HOUSE FI NANCE COW TTEE
April 17, 2017
1: 26 p.m

1: 34: 53 PM

CALL TO ORDER

Co-Chair Seaton called the House Finance Commttee neeting
to order at 1:26 p.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative David Guttenberg
Representative Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Tamm e W/ son
Representati ve Mark Neuman (Alternate)

VEMBERS ABSENT

Representative Steve Thonpson
Representative Cathy Tilton

ALSO PRESENT

Representati ve Sam Kito; Cryst al Koeneman, Staff,
Representative Sam Kito; Tom Lucas, Par al egal I,
Adm ni stration, Alaska Public Ofices Conmm ssion (APQC);
Bi anca Carpeneti, Staff, Representative Sam Kito; Terry
Banni st er, Legi sl ative Legal Ser vi ces, Al aska State

Legi sl ature; Stephen Trinble, Founder and CEQO, Arctic Sol ar
Ventures, Anchorage; WIlliam Cark, Attorney, Drinker,
Bi ndl e, and Realth, Pennsyl vani a; Representative Matt
Cl aman, Sponsor; Lizzie Kubitz, Staff, Representative Matt
Claman; Margaret Brodie, Director, Division of Health Care
Services, Departnent of Health and Social Services; Mchele
M chaud, Chief Health Oficial, D vision of Retirenents and
Benefits, Departnent of Adm nistration; Anna Latham Deputy
Director, Insurance Division, Departnent of Commerce; Sarah
Bai | ey, | nsurance Specialist 111, Insurance Division,
Departnment of Conmmerce; Alyson Currey, Legislative Liaison,
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Pl anned Parenthood Votes Northwest and Hawaii; Elizabeth
Figus, Self, Sitka; Elizabeth Eilers, Self, Juneau; Alica
Cargill, Policy Specialist, Al aska Network on Donestic
Vi ol ence and Sexual Assault; Pamela Samash Self, Right to
Life, Nenana; Paige Hogson, Self, Anchorage; Robin Smth,
Self, Anchorage; Justine Wbb, Self, Fairbanks; Vhem a
Pet erson, Self, Anchorage.

PRESENT VI A TELECONFERENCE

SUMVARY

HB 25 | NSURANCE COVERAGE FOR CONTRACEPTI VES
HB 25 was HEARD and HELD in commttee for further
consi derati on.

HB 91 APCC REQ STRATI ON FEES; LOBBYI ST TAX

HB 91 was HEARD and HELD in commttee for further
consi derati on.

HB 124 BENEFI T CORPCRATI ONS

HB 124 was HEARD and HELD in conmmttee for
further consideration.

SB 88 AK NMENTAL HEALTH TRUST LAND EXCHANGE
SB 88 was SCHEDULED but NOT HEARD.
[ See neeting held on April 18, 2017 at 9:45 a.m
for detail]

Co- Chair Foster reviewed the agenda for the day.

#hb91l
HOUSE BI LL NO. 91

"An Act relating to fees for certain persons filing
di scl osure statenents or other reports with the Al aska
Public Ofices Conmssion; relating to a tax on
| egi sl ative |obbyists; and providing for an effective
date."

1: 34: 53 PM
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REPRESENTATI VE SAM KITO, introduced HB 91. He explained
that the Alaska Public Ofice Conm ssion (APCC) was granted
i ncreased receipt authority but not the statutory authority
to adjust its fees. The bill provided the statutory
authority, a $50 financial disclosure form filing fee per
legislative or public official, a $100 fee for candi dates,
and a fee schedule for |obbyist registrations based on a
contracted anmount. The fees added up to approximately $280
t housand of additional receipt authority.

CRYSTAL KOCENEMAN, STAFF, REPRESENTATIVE SAM KITO, read the
sectional anal ysis:

Section 1: Amends AS  15. 13. 054. Adm ni strative
registration fee. Adds a new section that requires a
candi date, group, or nongroup entity to pay a $100
registration fee. This does not apply judges,
constitutional convention del egates, exenpt runici pal
candi dates, or nongroup entities wth an operating
budget of $250 or | ess.

Section 2: Amends AS 15.13.390(a). Civil penalty; late
filing of required reports. I ncl udes | anguage
referencing the adm nistrative registration fee.

Section 3: Amends AS 24.45.041(g) |Include | anguage
referencing the admnistrative registration fee and
removes the current $250 registration fee and sets a
fee of $350 for a contract with a value of l|ess than
$30, 000; $650 for a contract with a value of between
$30, 000 and $60,000; and $850 for a contract with a
val ue of over $60, 000.

Section 4: Amends AS 24.60 to include a new section AS
24.60.238. Administrative registration fee. Requires
| egislators, public nenbers or the conmttee, and
legislative directors filing financial disclosures to
pay an adm nistrative registration fee of $50.

Section 5: Amends 24.60.240. Civil penalty for late
filing. Allows APOC to assess a civil penalty of not
nore than $10 a day for failure to pay the
adm nistrative registration fee as levied under
section 4 of the bill.

House Fi nance Conmmittee 3 04/ 17/ 17 1:26 P. M



Section 6: Anends 37.03.146(c). Definition of program
receipts and non-general fund receipts. Add fees
collected by APCC to the |ist of programreceipts.

Section 7: Amends AS 39.50 to include a new section AS
39.50.132 Admnistrative registration fee. Requires

governors and |ieutenant governors filing financial
di sclosures to pay an admnistrative registration fee
of $50.

Section 8: Civil penalty; late filing of required

reports. Allows APOC to assess a civil penalty of not
nore than $10 a day for failure to pay the
admnistrative registration fee as levied under
section 7 of the bill.

Section 10: Establishes a January 1, 2018 effective
dat e.

1: 40: 43 PM

Co-Chair Foster noted that Representative Neuman joined the
conmittee.

Co- Chair Foster asked whether the fees were payable online.

TOM LUCAS, PARALEGAL 1|1, ADM NI STRATION, ALASKA PUBLIC
OFFI CES COW SSION (APQC), responded in the negative and
indicated that the reason was due to a lack of funding.
Currently, payments were mailed or brought to the
comm ssion's office. Co- Chai r Foster asked how the
collection system worked. M. Lucas answered that a
provision in the legislation required paynent on or before
registration.

Representati ve Kawasaki asked what amount of funding APCC
needed to operate each year. M. Lucas was unable to answer
the question due to lost positions caused by the last two
fiscal year's budget cuts. He noted that the conm ssion was
"struggling to hire a data person.”

1: 44: 08 PM

Representative Kito replied that APOC s FY17 budget was
$1.05 mllion. He detailed that $800 mllion was general
funds (GF) and $245 thousand in program receipt authority.
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However, the current statutory authority for program
receipts was limted to $107 thousand.

Representative Kawasaki asked in regards to APQOCs
hi storical budget, what the highest |evel of full funding
was. Ms. Koeneman replied that in FY 15 the budget was
approximately $1.3 mllion G- resulting in actuals of $1.1
mllion GF and $119 thousand in programreceipts.

Representative Kawasaki asked whether the bill inpacted
"representational” |obbyists. Representative Kito answered
in the negative and added that a fee was also not charged
to volunteer |obbyists. Representative Kawasaki appreciated
the bracketing for |obbyist fees, which he thought was a
fairer system He suggested a snaller fee bracket for
| obbyi sts making a very snmall fee. He asked whether the
fiscal note reflected the fee brackets. M. Koeneman was
aware that APOC was working on a revised fiscal note. She
added that the fiscal note from the Departnment of Revenue
(DOR) FN 2 (REV) was no longer applicable due to the
changes in the House State Affairs Commttee version.

Representative Quttenberg commented that he thought APCC
had suffered from budget cuts. He wondered whether APCC
differentiated bet ween program receipts and fines.
Representative Kito replied that currently the only program
recei pts available were the |obbying registration fees of
$250 and were used for the comm ssion's work. The penalties
that were assessed by APOC were deposited into the G- and
were not wused to support the conm ssion. Representative
GQuttenberg asked whether the additional fees in the bill
were program recei pts. Representative Kito responded in the
affirmati ve. Representative CQuttenberg asked whether the
program receipts resulting from the bill would cover the
additional admnistrative costs or were nore available to
cover other APOC functions. Representative Kito responded
that the legislation allowed for a slightly higher receipt
authority in anticipation of the sanme budget. He indicated
that the objective was for APOC to eventually hire another
person with policy experience to address |obbying issues.
He wanted the commssion to ultimately strengthen their
m ssi on.

1: 50: 24 PM

Vice-Chair Gara asked what proportion of the fess were
generated from |obbying and what proportion from other
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fees. Representative Kito was wuncertain of the exact
percentages but relayed that a nuch higher portion was
received from lobbying and a nuch smaller portion from
candi date and financial disclosure fees.

Ms. Koeneman shared that an updated fiscal note from APCC
was not avail able. However, she confirnmed that the previous
fiscal note reported that APOC expected to receive $15
t housand from candidates, $18 thousand from groups, $3
thousand from entities, $67.6 thousand from public
officials, and $3 thousand from |legislators totaling
$106,600. The figure did not included the $120 thousand
from | obbying. Vice-Chair Gara had received conplaints from
school board nenbers and "public officials from smaller
governmental entities" that they had to conply with the
same reporting requirenments as legislators. He queried
whet her the entities were subject to the fees. M. Koenenman
responded in the affirnmative. She offered that she
conpleted a historical review of the genesis of APOC. The
conmi ssion was established via a citizens' initiative in
1974 and was upheld by a court decision, which determ ned
that the citizens had the right to know whether a conflict
of interest existed with any elected official, "no matter
how great or snmall" the position. Vice-Chair Gara asked
whether the financial disclosures included information
regardi ng sources of incone and investnents. M. Koenenan
responded in the affirmative.

Vice-Chair Gara commented that the reporting requirenent
becane nore stringent after the 2006 |egislative corruption
issue. He did not agree with charging school board nenbers
for financial disclosure reporting. Representative Kito
responded that the fees were a legislative policy call. He
el aborated that sone of the financial disclosures were
reviewed and reported on and he wanted the reporting
supported by fees. Currently, the Division of Elections
charged a $30 registration fee for its admnistrative
costs. Canpai gns and candidates were currently not charged
an APQCC f ee.

1: 54: 54 PM

Representative Neuman asked whether APOC was planning to
hire additional personnel in the future. M. Lucas answered
that APOC was currently seeking an individual to fill an IT
position. Representative Neuman asked whether the position
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was funded but unfilled. M. Lucas replied in the
affirmative.

