HOUSE FI NANCE COW TTEE
May 9, 2017
1:32 p.m

1: 32: 01 PM

CALL TO ORDER

Co-Chair Foster called the House Finance Commttee neeting
to order at 1:32 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 Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Louise Stutes (Al ternate)
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanme W/ son

VEMBERS ABSENT

Representative David Guttenberg

ALSO PRESENT

Leslie Ri dl e, Deput y Comm ssi oner, Depar t ment of
Adm nistration; Cori MIIls, Special Assistant, Ofice of
the Attorney GCeneral, Departnment of Law, Jane Pierson,
Staff, Representative Neal Foster; Janey Hovenden,
Di rector, Di vi si on of Cor por at i ons, Busi ness and
Prof essional Licensing, Department of Comerce, Conmunity
and Econom ¢ Devel opnent ; Kendr a Kl ost er, Staff,

Representative Chris Tuck; Representative Chris Tuck,
Sponsor; Lennon Weller, Econom st, Research and Analysis,
Department of Labor and Wbrkforce Devel opnent; Pat sy
West cot t, Assi st ant Di rector, Enpl oynent Security,
Depar t ment of Labor and Wor kf or ce Devel opnent ;
Representative Gary Knopp; Representative Chris Birch.

PRESENT VI A TELECONFERENCE
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Capt ai n Dani el Lowden, Al aska State Troopers, Departnent of

Public Safety; Marla Thonpson, Director, Departnment of
Mot or Vehi cl es, Departnent of Adm nistration;
SUMVARY
HB 74 DRIVER S LICENSE & I D CARDS & REAL | D ACT
CSHB 74(FIN) was REPORTED out of conmttee wth
an "anend" recommendation and with a new fiscal
impact note by the Departnent of Adm nistration
and with two previously published zero fiscal
notes: FN1(MA) and FN2(DPS).
HB 124 BENEFI T CORPORATI ONS
CSHB 74(FIN) was REPORTED OUT of Conmittee with a
"do pass" recomendation and with a previously
publ i shed fiscal inpact note: FN1(CED).
HB 142 UNEMPLOYMENT COVPENSATI ON BENEFI TS
HB 142 was HEARD and HELD in conmittee for
further consideration.
HB 150 PAY, ALLOWANCES, BENEFI TS FOR M LI TI A MVEM
HB 150 was REPORTED out of conmittee with a "do
pass” recommendat i on and W th a previ ous
publ i shed indeterm nate fiscal note: FN1(MWA).
Co-Chair Foster reviewed the agenda for the day. He
intended to nove HB 74, HB 124, and HB 150 from comm ttee.
Al so, the commttee would have its first hearing on HB 142.
#hb74

HOUSE BILL NO. 74

1: 33:

"An Act relating to the inplenmentation of the federal
REAL ID Act of 2005; and relating to issuance of
identification <cards and driver's |[|icenses; and
providing for an effective date."

27 PM
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Co-Chair Foster relayed that the bill had been heard in

committee twice on April 20, 2018 and Apri

25,

2018. In

the neeting the conmttee would be taking up anmendnents. He
list of

invited Ms. Ridle to the table and reviewed the

testifiers avail abl e onli ne.

Vi ce-Chair Gara MOVED to ADOPT Anmendnent 1 (copy on file):

Page 4, followi ng |ine 20:
| nsert new subsections to read:
"(d) The depart nment
(1) my not share nor

has been issued a driver's

anot her state;
(2) may share the nunber

e than
digits of a person's social
nunber to determ ne whether

t hree
security
a person
license in

of digits of a
nunber

person's soci al security

required by federal [|aw.
(e) Notwithstanding (d)(l) of

but as few digits as feasible

a person has been issued a driver's

this section,
the departnent may share up to five digits
of a person's
social security nunber to determ ne whether
i cense

in another state if the departnent

(1) has taken all steps necessary to
secure an agreenment to use only

digits of a person's social
nunber; and

(2) has been wunable to secure

t hree
security

an

agreenent to use only three digits of a

person's social security nunber.

Rel etter the followi ng subsection accordingly.

Page 4, line 22:
Delete "(b) and (c)"
I nsert "(b) - (d)"
Page 9, line 3:
Del ete "AS 28. 05.068(d)"
I nsert "AS 28.05.068(e)"

Representati ve Wl son OBJECTED for discussion.

