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SENATE BILL NO 121
"An Act relating to a security freeze on the consuner credit
report of a mnor."

- MOVED SB 121 OQUT OF COW TTEE

COW TTEE SUBSTI TUTE FOR HOUSE BI LL NO. 12(L&QC)

"An Act relating to nortgage |ending, nortgage |oan originators,
and depository institutions; and providing for an effective
date."

- HEARD AND HELD

COWM TTEE SUBSTI TUTE FOR HOUSE BI LL NO 155(FIN)

"An Act repealing an exploration incentive credit; anmending the
cal cul ation of adjusted gross incone for purposes of the tax on
ganbling activities aboard |arge passenger vessels; repealing
t he anount that nay be deducted fromthe notor fuel tax to cover
t he expense of accounting and filing for the nonthly tax return;
repealing a provision allowng an investigation expense under
the Alaska Small Loans Act to be in place of a fee required
under the Al aska Business License Act; repealing the anount that
may be deducted from the tobacco excise tax to cover the expense
of accounting and filing for the nonthly tax return; repealing
the discount on cigarette tax stanps provided as conpensation
for affixing the stanps to packages; and providing for an
effective date.”
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- HEARD AND HELD

SENATE BILL NO. 111

"An Act relating to flame retardants and to the manufacture,
di stribution, and sale of products containing flanme retardants;
and providing for an effective date."

- HEARD AND HELD

PREVI QUS COW TTEE ACTI ON

BILL: SB 121
SHORT TI TLE: SECURI TY FREEZE ON M NOR S CREDI T REPORT
SPONSOR(s): SENATOR(s) MEYER

01/ 19/ 16 (S) PREFI LE RELEASED 1/ 8/ 16

01/ 19/ 16 (S) READ THE FIRST TIME - REFERRALS
01/ 19/ 16 (S) L&C, JUD

01/ 26/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
01/ 26/ 16 (S) Heard & Hel d

01/ 26/ 16 (S) M NUTE (L&C)

01/ 28/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
BILL: HB 12

SHORT TI TLE: MORTGAGE LENDI NG AND LOAN ORI Gl NATORS
SPONSOR(s): REPRESENTATI VE(s) HUGHES

01/ 21/ 15 (H PREFI LE RELEASED 1/9/ 15

01/ 21/ 15 (H READ THE FI RST Tl ME - REFERRALS
01/ 21/ 15 (H L&C

04/ 13/ 15 (H L&C AT 3:15 PM BARNES 124

04/ 13/ 15 (H Heard & Held

04/ 13/ 15 (H M NUTE (L&C)

04/ 15/ 15 (H L&C AT 3:15 PM BARNES 124

04/ 15/ 15 (H Moved CSHB 12(L&C) CQut of Committee
04/ 15/ 15 (H M NUTE (L&C)

04/ 16/ 15 (H L&C RPT CS (L&C) NT 3DP 3NR

04/ 16/ 15 (H DP: TILTON, HUGHES, OLSON

04/ 16/ 15 (H NR: LEDOUX, KITO, JOSEPHSON

04/ 16/ 15 (H TRANSM TTED TO (S)

04/ 16/ 15 (H) VERSI ON: CSHB 12( L&C)

04/ 16/ 15 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
04/ 16/ 15 (S Schedul ed but Not Heard

04/ 17/ 15 (S READ THE FI RST Tl ME - REFERRALS
04/ 17/ 15 (S) L&C

01/ 28/ 16 (S) L&C AT 1:30 PM BELTZ 105 ( TSBI dg)
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BILL: HB 155
SHORT TITLE: FEES; WAl VERS; CREDI TS; DEDUCTI ONS; TAXES
SPONSOR('s): REPRESENTATI VE(s) THOVPSON

03/ 20/ 15 (H) READ THE FI RST Tl ME - REFERRALS

03/ 20/ 15 (H FIN

04/ 02/ 15 (H FIN AT 1:30 PM HOUSE FI NANCE 519

04/ 02/ 15 (H) -- MEETI NG CANCELED - -

04/ 03/ 15 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 03/ 15 (H <Bi ||l Hearing Cancel ed>

04/ 06/ 15 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 06/ 15 (H Heard & Held

04/ 06/ 15 (H) M NUTE (FIN)

04/ 09/ 15 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 09/ 15 (H Schedul ed but Not Heard

04/ 13/ 15 (H FIN RPT CS (FIN) NT 6DP 2NR

04/ 13/ 15 (H DP: EDGVON, GATTIS, WLSON, PRUTT,
SADDLER, THOWMPSON

04/ 13/ 15 (H NR: MUNQZ, GUTTENBERG

04/ 13/ 15 (H FIN AT 9: 00 AM HOUSE FI NANCE 519

04/ 13/ 15 (H Moved CSHB 155(FIN) Qut of Conmittee

04/ 13/ 15 (H M NUTE (FI N)

04/ 16/ 15 (H TRANSM TTED TO (S)

04/ 16/ 15 (H VERSI ON:  CSHB 155( FI N)

04/ 17/ 15 (S) READ THE FI RST TI ME - REFERRALS

04/ 17/ 15 (S) L&C, FIN

01/ 28/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

BILL: SB 111
SHORT TI TLE: LIM T FLAME RETARDANT | TEMS/ FURNI TURE
SPONSOR(s): SENATOR(s) W ELECHOSKI

04/ 16/ 15 (S) READ THE FI RST TIME - REFERRALS
04/ 16/ 15 (S) L&C, JUD
01/ 28/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

EDRA MORLEDGE, St aff

Senat or Kevi n Meyer

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Answered questions related to SB 121 on
behal f of the sponsor.

REPRESENTATI VE SHELLEY HUGHES
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Al aska State Legislature
Juneau, Al aska
POSI TI ON STATEMENT:  Sponsor of HB 12.