Representative Neurman referred to FN 2 (REV) and noted that
DOR would have to alter its tax nmanagenent system to
accommodate the fee collection and wondered how it would
integrate into the departnent's existing tax collection
system He wondered whether HB 91 <created additional
admnistrative costs for the departnent. Representative
Kito recounted that the State Affairs Conmittee discovered
conplications with inplementing a tax instead of a fee. In
response, the committee substitute renpbved the tax
conponent, which elimnated the need for DOR s fiscal note
and a forthcom ng updated APCC fiscal note would reflect
the change froma tax to a fee. Representative Neuman asked
whet her the APOC fee collection could be integrated into
DOR s tax system Representative Kito relayed that another
issue identified with a tax was the inability to designate
the revenue to APOC. He preferred to leave the tax
conponent out of the bill due to the difficulties of
adm nistering a dedicated tax and ensuring APOC s receipt
authority fromthe fee revenue.

1:59: 25 PM
Co-Chair Seaton had a question on page 1, line 11 of the
bill and read the follow ng:

.a candidate shall pay an adm nistrative fee of $100
to the conm ssion when the candidate files the nane
and address of the <candidate's canpaign treasurer
under AS 15.13.060(c).

Co- Chair Seaton assuned that the fee was in addition to the
fee charged by the Division of Elections. Representative
Kito responded in the affirmative.

Co-Chair Seaton asked whether the fee applied if the
candidate was acting as her own canpaign treasurer. M.
Koeneman responded that all candidates were required to
register with APOCC and pay the fee regardless if a
candidate was acting as their own treasurer. Co-Chair
Seaton wondered  whet her the provision was witten
adequately to ensure that a candidate acting as his own
treasurer was required to pay the fee. M. Koeneman
responded that AS 15.13.060 (a) required the candidate or
group to designate a canpaign treasurer.
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Co-Chair Seaton referred to page 3, Section 4 and read the
fol | ow ng:

A person required to report under this chapter shall
pay an administrative registration fee of $50 to the
Al aska Public Ofices Conmm ssion each year in which a
report is due.

Co-Chair Seaton queried whether the fee included the
candidate. He cited page 3, line 26 [27 through 29] as
fol |l ows:

...a public official or former public official required
to file a report wunder AS 39.50.020 shall pay the
commi ssion an annual admnistrative registration fee
of $50 each year in which a report is due.

Co- Chair Seaton wanted to ensure that candi dates and public
officials were both covered under the bill. Representative
Kito answered that the Dbill contained two separate
provi sions: candidates were required to register and pay
the $100 fee and public officials were required to file a
financial disclosure form costing $50. Co-Chair Seaton
asked whether the $50 fee in section 4 was an additional
fee. Representative Kito responded in the negative. The
section addressed a different group of filers other than
candi dates or el ected officials.

2:03:32 PM

Representative WIson asked whether the fees collected were
deposited into a specific designated fund. Representative
Kito replied that the fees were designated programreceipts
whi ch enabl ed APOC to receive and expend the funds.

Ms. Koeneman interjected that the fees were deposited into
fund code 1005 programreceipts.

Representative WIson wondered whether program receipts
were able to be spent as needed wthout |egislative
appropriation. Representative Kito explained that the
| egi slature authorized the receipt and expenditure for
program recei pts via the fund source code on a line itemin
the appropriation bill. Representative WIson asked whet her
the sponsor intended to back out undesignated general funds
(UGF) and replace themwi th the additional fees or the fees
were in addition to UGF. M. Koeneman replied that the
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intent was to offset a portion of APOC UG-. She furthered
that the amount depended on the |evel of funding
appropriated by the legislature. Ms. Koenenan detail ed that
any anount collected in fees that were above the |evel of
funding APOCC needed to function could replace UG wth
program receipts.

2: 06: 24 PM

Representative Kito added that the |egislature appropriated
G- and an anmount for program receipt authority. The
| egi sl ation enabled APOC to increase its ability to collect
t he higher anount of program receipts in order to neet its
budget obl i gati ons. Representative WIlson ©provided a
hypot hetical scenario where APOC collected a higher anpunt
in fees than the anount authorized by the |egislature. She
deduced that APOCC could not expend the anobunt above what
was authorized. Representative Kito answered that APCC
could expend the additional fee revenue through a request
for authorization approved by the Legislative Budget and
Audit Conmittee. Representative WIson asked what the fee
schedule was for state and nmuni ci pal candi dat es.
Representative Kito indicated that the bill contained
separate provisions for state and nunicipal candi dates. The
state candidates were required to pay a $30 fee for the
Division of Elections and an additional $100 fee for APCC
Candi dates were not required to file a financial disclosure
form only elected officials were mandated to file the $50
fee for financial disclosures. He noted that aside fromthe
APCC and Division of Elections fee, a nunicipal candidate
was required to file an APOC financial disclosure formthat
carried the $50 filing fee in some nunicipalities where the
di scl osure was mandated by | aw.

2:09:15 PM

Representative G enn thought APOC provided a |ow income
exenption for the candidates filing fee and asked whether
the bill covered the exenption. M. Koeneman answered in
the affirmati ve and elucidated that the |l egislation did not
remove or alter the exenption

Representative Pruitt asked about the fiscal notes and
whet her they were current. M. Koeneman relayed that a
revised APOC fiscal note was forthcom ng and the DOR fisca
note would be zeroed out. Representative Pruitt spoke to
the difficulties for sonme public officials especially for

House Fi nance Conmmittee 9 04/ 17/ 17 1:26 P. M



certain boards and conm ssions that had a difficult tine
finding menbers. He asked about the sponsor's thoughts on
every public official paying the $100 fee. Representative
Kito corrected that the applicable fee would be the $50
financial disclosure fee. He acknow edged that although the
| egislature was trying to protect the public from "undue
outside interests,” on "low |evel boards" financi al
di sclosures and conflicts of interest "mght not be as
pertinent." He reported that the issue was discussed in the
previous comrmttee and they were unable to determ ne a way
to equitably identify what public officials could be waived
fromthe filing fees. The process to separate out certain
public officials became "unbel i evabl y cunber sone. "
Representative Pruitt asked whether the fee would hinder
the ability of boards and comissions to find nenbers.
Representative Kito believed that the requirenent for
financial disclosure was nore of an obstacle than the fee.
He opined that once the individual commtted to the
requi rement for financial disclosure the $50 fee was a
negligible determnate. Representative Pruitt relayed that
APCC was not able to collect fees online. He wondered how
the inability to pay APOC fees online wuld affect
potential filers. Representative Kito was concerned wth
the issue and wanted to address the issue with APOCC. He
felt online filing was preferred.

2:14: 32 PM

Representative Pruitt questioned the potential for al

people to be able to run for office with a fee of $100. He
wondered what inpact the fee would have on people's ability
to run for of fice. Representati ve Kito t hought
Representative Pruitt brought up a fair point and reveal ed
that the issue was discussed in a previous commttee. He
expl ai ned that a candidate who planned to raise |ess than
$5 thousand were exenpted from the APOC fees. He believed
that the APOC fees were nominal, once a candidate reached
the $5 thousand threshold and was still raising nore
canpaign funds. Representative Pruitt asked whether the
APCC fees could be paid with canpai gn funds. Representative
Kito responded in the affirmative and added that the fees
were "an eligible canpaign expense." Representative Pruitt
inquired about the |obbyist's fees and the nunber of
| obbyists in each of the listed fee brackets in the bill

He asked how nany |obbyists in the |ower brackets were
required to pay the APCC fees. Representative Kito answered
that the fee was based on the "client value" or contract
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anount. He explained that if the |obbyist had 10 clients
the contracts mght vary from $10 thousand to $60 thousand
or nore. The fees had been split up in order to mnimze
the costs for clients paying a |ower |obbying contract as
opposed to the clients paying the higher | obbying
contracts. He indicated that changing the fees were in
recognition that clients who could pay nore for a |obbying
contract could pay a higher registration fee for its
| obbyi st .

2:19:29 PM

Representative Pruitt thanked Representative Kito for the
clarification. He asked for t he definition of
"Representational Lobbyist." Representative Kito explained

that a representational |obbyist was a | obbyist who | obbied
on behalf of an organization w thout receiving any paynent
for servi ces, i ncl udi ng per di em and | odgi ng.
Representative Pruitt wondered how the APOC fees applied to
| obbyi sts who received a salary from and worked for the
or gani zati on she repr esent ed. Representative Kito
communi cated that the enployee |obbyist had to report how
much of their salary was attributed to | obbying and the fee
was cal cul ated on the anount.

Representative Pruitt asked whether the |anguage in HB 91
covered the enployee salary situation and what the anount
the fees were based on. Ms. Koeneman related that currently
the |obbyist reported their entire salary but the bil
required that the | obbyist would have to determ ne how nuch
of the |obbyists salary was related to |obbying services.
The registration fee was based on the amount of salary
rel ated to | obbying.

Representative Pruitt restated his concern about the term
"Lobbying Contract" ~covering the situation described.
Representati ve Kito st at ed he would confirm wth
Legislative Legal Services that the |anguage matched the
intent of the provision.

2:23:21 PM

Represent ati ve Kawasaki queried whether a |obbyist with two
$10 thousand contracts would pay the $350 registration fee
for each $10 thousand contract. Representative Kito
responded in the affirmative. Representati ve Kawasaki
wonder ed whet her a | obbyist would ask for a contract fee of
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$59,999 in order to save $200 for the higher fee.
Representative Kito deduced that the fee would be up to
negoti ati ons bet ween t he client and | obbyi st.
Representative Kawasaki renenbered that nenbers of the
pl anning comm ssion in the Fairbanks North Star Borough
were required to fill out a financial disclosure. He asked
whether the intent of the sponsor was for runicipal
pl anni ng commi ssion nenbers to pay the $100 registration
fee. Representative Kito relayed that they would not pay
the $100 registration fee required of candidates but would
pay the $50 fee for the financial disclosure form He added
that the previous conmittee discussed the burden for public
officials serving voluntarily but could not find a fair way
to exenpt them The nmenbers determ ned that the $50 fee was
nomnal and that actually filling out the financia
di sclosure was "a higher hurdle."” Representative Kawasaki
assunmed that |obbyists were not supportive of the bill.
Representative Kito replied that he heard "very little
opposition" but was aware of sone who were opposed to the
bill.

Ms. Koeneman interjected that sone |obbyists acknow edged
the state's financial situation and were "willing to pay
their fair share” to keep APOCC in operation.

Representative WIlson cited page 3, lines 1 through 5 of
the bill relating to the fee schedule. She provided a
hypot heti cal scenario where the client divided the contract
into two $30 thousand contracts and offered the second one
at a later date in order to save noney in fees. She
wonder ed whether the |anguage applied to the scenario since

the bill provision was by contract and not «client.
Representative Kito responded that the scenario was
possi bl e under the bill. He did not anticipate the scenario

in actual practice. Representative WIson opined that the
scenario was |likely to occur due to cost savings.

