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SENATE BILL NO 104
"An Act relating to financial accounts for persons
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property exenptions; relating to securities; and providing for
an effective date."

- MOVED CSSB 104(L&C) QUT OF COW TTEE

SENATE BILL NO. 202

"An Act relating to providing nedical insurance coverage to
certain surviving spouses and dependent <children of peace
officers and firefighters; and providing for an effective date."

- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: SB 104

SHORT TI TLE: PERSON W DI SABI LI TY SAVI NGS ACCOUNTS
SPONSOR(s): SENATOR(s) G ESSEL

04/ 11/ 15 (S) READ THE FI RST TIME - REFERRALS
04/ 11/ 15 (S) L&C, FIN

02/ 04/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 04/ 16 (S) Heard & Hel d

02/ 04/ 16 (S) M NUTE (L&C)

03/ 22/ 16 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

W TNESS REG STER

ROBERT KELLY EVANS, Appointee - Public Rural Seat

Al cohol i ¢ Beverage Control Board

Nonme, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Alcoholic
Beverage Control Board.

NI CHOLAS JACKSON, Appointee - Private Landowner Seat

Big Ganme Conmercial Services Board

@l kana, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Big Gane
Conmrer ci al Servi ces Board.

BRUCE SCHULTE Appoi ntee - Industry Seat

Mari j uana Control Board

Anchor age, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Marijuana
Cont rol Board.
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BRANDON EMMVETT, Appointee - Industry Seat

Mari j uana Control Board

Fai r banks, Al aska

POSI TI ON  STATEMENT: Testified as appointee to the Marijuana
Control Board.

Mark Springer, Appointee - Rural Seat

Mari j uana Control Board

Bet hel , Al aska

POSI TI ON  STATEMENT: Testified as appointee to the Marijuana
Control Board.

PETER JACOB M YNARI K, Appointee - Public Safety Seat

Mari j uana Control Board

Sol dot na, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Marijuana
Control Board.

Loren A. Jones Appointee - Public Health Seat

Mari j uana Control Board

Juneau, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the Marijuana
Control Board.

ED MARTI N, representing hinself
PCSI TI ON  STATEMENT: Testified on the appointnments to the
Mari j uana Control Board.

JEFF JESSEE, Chief Executive Oficer

Al aska Mental Health Authority

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of SB 104.

VESTON EI LER, St aff

Senate Labor and Comrerce Standing Committee and

Senator Ma Costello

PCSI TI ON  STATEMENT: Reviewed the changes in the conmttee
substitute (CS) for SB 104.

JANE CONWAY, St aff

Senator Cathy G essel
Al aska State Legislature Juneau, Al aska
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PCSI TI ON STATEMENT: Spoke to the changes between version | and
version L of SB 104.

STEWART SPI ELMAN, Senior Policy Advisor and Counsel
Auti sm Speaks

Mar yl and

PCSI TI ON STATEMENT:  Answered questions related to SB 104.

CHASE REHNVEI NKEL, Director of Policy
II'linois State Treasurer
PCOSI TI ON STATEMENT: Answered questions relating to SB 104.

PAM LEARY, State Investnent O ficer

Treasury Division

Depart nent of Revenue (DOR)

Juneau, Al aska

PCOSI TI ON STATEMENT: Answered questions related to SB 104.

ACTI ON NARRATI VE

1:32: 01 PM

CHAIR M A COSTELLO call ed the Senate Labor and Comrerce Standing
Commttee neeting to order at 1:32 p.m Present at the call to
order were Senators Gessel, Stevens, and Chair Costello.
Senat or Meyer joined the conmttee soon thereafter. She revi ewed
t he agenda including that SB 202 woul d not be heard today.

Confirmati on Hearings

1:32:44 PM

CHAI R COSTELLO announced the first order of business would be
confirmation hearings. She explained that the conmttee would
hear from the appointees, take questions, and hold the
nom nations for comrittee action at a |l ater date.