G NGER BLAI SDELL, Staff

Represent ati ve Shel | ey Hughes

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Delivered a sectional analysis for HB 12 on
behal f of the sponsor.

KEVI N ANSELM Di rect or

Di vi sion of Banking and Securities

Departnent of Comrerce, Community and Econom ¢ Devel opnent
Anchor age, Al aska

POSI TI ON STATEMENT: Answered fiscal questions related to HB 12.

TRACY RENO, Financial Institutions Exam ner

D vision of Banking and Securities

Departnent of Commerce, Community and Econom c Devel opnent
Anchor age, Al aska

POSI TI ON STATEMENT: Answered fiscal questions related to HB 12.

KRI STI E BABCOCK

| ndependent State Farm Agent

Kenai, Al aska

POSI TI ON STATEMENT: Testified in support of HB 12.

ROGER BAI NBRI DGE, | n House Counse

State Farm Bank (FSB)

Bl oom ngton, Illinois

POSI TI ON STATEMENT:  Spoke in support of HB 12.

STEVE P. ASHVAN, Division Manager

Public Health Initiatives and Partnerships (PH P)

Heal t h and Human Servi ces Depart nent

Muni ci pality of Anchorage

PCSI TI ON  STATEMENT: Testified on HB 12 in support of the
exenption for governnent agencies.

REPRESENTATI VE STEVE THOVPSON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Sponsor of HB 155

BRODI E ANDERSQN, St af f
Representative Steve Thonpson
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Al aska State Legislature
Juneau, Al aska
PCSI TI ON STATEMENT: I ntroduced HB 155 on behal f of the sponsor.

BRANDON SPANCS, Deputy Director

Tax Division, Departnent of Revenue (DOR)

Anchor age, Al aska

POSI TI ON STATEMENT: Discussed the fiscal note for HB 155.

DANI EL STI CKEL, Assi stant Chi ef Econom st

Tax Di vi sion

Depart nent of Revenue (DOR)

Juneau, Al aska

PGSI TI ON STATEMENT: Di scussed the fiscal note for HB 155.

SENATOR Bl LL W ELECHOWSKI

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Sponsor of SB 111.

THOVAS “TJ” PRESLEY, Staff

Senator Bill W el echowski

PGSI TI ON STATEMENT: Provi ded an overview of SB 111 on behal f of
t he sponsor.

MAUREEN SWANSON, Director

Learning Disabilities Association of America (LDA)
Pittsburg, Pennsylvania

PCSI TI ON STATEMENT: Testified in strong support of SB 111.

JENNI FER G BBONS, Senior Director

State Governnent Affairs

Toy I ndustry Associ ation Inc.

PCSI TI ON STATEMENT: Expressed concerns with the SB 111.

DAVI D LEVI NE, Co-founder and CEO

Aneri can Sust ai nabl e Busi ness Counci |

Washi ngton, D.C.

POSI TI ON STATEMENT: Testified in support of SB 111.

CURTI S THAYER, President and CEO

Al aska State Chanber of Conmerce

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in opposition to SB 111.

TI M SHESTEK
Anmeri can Chem stry Counci |
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PCOSI TI ON STATEMENT: Testified in opposition to SB 111

ACTI ON NARRATI VE

1:32:39 PM

CHAIR M A COSTELLO called the Senate Labor and Commrerce Standing
Commttee neeting to order at 1:32 p.m Present at the call to
order were Senators Ellis, Gessel, Meyer, and Chair Costello.

SB 121- SECURI TY FREEZE ON M NOR' S CREDI T REPORT

1:34: 21 PM
CHAI R COSTELLO announced the consideration of SB 121. [This is
t he second hearing and public testinony is closed.]

1: 34: 45 PM

EDRA MORLEDGE, staff to Senator Kevin Meyer, sponsor of SB 121,
stated that she provided a supplenental packet based on the
guestions that were asked during the previous neeting. She
recapped the follow ng questions and answers:

Q Senator Stevens inquired as to the neaning of "has
not had the disabilities of a mnor renoved...: and
asked if there mght be a better way to state that.

A. The specific wording on lines 9-10 of the bill
directly references Alaska Statute 09.55.590, and
refers to mnors that have been emanci pated. As the
bill sponsor, | do not object to different term nol ogy
if it allows for a clearer reading and understandi ng
of the legislation, if the drafters are able to do so
within their drafting guidelines.

Q Senator Ellis inquired as to where the idea for the
| egi sl ation cane from

A. A constituent of Senate District M Laura Hughes,
brought the idea for the legislation to ny office |ast
summer. Since that tinme, we've discovered a nunber of
states with simlar laws on the books or in the
process of passing simlar legislation. SB 121 is
nodel ed after legislation as researched through the
Nat i onal Council of State Government.

Q Senator Ellis asked if Alaska would be the fifth
state to adopt this |egislation.

A. The nobst current data available from the NCSL
website |ists:
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e 27 states allow "any consunmer” to request a
security freeze on their credit report,

4 states use the term nology "any consuner that
is a resident,”

* 4 states allow a parent or guardian of a mnor
under 18 to request a freeze,

e 20 states specifically allow a parent or guardi an
of a minor under age 16 to request a freeze,

« 19 states specifically allow a parent or guardi an
of a "protected" or an "incapacitated" person to
request a freeze,

e« 5 states specify the individual for whom the
freeze is requested has been a victimof identity
t heft, and

» 2 states allow for a credit freeze only in the
case of identity theft (Mssissippi and South

Dakot a) .
Aside from the states that only specify "a consuner,”
or "a victim of identity theft," the rest are a

m xture of the remaining criteria |listed above.

Q Senator Stevens inquired as to the process for
lifting a credit freeze.

