ol one of the three highest grades as
defined by a nationally recognized organization that rates securities;

(4) an investment security that is an obligation of the United States or a
department, agency, or instrumentality of the United States, an investment in an
obligation that is guaranteed fully as to principal and interest by the United States, or
an investment in an obligation of a state or a governmental subdivision, agency, or
inrtrumentality of a state;

(5) receivables that are payable to a money services licensee from its
authorized delegates, in the ordinary course of business, under contracts that arc not
past due or doubtful 'of collection if the aggregate amount of receivables under this
paragraph does not exceed 20 percent of the total permissible investments of a money
services licensee and the money services licensee does not hold at one time

receivables under this paragraph in any one person aggregating more than 10 percent

of the money services licensee's total permissible investments; and

(6) a share or a certificate issued by an open-end management
investment company that is registered with the United States Securities and Exchange

Commission under 15 U.S.C. 80a-1- 80a-64 (Investment Company Act of 1940), and
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whose portfolio is restricted by the management company's investment policy to

investments specified in (1) - (4) of this subsection.

(b) The following investments are permissible under AS 06.55.501, but only

to the extent specified:

(1) an interest-bearing bill, note, bond, or debenture of a person whose
equity shares are traded on a national securities exchange or on a national over-the-
counter market, if the aggregate of investments under this paragraph does not exceed
20 percent of the total permissible investments of a money services licensee and the
money services licenpee does not at one time hold investments under this paragraph in

any one person aggregating more than 10 percent of the money services licensee's

total permissible investments;
(2) a share of a person traded or. a national securities exchange or a

national over-the-counter market or a share or a certificate issued by an open-end
management investment company that is registered with the United States Securities
and Exchange Commission under 15 U.S.C. 80a-1- 80a-64 (Investment Company Act
of 1940). and whose portfolio is restricted by the management company’s investment
pohcy to shares of a person traded on a national securities exchange or a national over-
the-counter market, if the aggregate of investments under this paragraph does not
exceed 20 percent of the total permissible investments of a money services licensee
and the money services licensee does not at one time hold investments in any one
person aggregating more than 10 percent of the money services licensee's total
permissible investments;

(3) a demand-borrowing agreement made to a corporation or a
subsidiary of a corporation whose securities are traded on a national securities
exchange, if the aggregate of the amount of principal and interest outstanding under
demand-borrowing agreements under this paragraph does not exceed 20 percent of the
total permissible investments of a money services licensee and the money services
licensee does not at one time hold principal and interest outstanding under demand-
borrowing agreements under this paragraph with any one person aggregating more
than 10 percent of the money services licensee's total permissible investments: and

(4) any other investment the department designates, to the extent

227( ) 18-
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specified by the department.

(©) The aggregate of investments under (b) of this section may not exceed 50

percent of the total p.'r nissible investments of a money services licensee calculated
under AS 06.55.501.
Article 6. Enforcement.
Sec. 06.55.601. Suspension and revocation; receivership, (a) The
department may suspend or revoke a money services license, place a mcney services
licensee in receivership, or order a money services licensee to revoke the designation

of an authorized delegate if

(1) the money services licensee violates this chapter or a regulation

adopted or an order issued under this chapter;

(2) the money services licensee does not cooperate with an

examination or investigation by the department;

(3) the money services licensee engages in fraud, intentional
misrepresentation, or gross negligence;

(4) an authorized delegate is convicted of a violation of a state or
federal anti-money laundering statute, or violates a regulation adopted or an order

issued under this chapter, as t result of the money services licensees wilful

misconduct or wilful blindness;

(5) the competence, experience, character, or general fitness of the
money services licensee, authorized delegate, person in control of a money services
licensee, or responsible person of the money services licensee or authorized delegate

indicates that it is not in the public interest to permit the person to provide money

services;
(6) the money services licensee engages in an unsafe or unsound

practice;

(7) the money services licensee is insolvent, suspends payment of its
obligations, or makes a general assignment for the benefit of its creditors; or

(8) the money services licensee does not remove an authorized
delegate after the department issues and serves upon the money services licensee a

final order including a finding that the authorized delegate has violated this chapter.
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(b) In determining whether a money services licensee is engaging in an unsal
or unsound practice, the department may consider the size and condition of the mone
services licensee's money transmission, the magnitude of the loss, the gravity of th
violation of this chapter, and the previous conduct of the person involved.

Sec. 06.55.602. Suspension and revocation of authorized delegates, (a) Th
department may issue an order suspending or revoking the designation of a

authorized delegate if the department finds that

(1) the authorized delegate violated this chapter or a regulation adoptei

or an order issued under this chapter;

(2) the authorized delegate did not cooperate with an examination o

investigation by the department;
(3) the authorized delegate engaged in fraud, intentional

misrepresentation, or gross negligence;

(4) the authorized delegate is convicted of a violation of a state or

federal anti-money laundering statute;

(5) the competence, experience, character, or general fitness of the
authorized delegate or a person in control of the authorized delegate indicates that it is
not in the public interest to permit the authorized delegate to provide money services;

or
(6) the authorized delegate is engaging in an unsafe or unsound

practice.

(b) In determining whether an authorized delegate is engaging in an unsafe or

unsound practice, the department may consider the size and condition of the

authorized delegate's provision of money services, the magnitude of the loss, the
gravity of the violation of this chapter or a regulation adopted or order issued under
this chapter, and the previous conduct of the authorized delegate.

Sec. 06.55.603. Orders to cease and desist, (a) If the dcpailment determines
that a violation of this chapter or of a regulation adopted or an order issued under this

chapter by a money services licensee or authorized delegate is likely to cause

immediate and irreparable harm to the money services licensee, its customers, or the

public as a result of the violation, or cause insolvency or significant dissipation of

CSHB 227( ) -20-
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assets of the money services licensee, the department may issue an order requiring the
money services licensee or authorized delegate to cease and desist from the violation.
The order becomes effective on service of it on the money services licensee or
authorized delegate.

(b) The department may issue an order against a money services licensee to
cease and desist from providing money services through an authorized delegate who is
the subject of a separate order by the department.

(c) An order to cease and desist remains effective and enforceable pending the
completion of an administrative proceeding under AS 06.55.601 or 06.55.602.

(d) A money services licensee or an authorized delegate who is served with an
order to cease and desist may petition the superior court for a judicial order setting
aside, limiting, or suspending the enforcement, operation, or effectiveness of the order
pending the completion of an administrative proceeding under AS 06.55.601 or
06.55.602.

(e) An order to cease and desist expires unless the department commences an
administrative proceeding under AS 06.55.601 or 06.55.602 within 10 days after it is
issued.

Sec. 06.55.604. Consent orders. The department may enter into a consent
order at any time with a person to resolve a matter arising under this chapter or a
regulation adopted or order issued under this chapter. A consent order shall be signed
by the person to whom it is issued or by the person's authorized representative and
must indicate agreement with the terms contained in the order. A consent order may
provide that it does not constitute an admission by a person that this chapter or a
regulation adopted or an order issued under this chapter has been violated.

Sec. 06.55.605. Civil penalties. The department may assess a civil penalty
against a person who violates this chapter or a regulation adopted or an order issued
under this chapter in an amount not to exceed $1,000 each day for each day the
violation is outstanding.

Sec. 06.55.606. Criminal penalties, (a) A person who intentionally makes a
false statement, misrepresentation, or false certification in a record filed or required to

be maintained under this chapter or who intentionally makes a false entry or omits a
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material entry in a record filed or required to be maintained under this chapter is guilty
of a class C felony.

(b) A person who knowingly engages in an activity for which a money
services license is required under this chapter without being licensed as a money
services licensee and who receives more than $500 in compensation within a 30-day
period from this activity is guilty of a class C felony.