Vice-Chair Gara thought that APOCC required |obbyists to
report their annual inconme from | obbying. He asked whether
an alternative fee schedule could be based on |obbyists’
yearly incone to quell the concern over split contracts

Representative Kito relayed that the original bill based
fees on vyearly conpensation therefore; the fees were
considered a tax. He delineated that a tax becane
problematic for reasons previously discussed. Revenue
col l ection based on conpensation mght be realized in the
future through inception of a statew de incone tax.
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2:29:26 PM

Vice-Chair Gara was "struggling with chargi ng soneone" for
financial disclosures. Representative Kito remnded the
conmittee that someone running an exenpt canpaign - $5000
or less - was excused from paying a registration fee. The
sponsor felt that the fee was nomnal in support of APOC s
function. Vice-Chair Gara asked whether all of the
Political Action Commttees (PACS) were required to pay.
Representative Kito responded that anyone required to
regi ster would pay the sane fees. Vice-Chair Gara wanted to
see additional fees towards PACs or other groups that
contributed "soft noney." He stated that 65 percent of all
soft noney was  spent for negative canpaign adds.
Representative Kito thought a "carve out" for certain
groups created "constitutional equitability issues.”

2:31:35 PM

Co- Chair Foster OPENED Public Testinony.
Co-Chair Foster CLOSED Public Testinony.

Co-Chair Foster reported that anendnents were due by 5:00
p.m on Wednesday, April 19, 2017.

HB 91 was HEARD and HELD in comrittee for further
consi derati on.

#hb124
HOUSE BI LL NO. 124

"An Act relating to corporations, including benefit
corporations, and other entities; and providing for an
effective date.”

2:32: 25 PM

Representative Kito briefly reviewed the legislation. He
summarized that the bill established a separate corporate
classification called "benefit corporations.” He voiced

that benefit corporations allowed corporations to follow
direction other than fiduciary and perform other functions
besides profit driven objectives in order to operate and
provi de benefits to other organizations.
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Bl ANCA CARPENETI, STAFF, REPRESENTATIVE SAM KI TO read from
a prepared statenent:

My testinony will start with the aim of this bill,
some of the argunents in favor of a benefit
corporation, and then offer an overview of the bill

itself. After nmy presentation, there are two
i ndividuals online for invited testinony. Also, Janey
Hovenden, Di rector of Division of Cor por at i ons,
Business & Professional Licensing is here to take
questions for the departnent. Fi nal |y, Terry

Banni ster from Legislative Legal is on the phone to
answer drafting questions.

The purpose of HB 124 is to expand the options for
Al askan entrepreneurs and investors by placing a new
type of corporate entity, a benefit corporation, in
Al aska statute. A benefit corporation is a for-profit
corporation that incorporates public benefits and
community inprovenents into their business practices

no matter the principal services or products provided.
Corporate law generally requires corporations to
consider the financial inpact to their sharehol ders as
the top priority when nmaking decisions. Maxi m zi ng
corporate returns can interfere with other corporate
goal s, such as electing to do sonething beneficial for
the community by enhancing soci al benefits.

A benefit corporation is a corporate entity that would
have an expanded purpose beyond mexi m zing share val ue
to explicitly include general and specific public
benefit;
» Considers/bal ances the inpact of their decisions
not only on shareholders but also on their
st akehol der s;
 Mist nmke available to the public a regular
benefit report that assesses their overall socia
and environnental performance against a third
party standard.

Three argunents in support of |laws establishing public
benefit corporations:

e Creates | egal requi renents t hat regul ate
corporations «claimng to work towards socia
good: Becoming a benefit corporation as a |ega
entity neans a business that says it is dedicated
to the public good will have to substantiate this
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claim simlar to how qualifying as tax-exenpt
hel ps define nonprofits as charitable. Moreover,
benefit corporations’ reporting requirenents to
sharehol ders, the state, and the public provide a
degree of transparency that corporations could
ot herw se refuse to provide.

» Pronotes soci et al benefits by clarifying
fiduciary duty: Entrepreneurs are nore likely to
pursue |ines of business in a socially beneficial
way when the |aw ensures that pursuit of profits
does not need to be the highest priority.
Li kewi se, investors concerned wth the public
good are given an alternative.

e Provides legal protection for conpanies that seek
pur pose-driven partnerships Benefit corporation
| egi sl ation al | ons entities to undert ake
benefi ci al part ner shi ps t hat conventi onal
corporations m ght shun out of fear t hat
sharehol ders woul d not see it as a venture likely
to be profitable.

Ms. Carpeneti read the sectional analysis of HB 124:

Section 1 10.06.633(a) Establishes how corporations
may be dissolved and is amended to include benefit
corporations; (a8) declares that a benefit corporation
is dissolved if delinquent for 6 nonths or nore in
including its benefit report in the biennial report or
in paying the benefit report filing fee.

Section 2 Adds a new chapter to AS 10 Al aska
corporations code, chapter 60- Benefit Corporations.

Article 1

Est abl i shes how a business corporation may incorporate
or anend its status to beconme a benefit corporation;
that the benefit corporation shall have a purpose of
creating general public benefit from all effects of
its business and operations and my identify a
specific public benefit; requires that any status
change nust be approved by the mninum two-thirds
vot e.

Section 10.60.010 Establishes how a new business
corporation or an existing entity nmay becone a benefit
corporation; declares that an amendnent of an existing
corporation nust be adopted by at |east the m ninmm
two-thirds vote.
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Section 10.60.020 States that if an existing entity
that is not a benefit corporation will becone one as a
result of a nerger or other status change, the plan of
nmerger or status change nust be approved by at |east
the m nimumrequired vote.

Section 10.60.030 In addition to its corporate purpose
under existing corporate statute AS 10.06.005, this
states that a benefit corporation shall have a purpose
of creating general public benefit fromall effects of
its business and operations and creation of the
general public benefit is deternmned to be in the best
interest of the benefit corporation.

Section 10.60.040 Allows a benefit <corporation to
identify or amend its articles to include a specific
public benefit purpose in addition to its general
public benefit purpose and |lists exanples of specific
public benefits.

Section 10.60.050 dCarifies that a professional
corporation formed under AS 10.45 does not violate
this statute by being a benefit corporation under
10. 60.

Section 10.60.060 Provides that a benefit corporation
may termnate its benefit status by anmending its
articles, or by being party to a nerger or other
status change, which would termnate its benefit
corporation status; both nust be approved by at |east
the m ninumrequired vote.

Section 10.60.070 States that if a benefit corporation
di sposes of all or substantially all of its assets the
transaction, unless it is in the usual and regular
course of business, nust be approved by the mninmm
status vote required.

Article 2

Est abli shes the duties of the board and the directors
and enunerates seven factors that nust be considered
whil e maki ng decisions; clarifies that a director of a
benefit corporation is not personally liable for the
failure to create a general public benefit if they are
acting in conpliance with the chapter and in good
faith.
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Section 10.60.100 Establishes seven factors that the
board of directors and individual directors of a
benefit corporation shall consider while discharging
their duties. The directors of the benefit corporation
are not required to give priority to any one of these
listed factors unless the intention to prioritize has
been identified in the benefit corporation’s articles
of incorporation.

Section 10.60.110 States that consideration of these
factors is not a violation of existing Al aska statutes
regarding the duties and rights of corporate boards
(AS 10. 06. 450).

Section 10.60.120 Except as provided in the articles
of incorporation, this states that a director of a
benefit corporation is not personally Iliable for
nonetary danages for action, inaction, or failure of
the benefit corporation to create a general public
benefit if the duties of the director were perforned
in conpliance with this chapter or AS 10. 06. 450.
Section 10.60.130 Cdarifies that a director of a
benefit corporation does not have a duty to a person
solely because that person is a beneficiary of the
benefit corporation’s general or specific public
benefit purpose.

Section 10.60.140 Declares that a director of a
benefit corporation who makes a business judgnment in
good faith fulfills their duties under this chapter if
they are not personally invested in the subject, are
informed on the subject of the judgnent, rationally
believe the business judgnent is in the best interest
of the benefit corporation, and consider the interests
and factors |isted under AS 10.60. 100 (above).

Article 3

Directs how the board of a benefit corporation ny
designate a benefit director, who shall not have a
material relationship with the corporation; outlines
the benefit director’s role, especially relating to
the biennial benefit report; allows that the benefit
director shall have the sanme role and rights as any
ot her director of the benefit corporation.

Section 10.60.150 Allows that a board of directors of
a benefit corporation may include a designated benefit

House Fi nance Committee 17 04/ 17/ 17 1:26 P. M



director. A benefit director shall have the sane
duties and rights as other directors but shall also
have additional duties (described below), such as the
preparation of the annual conpliance statenent.

Section 10.60.160 States that the board of a benefit
corporation will elect and renove a benefit director
following the manner of general Alaska corporate |aw
under AS 10. 06. 453.

Section 10.60.170 Directs that a benefit director
shall not have a nmaterial relationship (defined under
AS. 10.60.220) wth the benefit corporation or its
subsidiaries and allows for addi ti onal benefit
di rector gual i fications under t he benefit
corporation’s articles or byl aws.

Section 10.60.180 Declares that a benefit director
shall prepare a biennial conpliance statement to be
included in the benefit corporation’s annual report.
The conpliance statenment wll include the benefit
director’s opinion on the benefit corporation’s
achi evenent of its general public benefit purpose, any
specific public benefit pur pose, the director’s
conpliance with their duties, and any failures in
t hese sections.

Section 10.60.190 Equates the actions or inactions of
a benefit director with actions or inactions of any
director of the benefit corporation.

Section 10.60.200 States that a benefit director is
not personally Iliable for actions done in their
capacity as benefit director unless the action
constitutes willful msconduct or violation of |aw

Section 10.60.210 Provides that a benefit director of
a professional corporation that is also a benefit
corporation is not prohibited from having a materi al
relationship wth the benefit corporation or a
subsi di ary.

Section 10.60.220 Establishes the guidelines for
determining whether a benefit director of a benefit
corporation has a material relationship wth the
benefit corporation or a subsidiary.
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Article 4

Directs an officer of a benefit corporation to
consider the factors enunerated under the board of
directors; clarifies the duties of an officer acting
in good faith; and allows that a benefit corporation
may designate a benefit officer, who shall have duties
simlar to the benefit director.

Section 10.60.230 Directs an officer of a benefit
corporation to consider the factors listed in AS
10. 60. 100 (duties of the directors) if the officer is
in the position to act in a way that may influence the
creation of general public benefit or specific public
benefit.

Section 10.60.240 States that an officer does not
violate current general corporate statutes regarding
duties of officers (AS 10.06.483) when considering the
factors previously nentioned above.

Section 10.60.250 Except as provided in the articles
of incorporation, this states that an officer of a
benefit corporation is not personally I|iable for
nonetary damages if their duties were perfornmed in
conpliance wth Al aska statutes.

Section 10.60.260 Carifies that an officer of a
benefit corporation does not have a duty to a person
solely because that person is a beneficiary of the
corporation’s general or specific public benefit.