A The specific section of Al aska's Per sonal
Information Protection Act that governs renoval of
security freeze is AS 45.48.140. This section states
that the consuner can request the renoval of the
freeze by contacting the agency by mil or in
accor dance wi th ot her est abl i shed procedur es
(el ectronic nmeans), and provide information required
to establish identity. At that point, the consuner
credit reporting agency has 3 business days to renove
the freeze.

Q Senator Costell o asked what the national average is
for child identity theft.

A. The national figure for child identity theft varies
depending on the source, but generally it is reported
at between 10-11 %

M5. MORLEDGE noted that the packets also contain comrunications
from the Department of Law (DOL) indicating that they do not
have an issue with the current wording of the bill.

CHAI R COSTELLO asked the sponsor if he had any comments.
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1:37:52 PM
SENATOR MEYER said he is pleased that the constituent brought
the issue forward and his staff sunmarized the bill nicely.

1: 38: 09 PM

SENATOR G ESSEL notioned to report SB 121, |abeled 29-LS1129\A,
from commttee wth individual recomendations and attached
fiscal note(s).

CHAI R COSTELLO announced that w thout objection, SB 121 is
reported fromthe Senate Labor and Conmerce Standing Conmmittee.

1: 38: 27 PM
At ease

HB 12- MORTGAGE LENDI NG AND LOAN ORI G NATORS

1:39: 50 PM

CHAIR COSTELLO reconvened the neeting and announced the
consideration of HB 12. [This is the first hearing and CSHB
12(L&C) is before the commttee.]

1:40: 03 PM

REPRESENTATI VE SHELLEY HUGHES, Al aska State Legislature, Juneau,
Al aska, sponsor of HB 12, introduced the |egislation speaking to
the foll owi ng sponsor statenent:

House Bill 12 inproves the nortgage |ending industry
by equalizing the licensing requirenents for nortgage
| oan originators and nortgage |oan brokers according
to the kind of work conducted rather than a business
structure or anonmaly in current statute. Licensing the
| evel of  professional duties and the |evel of
[tability in the lending process helps create a nore
equitable and friendly statutory environnent for
busi ness in Al aska.

The bill would also exenpt Al aska Housing Finance
Corporation and any governnment agency participating in
the Federal HUD (Housing and Urban Devel opnent)
program from the State nor t gage | ender/ br oker
licensure requirenment. The governnment agencies would
be responsible to ensure that their nortgage | oan
originators neet standards equivalent to the federal
SAFE Act requirenents.
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HB 12 helps create a nore level playing field in the
nortgage lending industry by elimnating unnecessary
|ayers of |licensure and reduces the admnistrative
burden and costs to these businesses.

1:43: 38 PM
SENATOR COSTELLO asked Ms. Blaisdell to walk through the
sectional for the bill.

1:43: 56 PM

G NGER BLAI SDELL, Staff to Representative Shelley Hughes,
sponsor of HB 12, provided the followi ng sectional analysis for
HB 12:

Section 1. Allows for an individual to be |icensed as
a nortgage loan originator if he/she works under "an
excl usive contract for a registered depository
institution” or "be sponsored by a registered
depository institution under AS 06.60.014." Sponsored
means to conduct business under the supervision of a
nortgage |icensee or registered depository.

This section creates a supervisor to enployee-type of
relationship with contractors.

Section 2: Adds a new section that outlines the
requirenents for a depository institution to be
eligible to sponsor a nortgage | oan originator.

Section 3: Adds exenptions for "a federal, state, or
| ocal government agency, including an agency that
arranges or provides financing for nortgage loans.” In
doing this the state of Alaska recognizes these
agencies under the final rulings of the SAFE Act
effective 8/30/2011. Agencies that wll be affected
are AHFC that offers HUD |oans and the Anchorage HUD
Program

MS. BLAI SDELL stated that the section exenpting non-profits from
certain licensing requirenents, but that section was renoved
because sonme non-profits are venturing into a conpetitive market
pl ace so oversight is warranted.

1: 46: 46 PM

SENATOR COSTELLO pointed out that the fiscal note needed to be
updat ed because it nmentions an exenption for non-profits.
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MS. BLAI SDELL continued the sectional analysis.

Section 4 adds registered depository institutions to
t he banks that nust have a surety bond.

Section 5 adds registered depository institutions that
cover nore than one |ocation are not required to file
nore than one bond.

Section 6 adds registered depository institutions to
t he banks that nust bond for three years.

Section 7 adds registered depository institutions to
the banks for which the departnent can determ ne that
the bond is unsatisfactory.

Section 8 requires a registered depository institution
to follow the same reporting requirements as a
nortgage |icensee and be subject to the sane penalties
if the report is not filed as required.

Sections 9-13 add registered depository institutions
in the requirenents for managi ng nortgage records.

Section 14 references the availability of out-of-state
records for registered depository institutions. If a
bank is located outside Alaska, the Division of
Banki ng and Securities can go to that other state to
conduct an audit or review

Section 15 allows the departnent investigation and
exani nati on authority for regi stered depository
institutions.

Section 16 adds a new subsection that defines a
"person” as a contractor who is working for the
regi stered depository institution.

Section 17 allows the departnent the authorization to
censure, suspend or bar a depository institution in
t he sane manner as a nortgage |icensee.

Section 18 adds the applicability of admnistrative
procedures to hold admnistrative hearings and issue
disciplinary orders on RDIs for registered depository
institutions.
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Section 19 adds a new definition of a registered
depository institution. That is a bank | ocated outside
the state of Alaska registering as the supervisor of
t hese i ndependent contractors.

MS. BLAISDELL said the effective date wll be corrected to
reflect January 1, 2017.

1:50: 29 PM
SENATOR G ESSEL asked if the bill would affect any business
ot her than State Farm Bank.

M5. BLAISDELL replied State Farm Bank and its contractors are
the primary businesses that would be affected, but there may be
others with a simlar business nodel.