(c) A person who knowingly engages in an activity for which a money
services license is required under this chapter without being licensed as a money
services licensee and who receives no more than $500 in compensation within a 30-
day period from this activity is guilty of a class A misdemeanor.

Sec. 06.55.607. Unlicensed persons, fa) If the department has reason to
believe that a person has violated or is violating AS 06.55.101 or 06.55.201, the
department may issue an order to show cause why an order to cease and desist should
not issue requiring that the person ce ise and desist from the violation of AS 06.55.101

or 06.55.201.
(b) In an emergency, the department may petition the superior court for the

issuance of a temporary restraining order.

(c) An order to cease and desist becomes effective upon service of it upon the

person.
(d) An order to cease and desist remains effective and enforceable pending the
completion ol an administrative proceeding under AS 06.55.701 and 06.55.702.
fe) A person who is served with an order to cease and desist for violating
AS 06.55.101 or 06.55.201 may petition the superior court for a judicial order setting
aside, limiting, or suspending the enforcement, operation, or effectiveness of the order

pending the completion of an administrative proceeding under AS 06.55.701 and

06.55.702.

(f) An order to cease and desist expires unless the department commences an

administrative proceeding within 10 days after it is issued.
Article 7. Administrative Procedures.
Sec. 06.55.701. Administrative proceedings. All administrative proceedings

under this chapter shall be conducted under AS 44.62 (Administrative Procedure Act),
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except that hearings shall be conducted by the office of administrative hearings
(AS 44.64.010).

Sec. 06.55.702. Hearings, (a) Except as otherwise provided in AS 06.55.603
and 06.55.607 and in (b) of this section, the department may not suspend or revoke a
money services license, place a money services licensee in receivership, issue an order
to cease and desist, suspend or revoke the designation of an authorized delegate, or
assess a civil penalty without notice and an opportunity to be heard. The department
shall also hold a hearing when requested to hold a hearing by an applicant whose
application for a money services license is denied.

(b) Under AS 06.55.106(c) and 06.55.204(c), the department may suspend a
money services license without a hearing unless the money services licensee requests
a hearing.

Sec. 06.55.703. Investigative powers, (a) In its investigations under this
chapter, the department may administer oaths or affirmations and. on its own motion
or on the request of a party to a proceeding, may subpoena witnesses, compel the
attendance of witnesses, take evidence, and require the production of material that is
relevant to the investigation, including the existence, description, nature, custody,
condition, and location of books, documents, and other tangible items, and the identity
and location of persons having knowledge of relevant facts or other material
reasonably calculated to lead to the discovery of admissible evidence.

(©) If a person fails without a iawful excuse to obey a subpoena, and after
reasonable notice to all persons affected by the failure, the department may apply to
the superior court for an order compelling the person to obey the subpoena.

Article 8. Miscellaneous Provisions.

Sec. 06.55.801. Uniformity of application and construction. In applying and
construing this chapter, consideration shall be given to the need to promote uniformity
of the law with respect to its subject matter among states that enact it.

Sec. 06.55,802. Exclusions. This chapter does not apply to

(1) the United States or a department, an agency, or an instrumentality

of the United States;
(2) money transmission by the United States Postal Service or by a
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contractor on behalf of the United States Postal Service;

(3) a state, a municipality, a county, or another governmental agency

or governmental subdivision of a state

(4) a bank, a bank holding company, an office of an intemauonal

banking corporation, a branch of a foreign bank, a corporation organized under 12

U.S.C. 1861 - 1867 (I .k Service Company Act), or a corporation organized under 12
U.S.C 611 - 633 (Edge Act) under the laws of a state or the United States, if it does
not issue, sell, or provide payment instruments or stored value through an authorized

delegate who is not a bank, a bank holding company, an office of an international

banking corporation, a branch of a foreign bank, a corporation organized under 12

U.S.C. 1861 - 1867 (Bank Service Company Act), or a corporation organized under 12
U.S.C. 611 - 633 (Edge Act) under the laws of a state or the United States;

(5) electronic funds transfer of governmental benefits for a federal,

state, or municipal agency or a state political subdivision by a contractor on behalf of

(A) the United States or a department, an agency, or an

instrumentality of the United States; or

(B) a .tate, or a department, an agency, or an instrumentality of

a state;
(6) a board of trade or a person who, in the ordinary course of

business, provides clearance and settlement services for a board of trade, to the extent

of the operation of the person for a board of trade; in this paragraph, "boardof trade"

means a board of trade designated as a contract market under 7 U.S.C. 1 - 27f

(Commodity Exchange Act);
(7) a registered futures commission merchant under the federal

commodities laws, to the extent of the merchant's operation as a registered futures

commission merchant under the federal commodities laws;

(8) a person who provides clearance or settlement services under a
registration as a clearing agency or an exemption from the registration granted under
the federal securities laws, to the extent of the person's operation as a provider of
clearance or sett'ement services under a registration as a clearing agency or an

exemption from the registration granted under the federal securities laws;
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(9) an operator of a payment system to the extentthat the operator
provides processing, clearing, or settlement services, between or among persons
excluded by this section, in connection with wire transfers, credit card transactions,

debit card transactions, stored-value transactions, automated clearing house transfers,

or similar funds transfers; or
(10) a person registered as a securities broker-dealer under federal or

state securities laws, to the extent of the person's operation as a securities broker-
dealer under federal or state securities laws.
Sec. 06.55.810. Notices required, (a) A money services licensee shall display
a sign at each locat;on where the money services licensee
(1) provides money services under this chapter; and
(2) has not designated an authorized delegate toprovide money
services on behalf of the money services licensee at the location.
(b) An authorized delegate shall display a sign at each location where the

authorized delegate provides money services under this chapter.

(c) The sign required by (a) or (b) of this section shall be displayed at all times
in full view of persons visiting the location and shall give the department's address and

the department's telephone number for receiving calls regarding complaints and other

concerns about money services licensees, authorized delegates, and the money

services provided by money services licensees and authorized delegates.

Sec. 06.55.820. Transmission. Within 10 business days after receiving the
money or equivalent value for money transmission, unless otherwise ordered by the
customer or unless the money transmission licensee has reason to believe a crime has

occurred, is occurring, or may occur as a result of the money transmission, a money

transmission licensee shall
(1) transmit after the deduction of fees the monetary equivalent of all

money or equivalent value received for the money transmission; or

(2) issue instructions making the money or its monetary equivalent

available to the person designated by the customer.

Sec. 06.55.830. Receipt, (a) A money transmission licensee who receives

money or equivalent value for a money transmission shall provide a receipt to the
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customer that clearly states the amount of the money or the equivalent value presented

by the customer for the money transmission and the total fees charged by the money

transmission licensee.
(b) If a money transmission licensee fixes, when the money transmission is

initiated, the rate of exchange for a money transmission to be paid in the currency of
another government, the receipt provided by (a) of this section must disclose the rate

of exchange for the transaction and any limit on the length of time that the payment

will be made at that fixed rate of exchange.

(c) If a money transmission licensee does not fix the rate of exchange for a
money transmission to be paid in the currency of another government, the receipt
provided under (a) of this section must disclose that the rate of exchange for the
money transmission will be set when the person designated by the customer to receive
the money takes possession of the money.

Sec. 06.55.840. Refunds. Within 10 days after receiving a written request for a
refund, a money transmission licensee shall refund to a cusl mer money equal to the
money or equivalent value received from the customer for a money transmission,
unless

(1) before receiving the written request

(A) the money has been transmitted to the person designated by
the customer to receive the money transmission and the person has taken
possession of the money; in this section, "transmitted” means made available
to the person designated by the customer to receive the money, whether or not

the person designated by the customei has taken possession of the money; or

(B) instructions have been given making a monetary equivalent

available to the person designated by the customer to receive the money

transmission;
(2) the money transmission licensee has reason to believe that a crime

has occurred, is occurring, or may occur as a result of transmitting or refunding the

money as requested by the customer; or
(3) the money transmission licensee is otherwise prohibited by law

from making a refund.
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Sec. 06.55.850. Establishment of fees and other charges, (a) The department
shall adopt regulations that establish the amount and manner of payment of fees
required under this chapter.