Vice-Chair Gara recently learned that in

order

for

Departnment of Mdtor Vehicles (DW) to determne
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soneone did not have a driver's license from anot her state,
it had been required by a congloneration of agencies and
non-profits to share 5 social security nunber digits. He
continued that with so many Al askans having a "574" Soci al
Security nunber that shares 8 nunber digits the departnent
had not figured out a way around having to share 5 nunbers.
The anmendnent stated that the departnment should share no
nore than 3 digits. If 3 digits were not enough, then no
nore than 4 should be shared. He relayed that federal |aw
at times required themto share 5 digits - the state could
not make the agencies violate federal |aw. The anendnent
advocated that the state should attenpt to negotiate the
nunber of Social Security digits dowm to 3 or 4. The
purpose of the anmendnent was to protect an individual's
privacy.

Co- Chai r Foster indicated Representative Pruitt and
Representative Tilton had joined the conmittee at the
table. He also noted that Representative Stutes was
presently an alternate for Representative QGuttenberg.

Representative WIlson liked the intent of the anmendnent.
She referred to lines 12 through 15 of the anendnent where
it tal ked about having taken all steps necessary to secure
an agreenent. She asked for clarification. Vice-Chair Gara
responded that it was a directive to the departnent. The
intent was for the departnment to work with the national
non-profit currently requiring 5 digits to find an
alternative to that requirenent.

Representative WIson reiterated that she |iked the
anendnent. She was concerned with being brushed off by the
non-profit. She was hoping the departnent could shed sone
light on the non-profit's position. She asked Ms. Ridle
about her dealings with the non-profit around this issue.

1: 37: 52 PM

LESLI E RI DLE, DEPUTY COW SSI ONER, DEPARTIVENT OF
ADM NI STRATI ON, reported that the non-profit dealt with all
of the DWs across the United States. The State of Al aska
was a nenber and had a representative from Al aska's DW
attendi ng neetings who al so served on the governance board.
The departnent had already sent an official letter and
woul d have representation and a physical presence at the
neeti ngs. She assuned that Alaska was not the only state
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with concerns about the 5-digit requirenent. She thought
the state would have allies in the matter.

Representative Wl son W THDREW her OBJECTI ON
There bei ng NO OBJECTI ON, Anmendnent 1 was ADOPTED.
Co- Chair Seaton MOVED to ADOPT Amendnent 2 (copy on file):

Page 2, lines 13 - 15:
Delete "the mninmum anmount of tinme required by
P.L. | 09-13, Division B (REAL ID Act of 2005),
or other"
Insert "15 years after the date of application
unl ess ot herw se required by another”

Page 2, line 29:
Del ete "one year"
I nsert "15 years"”

Page 5, lines 1 - 3:
Delete "the mninmum anmount of tine required by
P.L. 109-13, Division B (REAL ID Act of 2005), or
ot her"
Insert "15 years after the date of application
unl ess ot herw se required by another”

Page 5, line 17:
Del ete "one year"
I nsert "15 years"”

Representative Wl son OBJECTED for discussion.

Co- Chair Seaton explained that the purpose of the anmendnent
was to keep Alaska's current practice of retaining
docunents for 15 years. He had heard from the Departnent of
Adm nistration and the Departnment of Public Safety in
testinmonies about the value of these docunents being
avai l able. He had also heard that the docunents were
retained in an encrypted nmanner. He continued to explain
that for Real ID conpliant licenses it would change from
the mninum required by REAL ID retention to the state's
current 15 years. For non-conpliant |icenses the anendnent
woul d keep the sane position as the current bill. The non-
conpliant licenses would not be scanned or retained except
for the photos which would be retained for 15 years for the
Department of Public Safety and for internal state use. It
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would maintain the current status for driver's |license and
use of docunments within the State of Al aska instead of
nmodi fying it based on federal |aw.

Co-Chair Foster clarified that Amendnent 2 was being
addr essed.

Representative W/ son addressed her objection. She was not
in favor of the anendnent. She did not think the public was
aware of their information being retained for 15 years. She
was concerned with privacy issues. She had a problem with
DPS using a picture of a person, who had not commtted a
crime, in a line-up. She did not believe it had been
requi red. People had their picture taken for DW purposes.

Vice-Chair Gara stated that the testinony had been very
clear froma previous day that if the state did not retain
photos it would nake it nore difficult for the Al aska State
Troopers and ot her |aw enforcenment agencies to solve nurder
cases and cold cases. It would also make it nore difficult
to find mssing persons. He opined that everything was a
policy call and very few policy calls were 100 percent
bl ack and white. He sided with trying to solve nurder cases
and finding mssing persons. It had been reported by |aw
enforcenent officials that keeping photos hel ped themto do
bot h.