SENATOR G ESSEL asked if conducting fewer audits wll have a
positive fiscal inpact on the division.

M5. BLAISDELL said the fiscal note is zero and she didn't
believe that the Division of Banking and Securities anticipated
additional costs. The state wll see efficiencies if it only
audits State Farm Bank as opposed to the 19 audits it conducts
now.

1:53:29 PM

KEVIN ANSELM Director, Division of Banking and Securities,
Department of Conmmerce, Community and Econom c Devel opnent
(DCCED), Anchorage, Alaska, introduced herself.

CHAI R COSTELLO asked if the adm nistration has a positon on the
bill.

MS. ANSELM reported that the admnistration is neutral on HB 12.

CHAI R COSTELLO asked if she wanted to comrent on the potenti al
ef ficiencies or any of Senator G essel's questions.

MS. ANSELM offered that the bill would have a zero fiscal inpact
to the division because they will conduct one |arger exam nation
of the enploying depository as opposed to individual agents.

CHAI R COSTELLO asked if there are any consunmer protection issues
related to the bill.

1: 54: 52 PM
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TRACY RENO, Financial Institutions Exam ner, Division of Banking
and Securities, Departnent of Conmerce, Community and Econonic
Devel opment (DCCED), Anchorage, Alaska, said the division wll
be able to discuss enforcenent or supervisory issues with State
Farm Bank directly. The division does not have access to those
reports right now because they deal with the individual agents.

1:55:28 PM
CHAI R COSTELLO opened public testinony for HB 12.

1:55: 44 PM

KRI STI E BABCOCK, | ndependent State Farm Agent, Kenai, Al aska,
stated that she is an independent contractor State Farm agent.
She has been an agent and snmall business owner in Kenai for the
past 16 years and has ei ght enpl oyees. She nmarkets insurance and
bank products to Al askans exclusively on behalf of State Farm
| nsurance conpani es and State Farm Bank.

She stated that as an originator, she processes initia
applications and is required to be licensed and follow all the
regul ations for nortgage loan originators (MO. HB 12 doesn't
change or reduce that requirenment, but it wll change the
requi renent for her to carry a nortgage broker |icense and serve
as her own sponsor and supervisor. Instead, State Farm Bank wil |
be able to step in and register with the State of Al aska as her
sponsor and supervisor. The bank assunes all the liabilities,
responsibilities and oversight of a nortgage broker. This nakes
sense because the bank is the lender and she is an originator.
It also avoids the circunstance of sponsoring and supervising
hersel .

IVB. BABCOCK reported that 26 other states have passed
legislation simlar to HB 12 and several other states are
considering it. She closed enphasizing that HB 12 does not
result in any |ess regulation for MOGs.

2:00: 01 PM

SENATOR MEYER conmented that is sounds as though other states
have had this problem and passed simlar laws to address the
probl em

MS. BABCOCK agr eed.

2:01:11 PM
ROGER BAINBRIDGE, In House Counsel, State Farm Bank (FSB),
Bl oom ngton, Illinois, spoke in support of HB 12. He said M.

Babcock sunmmarized the issues nicely and anything he added woul d
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be redundant. Addressing the question of whether this pertained
only to State Farm Bank, he clarified that the bill addresses
i ndependent contractors who work exclusively in nortgage
origination on behalf of a federally chartered bank. Thus, it
woul d apply to anybody that has the sanme business nodel as State
Farm Bank and neets the definitions that have been added to this
| egi sl ation.

2:02:20 PM

STEVE P. ASHVAN, Division Manager, Public Health Initiatives and
Partnerships (PHIP), Health and Human Services Departnent,
Muni cipality of Anchorage, stated that PH P manages pass-through
prograns from the federal government such as Housing and Urban
Devel opnent (HUD) and falls under both the federal and state
SAFE acts. Due to 2011 clarifications of the SAFE Act, HUD
determ ned that state enployees are not required to obtain state
licenses and registration for any l|oan origination under a
government housing assistant program As currently witten, HB
12 will mrror the federal |law and the departnent is in support
of the exenption for governnent agencies, he said.

2:05:18 PM

CHAIR COSTELLO closed public testinony and held HB 12 in
committee awaiting updates to the fiscal note and effective
dat e.

HB 155- FEES; WAI VERS; CREDI TS; DEDUCTI ONS; TAXES

2: 05:51 PM
CHAI R COSTELLO announced the consideration of HB 155. [This is
the first hearing and CSHB 155(FIN) is before the commttee.]

2:06: 05 PM

REPRESENTATI VE STEVE THOMPSON, Al aska State Legislature, Juneau,
Al aska, sponsor of HB 155, introduced the legislation stating
the foll ow ng:

In the 28th Legislature, legislation was passed that
defined indirect expenditures as foregone revenue. The
legislation also set forth a requirenent that certain
reports identify potential |oss of foregone revenue by
the departnment. The Legislative Finance Indirect
Expenditure Report reviewed the departnents  of
Commerce, Community and Econom c Devel opnent, Fish and
Gane, Health and Social Services and Revenue. The
report identified certain credits, fees, discounts,
and deductions that should be term nated. House Bil

155 repealed sone of these expenditures wth an
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estimated increase of revenue  of appr oxi mat el y
$450, 000.

He requested that his staff wal k through the bill.

2:07:02 PM
BRODI E ANDERSON, Staff, Representative Steve Thonpson, Al aska
State Legislature, sponsor of HB 155, stated that the bill is

the next step in addressing the foregone revenue to the state
identified in the 2015 Indirect Expenditure Report. HB 155 w ||
repeal the follow ng indirect expenditures:

e Small Loan Conpany Business License Exenption

» The Exploration Incentive Credit

» Tobacco Product Tax Deduction for Tinely Filing
e Cigarette Tax Stanp Di scount

« Mtor Fuel Tax Tinely Filing

» Large Passenger Vessel Ganbling Tax Deduction

MR. ANDERSON explained that the bill repeals the exenptions,
credits, deductions and discounts in Section 10. The remainder
of the sections provide cleanup |anguage to the portions of
statute that reference those statutory repeals. He provided the
foll ow ng sectional analysis:

Sections 1-2 repeal references to the Exploration
Incentive Credit fromAS 41.09.010(a) and (Db).