(b) The department shall establish fee levels under (a) of this section so that
the total amount of fees collected for both money transmission licenses and currency
exchange licenses under this chapter approximately equals the department's actual
total regulatory costs for both money transmission licenses and currency exchange
licenses. The department shall set the fee levels so that the fee levels for both money
transmission licenses and currency exchange licenses are the same.

(c) The department shall annually review each fee level to determine whether
the regulatory costs are approximately equal to fee collections. If the review indicates
that fee collections and regulatory costs are not approximately equal, the department
shall calculate fee adjustments and adopt regulations under (a) of this section to
implement the adjustments.

(d) In January of each year, the department shall report to the office of

management and budget all fee levels and revisions made for the previous year under

this section.
(e) In this section,

(1) "fee"™ means an application fee, a money services license fee, a
first-year operation fee under AS 06.55.103(a)(2)(C), a renewal fee, the daily late fee
for not submitting a renewal report and paying the renewal fee under AS 06.55.1C6,
investigation costs under AS 06.55.105 and 06.55.203, an examination cost under
AS 06.55.401. and a fee for approving a change of control under AS 06.55.404;

(2) "regulatory costs" means the costs of the department that are
attributable to regulation of money services licensing under this chapter.

Sec. 06.55.890. Definitions. In AS 06.55.820 - 06.55.840,
(1) "fees" does not include revenue that a money services licensee

generates from a money transmission when converting the currency of one

government into the currency of another government;

(2) "monetary equivalent" means, for money transmissions that will be

redeemed in a currency other than the currency ihat the customer uses to purchase the
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money transmission, the amount of money in the currency of the government that the
recipient of the money transmission is to receive, as converted at the retail exchange

rate offered by the money transmission licensee to the customer for the money

transmission.
(2) "money transmission licensee" means a person who holds a money

services license and a person who is an authorized delegate.
Article 9. General Provisions.

Sec. 06.55.990. Definitions. In this chapter, unless the context indicates

otherwise,
(1) “authorized delegate” means a person whom a money services

licensee designates to provide money services on behalf of the money services

licensee;
(2) "bank™ means an institution organized under federal or state law

that accepts demand deposits or deposits that the depositor may use for payment to
third parties and engages in the business of making commercial loans;

(3) "control" means

(A) the ownership of, or the power to vote, directly or
indirectly, at least 25 percent of a class of voting securities or voting interests

of a money services licensee or person in control of a money services licensee;

tB) the power to elect a majority of executive officers,
managers, directors, trustees, or other persons exercising managerial authority

of a money services licensee or person in control of a money services licensee;

or
(©) the power to exercise directly or indirectly, a controlling

influence over the management or policies of a money services licensee or

person in control of a m .iey services licensee;

(4) "curr.ncy exchange" means receipt of i.venues from the exchange

of money of one government for money of another government;

(5) "currency exchange license™ means a license under AS 06.55.201 -

06.55.204;
(6) "currency exchange licensee" means a person who holds a currency

-28-
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exchange license;
(7) "department” means the Department of Commerce, Community,

and Economic Development;

(8) "executive officer" means a president, a chair of the executive
committee, a chief financial officer, a responsible individual, or another individual
who performs similar functions; in this paragraph, "responsible individual™ means an
individual who is employed by a money services licensee and has principal managerial

authority over the provision of money services by the money services licensee in this

state;
(9) "mobile location" means a vehicle or a movable facility where

currency exchange occurs;
(10) "monetary value" means a medium of exchange, whether or not

redeemable in money;
(11) "money" means a medium of exchange that is authorized or

adopted by the United States or a foreign government, including a monetary unit of

account established by an intergovernmental organization or by agreement between

two or more governments;
(12) "money  services"means money transmission or currency

exchange;
(13) "money services license"™ means a currency exchange license or a

money transmission license;
(14) "money services licensee" means a person who holds a currency

exchange license or a money transmission license;

(15) "money transmission” means selling or issuing payment
instruments or stored value, or receiving money or monetary value for transmission,
but docs not include the provision solely of delivery, online services,

telecommunications services, or network access,

(16) "money transmission license” means a license under

AS 06.55.101 - 06.55.107 or an approval under AS 06.55.103;

(17) "money transmission licensee” means a person who holds a

money transmission license;
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(18) "outstanding" with respect to a payment instrument, means issued
or sold by or for the money services licensee and reported as sold but not yet paid by
or for the licensee;

(19) "payment instrument" means a check, a draft, a money order, a
traveler's check, or another instrument for the transmission or payment of money or
monetary value, whether or not negotiable, but does not include a credit card voucher,
a letter of credit, or an instalment that is redeemable by the issuer in goods or services;

(20) "person" means an individual, a corporation, a business trust, an
estate, a trust, a partnership, a limited liability company, an association, a joint
venture, a government, a governmental subdivision, an agency, or an instrumentality, a
public corporation, or any other legal or commercial entity;

(21) "record" means information that is inscribed on a tangible
medium or that is stored in an electronic or other medium and isretrievable in
perceivable form;

(22) ‘"state" means a state of the United States, the District of
Columbia, Puerto Rico, the United States Virgin Islands, or aterritory orinsular

possession subject to the jurisdiction of the United States;

(23) "“stored value" means monetary value that is evidenced by an

electronic record;

(24) "unsafe or unsound practice” means a practice or conduct by a
money transmission licensee or an authorized delegate of the money transmission
licensee if the practice creates the likelihood of material loss, insolvency, or
dissipation of the money transmission licensee's assets, or otherwise materially
prejudices the interests of the money transmission licensee's customers.

Sec. 06.55.995. Short title. This chapter may be cited as the Alaska Uniform

Money Services Act.
* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new' section to

read:
APPLICABILITY. This Act applies to the provision of money services on or after

July 1.2008.
* Sec. 3. The uncodified law of the State of Alaska is amended by adding a new' section to
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read:
TRANSITION: REGULATIONS. The Department of Commerce, Community, and

Economic Development may proceed to adopt regulations necessary to implement the

changes made by this Act. The regulations take effect under AS 44.62 (Administrative

Procedure Act), but not before July |, 2008.
* Sec. 4. Section 3 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. b. Except as provided in sec. 4 of this Act, this Act takes effect July 1, 2008.
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Representative Beth Kerttula

House Minority Leader

MEMORANDUM
Anpril 5, 2007
To: Representative Kurt Olson, Chair
House Labor & Commerce Committee
From: Rep. Beth Kerttula

Re: HB 227, Uniform Money Services Act

| respectfully request a hearing on House Bill 227, implementing the Uniform Money
Services Act for Alaska.

Members of the money services industry asked me to introduce this bill, and I have
worked with representatives of businesses both large and small to prepare it. The bill
also enjoys support from regulators, consumer advocates, and the cruise ship industry.
I have attached letters of support that refer to the Senate companion measure, SB 116.

llook forward to discussing the bill with the committee.

If you have questions about scheduling this bill, please feel free to contact Aurora
Hauke in my office.

Alaska State Legislature District 3 -OJuneau
State Capitol «<«Juneau, Alaska 99801-1182 < (907) 465-4766 < Fax (907) 465-4718
E-mail: Rep.Beth.Kerttula@ legis.state.ak.us »www.kerttula.net


mailto:Rep.Beth.KerttuIa@legis.state.ak.us
http://www.kerttula.net

Representative Beth Kerttula

House Minority Leader

House Bill 227

Uniform Money Services Act

Sponsor Statement

House Bill 227 protects the public by strengthening the money services industry through
enhanced regulatory structure for money transmitters and currency exchangers. The
bill guarantees consumers certain information when they buy a money transfer, gives
them a place tomake complaints, and ensures money Alaskans send will be delivered if
amoney services business (MSB) gets into financial trouble.