Section 10.60.270 Declares that an officer of a
benefit corporation who makes a business judgnent in
good faith fulfills their duties under this chapter if
they are not personally invested in the subject, are
informed on the subject of the judgnent, rationally
believe it is in the best interest of the benefit
corporation, and if they consider the factors |isted
in AS 10. 60. 100.

Section 10.60.280 Allows that a benefit corporation
may designate an officer as a benefit officer, who
shall have duties that are related to the creation of
general public benefits and specific public benefits.
The benefit officer shall prepare the annual benefit
report required in Article 6.
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2:37:39 PM

Ms. Carpeneti continued reading prepared remarks:

Article 5

ldentifies the persons that may bring actions or
clainms against a benefit corporation for a failure to
pursue general or specific public benefit.

Section 10.60.300 States that persons identified under
AS 10.60.320 may bring an action or claim against a
benefit corporation for a failure to pursue general or
specific public benefits as set out in their articles
or for a violation of duties under this chapter.

Section 10.60.310 Carifies that a benefit corporation
is not liable for nonetary damages for a failure to
create a general or specific public benefit.

Section 10.60.320 Identifies the persons or entities
that may bring a claim or action against a benefit
corporation under AS 10.60. 300.

Article 6

Defines what nust be <contained in the required
bi ennial benefit report; requires that the benefit
report must be held against a third party standard;
establishes a tineline for the delivery of the report
to shareholders; requires public availability of the
report; and directs the benefit corporation to file
the benefit report with the departnent as part of
their biennial report.

Section 10.60.500 Requires a benefit corporation to
file a biennial benefit report as a part of the
bi enni al report required by AS 10. 06. 805.

Section 10.60.510 Declares what nust be contained in

the biennial benefit report. The report wll include
descriptions of how the benefit corporation pursued
the general and any specific public benefit,

ci rcunstances that hindered that pursuit, and why the
third-party standard was selected or changed; an
assessnent of the overall performance of the genera
public benefit purpose held against a third-party
standard; the nane and address of the benefit director
and benefit officer, if any; the conpensation paid to

House Fi nance Conmmittee 20 04/ 17/ 17 1:26 P. M



each director; the conpliance statenent of the benefit
director; and any connection between the creator of
the third-party standard and the benefit corporation.

Section 10.60.520 Requires that, if a benefit director
resigns or is renoved, the benefit report shal
include any witten correspondence regarding the
resignation or renoval

Section 10.60.540 Establishes a tineline for delivery
of the benefit report to the sharehol ders.

Section 10.60.550 Directs the benefit corporation to
post all of its Dbenefit reports on the benefit
corporation’s public website, if the website exists

The posted reports may omt director conpensation,
financial or proprietary information that was included
in the report to the sharehol ders.

Section 10.60.560 Requires a benefit corporation that
does not have a website to provide a copy of the nost
recent benefit report free of charge to any person who
requests it. The report may om t di rector
conpensation, financial or proprietary information
that was included in the report to the sharehol ders.

Section 10.60.570 Requires the benefit corporation to
provide the Departnent of Commerce, Community, and
Economic Developnent with a copy of the biennial
benefit report for filing as a part of its biennial
reports (AS 10.06. 805), omtting any di rector
conpensation, financial or propriety information, and
requires the departnment to establish a fee for the
filing of the benefit report. A failure to deliver the
report or pay the filing fee within six nonths or nore
constitutes a basis for involuntary dissolution of the
benefit corporation (AS 10.06.633). Subsection (c)
allows that the departnent may file the benefit report
in hard copy, rather than electronically.

Article 7

Identifies the process necessary for a benefit
corporation to effect a status change; allows for
sharehol der dissent under a status change; defines
guidelines for the third-party standards; clarifies
that a benefit corporation is not eligible for any tax
exenptions beyond those available for a traditional
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corporation; and states that this chapter does not
pr event a non- benefit cor porate entity from
considering a general or specific public benefit.

Section 10.60.700 Establishes that a status change
(merger, anendnent, etc.) for a benefit corporation or
donmestic entity other than a business corporation nust
be approved by at least a two-thirds vote of all
sharehol ders entitled to vote.

Section 10.60.710 Allows a shareholder to dissent if
t he business corporation anmends its article to becone
a benefit corporation. Sharehol der dissent is covered
under current busi ness corporate statutes AS
10. 06. 574-10. 06. 582.

Section 10.60. 720 Establishes statutory guidelines for
third-party standards used as an assessnment tool in
t he required annual benefit report.

Section 10.60.730 Clarifies that a benefit corporation
is not eligible for any tax exenptions beyond what is
available to corporations that are not Dbenefit
cor por at i ons.

Section 10.60.740 Carifies that this chapter does not
prevent a non-benefit corporate entity from including
the consideration of or donation to a general or
specific public benefit in its general powers.

2:38: 29 PM

Ms. Carpeneti continued reading prepared remarKks:

Article 8

Allows from the creation of regulations for this
chapter; clarifies that this chapter does not affect
non- benefit corporate entities; declares that benefit
corporations are subject to Alaska corporate |aw
unl ess specifically addressed; and defines terns used
in the chapter.

Section 10.60.910 Allows the departnent to adopt
regul ations to inplenent chapter 10.60.
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Section 10.60.920 Carifies that this chapter does not
affect statutes or laws that apply to business
corporations that are not benefit corporations.

Section 10.60.930 Carifies that a benefit corporation
is subject to general Alaska corporate law (AS 10.06
and AS 10.45) wunless specifically addressed by this
chapter, in which case this chapter takes priority
over previsions in previous chapters.

Section 10.60.940 States that a provision of the
articles or bylaws of a benefit corporation nay not
l[imt, be inconsistent with, or superseded a provision
of this chapter.

Section 10.60.990 Defines ternms used throughout the
chapter.

Section 3 Alows the Departnent of Conmer ce,
Communi ty, and Econom ¢ Devel opnment to adopt
regulations to inplenment this Act, not to take effect
before July 1, 2018.

Section 4 Inplenments Section 3 inmediately.

Section 5 Provides an effective date of July 1, 2018
for this Act except for Section 4 (above).

2:38:40 PM

V5. Car penet i provided <closing remarks about Dbenefit
corporations. She delineated that benefit corporations were
formed voluntarily and had the sane tax status of any other
for-profit corporation. The required bi-annual benefit
report was neant to provide accountability to sharehol ders
and offer transparency to investors. She concluded that the
bill est abl i shed a strong f oundati on for benefit
corporations to achieve "mssion alignnent and value
creation" and "created nore flexibility when evaluating
potential sale and liquidity actions."

Vice-Chair Gara asked where the Al aska Statutes addressed a

corporation's duty to maxi m ze t he benefit for
shar ehol ders.

TERRY BANNI STER, LEG SLATIVE LEGAL SERVICES, ALASKA STATE
LEA SLATURE, replied that she was not aware of a specific
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provision in the state's corporate code. She pointed out
that the issue was addressed in a nunber of out-of-state
court cases that decided the only allowable goal of a
corporation was "i mprovi ng t he fi nances of t he
shar ehol der. "

2:40: 56 PM

Representati ve Neuman asked whether an existing corporation
could beconme a benefit corporation and how it would
acconplish the change. M. Carpeneti replied in the
affirmative. She detailed that the transition process was
delineated in Section 10.60.010, which included a
two/thirds vote by its sharehol ders.

Representative Neuman stated that throughout the bill and
on page 16 there was | anguage related to a "specific public
benefit." He wondered how public benefits were defined in

regulation. He felt that excessive regulation would be
necessary to ensure a public benefit. Representative Kito
replied that public benefits would be defined by corporate
boards and shareholders and clearly identified in the
corporate bylaws. Representative Neuman asked whether the
benefit corporations could wite their own regulations.
Representative Kito clarified that the benefits and goals
woul d be included in the corporation's bylaws and the only
guideline in Alaska Statute required that the benefit
corporation would provide a public benefit. Representative
Neuman asked how a "benefit partnership” would form
Representative Kito clarified whether he was referring to a
type of a corporation. Representative Neunan answered in
the affirmative. Representative Kito understood that the
bill created a separate type of corporation and was
uncertai n whet her a partnership was applicabl e.

Ms. Carpeneti did not believe a partnership would qualify
as a benefit corporation.

Representative Neuman provided a hypothetical scenario
where another for-profit corporation provided funds to the
benefit corporation for its public benefit objective.
Representative Kito thought Representative Neuman was
suggesting that one corporation could provide nonetary
support to another corporation. He offered that a benefit
corporation's goal was not to receive grants from other
corporations but to generate revenue from business services
or products and "interact wth the comunity, state, or
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ot her custoners or partners"” based on its byl aws.
Representative Neuman was concerned if there was any
opportunity for noney to flow from one corporation to
another by entering into a partnership with a benefit
corporation that could wite their owm rules on what is a
public benefit or not a public benefit. He queried whether
the scenario was possible. Representative Kito ascertained
that a benefit corporation could enter into an agreenent
with any other corporation as a standard business practice
and supposed that any agreenments would be inplenented
through a contract just |like any corporation could have a
contract with another. The legislation would not change any
existing laws regarding how corporations could interact.
The legislation only allowed a corporation to have other
"goals, values, or directions" other than a fiduciary
responsibility to its shareholders. Representative Neuman
suggested that the for-profit corporation's sharehol ders
m ght be opposed to the public benefit of the benefit
cor porati on. Representati ve Kito t hought t hat t he
shar ehol ders of the for-profit corporation approved
distribution of its nonetary assets or profits and the non-
benefitted corporation had to proceed in accordance wth
shar ehol der wi shes. He thought the scenario was unlikely.
Representative Neuman believed that his scenario was
possi ble. Representative Kito judged that "a corporation
was not able to violate its fiduciary responsibility [to
its sharehol ders] in order to support a benefit
corporation.”

2:50: 14 PM

Co-Chair Seaton suggested a scenario where a sporting
outfitters benefit corporation had a benefit of extending
trails or supported little |eague or other comrunity sports
teans. He surmised that the benefit corporation could not
be sued by its shareholders for supporting its public
benefit goal. He asked whether his understanding was
accurate. Representative Kito answered that a benefit
corporation could act even nore broadly and allow its
enpl oyees to participate in trail building, which was
"counter to the fiduciary responsibility" of a for-profit
corporation. He furthered that if trail building supported
the activity of the benefit corporation's bylaws allow ng
enpl oyees to help build trails, the activity was all owabl e.
Co-Chair Seaton added that corporations could provide
community benefits as long as it was justified as an
activity t hat woul d ultimately boost profit to
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shar ehol ders. He deduced that a benefit corporation allowed
soci al benefits wthout risking shareholder |[|awsuits.
Representative Kito answered in the affirmative.

2:53: 38 PM

Representative Pruitt cited Section 10.60.730 [page 15,
line 3] and read the foll ow ng:

Sec. 10.60.730. Tax exenptions. A benefit corporation
may not claim a tax exenption under AS 43.20 (Al aska
Net Income Tax Act) if the tax exenption is not also
available to corporations that are not  Dbenefit
cor porations.