Section 3 renmpbves references from the Exploration
I ncentive Credit from AS 43. 20. 043(9g).

Section 4 amends AS 43.55.210 to disallow the
deduction for federal taxes for the purposes of
calculating the state tax on |arge passenger cruise
ship ganbling activity.

Section 5 anends AS 43.40.010(c) by renoving |anguage
that allowed notor fuel dealers to retain a portion of
the nmotor fuel tax due to cover expenses for filing
notor fuel tax return.

Section 6 renoves references to the G garette Tax
Stanps from AS 43. 50. 590( a) .

Sections 7, 8 and 9 renpbve references from the

Exploration Incentive Credit from AS 43.55.011(m,
43.55.020(a) and 43.55.023(I).
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Section 10 repeals AS 06.20.030(c) The Snall Loan
Conmpany License; AS 38.05.180(i) The Exploration
I ncentive Credit; AS 41.09.030 The Exploration
Incentive Credit; AS 43.50.330(b) The Excise Tax on
Tobacco Products;, 43.50.540(c) The Cigarette Tax
St anps; and 43.50.540(h) the discount for the stanps.

Section 11 provides transition |anguage relating to
the Exploration Incentive Credit.

Section 12 contains the effective date of January 1,
2016 for the ganbling tax activities.

Section 13 provides an effective date of July 1, 2015
for the other sections in order to conply with the
State of Alaska fiscal calendar year and all other
related fees, discounts and deductions that are
cal cul ated nonthly.

2:10: 47 PM
CHAIR COSTELLO questioned the reason for the indetermnate
fiscal note when the anticipated additional revenue is

approxi mat el y $450, 000.
MR. ANDERSON deferred the question to Brandon Spanos.

2:11: 29 PM

BRANDON SPANCS, Deputy Director, Tax Division, Departnent of
Revenue (DOR), Anchorage, Al aska, explained that DOR doesn't
collect information needed to estimate the inpact of all the
provisions of the bill. The estimated increased revenue of
approxi mately $450,000 is based on the noney forgone for
affixing stanps to cigarette packs and other tobacco products,
the notor fuel credit and |arge passenger gamng. "Those are
nunbers we can quantify and that's where that $450,000 cones
from" he said

2:12: 59 PM

DANI EL  STI CKEL, Assi st ant Chi ef Economi st , Tax Division,
Department of Revenue (DOR), Juneau, Al aska, added that DOR
currently does not collect information about the deduction for
federal taxes so there may be sone revenue inpact fromthe Large
Passenger Vessel @Ganbling Tax but the amount of benefit is
uncl ear. "The $450,000 is probably the floor. The actual revenue
benefit mght be higher than that but it 1is the lack of
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information on the ganmbling taxes is the reason we put an
i ndeterm nate on the revenue."

CHAI R COSTELLO asked if this noney would go into the genera
f und.

MR. SPANCS i ndi cated that was correct.

CHAI R COSTELLO noted that the sponsor was nodding his head in
the affirmative.

REPRESENTATI VE THOWPSON offered that these credits are taken
agai nst corporate taxes so the business would pay nore tax to
the state, which he assunmes would go to the general fund.

CHAI R COSTELLO noted that the fiscal note says the regul ations
would go into effect the last day of 2016. She asked if that
will cause a problem

MR. ANDERSON said he spoke with her staff about the need for a
commttee substitute to reflect new dates. "The 2016 date woul d
be 2017 and the 2015 dates would turn into 16."

CHAIR COSTELLO asked iif there has been discussion about
enmergency regulations to maintain the current tineline.

MR. ANDERSON answered no, but it is a conversation the sponsor
could have wth the departnent.

2:16: 21 PM
SENATOR MEYER expressed appreciation for the |egislation.

2:16: 33 PM
CHAI R COSTELLO opened public testinony. Finding none, she closed
public testinmony and held HB 155 in conmttee.

2:17: 47 PM
At ease

SB 111-LIM T FLAME RETARDANT | TEMS/ FURNI TURE

2:19: 39 PM
CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 111. [This is the first hearing.]

2:19:48 PM
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SENATOR BILL WELECHOASKI, Alaska State Legislature, Juneau,
Al aska, sponsor of SB 111, said he has been working on this
i ssue for eight years for these reasons:

| magine that the cribs that your baby slept in are
full of toxic chemcals. They are.

Imagine if the high chairs your kids sat in are full
of toxic chem cals. They are.

Imagine if the furniture in your home was full of
toxic chemcals. It is.

The seats, toys, kids clothing is all full of toxic
chemicals. A toxic cocktail that is in our mattresses,
that is in our furniture, not neasured by ounces but
by pounds in many cases. These chemcals cause
neur ol ogi cal deficits, pr enat al damage,
hypot hyr oi di sm [ and] breast cancer. [ They are]
chem cals that bio accunulate in animals and fish and
are poisoning Al askans, especially those that live a
subsi stence lifestyle. [They are] chemcals that are
poi soning firefighters who fight fires and breath in
t hese toxic substances.

Do you believe we should take sonme sort of action to
protect Al askans fromthese chem cal s?

Now imagine if we had safer alternatives that are
al ready being w dely used.

| magi ne that sone states in the United States have
al ready banned or enacted restrictions against these
toxic chem cals. They have.

Imagine if the European Union has banned these
chenmical s. They have.

Should we continue to sit back and do nothing? Do we
not have an obligation to our constituents and to the
peopl e of Alaska to do sonething? | believe we do.