HB 227 establishes a two-tiered system of licenses. A money transmitter license allows
a person to both transmit money and exchange currency. A currency exchange license
allows only currency exchange. License fees will cover the cost of regulation, and

investigations will be funded by the industry.

The federal government identified MrBs as susceptible to use for money laundering
and terrorist financing. The vast majority of MSBs are legitimate and work very hard to
prevent criminals from using their businesses. HB 227 was suggested by the industry
and is based on a model act by the National Conference of Commissioners on Uniform
State Laws. The industry believes this basic regulation hbill will prevent use of MSB
services for criminal activities and help law enforcement weed out the rare exception.

I respectfully ask for your support of House Bill 227.

Alaska State Legislature <A District 3 Juneau
State Capitol mJuneau, Alaska 99801-11S2 (907) 465-4766 <-Fax (907) 465-4748
E-mail: Rep.Beth.Kerttula@ legis.state.ak.us *www.kerttula.net


mailto:Rep.Beth.Kerttula@legis.state.ak.us
http://www.kerttula.net

Mrjor Changes in HB 227

Cleared up ambiguous language in the model act that could have been
interpreted as allowing money transmitters "approved’ to operate in
Alaska by virtue of licensure in another Uniform Act state (06.55.103) to
escape certain fees and reports by:

0 Making these transmitters licensees under the Alaska act

0 Subjecting them to the same fees as other licensees

0 Requiring the same renewal and ongoing reports as other licensees.

Ensures money transmitters licensed in Alaska by virtue of licensure in
another Uniform Act state (06.55.103) are entitled to a hearing if their
application for initial licensure in Alaska is denied.

Strengthened consumer protections by:

0 Requiring a notice posted at each location money services are
provided telling consumers where they can make complaints
(06.55.810)

0 Setting an upper limit on the time allowed for transmission of 10
days, unless tne consumer orders a faster service (06.55.820)

0 Guaranteeing the consumer a receipt listing all fees and the terms
of exchange, if a money transmission involves a foreign currency

(06.55.830)
0 Guaranteeing the consumer a refund if the money has not yet been

delivered. (06.55.840)



Representative Beth Kerttula

House Minority Leader

MEMORANDUM

April 5, 2007

To: Representative Kurt Olson, Chair
House Labor & Commerce Committee

From:  Representative Beth Kerttula

Re: Sectional Analysis, HB 227

Because HB 227 adds significant new sections to the Alaska statutes, this sectional
analysis differs from the traditional format In addition to discussing the bill by section,
it will briefly describe each new section of law created by Sec. 1

This sectional analysis describes the blank CS presented for the committee's
consideration.

HB 227 enacts the Uniform Money Services Act, drafted by the National Conference of
Commissioners on Uniform State Laws. While the NCCUSL model act also regulates

the business of check casing, HB 227 does not.

Sec. 1 of the bill creates a new Chapter 55 in Article six of the Alaska Statutes: the
Alaska Uniform Money Services Act:

Article One of the chapter regulates the practice of money transmission.

Section 10i of AS 06.55, requires any individual or business that provides money
transmission services to have a license. This license allows provision of both
money transmission and currency exchange. This license is not transferable.

Section 102 lays out the requirements to apply for a money transmitter license.
Alaska State Legislature »> District 3 Juneau

State Capitol smluneau, Alaska 99801-1182 « (907) 465-4766 <*Fax (90 71465-4748
E-mail: Rep.Beth.Kerttula@ legis.state.ak.us <@« www .kerttula.net
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Section 103 allows a money transmitter or currency exchanger licensed in
another state to hold a license in Alaska if the other state has enacted the
Uniform Money Services Act, or other licensing laws approved by the
department. These applicants must pay the appropriate fees. The section sets a
deadline for the department to make a decision, which can be extended for cause.
A money services business licensed under this section is subject to all the
reporting and compliance requirements of the Alaska act. An applicant under

this section may appeal a denial.

Section 104 lays out security requirements to protect the public from a money
transmitter bankruptcy. Tledepartment has the flexibility to accept certain
assets in lieu of a bond. A security pledged to meet this requirement will ensure
money orders or stored value obligations outstanding at the time of bankruptcy

are honored.

Section 105 requires the department to investigate an applicant for a money
transmission license. Itsets a deadline for the department to make a decision,
which can be extended for cause. The department may conduct an on-site
investigation at the applicant s cost. An applicant may appeal a denial. TZHis
section does not apply to an initial license application under section 103.

Section 106 requires a licensed money transmitter to submil an annual report
along with a license renewal fee. The section spells out the information required
in the report, and establishes late fees. The department may extend the renewal

date for good cause.

Section 107 requires a money transmitter to maintain a net worth of at least
$25,000.

Article Two of the chapter regulates the practice of currency exchange.

Section 201 requires any indiv’dual or business that provides currency exchange
services and is not licensed under article 1, or an authorized delegate of a
licensee, to have a cunency exchange license. These licenses are not transferable.
An exception is made if less than five percent of total revenues come from

currency exchange.

Section 202 lays out the requirements to apply for a currency exchange license.

Section 203 requires the department to investigate an applicant for a currency
exchange license. Itsets a deadline for the department to make a decision, which
can be extended for cause. The department may conduct an on-site investigation
at the applicant's cost. An applicant may appeal a denial.



Section 204 requires a licensed currency exchanger to submit a biennial report
along with a biennial license renewal fee. The section spells out the information
required in the report, and establishes late fees. The department may extend the

renewal date for good cause.
Article Three of the chapter governs authorized delegates.

Section 301 describes the relationship between a licensee and an authorized
delegate. The contract between licensee and authorized delegate must require the
authorized delegate to follow the laws governing money service businesses. An
authorized delegate rrust remit money to the licensee according to the contract.
An authorized delegate holds money in trust for the licensee. This section also
requires the department to notify an authorized delegate when the license under
which they operate issuspended, revoked, or not renewed. It prohibits an
authorized delegate from providing money services beyond what is permitted to
the licensee on whose behalf the authorized delegate operates unless the
authorized delegate holds its own money transmission license. It prohibits the

use of subdelegates.

Section 302 prohibits an authorized delegate from providing money services for
anyone not licensed under the act.

Article Fou»- of the chapter describes the department's investigation and
enforcement authority.

Section 401 establishes the notice the department must give a money services
licensee before an annual examination, and the circumstances under which the
department can examine a licensee without notice. A licensee bears the
reasonable cost of an examination. Information from examinatio , is

confidential.

Section 402 lets the department cooperate with other states' money services
regulators for joint investigations and enforcement activities.

Section 403 lays out when a licensee must make reports beyond the license
renewal report. These include quarterly reports, material changes in license
application information, and criminal charges and convictions, among others.

Section 404 specifies what must occur when a licensee has a change of control,
including deadlines for reporting to the department. The department is given a
deadline for deciding whether to approve a change of control. This section
makes clear that a public sale of securities does not constitute a change of control,
and allows a person to ask the department's to determine in advance whether a
business transaction would constitute a change of control.



Section 405 lists the records a licensee must maintain for a period of three years,
and lets the department include other records by regulation. These records must

be available for inspection by the department.

Section 406 requires licensees and authorized delegates to file federally
mandated money laundering, suspicious activity, and other reports with the
Alaska Department of Law. This requirement is satisfied by timely filing of these
reports with the federal government, as long as the federal authorities continue
their current information sharing with state law enforcement.

Section 407 exempts records collected and reports prepared by the department
under this act from disclosure under the Public Records Act, and lets the
department share information with other government agencies that agree to
protect the confidentiality of the information. The department may release a list
of licensees, as well as aggregated financial data.