Al cohol i ¢ Beverage Control Board

1:33: 30 PM

CHAIR COSTELLO said the comittee would first consi der
nom nations to the five nmenber Al coholic Beverage Control Board.
She asked Robert Evans to explain his interest in continuing to
serve on the board, filling the public seat.
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Senat or Meyer joined the conmttee.

1:34: 07 PM

ROBERT KELLY EVANS, Appointee - Public Rural Seat, Alcoholic
Beverage Control Board, said he has lived in None nost of his
life and is retired from state service as a corrections officer.
After retirenent he started working at the regional nonprofit,
Kawer ak, Incorporated, primarily on suicide prevention, underage
drinking, adult binge drinking, youth |eadership and smart
choices that focus on al cohol awareness. He has been elected to
| eadership roles in the Sitnasuak Native Corporation and the
Bering Straits Native Corporation, and is a small business owner
in Nome.

SENATOR STEVENS thanked M. Evans for retiring from state
service and continuing his public service in the community.

CHAI R COSTELLO asked what challenges he sees that the board
faces going forward.

MR. EVANS said the state's fiscal crisis will be a nanageable
chal l enge for the board; neetings wll be done via
t el econf erence and vi deoconf erence whi ch wi || not be

probl ematic. Probably the largest challenge is the addition of
the Marijuana Control Board and the seem ngly weighted focus on
that new industry. He expressed hope that alcohol won't be
shortchanged with the new focus.

1:41: 40 PM
CHAI R COSTELLO thanked M. Evans for his service. There were no
gquestions and no public testinony.

Bi g Gane Commerci al Services Board

1:42: 00 PM

CHAIR COSTELLO asked N cholas Jackson to tell the conmttee
about his interest in serving on the Big Gane Comerci al
Services Board in the private | andowner seat.

NI CHOLAS JACKSQON, Appointee - Private Landowner Seat, Big Gane
Commerci al Services Board, said he was born in Copper Center and
now lives in @il kana. He worked for the Al aska Departnment of
Fish and Gane for about 10 years, then started working for
Ahtna, Incorporated in 1973. He currently serves on the Ahtna,
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Inc. Board of Directors and has served two terns on the Al aska
Board of Game. Knowing the region and his board service will be
beneficial to his service on the Big Gane Commercial Services
Board, if confirned.

1:45: 45 PM

CHAIR COSTELLO asked if he had any comments on the
recommendations put forth in the recent audit of the Big Gane
Commerci al Servi ces Board.

MR. JACKSON said no; he has only attended one neeting and is
famliarizing hinmself with how the board operates.

CHAI R COSTELLO commented on the experience he gained serving on
the Board of Gane. She thanked M. Jackson for his interest in
serving. She solicited questions and public testinony, but found
none.

Mari j uana Control Board

1:47:10 PM

CHAI R COSTELLO asked Bruce Schulte to tell the commttee about
his interest in serving on the five-nmenber Marijuana Control
Board in an industry seat. She noted that this is a new
commttee and questions would be taken after nenbers heard from
all the nom nees.

1:48: 09 PM

BRUCE SCHULTE Appointee, - Industry Seat, Marijuana Control
Board, said he is an architect by training and has been an
advocate for the marijuana industry for about two years. He
opi ned that the board devel oped a good set of regulations |ast
year that strike a reasonabl e bal ance.

1:49:16 PM
CHAI R COSTELLO asked him to discuss the challenges facing the
Mari j uana Control Board going forward.

MR. SCHULTE said one of the largest challenges relates to the
fact that there wasn't any solid data on the previous black
market. As licensed businesses get started, the board wll
probably learn about different things it can do wth the
regul ations to neet the needs of the industry and the public, he
said. The fact that marijuana is federally illegal also presents
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chal l enges related to banking, the Internal Revenue Service, and
transportation. Social inertia is also a challenge. H's hope is
that in five years people wll describe the transition as
relatively easy.

1:50: 42 PM
SENATOR MEYER asked if he anticipates raising fees to cover
expenses.