1:42:17 PM

Representative Otiz asked if there were other practical
benefits for Kkeeping these records on file for up to 15
years other than what had already been nentioned by
Representative Gara. Ms. Ridle responded that it had mainly
to do with public safety. She added that the 15-year period
was in state statute. She reported that it also hel ped the
DW to issue a duplicate license.

Representative Wl son did not understand why an old picture
woul d be kept for 15 years since she was going back every 8
years to renew her license. M. R dle responded that,
forenpst, it was a matter of public safety. She nentioned
the benefit of having previous addresses to help verify a
person's identity.

Representative WIson asked at what point wthin the 15-
year period DPS had access to photos. Ms. R dle responded
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"as needed." She el aborated that DPS would contact DW with
what they needed.

Representative WIson wondered about the benefits of having
an older license on file once a person renewed their
license. Ms. Ridle suggested having Captain Lowden respond
to Representative WIson's question. The Departnent of
Public Safety mght want to verify what information a
person provi ded about where they |ived.

1:45: 01 PM

CAPTAI N DANI EL LOADEN, ALASKA STATE TROOPERS, DEPARTMENT OF
PUBLI C SAFETY (via teleconference), answered that when the
troopers were working cases that had any age to them such
as cold cases, they liked to get the picture of the person
suspected as close to the tinme period as possible.

Representative WIson asked if the troopers received all of
the information rather than just the photo from a person's
identification card. Captain Lowden was unsure of how mnuch
of the information was provided to the troopers. The Al aska
State Troopers dealt nostly with photographs when trying to
identify people and to find wanted persons. He thought the
records bureau used nore of the docunents in trying to
reconcile a person's records. Sonetimes people use
different nanes and it was necessary to nerge records or
split them out. The troopers mght use them for fraud
investigations or for identify theft investigations as
wel | .

Representative WIson asked if the groups he was referring
to were part of DPS or another entity. Captain Lowden
answered that it was through DPS in a different division
where the enployees conpiled all records for every ticket
and convi ction.

Co-Chair Seaton asked if a person had to appear in person
at the DW for a driver's license renewal. M. R dle
relayed that the DW could issue a one-tine renewal online
or in person. If a person lost a license, the DW could
provide a duplicate with their paperwork on file.

Co-Chair Seaton reminded the commttee that he asked the

Anmerican G vil Liberties Union (ACLU) about any breaches of
information. He reported that the ACLU was not aware of any
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breach or problem with the 15-year retention of docunents
for Al aska.

Representative Stutes asked if the records were currently
kept for 15 years. Co-Chair Seaton responded in the
affirmati ve.

Representati ve Wl son MAI NTAI NED her OBJECTI ON

A roll call vote was taken on the notion.

I N FAVOR: Kawasaki, Otiz, Gara, Genn, Stutes, Seaton,
Fost er

OPPCOSED: Pruitt, Thonmpson, Tilton, WIson

The MOTI ON to ADOPT Amendment 2 PASSED (7/4).

Vice-Chair Gara MOVED to ADOPT Anendnent 3 (copy on file):

Page 1, line 10:

Del ete "$20"
| nsert "$10"
Page 8, line 27:
Del ete "$20"
| nsert "$10"

Representative Wl son OBJECTED for discussion.

1: 50: 25 PM
AT EASE

1:51: 07 PM
RECONVENED

Co-Chair Foster indicated that Representative Chris Birch
had j oi ned t he audi ence.

Vice-Chair Gara reported that the testinony he heard was
that the current version of the bill added a $20 fee to
obtain a Real ID conpliant driver's license. He thought the
amount was excessive and would produce roughly $1 nmillion
nore revenue than needed in FY 19 and FY 20 and $500, 000
nore revenue than needed in FY 21 and FY 22. The depart nment
had proposed a $10 fee because it would nake the Real ID
license cost-neutral. However, a $20 fee would generate
addi ti onal revenue. He understood the need for revenue but
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did not feel it was an appropriate place to get it. The fee
woul d be a flat charge to people no matter their incone.

Ms. Ridle responded that in the original version of the
bill the fee was $5, the cost of nmeking the card. In the
previous comittee the anpbunt was changed to $20. If the
fee was reduced to $10, assuming that about half of people
apply for a Real ID card (a guess based on other states),
the state should be able to payoff about $1.06 million in 2
years. It would take a little nore to pay off the cost of
$1.4 million to inplenent it.