Article Five of the chapter describes certain investments a licensee may make.

Section 501 requires a licensee to maintain permissible investments at least equal
to the face value of outstanding obligations. Investments are held in trust for the
benefit of the purchasers and holders of the licensee's outstanding obligations.

Section 502 lists permissible investments. While some categories of investment
are unlimited, the section sets maximum proportions of certain other
investments a licensee may hold as allowable investments. The department has

the power to add to the list by regulation.

Article Six of the chapter governs enforcement.

Section 601 describes the circumstances under which the department may
revoke or suspend a money services license, place a licensee in receivership, or
order a licensee to revoke an authorized delegate's designation.

Section 602 describes the circumstances under which the department may
suspend or revoke an authorized delegate's designation.

Section 603 provides rules under which the department may issue a 'cease and
desist' order to a licensee or authorized delegate in order to protect the public,

and provides for judicial relief.

Section 604 allows enforcement matters to be settled using a consent decree.



Section 605 permits the department to issue civil fines for violations of statute,
regulation, or orders under this act. It sets a maximum daily fine.

Section 606 establishes criminal penalties for intentionally falsifying records
under this act, among other things. Italso makes engaging in money services
without the appropriate license a class A misdemeanor or class C felony,
depending on how much is transmitted in a 30-day period.

Section 607 allows the department to issue an order to show cause against
anyone providing money services without a license. Itallows the department to
petition the Superior Court for a restraining order, and lets a person subjected to
such an order appeal to the superior court for relief. An order to cease and desist
expires in 10 days unless the department commences administrative action

under the act.
Article Seven of the chapter governs administrative proceedings.

Section 701 specifies that administrative proceedings under the act are subject to
the Administrative Procedure Act, but the Office of Administrative Hearings

shall conduct hearings.

Section 702 provides a due process right to a hearing for a licensee or authorized
delegate who is ihe subject of a suspension, revocation, or other administrative

sanction, subject to other provisions of the act. An applicant whose application is
denied is also entitled to a hearing.

Section 703 gives the department the power to administer oaths and issue
subpoenas, compel the attendance of witnesses and production of documents in
conjunction with an investigation under the act. The department may ask the

superior court to compel a person to obey its subpoenas.
Article Eight of the chapter lays out miscellaneous provisions.

Section 801 instructs those who administrativelv apply or judicially construe the
act to do so with an eye toward uniformity among the states that adopt the

Uniform Money Services Act.

Section 802 excludes some entities that may transmit money or exchange
currency from regulation under the act. These include governments, banks, and
others, including federally regulated brokers and commodity exchanges to the
extent the money transfer or exchange is incidental to their primary business.



Section 810 requires licensees and authorized delegates to post a notice in plain
view of the public, giving the address and telephone number of the department

in case of consumer complaints.

Section 820 sets an upper limit of ten days for a licensed money transmitter or an
authorized delegate to make the funds available to the intended recipient, unless
the licensee or authorized delegate has reason to believe the transmission
involves criminal activity or the customer orders a faster or slower service.

Section 830 requires a licensed money transmitter or currency exchanger, or an
authorized delegate, to give the customer a receipt listing the amount presented,
the fees, and the terms of exchange, if the transmission will be redeemed in a

foreign currency.

Section 840 requires a licensed money transmitter or an authorized delegate to
give a refund unless the money has already been transmitted, the licensee has
reason to believe acrime is involved in transmitting or refunding the money, or
the licensee is otherwise barred by law from making a refund.

Section 850 instructs the department to set fees and investigation charges that

equal the department’s actual costs in regulating and investigating money
services licensees. These fees will be set by regulation under the Administrative

Procedure Act and must be reviewed every year.

Section 890 defines certain terms as they are used only in sections 820-840.
Article Nine of the chapter lays out general provisions.

Section 990 defines terms used in the act.

Section 995 gives the act a short title: the Alaska UniformMoneyServices Act.

Sec. 2 of the bill applies the act to money services provided after July 1, 2008. This will
allow businesses adequate time to get licensed and give the department time to
investigate applicants and issue licenses.

Sec. 3 allows the department to promulgate regulations and havethem in place before
the licensure requirements of the act go into effect.

Sec. 4 lets the department begin work on regulations immediately.

Sec. 5 makes the licensure and other requirements of Section 1effective July 1, 2008.



Anticipated Witnesses for HB 227:

In person:

Allyn Moore, Cemerlang Financial Services, LLC
Mark Davis, Director of Banking & Securities, CCED

Via teleconference:

David Landsman, National Money Transmitter's Association
Ezra Levine, Money Transmitter's Roundtable



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM April?2007
SUBJECT: CSSB 116(L&C) relating to the Uniform Money Services Act

(Work Order No. 25-LS0508\L)

TO: Senator Johnny Ellis
Chair of the Senate Labor and Commerce Committee

Attn: Dana Owen

FROM: eresa Bannister
Legislative Counsel

This memo accompanies the bill described above.

Preemption issue. The bill raises a preemption issue. Tt does not exclude "credit card
banks," and federal law may preempt their regulation by the state. If you need further
information, please contact me.

If I may be of further assistance, please advise.

TLB:ljw
07-193.1jw

Enclosure



The National Money Transmitters Association Inc :2 Wotwyn ftoaa Suite C
Great Neck. NY 1102
tel (5161829-2742

la* (5161 706-0203
Www nmta us

March 19. 2007

Senator Johnny Ellis

Lahor & Commerce Committee Chair
State Capitol

Juneau.AK 99601

Fax (907) 465-2529

Sen Johnny Eliistfflieqts state.ak u>

By mail, emailand fax (1 page)

Re Request tor a Heating on the propc sed Uniform Money Services Act ,S8 116)

Dear Senator Ellis

The NMTA was founded in 1999 to defend ihe nghts and the very survival of the staie-licenseo remittance
companies of the United States. Currently, we have 44 member companies that, in the aggregate, handle over S19
billion a year in migrant worker remittances

When a transmitter lives in a state that has no license requirement, the NMTA relaxes its rules if he seems OK
One of our money transmitter members, Mr Allyn Moore a resident of Alaska, has been shut out of Ihe banking
system on anti-money laundering compliance grounds This was not due to any failing on his part, but because
Ihe Federal gove.nment says that all money services businesses are high-nsk

Without banking facilities, Mr Moore is out of business, so he would like Alaska to pass a m >noy transmitter law
What does state licensing of money services businesses have to do with Mr Moore getting his bank accognl

back”

The first step on the road to recognition for small-to-mid-size money transmitters like Mr Moore, is getting a state
license Since, in 1994 the US Congress decided to leave tne regulation of money services business s to the
individual states there is no federal certification available We are very grateful to Senator Kim Elton, who
introduced Ihe suh]ect Uniform Money Services Act. for his assistance IN taking this first step

The hanking cnsis we are going through is of immediate concern, but forty-seven states have decided to regulah
money transmission or check setting for other compelling reasons

e To protect the consumer and mstill public confidence in the industry
e To assure transparency and disclosure in pnce and service

= To assure tne safety and soundness of the supervised firms

= For the prevention and detection of financial cnme

For all these reasons we ask that you nold a hearing as soon as possible on the neec 'or regulation of the Money
Services Industry in Alaska and tne need to bank these businesses The NMTA supports SB 116 and urges 'ts

passage as soon as possible

Please call me with any questions you may nave and thank you tor youi attention The NMTA stands ready to

help in any way we can

Sincerely

Oavid Landsman
Executive Director

cc Mr Jesse Kiehl

o it s
ctiltila’ 1917)9219525



akpirg

PO Box 101093 ¢ Anchorage, Alaska 99510-1093 & Ph: (907) 278-3661 ¢ Fax: (907) 278-9300 ¢ email: akpirg@akpirg.org
AKPIRG Supports SB 116 - UNIFORM MONEY SERVICES ACT

To: Senate Labor and Commerce Committee

Dear Committee Members:

On behalf of the Alaska Public Interest Research Group (AkPIRG) and our 1,000 Alaskan members, | am
writing you to urge your support for Senate Bill 116 - Uniform Money Sei vices Act. This act will protect

Alaskan consumers and those in Alaska who use money transfer services.