Representative Pruitt asked whether benefit corporations
were taxed the same as other corporations. He asked for the
best conparison to other types of corporations in terns of

t axati on. MVs. Car penet i r esponded t hat a benefit
corporation would either be a C or S corporation and the
benefit designation did not affect its tax status.

Representative Pruitt asked if the position of benefit
director had the sane voting authority as other directors
on corporate matters. M. Carpeneti answered in the
affirmati ve.

Representative Pruitt asked about specific |anguage |isted
in Article 2 under standards of conduct for directors. He
gueried whether a benefit director was the professional
equal to and subject to the sanme Al askan statutes as any
other type of corporate director. Representative Kito
understood that the one duty a benefit director perforned
that was different froma regular corporate director was to
"manage and oversee the Dbeneficial operations of the
corporation as identified in the bylaws."” He continued that
the benefit director carried out duties wthout the
fiduciary goal but in accordance wth the beneficial
pur pose of t he cor porati on. Representati ve Pruitt
hypot hesi zed a scenario where the benefit director was a
"mnority shareholder." He asked what the "rights of the
sharehol ders were to determ ne whether or not the benefit
director was operating within its bylaws." Representative
Kito replied that the articles of incorporation for the
benefi t cor poration desi gnat ed t he directors

responsibilities. He elaborated that the other directors
had the ability to renove a questioned or underperformng
director and all directors had a responsibility to the
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corporation and its bylaws. Representative Pruitt inquired
about the burden inposed on the other directors in the
process of renoving the questioned benefit director and the
ability to determine his performance. Representative Kito
restated that the corporation's structure was contained
wthin its byl aws.

Ms. Carpeneti interjected that Article 5, Section 10.63.20
outlined the process and the right to bring action by the
sharehol ders. Representative Pruitt remarked that current
statute was "pretty extensive" regarding renoving a
director that was not operating within the corporation's
bylaws and wanted to ensure the provisions applied to
benefit corporations to protect the sharehol ders.

Representative Pruitt questioned the definition of genera
public benefit. He wondered who determ ned what a general
public benefit neant and who wote the regulations
regarding what a public benefit was. He referred to page
16, line 8 and read the foll ow ng:

(7) "general public benefit" nmeans a material positive
effect on people and their surroundings, taken as a
whol e, assessed against a third-party standard;

Representative Kito replied that a national B corporation
organi zation existed and worked with benefit corporations
around the country. He elaborated that the organization
identified standards and clearly identified what types of
public purposes a benefit corporation could participate in
or support.

Ms. Carpeneti added that B Lab Corporation was the national
organi zation that provided third party consultation and
lists of third party standards. She exenplified that a
third party standard existed for agriculture and offered to
provide the list. She informed the comrittee that many
kinds of third party standards existed in many other areas
that a benefit corporation evaluated itself against for the
pur pose of its biannual report.

3:02: 22 PM

Representative Pruitt requested a copy of the standards
list. He wondered whether the benefit had to correlate with
the type of business the benefit corporation engaged in.
Ms. Carpeneti responded that the benefit did not have to
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correlate with the product or services the corporation
provi ded. Representative Kito provided a hypothetical

exanple to illustrate the point.

3:03:59 PM

Vice-Chair Gara appreciated the representative bringing the
bill forward and rem nded the commttee that a simlar bill
was heard |ast year. He spoke of a philosopher who stated
that "the reward is the deed itself.” He surmsed that a

corporation who did perform public benefits to gain profits
from its good works, but did not alert the public could
expose it to shareholder |aw suits. He wondered whether the
benefit corporation could engage in public benefits wthout
the threat of shareholder law suits. Representative Kito
indicated that the "disposition of profits" for a for-
profit corporation was at the discretion of the directors.
However, wi thout sharehol ders"” support the corporation
could be sued. The benefit corporation was |argely inmmune
to fiduciary shareholder l|awsuits as long as the public
benefit was consistent wth its identified beneficial
purpose. Vice-Chair Gara alluded to conparisons with Al aska
National Interest Lands Conservation Act (ANILCA) that
al l oned native corporations to "benefit their sharehol ders”
and were also protected from |lawsuits for creating social
service organizations. He believed the bill allowed for
nore freedom and stated his support. Representative Kito
deduced that HB 124 offered additional benefits for native
corporations. He suggested that an Alaska Native C ains
Settl enment Act ( ANCSA) corporation m ght choose to
designate sone beneficial functions to support cultural or
sharehol der activities as a benefit corporation that was
restricted under current corporate statute.

Co-Chair Foster welconed invited testifiers.

3:08:12 PM

STEPHEN TRI MBLE, FOUNDER AND CEO, ARCTIC SOLAR VENTURES,
ANCHORAGE, spoke in favor of the legislation. He relayed
that his conpany was a solar design and installation
conpany serving residential and comrercial «clients. He
remarked that his conpany wanted to beconme a benefit
corporation and he thoroughly examned the bills and |aws
in other states pertaining to benefit corporations. He
shared that 30 states enacted legislation allow ng benefit
corporations. He thought that the legislation was integral

House Fi nance Conmmittee 28 04/ 17/ 17 1:26 P. M



to his conmpany's survival. He nentioned the grow ng
interest in benefit corporations and reported having
coached at least 5 conpanies that wanted to peruse benefit
corporation designation out of many others that desired the
designation in Al aska. He el aborated on the invol venent and
function of B Lab Corporation and explained that they were
the third party international certification organization
that hel ped benefit corporations who were accountable from
a reporting perspective. The conpany offered the "B Corp

Certification" that was a business certification and
offered a conpendium for the legal protections for benefit
corporations by state. He shared that his conpany received
the certification out of only tw in Alaska and four
t housand worl dwi de. The certification and recordi ng process
was extrenely rigorous. He detailed that his conpany
enacted changes to its bylaws to state its beneficial

purpose and acted in the manner of a benefit corporation
but lacked the legal protection in the state. He pointed
out t hat "mssion driven businesses were becom ng
increasingly inportant to the future of Dbusiness both
inside and outside of Alaska.”" He spoke of the mllennia

wor kforce that would conprise 78 percent of the active
wor kforce by 2025. He relayed that 77 percent of the
m |1 ennial workforce considered mssion driven business as
a factor for enploynent. He relayed that all of his job
candi dates applied due to the fact that the conpany was a
certified B corporation and had a "commtnment to society
and the environnent.' He felt the B corporation status
attracted quality enpl oyees and i nvestnent.

3:14: 04 PM

Representative Pruitt asked what type of corporation his
conpany was registered as in Alaska. M. Trinble responded
that the conpany was a C corporation that elected taxation
as an S corporation. Representative Pruitt asked about the
nunber of shareholders. M. Trinble replied that his
corporation had 5 shareholders and was snall and privately
hel d. Representative Pruitt assunmed that the percentage of
ownership anmong shareholders varied. M. Trinble answered
in the affirmative.

3:15: 04 PM

W LLIAM CLARK, ATTORNEY, DRI NKER, BINDLE, AND REALTH
PENNSYLVANI A, reported that he was a corporate lawer in
Phi | adel phia and worked in support of benefit corporation
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enactnent in a nunber of states pro bono. He offered that
Washi ngton D.C. adopted the legislation along with 30 other
states. He delineated that the first law permtting benefit
corporations passed in 2010 and now over 5000 were in
exi stence. He reported that Delaware who "set the tone for
all United States (U. S.) [corporate] |aw' authorized the
| egislation four years ago and had alnobst one thousand
registered B corporations. The Chief Justice of Delaware
supported the ~concept in order to avoid shareholder
| awsuits. He spoke to the discussion concerning corporate
governance issues and the renoval of directors. He
enphasized that "the benefit corporate statute relied

conpletely on the normnal exi sting rules for al
corporations wth respect to the governance of the
corporation.” How the benefit director was elected,

removed, or whether the shareholders approved of the
director's decisions were controlled by existing corporate
law. The B Corporations were "run exactly |ike other
busi ness corporations” which was why the tax status was the
sanme as for-profit corporations. Therefore, the only change
was the new rul es concerning governance and not structure.
He appreciated the comm ttee discussion.

3:19:25 PM

Representative Otiz asked whether there were any genera

opposition in the country to benefit corporation. M. dark
replied in the negative. He qualified that the one
persistent question was whether the l|aw establishing B
Corporations was necessary. He elucidated that |ega

challenges to director's decisions were rare. The |awsuits
that often occurred related to the change in control of the
corporation due to sale. In that scenario, the |aw was
"very clear" that the director's duty was to maxim ze
profit over mssion in the transaction. He thought a
wi despread understanding of the positive consequences of
the concept was evident due to the unaninmous votes in 13
states in support of the |egislation.

Representative W/ son asked about the tax status. She asked
whether a "C' Corporation that becane a "B" Corporation was
taxed as a "C' Corporation. M. dCark answered in the
affirmative.

3:21: 56 PM
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Vice-Chair Gara recalled a situation where a corporation
created a daycare for its enployees and the sharehol ders
sued the conpany. He asked whether M. dark was aware of
the case. M. dark was unaware of the situation but
mai ntained that the situation was what "B" Corporation
stat us addressed.

Representati ve Neuman asked whether there were any current
| awsuits from the general public that questioned the public
benefit of the benefit corporation. M. Cdark responded in
the negative and added that the |aw prohibited the general
public to challenge the actions of its directors. However,
shar ehol ders had sued directors of cor por at i ons.
Representative Neuman wondered about the anount of
shar ehol der chall enges for benefit corporations. M. Lucas
responded that he was unaware of any sharehol der chal |l enges
to benefit corporations but they were comobn wth
traditional corporations. He named Revlion, eBay, and
craigslist.

Representati ve Pruitt i nquired whet her a benefit
corporation that wanted to benefit its enployees had to
list the benefit in its bylawns. M. Cdark answered in the
negative and offered that two concepts in the law were
significant. He detailed that one concept was a general
public benefit that produced a "material positive effect”
for the conpany's stakeholders. The other concept was the
"ability to specify" an explicit public benefit. The
corporation that did not elect a specific public benefit
but was commtted to a material positive effect on its
st akehol ders could include activities or benefits that
benefitted its enployees and how it acted in the conmunity
as a corporate citizen. He sunmmarized that there was a
general benefit approach and in addition a "precise
m ssion"” if elected. Representative Pruitt clarified that
general benefits to the public were specific to "B"
corporations but benefits to enployees were not exclusive
to benefit corporations. He asked whether a regqgular
corporation could include enployee benefits in its byl aws
or had to register as a benefit corporation to provide
benefits to its enployees in order to shield the
corporation from litigation. M. Cark speculated that two
di fferent concepts were under discussion. He expounded t hat
every benefit corporation was conmtted to the first
concept as stated on page 3, [lines 1 through 9] Section
10. 60. 030 that was derived from the business and operation
of the benefit corporation and intended to result in
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mat erial positive inmpact. The corporation could also elect
to specify a particular mssion [Section 10.60.040., page
3, line 10]. Both the general commtnent and the specific
commitment were part of a benefit corporation. He pointed
out that a normal corporation could amend its bylaws to
include a specific benefit but was not subject to benefit
corporation statutes.