The Al aska Constitution tells us what our obligation
is. Article VII, Section 4 says very clearly, "The
| egi sl ature shall provide for the pronotion and
protection of public welfare.” That is exactly what we
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are doing wth this bill, protecting the public

heal t h.

|"ve heard all the industry argunments against this
bill over the years. They conme from the chemca
i ndustry and the phony Astroturf organizations they've
set up over the years to defeat bills just like this,
and bills Ilike this all over the country. They've
spent hundreds of thousands of dollars just in Al aska
and mllions of dollars across the country defeating

bills Iike this. Those are sonme harsh statenents but |
believe they' re 100 percent warranted.

Let nme tell you just how far these organizations in

the chemcal industry has gone over the years to
defeat bills like this. To defeat this bill, in fact.
Many menbers will renenber hearings on this bill back

in 2010 and 2012. W heard from a Dr. David Hei nbach
who testified three tinmes in front of the |egislature.
He presented hinself as an emnently qualified doctor.
In fact, he was the forner head of the Harborview
Medi cal Center burn unit in Seattle.

He told the tragic story of a six-week old baby girl
whose |ife would have been saved had flanme retardants
been used in her crib. He shared pictures of burn
victinms. Legislators were concerned. The bill passed
the Senate but it was defeated in the House.

Several nonths later it turned out that nearly all of
Dr. Heinbach's testinony was a lie. In a six-day front
page spread, the Chicago Tribune dug into the stories
and clainms of Dr. Heinbach and found the clainms and
patients he had testified about across the country
were, in fact, non-existent. The Al aska D spatch News,
which was then the Anchorage Daily News, did stories
on the fraud Dr. Heinbach and these organizations
commtted against the |legislature. This one dated
March 19, 2014, "Washington Physician Accused of
Deception Testified Three Tines on Alaska Bills." This
one, "Seattle Burn Doctor Accused of Dishonesty in
Legi sl ative Testinony Surrenders License."

The opponents of this bill wll bring up the same old
tired conplaints and argunents against this bill. That
the EPA should regulate it. Since when does Al aska
want to turn over authority to the EPA to regulate
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this? The EPA has had 25 years to do sonething on
this. They've done nothing. That the presence of
chemcals in furniture in and of itself is not
dangerous. Hundreds of academ c and scientific studies
say otherwise. W've provided you wth copies of
numer ous studies; we're happy to get you nore.

The chemi cal industry wll argue that Congress is
wor ki ng on sone legislation dealing with this. They've
had decades to do this. Nothing. Further, in the
legislation that is currently being proposed, states
retain the right under t hat proposed federal
legislation to continue to regulate harnful substances
in their own states. Please don't buy it this tine.
They have a vested financial interest in killing this
bill. These are dangerous chem cals that have no pl ace
in our honmes. There are safer alternatives that are
just as inexpensive that are avail abl e.

CHAI R COSTELLO asked if this is the sane bill that he introduced
previ ously.

MR. W ELECHOMSKI replied it is virtually the sane.

2:25:24 PM

THOMAS “TJ” PRESLEY, Staff, Senator Bill Welechowski, sponsor
of SB 111, infornmed the commttee that he would provide a brief
overview of the bill, its history, and the growi ng anount of
literature on the danger of polybrom nated diphenyl ethers
(PBDEs) to human and aninmal health. Finally, he would review the
substantive contents of the packet.

He stated that SB 111 does two things. First, the bill prohibits
the manufacture, sale, or distribution of upholstered furniture
and children's itens that contain nore than 100 parts per
mllion of certain harnful flanme retardants. Second, it requires
manufacturers to alert consuners to the presence of these
chem cal flane retardants by |labeling the products. The bill
provides civil penalties for violating this |aw that start snall
and are capped for each conpany in one calendar year. SB 111
al so contains a definition section and exenptions for people who
may sell these products from one person to another, such as on
Craigslist.

MR. PRESLEY reported that the sponsor has requested a commttee

substitute (CS), based on advice from the Departnent of Labor
and Workforce Developnent (DOLMD), to nove the penalties
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provision from Chapter 18 to the Consumer Protection Division
within the Departnent of Law. Chapter 18 only directs DOLWD to
i nspect schools that have evidence of asbestos.

MR. PRESLEY rem nded the nenbers that in 2012, Dr. Heinbach's
tragic story and pictures he shared with nenbers stopped the
bill in its tracks. A few nonths later evidence proved that his
stories were untrue and Wishington State prosecuted him for
fraud. As a result, he wllingly surrendered his nedica
i cense. Subsequent investigative reporting established a
connection between Citizens for Fire Safety that spent $230, 000
to defeat the bill in 2012, Dr. Heinbach and the American
Chem cal Council that opposes this bill today. The forner
executive director for the now defunct Citizens for Fire Safety
and a former enployee for the American Chem cal Council, G ant
David G llam nmade headlines for breaking ranks after |earning
about paynents to Dr. Heinbach. M. Gllam eventually testified
in support of a full flame retardant ban in California that
passed in 2014.

MR. PRESLEY stated that Dr. Wtenis Babrauskas was the first
person in the world to be awarded a Ph.D. in fire protection
engi neering. Wwen he learned that his wirk was being used to
defend the use of flanme retardants, he wote a paper titled
"Flane Retardants in Furniture Foam Benefits and Risks." The
conclusion is summari zed as foll ows:

Since 1975, hundreds of mllions of kilograns of
pentaBDE and its replacenments have been used to neet
California TB117. A fire safety benefit has not been
established. Research suggests that this standard
shoul d be reevaluated in light of the fire science and
heal th i nformation di scussed above. Prior to
inplenmenting new flammbility standards, deci sion
makers should evaluate the potential fire safety
benefit as well as the health and environnenta
impacts of the chemcals, materials, or technol ogies
likely to be used. Special scrutiny should be given to
smal | open-flame standards that are likely to be net
by addi ng organohal ogen flane retardants to foam or
pl astic in consuner products.