MR. SCHULTE said he expects the fees will cover the operating
expenses of the board, but if they don't the fee structure wll
be revisited.

CHAI R COSTELLO thanked M. Schulte. She asked Brandon Emett to
tell the commttee about his interest in continuing to serve in
an industry seat on the Marijuana Control Board.

1:52: 00 PM

BRANDON EMVETT, Appointee, - Industry Seat, Marijuana Contro

Board, said he was born in Fairbanks and has lived in Al aska
nost of his life. He has worked as a conmercial fisherman, on
initiative issues, and as a public servant. He has always been
concerned about narijuana issues and has an intimte know edge
of the marijuana industry, including the black market. He felt
it was his responsibility to use this know edge and experience
to help chanmpion a legal, regulated industry. As a board nenber
he has tried to provide a synthesis of research and fact-based
deci sion making while taking public comment into consideration

He | ooks forward to continuing this work.

1:55: 45 PM

CHAI R COSTELLO thanked M. Enmett for being available to the
commttee. She asked Mark Springer to express his interest in
continuing to serve on the Mrijuana Control Board in the rura
seat .

1:56: 20 PM

Mar k Springer, Appointee - Rural Seat, Marijuana Control Board,
Bet hel, Al aska, informed the commttee that he currently lives
in Bethel and is enployed as a tribal planner and transportation
director for the Tuluksak Native Comunity. Previously he served
on the Al aska Board of Marine Pilots, and is proud of the system
of citizen regulators in Al aska. The Marijuana Control Board
hopefully is building a new segnment of Alaska's econony that
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ultimately will be beneficial both econonmically and socially. He
is proud to work with the nmenbers of the board and the hard-
wor ki ng, professional staff.

1:58: 46 PM

CHAIR COSTELLO thanked M. Springer for his conmmtnment to
serving the state in this capacity. She asked Peter Mynarik to
express his interest in continuing to serve on the Marijuana
Control Board in the public safety seat.

1:59: 20 PM

PETER JACOB M YNARI K, Appointee - Public Safety Seat, Marijuana
Control Board, said he has been the chief of police in Sol dotna
for about 3.5 years. Before that, he spent nore than 22 years
with the Al aska Departnment of Public Safety as a Wldlife
Trooper and Alaska State Trooper. He retired in 2012. H's
interest in serving on the board is to protect the public in
general, and youth in particular, as this new industry gets
started. H's primary role on the board has been to help craft
regul ations for the comercial marijuana industry. The next step
is to review the applications and potentially approve licenses

Hs interest in continuing on the board is to follow the
i ndustry for the next several years. Serving on the board is one
of the highlights of his career in |aw enforcenent.

2:01: 50 PM
SENATOR MEYER asked if he had any takeaways from the January
2015 conference in Colorado that |ooked at the inpact of
marijuana on public safety. He also asked how |aw enforcenment
can tell when soneone is driving inpaired under the influence of
mar i j uana.

MR. M YNARI K said the primary takeaway was that |aw enforcenent
would face many challenges. How to tell sonmeone is driving
i npai red under the influence of marijuana was one of the issues.
He explained that many of the regular tests for driving under
the influence of alcohol don't apply to marijuana, but sonme do.
Oficers can get sone <cues from driving characteristics,
bal ance, and the function and tracking of the eyes. But what is
needed is a portable test simlar to the field sobriety tests
for alcohol. There is a blood test but tineliness nmakes it
probl emati c.
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CHAIR COSTELLO thanked M. Mynarik for maki ng  hi nsel f
avai l able. She asked Loren Jones to express his interest in
continuing to serve on the Marijuana Control Board in the public
heal th seat.