Vice-Chair Gara asked Ms. Ridle whether $10 was an accurate
anount to remain cost-neutral. Ms. Ridle responded in the
affirmative. At a certain point $1.5 would be paid off and
the remminder would go back into the general fund. She
estimated that it would take 2.3 to 3 years to pay of the
i npl enent ati on costs.

Vice-Chair Gara asked about the $5 fee that t he
adm nistration had originally introduced in the bill. M.
Ridle responded that the $5 fee would pay for the cost of
the card. It did not include the costs of inplenentation
If the fee was $10, $5 would go towards paying the $1.5
i npl ement ati on cost.

Representati ve Kawasaki asked if there was a charge to
becone a nenber of American Association of Mtor Vehicle
Adm nistrators (AAWA). Ms. Ridle responded affirmatively.

Representative Kawasaki wondered if the <charge was a
vari abl e charge rather than a fixed charge. He understood
the charge increased every year. Ms. Ridle did not know
what the state paid in charges. She thought Marla Thonpson
from DW coul d answer the question.

1:55: 22 PM

MARLA THOWPSON, DI RECTOR, DEPARTMENT OF MOTOR VEH CLES,
DEPARTMENT OF ADM NI STRATION (via teleconference), asked
Represent ati ve Kawasaki to repeat the question.

Represent ati ve Kawasaki repeated his question. M. Thonpson
would have to double <check. The fees increased and
decreased, but the state received notice of any changes 12
nmont hs i n advance. She would | ook up the information.
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Represent ati ve Kawasaki wanted the answer to his question
He believed the fees increased annually. He thought it was

i nportant because Alaska would have Real [|ID conpliant
identifications, and because the state was going through a
nat i onal privately owned non-profit or gani zati on. He

suggested that the fees would go up every year. He wanted
to nmake sure the fiscal note reflected a downward trend. He
t hought the cost for inplenmenting Real ID in Al aska would
actually go up because of being part of AAWA. He asked for
the answer in witing.

Representative Pruitt asked if the anobunt was in addition
to the already set fee that the public currently paid for

cards. Ms. Ridle replied affirmatively. It would be an
addi ti onal
$20.

Representative Pruitt asked when the last rate increase
occurred. Ms. Ridle thought it was sonetinme in the 80s.

Representative Pruitt nentioned that 4 or 5 years prior
Al aska changed how it produced its IDs. He asked if that
particular program cost nore than previously. M. Ridle
deferred to M. Thonpson. M. Thonpson replied that the
cost was simlar because at the tinme managers really
struggled with the printers and the quality of the products
that the division used. In the end, her understandi ng was
that the cost was simlar between what the state was
spending on printer costs, paper, and supplies versus what
the division did with bids.

Representative Pruitt asked if there was an increase in
cost from the tine the fee was set at $20. He suggested
there was an increase in costs over the time frane. He
asked if his statenment was appropriate. Ms. Ridl e responded
that the cost nost likely went up over time, particularly
i n personnel .

Representative Pruitt asked if he could expect the cost to
remain for an extended period since $5 was currently
covering the cost. He wondered if the state should expect
the ambunt to go up. Ms. Ridle thought it would increase
increnental |l y.

Co-Chair Seaton asked about the Ilength of the -current

driver's license and what it would be under Real ID. M.
Ridle answered that it was currently a 5-year renewal and
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the Real ID legislation would bunp it up to an 8-year
renewal .

Co-Chair Seaton nentioned the differences in cost and the
time between renewals. At a fee of $20, the cost of the
card would be $5 to make and an additional $5 per year for
the additional 3 years for a Real ID with an 8-year renewal
instead of a b5-year renewal. He asked if he was
approximately correct. Ms. R dle responded affirmatively.

Vice-Chair Gara relayed that his wunderstanding of the
testimony was that if the state charged $10, it would
offset the cost for the first 2 years and there would be
sone noney left over in the out years. He thought there
woul d be less noney if the costs went up. He thought it was
possible that the |icense fee would have to be raised. M.
Ridle answered that the DW turned noney back to the state
every year in an anmobunt between $30 million and $45
million. It would be the will of the legislature, at the
time, if it wanted to increase the fee. Basically, it would
be a fee to the public.

Representative Wl son MAI NTAI NED her OBJECTI ON.
Aroll call vote was taken on the notion.

IN FAVOR Otiz, Gara, Stutes, Kawasaki, Foster
OPPCSED: Pruitt, Thonpson, Tilton, WIson, G enn, Seaton

The MOTI ON to ADOPT Anendnent 3 FAILED (5/6).