Co- Chair Seaton OPENED Public Testinony.
Co- Chair Seaton CLOSED Public Testinony.

HB 124 was HEARD and HELD in commttee for further
consi derati on.

#hb25
HOUSE BILL NO. 25

" An Act rel ating to i nsurance cover age for
contraceptives and related services; relating to
medi cal assistance coverage for contraceptives and
related services; and providing for an effective
date."

3:31: 21 PM

REPRESENTATI VE MATT CLAVMAN, SPONSOR, read a prepared
statement :

Good afternoon nenbers of the Committee, for the

record, ny nane is Matt Caman, and | am the State
Representative for House District 21 in \West
Anchorage. First off, | would like to thank you all
for hearing House Bill 25 this afternoon.

All across Al aska, wonen do not always have ready
access to wonen's health services. Wnen |iving and
working in rural areas, the tourism industry, the
mlitary, and on the North Slope face additional
barriers, geographical and otherwise, to obtaining
greater access to fam |y planning options.

Currently, wonmen who use hornonal contraceptives nust
return to the pharmacy every nonth to three nonths to
refill their prescriptions. House Bill 25 requires
health insurers to offer consuners the option to
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receive a 12-nonth supply of hornonal contraception at
a tinme. The wonen in ny famly support House Bill 25,
and that tells me a lot. They support it not only
because it is often tinme consum ng and inconvenient to
obtain a prescription contraceptive every 3 nonths or,
in some cases, every nonth, but they support it
because t hey know t hat i mproved access to
contraceptives neans huge reductions in unintended
pregnanci es.

Uni ntended pregnancy has a profound effect on the
overall well-being of Alaskan famlies. Unintended
pregnancy is associated wth adverse maternal and
child health outcones. Along wth health concerns,
uni ntended pregnancy is a dramatic cost driver to
public health prograns. | believe, and | hope the
menbers of the comrittee wll agree, that wth
Al aska’s financial challenges, we should | ook for ways
to reduce costs in the short-term and long-term and

this bill does exactly that.
House Bill 25 makes sense for Alaskan wonen and
famlies. Wth that, | wll turn it over to ny staff,

Lizzie Kubitz, to explain the details of the bill.

LI ZZI E KUBI TZ, STAFF, REPRESENTATIVE MATT CLAMAN, read from
a prepared statenent:

Thank you nmenbers of the conmttee, for the record, ny
name is Lizzie Kubitz and | am staff to Representative
Cl aman. Thank you all for hearing House Bill 25 today.

House Bill 25 would require health insurance conpanies
to, at the request of the consunmer, provide coverage
for a 12-nonth supply of contraceptives at one tine
and provide reinbursenent to a health care provider or
di spensi ng entity. I n t he bill, prescriptive
contraceptives include hornonal contraceptives, nanely
oral contraceptives, comonly known as “the pill.”

Section 1 of the bill lays this out. Section 1 also
gives health care insurers the ability to enact
reasonabl e cost containment neasures. In subsection

(d), cost containnment is defined as incentivizing the
use of generic or |lower cost nedications or the use of
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health care providers or pharnmacies that offer
services or prescriptions at a | ower rate.

The inclusion of this |anguage gives insurers the
ability to steer towards generics as a cost
contai nment strategy—a provision that the Departnent
of Admnistration has advocated for as it could
substantially reduce their costs in covering a 12-
nmont h supply of birth control

However, subsection (e) states if the covered
t herapeutically equivalent version of a prescription
contraceptive is not available or is considered
medi cally inadvisable by the health care provider of
the insured, a health care provider shall provide
coverage W thout <cost sharing for an alternative
t herapeutically equivalent version of the prescription
contraceptive that is prescribed for the insured.

The inclusion of this |anguage nekes it clear that

even though insurers will be allowed to steer towards
generics, if a particular generic or brand is
determ ned nedically inappropriate by the health care
provider, then the insurer nust accombdate the
i nsur ed.

3:35:55 PM

Ms. Kubitz continued to read a prepared statenent:

Finally, Section 1 also includes a religious
exenption, so health plans sponsored by certain exenpt
religious enpl oyers are not subj ect to t he
requi renents of Section 1

Section 2 amends AS 39.30.090(a), which relates to
policies of group insurance covering state enployees—
by adding a new subsection (13) to capture group
health insurance policies covering enployees of a
partici pating governnental unit.

Section 3 amends AS 39.30.091, which relates to self-
i nsurance and excess | oss insurance—by addi ng | anguage
to capture a self-insured group nedical plan covering
active state enpl oyees.
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Sections 2 and 3 clarify that the requirenents of
Section 1 apply to active state enployees. | will note
for the record that Mchele Mchaud from the
Departnment of Admnistration is present to answer
questions relating to Title 39.

Section 4 directs the Departnment of Health and Socia
Services to cover the 12-nonth supply of prescription
contraceptives for eligible recipients of nedical
assi st ance.

Section 5 directs the Departnent of Health and Socia
Services to anend and submt for federal approval a
state plan for nedical assistance coverage consistent
with Section 4.

Section 6 is a conditional effect of Section 4 of the
bill, and

Sections 7 and 8 pertain to effective dates.

One mmjor premse behind House Bill 25 is that when
wonen have greater access and availability to
contraceptives, unintended pregnancies are reduced.
Reductions in wunintended pregnancies have a direct
cost savings to the state, which is reflected in the
fiscal notes from the Departnent of Health and Socia
Services. And | will note for the record that Margaret
Brodie from the Departnent is online and available to
answer questions about the departnent fiscal notes.

According to a study, which |I believe is in your bil
packets, in 2010, 48% of all pregnancies in Al aska
were unintended. Additionally, the study estimates
that 64.3% of the unintended pregnancies in 2010 were
publicly funded. As a State, Alaska spent $113.7
mllion on unintended pregnancies. O that, $70.8
mllion was paid for by the federal governnent and
$42.9 nmllion was paid by the state.

An additional study, included in your packet, |ooks at
84,000 wonen in California who were given various
supplies—2 nonth, 3 nonths, and yearlong—ef oral
contraceptives . The researchers of that study
observed a 30% reduction in the odds of conceiving an
uni nt ended pregnancy when given the yearlong supply of
oral contraceptives. That study also showed that over
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the course of the year, California’s famly planning
program paid $99 nore annually for wonen who received
3 cycles, and $44 nore for wonmen who received one
cycle, than it did for wonen who received a yearlong
supply all at once. This was nostly due to the costs
of associated visits and the higher use of pregnancy
tests anmong wonen who received fewer cycles. Wnen who
received 3 cycles were alnost twice as |likely as wonen
who received the 12-nonth supply to visit a clinic to
get a pregnancy test.

It is inportant to note that this bill does not change
who is eligible for coverage. Wat the bill does is
allow wonen, who already receive coverage for
prescription contraceptives, to receive, if she so

chooses, 12 nonths of that prescription at one tine.

| wanted to take a nonent to address some concerns we
have received from the Al aska National Federation of

| ndependent Business (NFIB) and Anerica’'s Health
| nsurance Plan (AH P).

The NFIB has brought forward concerns about whether
this bill would apply to the state enployee prograns.
We have addressed that concern with the inclusion of
| anguage found in Sections 2 and 3 of the bill.

An additional concern fromthe NFIB is the cost burden
of supplying 12 nonths of contraception at one tine.
In response to that concern, nultiple studies over the
past two decades have found that contraceptive
coverage does not raise insurance premuns and that
enpl oyers providing such coverage can, in fact, save
nmoney by avoiding costs associated wth unintended
pregnancy. The average commercial insurer paynment for
all maternal and newborn care ranges from $18,000 to
$28,000. The average hornonal birth control costs
range from $100 to $600 a year. By preventing just one
uni nt ended pregnancy, an insurer can save a m ni num of
$17,000. That is enough savings to pay for 29
addi ti onal years of contraception.

AHI P al so brought forward concerns.
Their initial concern is that a 12-nonth supply of

contraceptives could conprom se patient safety, due to
potential decreased visits to a prescribing physician,
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3:41:

and efficacy, due to potential inproper storage of a
12-nmonth supply of birth control.

To address the concern of safety—+esearch shows that
birth control pills can be safely prescribed based on
a careful review of your nedical history and blood
pressure neasurenent. For nobst wonen, no further exans
are necessary. A Centers for Di sease Control and Wrld
Heal t h Organi zati on st udy in 2013 recommended
di spensing a year’s supply of contraception and
advising wonen to return at any tinme to discuss side
effects, other problens, or changing the nethod being
used, but that no routine followup is required.

21 PM

To address the concern of efficacy—according to the
Centers for Disease Control and Prevention, oral
contraceptives have a shelf Ilife of three to five
years, depending on the manufacturer. This tinefrane
can be dim ni shed depending on things |ike tenperature
and noisture, but we trust that wonmen who would opt
for a 12-nmonth supply (wonen who are regular users of
hornonal contraception) know how to properly store
t heir nedicati on.

Addi ti onal concerns from AH P include waste, fraud,
and abuse.

To address the concern of waste—+n the study included
in your bill packets, researchers in California found
that wonmen who were dispensed a yearlong supply on
average “wasted” about one <cycle of prescription
contraceptives. Wasting one cycle of pills is fairly
insignificant in conparison to the cost savings, such
as fewer total <clinician and pharmacy visits, the
costs associated with pregnancy, and so on.

Overall, House Bill 25 would have huge advantages for
Al askan worren. From elimnating the inconvenience of
refilling their prescription every 1 or 3 nonths at a

time, to the real inability for sone Al askan wonen to
nmake it to the clinic, hospital, or pharnmacy to refil

that prescription at all. Fisherwonen sonetines spend
3 to 4 nonths out on a boat at one tine. Wnen who are
attending college often have busy schedul es bal ancing
school and a job. Wwnen in rural Al aska often have
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trouble making it to the clinic or hospital due to
lack of transportation and limted operating hours.
This bill ensures the freedom for Al askan wonen to
make deci sions about their health and their futures.

Ms. Kubitz offered to answer any commttee questions.

3:43: 50 PM

Representative WIson asked for the definition of
uni nt ended pregnancy. Ms. Kubitz replied that the pregnancy
was not pl anned or desired by t he i ndi vi dual
Representative WIson countered that it was necessary to
know which definition applied - unplanned or undesired. She
spoke to concern about the fiscal note. She spoke to
statistics and the distinction between unplanned and
unwanted. She believed that not all wunplanned pregnancies
wer e unwant ed.