MR. PRESLEY directed attention to the packets that contain nore
literature on the effects of PBDEs on human and aninmal health
and offered to provide nore if any nenbers desired. "But suffice
to say, the dangers to human health include risks of neuro
devel opnmental processes in young children being slowed or
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changed, passage of the dangerous chem cal through the unbilical
cord from nother to <child, cancer, infertility, attention
deficit disorders anpong others," he said.

He said SB 111 is the start of a process to purge PBDEs fromthe
food supply because studies have established that these
chemcals are in the blood of many fish stocks. Hi gh levels of
these chem cals are beginning to show in the autopsies of birds
and animals that feed on these stocks. The entrance of PBDEs
into the food supply is a great concern for Al askans generally
and those living a subsistence lifestyle and in rura
comunities in particular.

2:32: 20 PM
CHAI R COSTELLO asked if he wanted to comment on the short title
bei ng broader than what is in the bill.

MR. PRESLEY replied the sponsor's intent is for the bill to be
l[imted to upholstered furniture and children's itens. He added
that he could speak to the drafter to ensure that is reflected
in the short title.

CHAI R COSTELLO said she had two questions about the [|abeling
statenent on page 2, line 24. First, is the label itself an
adm ssion that the manufacturer is breaking the |aw? Second, how
do you differentiate between a flanme retardant that's listed in

the bill and one that is not harnful ?

2:34:10 PM

MR. PRESLEY clarified that the bill does not ban PBDEs; it
l[imts their use in upholstered furniture and children's itens
to less than 100 parts per mllion. Responding to the second

guesti on, he said evidence shows that there are safer
alternatives for flanme retardants that are not related to the

chem cal conpound addressed in the bill. He added that a nunber
of large Fortune 500 conpanies including Ashley Furniture,
Val mart, Macys, Pier | Inports, and | kea have pledged not to buy

office furniture with these flane retardants and have begun to
produce flanme retardant fabrics that do not have the harnful
chemicals listed in the bill. He provided information about the
chem cals they are using, which are widely available in other
st at es.

CHAI R COSTELLO asked if that is why the effective date is July
2017.
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MR. PRESLEY explained that the delayed effective date is an
attenpt to give industry time to understand the bill and take
action accordingly.

CHAI R COSTELLO asked how the bill will affect Al aska busi nesses
that may have affected inventory.

MR. PRESLEY said he did not have that information, but would
work to find out.

CHAI R COSTELLO asked where the list of chemcals in Section 1
cane from

MR. PRESLEY replied it was conpiled in consultation wth a
nunber of scientific groups like Alaska Comunity Actions on
Toxi cs.

SENATOR MEYER asked if |imting the wuse of these chemcals
t hrough federal |aw had been pursued.

MR. PRESLEY replied the inaction by the EPA and the federal
government over the past 25 years is what pronpted states to
take action. He added that the U S. Senate currently is working
on the Toxic Substances Act, which allows states to apply for a
wai ver to enact nore restrictive standards than the federal
m ni mum The proposed Act also allows a state to take action on
a chemcal while it is under study by the EPA

SENATOR MEYER asked if there have been |awsuits against the
manuf act urers of PBDEs.

MR. PRESLEY offered to follow up with an answer.

SENATOR MEYER asked if Wishington State has passed a simlar
I aw.

MR. PRESLEY replied a bill was introduced this session but he
didn't know if it had passed.

2:39:15 PM

CHAI R COSTELLO opened public testinony on SB 111

2:39:43 PM

MAUREEN SWANSON, Director, Healthy Children's Project, Learning
Disabilities Associ ation of Anerica (LDA), Pittsburg,

Pennsylvania, testified in support of SB 111 reading from
prepared testinony.
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LDA is the oldest and largest national volunteer
organi zati on advocating for children and adults wth
learning disabilities. W have chapters and nenbers
t hroughout the country, including in Al aska. W are
w tnessing an alarmng increase in neuro devel opnent al
di sorders that cannot be fully explained by changes in
awareness or diagnosis. One in six children in the
United States has a reported devel opnental disability
including autism attention deficit hyperactivity
di sorder and other |earning and devel opnental del ays.

The National Acadeny of Sciences has stated that
environnental factors, including exposure to toxic
chemicals, in conmbination with genetics contribute to
at least one-quarter of all neuro devel opnental

disabilities in the United States. During feta

devel opnent and early childhood the brain is
especially at risk from toxic chemcals, even at
extrenely |low exposure levels. Scientific evidence
clearly denonstrates that babies and young children
are regularly exposed to halogenated flanme retardant
chemicals including the flame retardants naned in SB
111. These exposures pose an elevated risk of serious
and lasting problenms wth I|earning and behavior,

i ncl udi ng ADHD and autism

These flanme retardants cross the placenta to the fetus
and are detected in unbilical cord blood and in breast
m | d. Because of their size and weight, rapid rate of
growh and devel opnent, netabolism and behaviors,
babies and children are likely to experience higher
chroni c exposures to flanme retardants than adul ts.

These chemicals mgrate from furniture and children's
products into dust and then are ingested by young
children. A 2011 study of baby products found that 80
percent of the itens tested contained flane retardant
chemcals while a 2014 study of 40 daycares and
preschools found toxic flanme retardants in 100 percent
of dust sanples at the facilities. Wat do these
constant exposures to toxic flanme retardant chem cals
nmean to the fetus and young children? In the last five
years, three public studies of hundreds of pregnant
wonen and children have resulted in strikingly simlar
findings. Children nore highly exposed to PBDE flane
retardants prenatally, have lower 1Q scores, cognitive
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del ays, and attention problens. The decrenents in 1Q
persi st throughout the children's school years.