2:02:14 PM

Representative WIlson MOVED to ADOPT Anendnment 4 (copy on
file):

Page 2, line 7:
Del ete "departnment”
| nsert "comm ssioner of adm nistration"

Page 2, line 12:
Delete "or federal™

Page 2, line 15:
Delete "or federal™

Page 4, lines 2 - 10:
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Delete all material and insert:

" Sec. 28. 05. 068. Pr ohi bition on dat a
sharing. (a) The departnment may not convey,
distribute, or conmmunicate data to be used
in a database, index, pointer system or any
ot her system managed by an entity other than
the departnent, including the American
Associ ation of Mot or Vehi cl e
Adm ni strators."

Page 4, line 31:
Del ete "or federal™

Page 5, line 3:
Del ete "or federal™

Page 7, line 31:
Del ete "state"
| nsert "departnent"”

Vice-Chair Gara OBJECTED for di scussi on.

Representative WIlson read the anmendnent (see above). She
understood the attenpt was to follow the Real ID Act.
However, she thought the bill would require the state to
get permssion from the federal governnent. She believed
the was the bill an overreach as currently witten. She
al so expressed concerns about security within AAWA. She
was unfamliar with what security nmeasures the entity had
in place and the potential for an information breach. She
argued that there was a larger framework around the use of
passport information. She did not think the franmework was
the same for AAWA. She supported matching the [|ist of
requi renments for the Real 1D Act.

Vice-Chair Gara was interested in the department's view of
whet her the anmendment would violate federal law. Ms. Ridle
pointed to Page 4, l|ine 2-10. The changes would nake the
state non-conpliant because AAWA was the only vehicle in
which to check state-to-state to nmake sure there were no
duplicate licenses. |If Alaska was unable to use AAWA, it
would not be conpliant, and Alaska IDs would not be
accepted by Real ID.

Vice-Chair Gara asked Ms. Ridle to rem nd comm ttee nenbers

of the inportance of making sure a person did not have 2
licenses. He also asked her to review other reasons for
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checking a person's license. Ms. R dle responded that every
state had a state law that indicated a person could not
have 2 licenses. Also, the state checked to make sure that
sonmeone was not wunder restrictions for a DU or other
problem driver issues in other states. Miinly, it was due
to every state having a law that only allowed for one
license. She added that Federal Honeland Security had
certified the state-to-state AAWA system as neeting strict
federal requirenents of security. Honeland Security did not
convey that Alaska had to use AAWA, but it nmet their
standards of security. She reenphasized that it was the
only systemthe state could use to be conpliant.

Co-Chair Seaton thought that Ilines 11-16 would nake the
state non-conpliant. He wondered if the change on lines 5-6
would make the state non-conpliant with other federal
regul ati ons such as comercial driver's licenses. He asked
if he was accurate. Ms. Ridle reported that lines 11-16 of
t he amendnment that woul d make the state non-conpliant.

Co-Chair Seaton asked about the other Ilines being in
conflict with the retention of docunent requirenents for
commercial driver's licenses. He believed it was 55 years.
Ms. Ridle called for a lifeline.

2:08:27 PM

CORI MLLS, SPECIAL ASSISTANT, OFFICE OF THE ATTORNEY
GENERAL, DEPARTMENT OF LAW referred to lines 5 through 9.
The issue the departnent was concerned with was that there
were several different laws dealing wth commerci al
driver's licenses (CDL), highways, and how to deal wth
identification. Elimnating the lines mght not present too
many issues. However, she was concerned it would becone
tangl ed as a person | ooked further into the |laws. She could
not report off the top of her head exactly what such a
change mght inplicate. It could potentially create another
tangl e of issues.

Co-Chair Seaton thought that if the state got into the
probl em of issuing non-conpliant CDL's it would lead to a
greater problem of not being able to use Alaskan CDL's in
ot her states. He woul d be opposing the anendnent.

Representative WIson rem nded nenbers that the |egislature
was only dealing with the Real ID Act. She did not want

House Fi nance Conmmittee 13 05/09/17 1:32 P. M



other issues tied to the Real ID Act. She expressed
concerns about identifying a specific entity in statue.

Co- Chair Foster recognized Representative Gary Knopp in the
audi ence.