2:05:40 PM

LOREN A. JONES Appointee - Public Health Seat, Marijuana Contro
Board, said he cane to Alaska in 1975 and spent nost of his
career in state service working in alcohol/drug abuse/nental
health. Before he retired he was the director of the D vision of
Al coholism and Drug Abuse. During that time he was the
departnment representative on the Council of Donestic Violence
and Sexual Assault. He listed the boards he has served on to
illustrate that he has a lot of regulatory, board, and public
health experience. He also is serving a second termon the Cty
and Borough of Juneau Assenbly.

He discussed the challenges facing the board from the
perspective of a local elected official. He said that even
t hough 63 percent of the community voted to support the
i ndustry, there now is significant concern about regulations,
nei ghbor hoods, and conpatibility. Because of the state budget
situation, there is concern that the state won't be able to
enforce its regulations and nonitor the industry and | ocal
communities will need to step in and do that. Another challenge
will be getting all the licenses issued and ensuring that the
| ocal communities have input to either support or protest the
license. He hopes to be able to serve out the remainder of the
t hree-year term and perhaps nore.

2:09: 36 PM

CHAI R COSTELLO thanked M. Jones for being available and for his
past service to the state. She opened public testinony and
requested that the testinony be relative to the board
appoi ntees, not the initiative, the law or the regul ati ons.

2:10: 30 PM

ED MARTIN, representing hinmself, stated that the governor did a
good job of appointing people to the WMarijuana Control Board,
but the ball was dropped sonetine prior to rolling out the
regul ations. He asked if the appointees are nenbers of the
Muni ci pal League or have participated in the black market. He
believes that if they voted against the initiative they may not
be in the best interest of the new regulations and if they
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participated in the black market they shouldn't be considered
He pointed out that one nenber is enforcing laws in a community
that does not allow the use of marijuana, and questioned that
bias. He shared a personal experience related to the discussion
of inmpairnment and related that there is no quantitative test to
determine inpairnment under the influence of nmarijuana. He
mai ntai ned that the questions asked of the appointees are not
sufficient to provide an adequate screening.

2:15: 00 PM
CHAI R COSTELLO thanked the appointees and stated she would hold
the nanes until the comrittee had heard from all the appointees

referred to the Senate Labor and Commerce Standing Commttee.
The nanes then would be submtted in one batch

2:15: 20 PM
At ease

SB 104- PERSON W DI SABI LI TY SAVI NGS ACCOUNTS

2:18: 17 PM

CHAIR COSTELLO reconvened the neeting and announced the
consideration of SB 104. She relayed that this is the second
heari ng and public testinony was closed on 2/4/16. The intent is
to take nenbers' questions, adopt a conmittee substitute, and
ook to the will of the conmittee.

2:19: 00 PM
SENATOR G ESSEL noved to adopt the CS for SB 104, |abeled 29-
LSO0702\L, as the working docunent.

CHAIR COSTELLO objected for an explanation of changes and
requested M. Jessee first provide testinony.

2:19: 24 PM

JEFF JESSEE, Chief Executive Oficer, Alaska Mental Health
Aut hority, stated that he and the board consider SB 104 to be a
very inportant piece of legislation. He related that he
previously was the senior attorney for the Disability Law Center
and had to advise people with disabilities not to accunmul ate any
resources. The reason is that it would nmake them ineligible for
Medi caid. He described SB 104 as a huge step forward in allow ng
people with disabilities to do things for thenselves and becone
nore self-sufficient. It allows these individuals to set aside
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assets for legitimte purposes related to their disability. He
noted that there is a claw back provision so that the state can
recover sone of the Medicaid paynents it nmade, once the
i ndi vi dual has passed away.

MR. JESSEE reported that the Al aska Mental Health Authority
trustees |ast week unaninously voted to fund the Departnent of
Revenue fiscal note for SB 104 wth $60,000 in FY2017 and
$40, 000 in FY2018.

CHAI R COSTELLO expressed surprise for the generous offer and
appreciation for the work the Mental Health Trust Authority does
on behal f of Al askans.

2:21: 50 PM
SENATOR STEVENS asked if the contri butions are tax deducti bl e.

MR. JESSEE deferred the question.