The bill will require any individual or business that provides money transmission services to have
a license. This license allows provision of both money transmission and currency exchange. This
will bring Alaska in line with other states who have adopted a uniform standard.

The bill will not only establish a the criteria for operati g in Alaska, but will set up security
requirements to protect the public from a money transmitter bankruptcy. In addition, a license i
money transmitter will be required to submit an annual report along with their license renewal
fee. Thus, the State can keep better track of these businesses, and when necessary investigate and

enforce the laws.

Legitimate money transmission businesses in Alaska are in favor of this legislation and want to
see it passed so that disreputable ones will not be able to compet 2 This bill is good for consumers
in Alaska and will bring us in line with other states who have adopted these uniform rules.

Thank you for your support of SB 116.

Sincerely,

Steve Cleary
AKPIRG Director

Founded in 1974, Ihe Alaska Public Interest Research Group (AkPIRG) is a non-profit, non-partisan, citizen-oriented statewide
organization researching, educating and advocating on behalf of the public interest. AKPIRG has 2,000 Alaskan members.
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HB 228
House Labor & Commerce

April 16, 2007

. BILL PURPOSE
A. PROBLEM
1. 2005 Workers’ Compensation Reform Bill

a. Limited medical service fee schedule to that adopted by the
Work Comp Board on December 1, 2004

b. Freeze repealed effective August 1, 2007

2. Effect- On August 1, 2007 there will be no limitation on
medical fees which will likely result in medical costs escalating

B. SOLUTION

1. Some legislation to set some action to regulate medical fees

2. Bill - Provides for a cap adjusted for inflation for provider fees

1. COST

A. SYSTrvi (ATTACHMENT 1& 2)
1. Medical
2. Indemnity
B. PREMIUM
1 Loss Cost
a. Historical System Cost
b. Trending

2. Expense - Individual Carrier Component



1. RATE HISTORY

A. NATIONAL RANKING

1. 2004 Oregon Study (ATTACHMENT 3)
2. 2006 Oregon Study (ATTACHMENT 4)

B. STATE 5 YEAR (ATTACHMENT 5)

V. IMPACT

A. WITHOUT CAP (ATTACHMENT 6)
1. NCCI estimate
2. No certainty or stability or ability to predict
3. Costs continue to grow

B. WITH CAP (ATTACHMENT 7)

1. NCCI estimate

2. EMPHASIS - NOT mean no rate increase or decrease - just one
component of rate making

SUPPLEMENTAL

ATTACHMENT 8 - Medical Costs Increase Faster than CPI

ATTACHMENT 9 - Number of Treatments & Prieing Increases



7)) .
] W orkers Compensation Losses

All Claim s— NCCI States

op 20050p

2005p: Preliminary based on data valued as of 12/31/05

1985, 1995: Ba;ed on data through 12/31/04, developed to ultimate
Based on the states where NCCI provides ratemaking services
Excludes the erfects of deductible policies

64 © Copyright 2006 National Council on Compensation Insurance, Inc. All Rights Reserved.
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W orkers Compensation Losses

in Alaska

A All Claim s— A laska
SC

2005p

rt

Indemnity

incremnrcy

indemnity

2005p: Preliminary based on data valued as of 12/31/05
1985, 1995: Based on data through 12/31/04, developed to ultimate
Based on the states where NCCI provides ratemaking services
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Alaska
Florida
Hawali
Ohio
Kentucky
Delaware
Montane
Louisiana

District of Columbia

Connecticut
New Hampshire
Maine

Texas
Oklahoma
Rhode Island
Vermont

New York
Alabama
Pennsylvania
Minnesota
Missouri
llinois
Yttest Virginia
Tennessee
Nevada
New Mexico
Vtyomtng
New Jersey
Michigan
Colorado
North Carolina
VJsconsin
Idaho
Washington
Mississippi
Georgia
Nebraska
South Carolina
Maryland
South Dakota
OREGON
towa

Kansas
Massachusetts
Utah
Virginia
Arkansas
Arizona

[rxbana
North Dakota

1.24
108

January 1.2004
January 1,2004
October 1.2003
January 1,2004
July 1.2003
September 1,2003
December 1, 2003
July 1,2003
January 1,2004
November 1, 2003
January 1, 2004
January 1,2004
January 1 2004
Januaryé 1,2003 _
2/1/02 State Fund. 1/1/04 private
November 1,1998
April 1.2003
December 1,2003
March 1 2004
April 1,2003
January 1, 2004
January 1, 2004
January 1 2004
July 1,2003
March 1.2003
January 1,2004
January 1,2004
January 1,2004
January 1. 2004
January 1,2004
January 1,2004
Auguat 29,2003
October 1,2003
January 1,2004
January 1,2004
March 1,2003
November 1.2001
February 1,2003
January 1.2004
January 1,2004
July 1,2003
January 1,2004
January 1 2004
January 1,2004
September 1,2003
December 1,2003
April 1,2003

July 1,2001
Ocfober 1.2003
January 1.2004
July 1 2003
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employer | experience rating, premium dlacoun*. retrospective rating, and dMdsnd*.

Employera can reduce their workeri' compensation rataa through accident prevention, safety training, and by
helping Injured wortera return to wort.
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State

Alaska
California
Delaware
Kentucky
Montana
Florida
Vermont
Maine
Alabama
New York
Louisiana
Ohio
Oklahoma
Connecticut
Hawaii
District of Columbia
Texas
Pennsylvania
New Hampshire
Hlinois
Minnesota
Rhode Island
New Jersey
Missouri
South Carolina
Tennessee
New Mexico
Wyoming
Colorado
Nevada
Mississippi
Idaho
Nebraska
West Virginia
Wisconsin
Washington
North Caroline
Utah
Michigan
Maryland
GetNjla
OREGON
Kansas
South Dakota
lowa
Arizona
Massachusetts
Arkansas
Virginia
ndlana
Worth Dakota

Incex
Rat*
500

4.13
3.91
3.78
369
3.32
3.24
321

3.17
3.15
3.10
3.00
2.66

2.89
2.86
2.84
2.80
2.75
2.69
2.69
2.68
2.52
2.50
2.50
2.48
241
2.40
2.40
236
226
2.29
225
220
2.18
2.17
2.17
206
2.05
2.03
2.02
197
184
183
175
1.73
1.70
159
1.52
124
110

Percent dpf
stucy median
201%
166%
158%
152%
149%
134%
130%
129%
128%
127%
125%
121%
119%
117%
118%
115%
114%
113%
111%
108%
108%
108%
102%
101%
101%
100%
97%
96%
96%
95%
92%
92%
91%
88%
88%
88%
87%
83%
82%
82%
82%
7%
74%
74%
71%
70%
68%
64%
61%
50%
44%

Effective Date

January 1.2006
January 1,2006
December 1,2005
October 1, 2005
July 1,2005
January 1, 2006
April 1. 2003
January 1,2006
March 1.2005
October 1.2005
September 1. 2005
July 1, 2005
2/1/06 State Fund. 7/1/05 Private
January 1, 2006
January 1.2006
November 1,2005
January 1,2006
April 1 2005
January 1.2006
January 1.2006
January 1,2006
January 1,2006
January 1.2006
January 1, 2006
July 1.2004