Co- Chai r Seat on asked Representati ve W son for
clarification. He provided the scenario where a woman
m sses taking the pill due to a one nonth or three nonth

prescription and wondered what distinction she inquired
about. Representative WIlson referred to analysis in the
fiscal note and expected savings regarding the nunber of
uni nt ended pregnanci es due to t he twel ve nont h
prescription. She deduced that the "whole prem se behind
the savings in the fiscal notes" was based on unintended
pregnanci es. She relayed from personal experience that it
was not a problem to obtain contraceptives for an extended
period. She believed the distinction between unplanned and
"unwant ed" was germane to the fiscal notes.

3:46: 13 PM

Ms. Kubitz replied that the statistics only applied to the
rates of unintended pregnancies. She cited the study
["I ncreased Contraceptive Supply linked to Fewer Unintended
Pregnanci es” University of California San Francisco (copy
on file)] statistics that reported a 30 percent reduction
in the odds of a pregnancy and a 46 percent decrease in the
odds of an abortion for wonen given a one-year supply of
birth control. She noted that the "whole point" of the bill
was for wonen to receive the entire supply of the
contraceptive prescription for a 12-nonth period. She
stated that if wonmen had access they were nore likely to
use It whi ch [imted t he chance of pregnancy.
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Representative WIlson reiterated her belief that wonen had
access to contraceptives. She asked whether the bill nade
contraceptives available for nen as well.

Representative Claman replied that "sadl y" hor nonal
prescription contraceptives were not available for nen.

Representative WIson opined that condons could be provided
for nmen. She remarked that wonen nust renenber to take the
pill on a schedul ed basis or they risk pregnancy. The issue
did not apply to condom use. She believed the |egislation
pl aced the burden and fault on wonen. M. Kubitz discerned
that adding condons would erode the cost savings in the
fiscal note. The <cost savings in the fiscal note was
predi cated on the anobunt of unintended pregnancies avoided
when wonen were prescribed a twelve nonth supply of
contracepti ves. Representative WIson wondered whether
current statute prohibited a twelve nonth prescription.

MARGARET BRODI E, DI RECTOR, DVISION O HEALTH CARE
SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES
responded that currently all prescriptions were avail able
for the maximum of 90 days. Representative WIson asked
where she could find the provision in statute. M. Brodie
was uncertain and offered to provide the information |ater.

Representative WIlson referred to Page 1, line 11 of the
bill concerning voluntary sterilization procedures and
wondered whether the provision applied to both nen and
wonen. Ms. Kubitz thought the provision applied to both
sexes. She stated that the provision was added to ensure
sterilization was a covered service.

Ms. Brodie conveyed that sterilization was covered for both
sexes.

3:52:24 PM

Representative Neuman understood that contraceptive pills
were also used for other purposes such as mgraines. He
inquired whether other wuses were covered. M. Kubitz
answered in the affirmative. Representative Neuman asked
Representative Claman about facts in the sponsor statenent.
He referred to the $42.9 nmllion cost to the state for
uni nt ended pregnancies and asked for a breakdown of costs.
Ms. Kubitz reported that the nunber was based on a study
included in nenbers bill packets from the Quttmacher
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Institute titled, "State Facts About Unintended Pregnancy”
(copy on file). She informed the comrittee that the data
was from 2010 and was the nost recent available. In Al aska,
the state and federal governnments spent $113.7 mllion for
uni nt ended pregnanci es broken down to $70.8 mllion or 52
percent was spent by the federal governnent and $42.9
mllion was spent by the state.

Co-Chair Seaton verified that the cost savings resulted in
the avoidance of the wunintended pregnancies. M. Kubitz
nodded affirmatively.

Representative Neurman nmaintained that he wanted a better
understanding of the costs associated with the savings. M.
Kubitz deferred to Ms. Brodie to clarify the nunbers.

3:57:10 PM

Ms. Brodie relayed that the cost savings to the Medicaid
program was $1.355 million that represented the cost of 420
uni ntended pregnancies for the cost of delivery, nedical
services, and prenatal doctor visits. Representative Neuman
was "trying to add validity" to the statenents provided.

Representative Genn quoted the following from the
GQutt macher Institute docunent:

In 2010, 3000 or 64.3% of unplanned births in Al aska
were publically funded...

Representative Genn calculated fromthe $43 million figure
that the cost was roughly $14.3 thousand per unintended
pregnancy. He deduced that the anbunt was approximte to
the cost per delivery from his personal experience. He
deened that the facts provided in the sponsor statenent
were accurate. He thought that conplicated births were
factored into the calculations. Ms. Brodie answered in the
affirmative.

Co- Chair Seaton wondered whether the fiscal note reflected
the cost of the contraceptives or savings from avoided
births. Ms. Brodie explained that the fiscal note reflected
the savings from unintended pregnancies. The state
currently paid for the cost of the contraceptives four
times a year along wth dispensing fees each tine
therefore; no additional funding for the contraceptives
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were necessary. She added that the costs for contraceptives
woul d i kely decrease due to fewer dispensing fees.

Representative G enn suggested that the intent of the bill
was to provide access. He wondered whether the intent of HB
25 was providing access or cost savings. Representative
Claman responded that the intent was both, a cost savings
to the state and better access.

4:02: 02 PM

Representati ve Kawasaki agreed with the underlying bill. He
had personally obtained a 90-day prescription for the
| egi slative session and had to go to Fred Meyer to have it
refilled. He wondered whether a physician typically
prescribed for twelve nonths or did Iength of prescriptions
correspond with refills. M. Kubitz understood that |ength
of prescription was dependent on what the insurance
conpani es covered. Representative Kawasaki wondered whet her
there m ght be sone situations where a physician would not
want to prescribe a 12-nonth prescription for birth
control. Ms. Kubitz responded that the purpose of the bil
allowed a woman to opt for a 12-nonth prescription but
ultimately t he deci si on bel onged to t he doct or.
Representative Kawasaki inquired whether the choice was
ultimately up to the patient if the 12-nmonth prescription
was advisable. M. Kubitz responded that a twelve nonth
supply was an option rather than mandatory.

Representative Guttenberg relayed information from personal
experience about the difficulty of obtaining the refills
for his personal prescriptions that was prescribed every 30
and 90 days. He suggested that the way pharnmaceuticals were
prescri bed was part of the inherent problem of escalating
costs. He thought that the way drugs were prescribed by
statute was burdensonme and expensive for the state. He
remar ked that Al aska was doing health care by statute. He
asked for clarification. MVs. Brodie responded that
prescribing had to be addressed in statute so the insurance
conpany would know coverage was possible for the entire
period of tine.

4:07:44 PM

Vice-Chair Gara appreciated and supported the bill.
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Representative WIson asked whether Al aska Care prohibited
a wnman from receiving a 12-nonth prescription for
contracepti ves.

M CHELE ™M CHAUD, CH EF HEALTH OFFI Cl AL, DIVISION OF
RETI REMENTS AND BENEFI TS, DEPARTMENT OF ADM NI STRATI ON,
replied that currently the plan allowed for 90 days but the
plan admnistrator who was the Conmi ssioner of the
Departnment of Adm nistration could change the anount of

cover age. Representati ve W son asked whet her a
contraceptive prescription could be extended before the 90
day period ran out through a phone call. M. M chaud

responded in the affirmative and added that Al aska Care
al l oned for vacation overrides. Representative WIson asked
whet her any type of contraceptive coverage was avail able
for nmen. M. Mchaud responded in the negative and
elucidated that condons were not covered under the plan.
Representative WIson asked whether she was aware of other
provider's practices regarding contraceptive extensions.
Ms. M chaud responded that she was uncertain of how other
provi ders handl ed the situation. She assunmed other insurers
had simlar provisions. Representative WIson requested
nore information identifying the problem and wondered what
the bill was "trying to fix."

Representative GQuttenberg asked for a definition of a
vacation override. Ms. Mchaud explained that the vacation
override was variable and was based on the individual's
circunstances and needs. She elaborated that the override
had to be requested each tinme it was necessary, even if
work travel was routine and overrides were needed for each
90-day prescription

Vice-Chair Gara also nentioned problens when getting his
personal prescriptions refilled. He wondered whether a
person's doctor had to be contacted when a contraceptive
prescription needed to be refilled. M. Kubitz responded
that it depended on whether refills were part of the
prescription. She rem nded the conmttee that the point of
the bill was access to a twelve nonth supply all at once

She pointed out that other circunstances interfered wth
wonen getting to a pharmacy and/or obtaining refills every
90 days.

4:13:41 PM
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Representative Pruitt asked what percentage of insurance
plans were separate from Alaska Care in the state. M.
Kubitz responded that the bill enconpassed Al aska Care,
Medicaid recipients, and private health insurers. She did
not know actual percentages.

Representative Pruitt asserted that the state was unable to
regulate all private insurers. He wondered what percentage
of private insurances the bill affected. Representative
Claman responded that the bill applied to private sector
insurers and underwiters who covered enployees in the
state.

ANNA LATHAM DEPUTY DI RECTOR, | NSURANCE DI VI SI ON,
DEPARTMENT OF COVMERCE COVMUNI TY AND ECONOM C DEVELOPEMNT,
replied that roughly 50 percent of the plans were captured
under the bill. She detailed that the Enployee Retirenent
| ncone Security Act (ERISA) plans and the self-insured were
exenpt but large and small group plans and State of Al aska
plans were covered under the |legislation. Representative
Pruitt asked that if Alaska Care and Medicaid recipients
were carved out what percentage of covered plans were left.
He felt the legislation's nandate affected small "nmom and
pop" conpani es.

4:17:30 PM

SARAH BAI LEY | NSURANCE SPECI ALI ST 11 - | NSURANCE
DI VI SI ON, DEPARTMENT OF COMVERCE, responded that the
di vision regul ated approximately 20 percent of the health
care market in Alaska including, individual, small and
| ar ge enpl oyer.

Representative Pruitt asked whether there was anything that
prevented private insurers from inplenmenting the twelve
nonth contraceptive coverage. M. Bailey responded in the
negati ve.

Representative Pruitt determned that the bill nandated 12-
nmont h contraceptive coverage to 20 percent of the insurance
market in the state. He wondered whether his statenent was

accur at e. Ms. Lat ham answered in the affirmative.
Representative Pruitt asked about the religious exenption
in the bill. He read the following [page 3, lines 1 through
10] :

the state a health care insurance plan in the group
market 1 to a religious enployer is exenpt from the
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requirenents of this section with respect to the
health care insurance plan of the religious enployer
if the religious enployer opposes the coverage
required under this section and is an

(1) organization that neets the criteria set out in
26 U.S.C. 6033(a)(3)(A (i) or (iii) (Internal
Revenue Code of 1986), as amended; or

(2) eligible organization that has self-certified in
the form and manner specified by the United States
Secretary of Labor or has provided notice to the
United States Secretary of Health and Human Servi ces,
under the requirenents set out in 45 CF. R
147.131(b) (1) - (3).