2:22:38 PM
CHAI R COSTELLO asked M. Eiler to explain the changes nade in
t he CS.

2:22:57 PM

WESTON EILER, Staff, Senate Labor and Commerce Standing
Comm ttee and Senator Ma Costello, explained that the commttee
substitute (CS), version L, for SB 104 houses the ABLE Savings
Program in the Departnent of Revenue rather than the Depart nent
of Commrerce, Community and Econom c Devel opnent. The reason for
the shift is that the Division of Banking and Securities would
have been in charge of auditing and regulating the same accounts
it was adm nistering. The CS also changes the plan from a 529
(A) approach, and |ooks towards having the State of Al aska join
a consortium of states to achieve greater econom es of scale for
t he prograns.

Section 8 on pages 15-16, anends AS 47.10.115(b) relating to
permanent fund dividends held in foster care trusts. The CS
provi des that the proceeds of the trust wll be distributed when
the youth has reached 21 years of age, is no longer in state
care and has reached 18 years of age or is enmanci pated. The idea
is that this provides bridge funding for these youths as they
prepare for adult life.
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2:26: 17 PM

JANE CONVAY, Staff, Senator Cathy G essel, Alaska State
Legi sl ature spoke to the follow ng prepared overview of changes
to from the original version | to the current version L of SB
104:

When Senate Bill 104 was introduced, it was witten to
reflect the intention of Al aska setting up its own
ABLE Savings Program to be housed and adm nistered in
t he Departnent of Commerce and Econom ¢ Devel opnent.

Early on we heard from DCCED concerns that they would
have a conflict of interest in housing the program
since banking and securities would be in charge of
auditing the very same accounts that they would be
adm nistering. Followng that, we then approached
Dept. of Revenue to run the program (which is where
nost states house their ABLE prograns) and they agreed
to work with us on the | egislation.

In looking for expertise in the area of 529 plans,
like Alaskas college savings plan, we called the
folks there who run that program out of University of
Al aska, Fairbanks. In that conversation we |earned
that T.Rowe Price, one of the financial institutions
who offer the college savings plan portfolios, had
told UAA that they had no interest in offering 529(A)
plans in Alaska, as there is not a healthy econony of
scale for themto nmake it worth their investnment to do
Sso.

After that conversation, we l|learned that is the sane
obstacle that other states were experiencing: not
| arge enough nunbers of possible account holders to
make it economcally viable for investnment conpanies
to offer ABLE accounts in nobst states.

Then we |earned about a consortium of states who are
now working together in an effort to offer ABLE
accounts by joining together and pooling their nunbers
to attract and incentivize financial institutions to
respond to an RFP wth ABLE Account investnent
offerings. If SB 104 passes, Alaska plans to join that
consortium of 8 states (and nore states poised to
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join), be part of the RFP process to select a
fi nanci al contractor to handle the accounts and
benefit from the economes of scale, resulting in
| oner account fees for Al aska ABLE account hol ders.
The consortium would also provide a call center and
assist in marketing assistance for its nenbers.

Currently our office and our Dept. of Revenue folks
are part of a weekly teleconference with the other
states to share concerns, ask questions and learn as
much as they can about the ABLE Act, as it is a brand
new federal authorizing law and nany states are in
sone stage of inplenentation at this tine.

This change of course for the program has resulted in
restructured | egislation |anguage to reflect that:

(0 Dept. of Revenue will run the program

[0 Broader |anguage for it to respond to any changes in
federal authorizing | aw

0 Alows DOR to “contract with other states” (ie) join
the “consortiunf to achieve a better economy of scale
and share adm nistrative tasks

0 Allows DOR to have an equal vote in the RFP process
that selects a financial contractor

0 Allows DOR to contract with its own financial
institution if it chooses to do so and it deens it an
econom cal ly viabl e choice

These itens remain the sane:

(0 The Dept. can order an audit of the financial
contractor, maintain oversight, termnate or not renew
a contract if they want to choose a different
contractor

[0 Describes who is an eligible to apply for an ABLE
account

[0 Describes who can represent an eligible individua
for an ABLE account

0 States who can own an account, the nunber of
accounts allowed, that a fee may be required to open
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an account, guidelines and caps for the accounts
t hensel ves, that the accounts can be changed only 2
tines a year, that a designated beneficiary can be
changed, guidelines for use of the account, rollover
opti ons, st at enment requirenents, accounti ng
requi renents, annual fees.