The flame retardant chemcals named in SB 111 are
structurally simlar to thyroid hornones, which are
essential for healthy brain developnent. In 2015,
scientists with the Endocrine Society concluded that
PBDE exposures interfere with thyroid. Recent studies
of flame retardants that have replaced PBDEs show
t hese chem cals can also disrupt thyroid hornones and
pose serious risks to brain devel opnent.

In plain English, the chemcals nanmed in SB 11 change
babies brains. I'd like to highlight briefly severa
specific exanpl es. The chl ori nat ed tris flame
retardant chemcals are notorious. In the late 1970s,
TDCPP was one of several tris flame retardants banned
fromuse in children's pajanmas because of grave risks
to children's health. Instead of halting production
and wuse of TDCPP, manufacturers instead added this
toxic chemcal to other children's products and to
furniture. A recent study found that TDCPP was the

nost comonly detected flanme retardant in baby
products containing polyurethane foam In 2011,
scientists found that TDCPP as well as other tris

flame retardants may affect brain developnent wth
simlar or even greater potency than chem cals already
known to be neurotoxic. Fire Master 550 is the second
nost conmonly detected flame retardant in pol yurethane
foam It's wused in furniture and baby products
including nursing pillows and changing pads. Two of
Fire Master 550's main conponents, TBD and TBPH are
brom nated conpounds that mgrate from products into
dust. In 2012, research inplicated Fire Master 550 as
an endocrine disrupting chemical with adverse effects
at levels nuch lower than the no observable adverse
effect level reported by the manufacturer. The study
suggests that Fire Mster 550 disrupts thyroid
hor nones and harns the devel opi ng brain.

In conclusion, the toxic flane retardants that are
named in the Toxic Free Children Act mgrate from
furniture and children's products into dust and are
ingested by young children. They cross the placenta,
build up in the body, and in breast mlk. These flane
retardants are structurally simlar to PCB and also to
thyroid hornones. These chem cals put Al aska's
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children at greater risk of |earning and devel opnent
di sorders including ADHD and autism The Learning
Disabilities Association of Anmerica urges that the
Senate pass the Toxic Free Children's Act to protect
children's mnds and bodies from these toxic flane
ret ardants.

2:45: 47 PM

JENNI FER G BBONS, Senior Director of State Governnent Affairs,
Toy Industry Association Inc., stated that while TIA shares the
sponsor's desire to ensure the safety of children, they do have
concerns with the bill as drafted. TIA' s preference is to have
regul ation at the federal |evel because unique state regul ations
are challenging for manufacturers that sell in nultiple states.
She said the network of existing federal regulations could
address these issues. In fact, the Consunmer Product Safety
Commission is evaluating the wuse of flame retardants in
children's products and whet her new restrictions are warranted.

She stated that toy manufacturers typically do not add flane
retardants to toys, but their internal conponents and el ectronic
circuit boards may contain trace anmounts of flane retardants.
Wiile these conponents would be inaccessible to a child, she
said they are critical to the safety of the product.

2:48: 32 PM

DAVI D LEVI NE, Co-founder and CEO American Sustai nabl e Business
Council (ASBC), Washington, D.C. testified in support of SB 111.
This is a growing netwrk of business organizations and
conpani es that work to grow busi nesses, create new jobs, provide
benefits to comunities, and protect their health. He also
represents conpanies that are commtted to advancing safer
chemcals in products. He said we believe it is inmportant to
pass the Toxic Free Children's Act because scientific research
continues to find connections between toxic chemcals and
chi |l dhood diseases. This is eroding consuner confidence and
notivating conpanies to identify safer alternatives to these
toxi ¢ chem cals. He continued:

W believe it is time to take action on these
products,” he said. ASBC comm ssioned a study that
found that safer chemcals are proving to be nore
inmportant to growing the econony than traditional
chemcals. Polling shows that 73 percent of snal

busi ness owners overwhelmngly support reform and
strengthening chemical legislation. Now is the tinme to
have a predictable, consistent set of regulations that
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will enable business to innovate and drive growh and
job creation. "As business |eaders we're saying we can
work together with public and private sector, create

the economy of tonorrow today...in which all parents
can rest assured that the only choice is a healthy
one.

2:52: 28 PM

CURTIS THAYER, President and CEO Alaska State Chanber of
Commerce, Anchorage, Al aska, stated opposition to SB 111, but
support for protecting public health and the environnment. G ven

the interdependence of comerce in the US., regul atory
certainty across the states is necessary, he said. Wile the
bill is well-intended, it needlessly threatens the availability

of goods and the viability of business. He pointed out that the
EPA currently is assessing several flane retardants included in
the bill. "At a mninmum Al aska should be infornmed of those
scientific assessnments before they pass [this] bill."

2:53: 57 PM

TIM SHESTEK, Anerican Chem stry Council (ACC), testified in
opposition to SB 111. He stated that ACC supports the attenpt to
develop a wuniform regulatory system The EPA is conducting
assessnents of all the flame retardants included in SB 111, as
well as others, and he would encourage the conmittee to be
informed by that information before noving to restrict any
chem cal conmpound under this legislation. He pointed out that
this debate is not about whether there are organi zations that do
or do not support safe chemicals. "Qur conpanies have a
responsibility to produce safe products. W certainly understand
that and we're a part of the effort to ensure that the products
we make and their intended use are safe for consumers.” He said
ACC is providing as much information as possible to the EPA to
help with their assessnments. He noted that ACC submtted
detailed testinobny that touches on sone of the science issues
identified in the bill.

CHAI R COSTELLO held SB 111 in conmittee with public testinony
open.

2:56: 29 PM

There being no further business to conme before the commttee
Chair Costello adjourned the Senate Labor and Comrerce Standing
Conmittee nmeeting at 2:56 p. m
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