July 1,2005
January 1, 2006
January 1.2006
January 1. 2006
January 1,2005
March 1,2005
January 1, 2006
February 1, 2005
January 1. 2006
October 1,2005
January 1. 2006
April 1,2005
December 1, 2005
January 1, 2006
January 1, 2008
July 1,2005
January 1, 2006
January 1,2006
July 1, 2005
January 1, 2006
October 1,2005
September 1.2C05
July 1, 2005
November 1.2005
January 1 2006
July 1, 2005

Although soma statist may appaar to have tha same index rata, tha ranking is based on calculations poor to rounding lo two deci-

mal places. The index fates rellec.

sropftate adjustments (or tne charactenslics o( each individual state's residual market Rates

vary by classification and insurer in each slate. Actual cost to an employer can be adjusted by the employer's experience rating,

premium discount, retrospective rating, and dividends

Employers can reduce their workers'compensation rates through accident preventxm. safety training, and by help.rig injured

workers return towork
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Historical Workers Comp Rate Changes inAlaska

Total Change Effect of Law
Date Premium Due to and other Cumulative
Level Change Experience changes Change
8/1/1959 6.0% 0.854 1.241 1.060
12/1/1960 -1.3% 0.986 1.001 1.048
12/31/1961 6.2% 1.062 1 000 1.111
12/31/1982 -0.4% 0.993 1.003 1.106
12/31/1963 *5.4% 0.946 1.000 1.047
10/1/1964 15.1% 1.096 1.050 1.204
9/1/1965 -0.3% 0.987 1.000 1.201
10/1/1966 -11.8% 0.870 1.014 1059
11/1/1967 -3.1% 0.969 1.000 1.027
1/1/1969 7.2% 1.049 1.022 1.101
11/1/1969 1.0% 1.061 0.958 1.119
10/1/1970 5.4% 0.988 1.067 1.179
4/1/1972 -5.2% 0.948 1.000 1.118
6/18/1972 15.8% 1.000 1.158 1.295
3/1/1973 -3.1% 0.969 1.000 1.254
6/1/1974 34.2% 1.207 1.112 1.884
0/1/1975 46.3% 1.109 1.320 2.484
11/1/1976 3.7% 0.918 1.130 2.556
2/1/1977 0.6% 1 000 1.060 2.709
9/1/1977 -18.6% 1.000 0.814 2.205
3/1/1978 -3.8% 1.040 0.927 2.127
6/1/1978 -0.8% 1.000 0.992 2.110
10/1/1978 13.1% 1.131 1.000 2.386
12/1/1979 1.8% 0.985 1.034 2.430
4/1/1980 -5.9% 1.000 0.941 2.287
1/1/1981 9.8% 1.100 0998 2.510
1/1/1982 4.5% 1.034 1.011 2.624
1/1/1983 -4.6% 0.954 1.000 2.503
1/1/1984 -8.0% 0893 1030 2.303
7/1/1984 5.0% 1.000 1050 2.418
1/1/19e5 0.1% 1.001 1.000 2.420
5/1/1985 7.3% 1.000 1.073 2.597
3/1/1986 0.0% 1.000 1.000 2.597
1/1/1987 14.3% 1.143 1000 2.968
1/1/1988 25.1% 1251 1000 3.713
7/1/1988 -5.7% 1.000 0.943 3.501
1/1/1989 0.0% 1.000 1000 3 501
1/1/1990 -4.1% 0.959 1000 3.358
1/1/1991 -62% 0.983 1000 3.301
1/1/1992 -3.2% 0.968 1.000 3.195
1/1/1993 -85% 0.915 1.000 2924
1/1/1994 2.4% 1.024 1000 2.994
1/1/1995 26% 1.026 1000 3.072
1/1/1996 -7.1% 0.929 1000 2.053
1/1/1997 -10.3% 0.897 1.000 2 560
1/1/1998 -83% 0.917 1 000 2.347
1/1/1999 -3.5% 0.915 1 000 2.148
1/1/2000 0.0% 1.000 1.000 2.148
7/1/2000 79% 1 000 1079 2 317
1/1/2001 0.0% 1.000 1000 2.317
1/1/2002 102% 1.100 1.002 2 554
1/1/2003 35% 1.035 1.000 2643
1/1/2004 21 2% 1.212 1000 3.204
1/1/2005 12 0% 1.120 1000 3.588
1/1/2006 7.0% 1070 1.000 3839
1/1/2007 -10.5% 0 895 1.000 3.436

Cumulative Change 1.565 2.452

‘In 1999 NCCI began filing low costs for tha voluntary market
NCCI Implemented a new methodology for determining the assigned risk expense lead

*"Includes change In methodology for maritime classes.
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ANALYSIS OF THE SUNSET OF THE ALASKA PHYSICIAN FEE SCHEDULE
EFFECTIVE AUGUST 1, 2007

NCCI estimates that the August 1,2007 sunset of the Alaska physician fee schedule, as
currently provided In AS 23.30.097(a), will result In an overall workers compensation
system cost Increase in Alaska of between -*4.5% and -*-5.8%.

Summary

The current workers compensation medical fee schedule in Alaska became effective December
1, 2004. This fee schedule based the maximum allowable reimbursements (MARs) on the 90th
percantile of usual, customai/ and reasonable fees for similar services as reported to Ingenix at
the time the fee schedule was established. Senate Bill 130, enacted in 2005, froze the medical
fee schedule at the December 2004 levels until August 1, 2007, after which time the fee

schedule would sunset.

Actuarial Analysis

The methodology used to price the sunset of the physician fee schedule is as follows:

Charges for various medical procedures under the physician fee schedule were obtained from
medical transaction data. These charges were adjusted to reflect changes from past price levels
to the price levels projected to be in effect once the fee schedule sunsets on August 1, 2007.
Trend factors used fur the projections were based on the U.S. and Western reg’'m professional
components of the medical consumer price index (MCPI), along with the U.S. and Anchorage
MCPI (all medicai components) for the period 2004-2006, shown in the following table:

WE* _emy- - pfAgISEr  : 1& wm LW
U.S. MGP) MCPI U.S. MCPI
(All Medical _

Component) Change Component) Change Change

Source: Economy com; N/A =Not Available

Based on the changes to the above indices, annual trend factors of +2.5% to +4.5% were
applied to medical transaction data for physician services performed in 2003-2004 to project the
price levels that would be in effect after the fee schedule sunsets. The lesser of the projected
charge and the current maximum allowable fee was used to determine the current cost level for

each procedure.

Total current physician costs were calculated by multiplying the current cost level for each
procedure, as determined above, by the frequency for that procedure. Total current physician

costs are the sum of these costs for all procedures.

Page 1of 2
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Similarly, the overall physician charges after the schedule sunsets is the product of the average
charge for each procedure adjusted to the cost levels estimated to be in effect on August 1,
2007 (using trends described above) multiplied by the frequency for that procedure. Estimated
total physician costs after the schedule sunsets are the sum of these projected costs for all
procedures. Our methodology does not contemplate additional changes in billing practices (i.e.
change in utilization) that may accompany the fee schedu.” sunset.

The estimated impact on physician costs was determined to be an increase of between +9.7%
and +12.5%. This was calculated as the ratio of the total projected costs of procedures after the
fee schedule sunsets to the total projected costs of procedures under the current (12/1/200"1

fee schedule.

This impact was then multiplied by the estimated ratio of physician costs to medical costs in
Alaska (66.4%) to yield an increase on medical costs of between +6.4% and +8.3%. The impact
on medical costs was then multiplied by the projected ratio of medical costs to total benefit costs
in Alaska (70.2%) to yield an overall increase of between +4.5% and +5.8%.