0 Does not allow an ABLE account to be seen as a
“security” for a |oan

[0 States that an ABLE account is exenpt from creditor
claims during the Iife of the beneficiary

0 Relieves the state of any obligation to guarantee an
ABLE account

[0 Ensures that information re: ABLE accounts are
confidential, and not open to public record search,
but allows the Dept. and DHSS to exchange information
re: eligibility

[0 Specifies that ABLE accounts may not be considered
assets under neans test prograns

0 Funds/fees received can be used in a program expense
fund to run the program

O Allows a state or Medicaid to file a claimto claw
back funds if a beneficiary dies

[0 Establishes federal ABLE Act |aw as the governing
| aw for the program

0 Adds an ABLE account to the list of exenptions

0 Requires an annual report to the legislature
begi nning in 2018

2:33: 19 PM
SENATOR A ESSEL advi sed Senator Stevens that incone from the
accounts and contributions to the accounts are not taxed.

SENATOR STEVENS asked if property rights attach to ABLE accounts
that can be passed on to the heirs of the account hol der.
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M5. CONWAY deferred to M. Spiel man.

2:34: 25 PM

STEWART SPI ELMAN, Senior Policy Advisor and Counsel, Autism
Speaks, Maryl and, explained that the account passes though the
individual's estate l|like other property and is subject to a
Medi cai d claw back. Any assets that remain in the account after
the Medicaid claim is paid pass through to the estate of the
deceased i ndi vi dual

2:35:43 PM

CHAI R COSTELLO renoved her objection and finding no further
objection, the commttee substitute, version L, for SB 104 was
adopt ed.

SENATOR G ESSEL asked if the commttee would like to hear from
the head of the consortium that Al aska would join, should the
bill pass.

2:36:10 PM

CHASE REHNWEI NKEL, Director of Policy, Illinois State Treasurer,
related that the idea of the consortium devel oped because states
were concerned that the econonmy of scale would not be sufficient
to sustain a program To address the concern, a nunber of states
decided to work together to share services while nmaintaining
control over the individual accounts in their state.

SENATOR G ESSEL asked which states have joined the consortium
how many he anticipates joining, and the current state of the
request for proposals (RFP) process.

VR. RHNVEI NKEL said Illinois, Wsconsin, M nnesot a, | owa,
Kansas, M ssouri , Pennsyl vani a, and Nevada have signed
interstate agreenents to participate in the consortium and a
nunber of other states have indicated interest. The consortium
is in the process of drafting RFPs for services in order to
provi de i nvestnent and recordkeeping for the program

CHAI R COSTELLO noted the individuals online to answer questions.

SENATOR STEVENS asked for infornmation about the individual tax
benefits.
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2:39: 52 PM

PAM  LEARY, State | nvestnent Oficer, Treasury  Division,
Departnent of Revenue (DOR), said the contributions to the fund
are after tax, but the incone earned on the contributions is not
t axed.

CHAIR COSTELLO found no further questions and solicited a
not i on.

2:40: 41 PM

SENATOR G ESSEL noved to report the CS for SB 104, | abeled 29-
LS0702\L, from conmttee wth individual recomendations and
attached fiscal note(s).

CHAI R COSTELLO announced that wi thout objection CSSB 104(L&C) is
reported fromthe Senate Labor and Conmerce Standing Committee.

2:41:19 PM

There being no further business to cone before the conmttee,
Chair Costello adjourned the Senate Labor and Commrerce Standing
Commttee neeting at 2:41 p.m
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