Representative Pruitt comrented that there were enployers
that had legitimate religious concerns. He wondered what
protections the |legislation provided to enployers wth
religious affiliations. M. Latham responded that based on
her assessnment religious groups were exenpt.

Ms. Kubitz pointed out that the bill was tailored to natch
provisions in the Affordable Care Act (ACA) regarding
religious enployers and organizations exenptions. She
believed that the 12-nonth contraceptive mnandate did not
apply to the religiously exenpt group.

Representative Pruitt remarked that ACA could be repeal ed.
He asked whether religious entities would be able to
mai ntain their exenptions. M. Latham responded that if the
ACA was repealed so would the contraception mandate and
religious organizations and wuld "probably need an
exenption." Representative Pruitt suggested that the bill
created a mandate regardless of the ACA. He disagreed and
asserted that HB 25 was based on the ACA as a guideline to
some of the provisions in the bill. Representative C aman
was unsure how a court would handle the situation. He
predicted that the departnment and courts would provide
exceptions. The intent in the bill provided for religious
exenptions and he thought that a court would interpret the
exenption to apply even if the ACA was repeal ed or altered.

4:24:41 PM

Representative Pruitt renenbered that years ago a previous
proposed constitutional anmendnent neant to protect the
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Permanent Fund Dividend referenced an existing statute. A
legal opinion regarding the anmendnent determ ned that
attaching it to existing statute that was possible to alter
was tenuous. He believed that the same argument applied to
the religious exenption provision in HB 25. Representative
Cl aman thought that the nunber of hypothetical argunents
were limtless and maintained that he answered the question
to the best of his ability.

Vice-Chair Gara recommended adding a date to the statues
that referenced the ACA provisions and noted that there was
precedent for that type of clarification. He exenplified
t he | anguage, "as existed on January 1, 2017" and suggested
that the |anguage could be added |ater by anending HB 25.
Representative Cl aman agreed to exani ne the issue.

Co-Chair Seaton surmsed that Section 1 contained the

| anguage, "the health care insurer that offers" and
interpreted that if the ACA was repealed the provisions
would not apply. If the insurer no longer offered

contraceptive coverage due to the repeal the statute no
longer applied to those insurers. He thought that the
scenario was "frustrating." Healthcare was driving nmuch of
t he budget and econony of the state. He believed that the
di scussion should focus on passing bills that help contro
costs and inprove efficiency in the health care system

4:28:32 PM

Representative WIson shared her concern that Al aska Care
and Medicaid could change the policy on its own and if so,
why it wasn't changed. She wondered if the legislation
woul d force a doctor to prescribe a 12 nonth prescription
She stated that sone doctors wanted to see patients every
three nmonths. M. Kubitz replied that the bill did not
pl ace a nmandate on the doctors. Mst doctors who prescribed
contraceptives would not think that numerous checkups were
necessary. Representative WIson inquired whether any
i nsurance conpany could provide information regarding the
necessity of the legislation and what if anything prevented
them fromcovering a 12 nonth supply of contraceptives.

Vice-Chair Gara was given the gavel to tenporarily chair
t he neeting.

Vi ce-Chair Gara OPENED Public Testi nony.
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ALYSON CURREY LEG SLATIVE LI Al SON, PLANNED  PARENTHOOD
VOTES NORTHWEST AND HAWAI |, read a prepared statenent:

Thank you, M. Chair and nenbers of the conmittee for
the opportunity to testify today. My nane is Alyson
Currey. | am a resident of Juneau and | represent
Pl anned Par ent hood Votes Northwest & Hawaii .

Pl anned Parenthood has provided birth control and
ot her high-quality health care across the nation for
nore than 100 years and we strongly support HB 25. In
Al aska, we currently serve nore than 7,700 patients,
whi ch includes providing birth control to nearly 3,000
wormen. There are many different kinds of birth
control, and no one nethod will work for every person
at every stage of their life. Wnen who are not
satisfied with their contraceptive nethod, are |ess
likely to use it consistently. Therefore, every person
should have full access to the birth control nethod
that works best for them wthout barriers based on
cost and regardless of their insurance plan, in order
to increase consistent use. House Bill 25 would
remove such barriers.

Fam |y planning is a basic economc issue for wonen
and famlies. Unintended pregnancies put wonen at
greater risk of honelessness, famly hunger, poor
birth outcones, and |ong-term dependence on publicly
funded prograns. Family planning also creates costs
savings for public and private insurance plans.
Al l owi ng wonen to access a full range of FDA-approved
contraceptives and providing a year’s supply of birth
control instead of limting dispensing to one or three
cycles lowers direct <costs on followup visits,
pregnancy tests, and long-term costs associated wth
uni nt ended pregnanci es.

Ei ght other states have passed legislation simlar to
HB 25, including Washington, Virginia and California
In an analysis of California’s bill, the California
Health Benefits Review Program found that t he
reduction in unintended pregnancies and doctor visits
would result in about $42.8 mllion in savings for the
state in its first year of existence. AK s cost-
savings analysis of HB 25 shows a higher savings per
capita
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By taking steps to decrease unintended pregnancies,
the state will decrease its long-term social service
spendi ng and save nobney. Please support conprehensive
birth control access for all wonmen and vote yes on HB
25.

4:35:23 PM

ELI ZABETH FI GUS, SELF, SITKA, spoke in favor of HB 25. She
shared that she was a doctoral student at the University of
Al aska in Fairbanks and Juneau resident and in the summer
nmont hs she skippered a troll fishery tender. She felt that
the bill was a "no brainer” in a state where so many people
worked in renpote |ocations seasonally. She spoke about the
unnecessary expense and difficulty in finding any tine for
doctor's appointnents or pharmacy visits during her busy
fishing season. She believed the bill was only about
streanmlining prescription pick-ups. She was certain that
the commttee "understood the inportance of economc
efficiency for all Alaska residents.” She urged nenbers to
vote "yes" on the bill.

4:37:04 PM

ELI ZABETH EI LERS, SELF, JUNEAU, spoke in favor of HB 25.
She stated that "politicians cannot grow the econony and
sinmultaneously limt access to birth control” and thought
that the "state's economc health and wonen's reproductive
health were linked." She indicated that she paid a high
amount for birth control and believed that created numerous
chal l enges to access. She spoke of the high costs of all
types of birth control in out-of-pocket expenses. She
t hought neaningful access to a variety of nethods was
"critical" and a wonen's right. She maintained that w thout
i nsurance coverage the cost of birth control was
unattai nable. She urged nenbers to support HB 25 and "not
| eave wonen behind. "

4:38: 58 PM

ALI CA CARG LL, POLICY SPECI ALI ST, ALASKA NETWORK ON
DOVESTIC VIOLENCE AND SEXUAL  ASSAULT, supported the
| egi sl ation. She spoke to "contraceptive coercion," access,
and equity. She relayed that in FY16 her agency served over
6,300 wonen and was "heavily invested in reproductive
heal th, access, and equity." She explained that "power and
control was the overall basis of donestic violence and
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sexual assault." She stated that "a victims autonony was
fundamental in both preventing and responding to violent
acts. One critical elenent of this autonony was access to
both affordable and consistent reproductive healthcare.™
She felt that the bill enabled a wonen's autonony. She
expl ained that contraceptive coercion was when an abuser
controlled a wonan's ability to contraceptive access and

use. She explained that the bill expanded coverage for
| ong-acting reversible contraceptives such as intrauterine
devices and inplants and assisted the woman living as

safely as possible in the short-term She felt that
uni nt ended pregnancies could occur wthout the |ong-acting
reversi ble contraceptives. She noted the correlation
bet ween uni ntended pregnancies and donestic violence that
i nposed "an even greater vulnerability for the victim" She
added that the bill increased wonen's access in underserved
rural popul ations.

4:41: 25 PM

Representative WIson asked whether she was concerned
because the bill only applied to insurers who already
covered contraceptives and sonme mght choose to halt
coverage due to increased costs related to the bill. She
wondered if she was concerned with the possibility of |ess
coverage. Ms. Cargill responded that she had not considered
the scenario and would like to do further research. She
guessed that her agency would still support the bill.

Representative WIson was concerned about any unintended
consequences.

4:42:53 PM

PAMELA SAMASH SELF, RIGHT TO LIFE, NENANA, opposed HB 25.
She expressed concern over the discussion regarding cost
savings from unintended pregnancies in rural populations
and equated it to a discussion about "rural population
control." She tal ked about doctors wanting to have routine
followups as a way to prevent serious side effects. She
bel i eved t hat uni nt ended pregnanci es wer e call ed
"mracles.” She said children were the "future" and not
"dollar signs." She restated her opposition to HB 25. She
did not believe in giving wonen 12 nonths of birth contro
and did not want to pay for enmergency contraceptives.

4:45:56 PM
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PAI GE HOGSON, SELF, ANCHORAGE, spoke in support of HB 25.
She offered that a lot of research existed that supported
the benefits of the legislation; for wonen, their famlies,
cost saving for the state, and society. She related that
t he access del ayed child bearing until planned. She thought
Al aska needed to be proactive. She urged nenbers to support
the bill.

4:47:04 PM

ROBIN SM TH, SELF, ANCHORAGE, indicated that she was
driving and woul d prefer to testify the follow ng norning.

Vice-Chair Gara agreed to the request.

4:47: 38 PM

JUSTI NE WEBB, SELF, FAI RBANKS, spoke in favor of HB 25 She
shared that she was a social work student at the University
of Alaska in Fairbanks and grew up in Sitka. She relayed
from personal experience the issues and difficulties
regarding her limted access to contraceptives receivVving
only a 30 day supply at a time. She had m ssed classes and
experienced other inconveniences accessing contraception.
She conveyed that she was not able to refill her
prescription with only 2 days of pills left. She could not
i mgine the added difficulties of accessing birth control
in renote areas of the state in light of her experiences
living in urban areas. She asked nenbers to support the
| egi sl ati on.

4:50: 04 PM

VHEM A PETERSQN, SELF, ANCHORAGE, supported t he
| egislation. She relayed that she graduated from the
University of Alaska in Anchorage and currently worked two
j obs and vol unteered and participated in the community. She
felt that her access to a long term supply of birth control
contributed to her success. She noted the high sexual
assault and abuse rate for wonen as well as a w de wage gap
between nen and wonen. She urged nenbers to support the
bill.

4:51: 38 PM
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Vice-Chair Gara indicated the neeting would recess until
April 18, 2017 at 9:45 a.m He relayed the agenda for the
af t ernoon neeti ng.

ARECESSED UNTI L TUESDAY, APRIL 18, 2017 AT 9:45 A M

#
ADJ OURNVENT

4:52:31 PM

The neeting was adjourned at 4:52 p.m
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