The results are summarized in the table below:

1 -Tv,

1) Impact on Physician Costs

(2) Physician Costs as % of Medical Costs in Alaska 66.4%

(3) Impacton Medical Costs = (1) x (2) +6.4% to +8.3%
70.2%

(4) Medical Costs as % of Total System Costs in Alaska
Impact on Overall Workers Compensation System Costs In Alaska +4.5% to +5.8%

® =@xa@
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ANALYSIS OF THE CHANGES TO THE ALASKA PHYSICIAN FEE SCHEDULE
PROPOSED IN HOUSE BILL 228 TO BE EFFECTIVE AUGUST 1, 2007

If there is no change to the current law, the existing physician fee schedule will sunset on
August 1, 2007, with no replacement. NCCI estimates that the impact of the fee schedule
sunsetting, with no replacement schedule, would result in an over 'l workers compensation
system cost increase in Alaska of between +4.5% and +5.8%.

NCCI estimates that the changes to the physician fee schedule proposed In House Bill
(HB) 228 will result in an overall workers compensation system cost Increase In Alaska of

between +0.8% and +1.2% ($3.7 M to $5.5 M).

Background

The current workers compensation medical fee schedule in Alaska became effective December
1, 2004. This fee schedule was based on the 90mpercentile of usual, customary and reasonable
fees for similar services as reported to Ingenix at the time the fee schedule was established.
Senate Bill 130, enacted in 2005, froze the medical fee schedule at the December 2004 levels

until August 1, 2007.

Alaska h'B 228, proposed to be effective August 1, 2007, increases the maximum ->llowable
reimbursements (MARs) from the December 1, 2004 physician fee schedule by the change in
the medical care component of the Consumer Price Index for all urban consumers for the
Anchorage metropolitan area from 2004 to 2006. This proposed fee schedule would apply to
services provided on or after August 1, 2007 but before March 31, 2009.

Actuarial Analysis

The methodology used to estimate the cost impacts due to the changes proposed in HB 228 is
as follows:

Charges for various medical procedures under the physician fee schedule were obtained from
medical transaction data. These charges were adjusted to reflect changes from past price levels
to the price levels projected to be in effect on August 1, 2007. Trend factors used for the
projections were based on the U.S. and Western region professional components of the medical
consumer price index (MCPI), along with the U.S. and Anchorage MCPI (all medical
components) for the period 2004-2006, shown in the following table:

Western
Region Anchorage
U.S. MCPI MCPI U.S. MCPI MCPI
(Prof. (Prof. (All Medical (All Medical
Year Component) Change Component) Change Components) Change Components) Change
2003 261.16 2.9% 245.17 3.3% 297.08 4.0% N/A N/A
2004 271.48 4.0% 255.52 4.2% 310.13 4.4% N/A N/A
2005 281.70 3.8% 264.65 3.6% N/A N/A 344.20 N/A
2006 289.33 2.7% 271.54 2.6% N/A N/A 356.10 3.5%

Source: ~rn_nomy_rom; N/A =Not Available
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Based on the changes in the above indices, annual trend factors in the range of +2.5% to +4.5%
were applied to medical transaction data for physician services performed in 2003-2004 to
project tne price levels that would be in effect on August 1, 2007. The lesser of the projected
charge and the current max'mum allowable fee was used to determine the current cost level for
each procedure. Similarly, the lesser of the projected charge and the proposed maximum
allowable fee was used to determine the proposed cost level for each procedure. The proposed
maximum allowable fees were determined by increasing the current maximum allowable fees by
the change in the Anchorage MCPI from 2004 to 2006, which is estimated to be 7.1%. It should
be noted that we have been unable to find an index value for the Anchorage MCPI for 2004. As
a result, we have estimated the change in this index between 2004 and 2006 by compounding

the change from 2005 to 2006 for two years (7.1% = 1.0352- 1).

The estimated impact on physician costs was determined to be an increase of between +1.6%
and +2.5%. This was calculated as the ratio of the total projected costs of procedures under the
proposed fee schedule to the total projected costs of procedures under the current fee

schedule.
This impact was then multiplied by the estimated ratio of physician costs to medical costs in
Alaska (66.4%) to yield an increase on medical costs of between +1.1% and +1.7%. The impact

on medical costs was then multiplied by the projected ratio of medical costs to total benefit costs
in Alaska (70.2%) to yield an overall increase of between +0.8% and +1.2%.

The results are summarized in the table below:

Impact
(1) Impacton Physician Costs +1.6% to +2.5%
(2)  Physician Costs as % of Medical Costs in Alaska 66.4%
Impact on Medical Costs = (1) x (2) +1.1% to+1.7%
70.2%

3

% Medical Costs as % of Total System Costs in Alaska

Impact on Overall Workers Compensation System Costs in Alaska,
based on 7.1% Increase to current 12/1/2004 physician fee schedule +0.8% to +1.2%

=@ x@
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Measuring the Factors Driving Medical Severity:
Price, Utilization, Mix

Introduction

Itis clear that in recent gars, workers.compensation medical ¢
would be ex(Eected ased on medical inflatjon alone gsee Chart 1). Over the 1996/1997 to 2001/200

laims severities have been incre sing at a faster rate than
care component of the Consymer Price Index increased by 21% compared with an increase of 73% for paid me
ity on ﬁc Li l ?da% o]f |?1éu3ry. IOTh|s paper seeﬁs toeidoentl?\/oan 5uant|

periqd,1the medical
(ilcal

severity on lost-time claims closed within 24 months o actors

other than price inflation that contribute to the significant increas

Chart 1—Medical Severity Has Increased Significantly Faster Than the Medical Consumer Price Index

Accident Years 1996-2002 for NCCI Paid Medical Severity on Lost-Time Claims Closed Within 24 Months of Date of
Injury and Calendar Years 1996-2002 for the Medical CPI From the Bureau of Labor Statistics

1Throughout the text, all years refer to calendar years when referring to the consumer price index and accident years when
ear period 1996/1997 is the period from 1/1/1996 to 12/31/1997. The accident year

referring to medical severity. The calendar P/ ar el
period 1996/1997 includes data on claims for injuries that occurred from 1/1/1996 to 12/31/1997. o
In this study, we have chosen to work with lost-time claims closed within 24 months of date of injury. As indicated later and

highlighted in the appendix, while some other measures of medical severity show increases over this period that are lower than the

measure used here, they are still higher than the rate of medical inflation.
3This study is based on data licensed to NCCI by insurers for purposes of this study for the seven accident years from 1996-2002.

This study covers lost-time claims. Countrywide, losses from lost-time claims comprise 94% of total losses since medical-only
claims cover only 6% of losses.
1
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Chart 12—Differences in Number of Treatments, Price, and Severity Accident Years 2001/2002 Over 1996/1997
for All Diagnoses, NCC!

Overall Severity % 1996/1997 Al Diagnoses
Over 2001/2002: Average Dollar & %
73% Average Treatments per Average Price per Dollar Differences in
Claim Treatment' Severity
% of Total
Dollar Severity

1996/ 2001/ % 1996/ 2001/ % Difference  Dollar
Treatment Service Group 1997 2002  Difference 1997 2002  Difference  in Severity  Difference
Physical Therapy 195 326 67% 34 40 19% 652 24%
Complex Surgery and Anesthesia 1.0 15 60% 634 764 20% 564 21%
Complex Diagnostic Testing 0.4 0.7 57% 464 559 21% 177 %
Other 44 6.1 39% 131 134 2% 242 9%
Drugs, Supplies, and DME 5.6 7.5 34% 66 %4 42% 334 12%
Surgical Treatments 0.6 0.7 26% 252 336 33% 100 4%
Pathology 11 14 26% 33 40 22% 19 1%
Emergency Services 0.8 0.9 19% 101 169 67% 7 3%
Hospital Services 0.9 10 15% 647 958 48% 385 14%
Diagnostic Radiology 2.6 2.9 14% 62 72 17% 52 2%
Office Visits 58 6.4 11% 54 63 17% 91 3%
Total Treatments 426 618 45% 87 103 19% 2,695 100%

u As a reminder, this is an estimate based on dividing total payments by total number of treatments and can also reflect changes in
mix within each category.
il