Vice-Chair Gara suggested that the bill had 2 conpeting
interests. The first was the concern of the business
comunity and |abor community that their nmenbers would not
be able to travel by plane, into Canada, and would have
difficulty getting work if the legislature did not pass
this bill. The flip side was that there were privacy issues
peopl e were concerned about. The Departnent of Law was
concerned about travel restrictions on workers, businesses,
unions, mlitary bases, and across state lines if the
committee adopted the anmendnment. Ms. Ridle was concerned
about the itens Vice-Chair Gara had brought wup. If the
state was not allowed to use the AAWA system it would
result in some of the things he nentioned.

Vice-Chair Gara understood the privacy issues. He was not
confortable with people not being able to get to work. He
woul d be opposi ng the anmendnent.

Representative WIson thought people could get to work.
They had the option of getting a passport. She thought the
| egi sl ature needed to know how to protect people' s privacy
and to nmake sure the options were clearly defined. She
wanted people to get to work but was concerned with the
anount of information that would be provided to an entity
t hat coul d change.

Vi ce-Chair Gara MAI NTAI NED hi s OBJECTI ON

A roll call vote was taken on the notion.

IN FAVOR: Pruitt, Tilton, WIson

OPPCSED: Grenn, Stutes, Kawasaki, Otiz, Thonpson, Gara,
Seat on

The MOTI ON t o ADOPT Amendment 4 FAILED (3/8).

Co- Chair Seaton MOVED to ADOPT Amendnment 5 (copy on file):

Page 3, lines 1 - 2:
Delete all material and insert:
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"(2) shall scan and retain the m ninum
docunents necessary for issuance of the
identification <card; the departnent shal
destroy any docunents retained one year
after the identification card expires."

Page 5, lines 19 - 20:
Delete all material and insert:

"(2) shall scan and retain the mnimm
docunents necessary for issuance of t he
driver's license; the departnent shal

destroy any docunents retained One year
after the driver's license expires."

Representative Wl son MOVED to ADOPT for discussion
Co- Chair Seaton asked for a brief at ease.

2:15: 29 PM
AT EASE

2:16: 07 PM
RECONVENED

Co- Chair Seaton explained that the anmendnent addressed non-
conpliant IDs and licenses. It would allow the departnent
to scan and retain the mnimum docunents needed for a non-
conpliant license and would require the docunents to be
destroyed within one year after the expiration of the
identification card or the non-conpliant driver's license

It would rmake the non-conpliant IDs essentially the sane
as the status of the current |icenses. The intention of the
bill was to offer an alternative for people - they could
get a Real ID conpliant |icense or continue to use the
current Alaska Driver's License. However, with the changes
that had been made, the non-conpliant |icense would not be
applicable or identical and would not serve the sane
purposes as the current driver's |license. A person would no
| onger be able to get a duplicate license. Al so, wthout
having the security of retaining the applicable docunents,
the DW testified that it would be easier to falsify a
license, as there would not be an audit available to track.

Representati ve Wl son MAI NTAI NED her OBJECTI ON

Aroll call vote was taken on the noti on.
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IN FAVORR Gara, Grenn, Stutes, Otiz, Seaton, Foster
OPPCSED: Pruitt, Thonpson, Tilton, WIson

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON to ADOPT Anendnent 5 PASSED (6/4).

2:20: 37 PM

Vi ce-Chair Gara MOVED to ADOPT Anmendnent 6 (copy on file):

Page 1, following |line 4:
Insert a new bill section to read:

"* Section 1. The wuncodified law of the State of
Al aska is anended by adding a new section to read:

LEA SLATIVE |INTENT. It is the intent of the
| egislature that the state will continue to work
with the Al aska delegation in Congress to anend
provisions of P.L. 109-13, Division B (REAL ID
Act of 2005) that conpromse the rights of
Alaskans to the privacy of their personal
i nformation, whi |l e protecting t he nation's
efforts to conbat terrorism™

Page 1, line 5:
Del ete "Section 1"
| nsert "Sec. 2"

Renunber the followi ng bill sections accordingly.

Page 9, line 10:
Del ete "Sections 13 and 15"
| nsert "Sections 14 and 16"

Page 9, line 11:
Del ete "sec. 16"
| nsert "sec. 17"

Representative Pruitt OBJECTED for discussion

Vi ce-Chair Gara acknow edged that privacy concerns had been
raised with Real ID. Anendnent 6 conveyed that the state
took privacy concerns seriously. He thought that Anmendnent
6 in conjunction with Anendnment 1 tried to limt the use of
social security nunbers. The anendnent advocated for
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Al aska's congressional delegation to continue working to
l[imt and reverse the provisions of the Real ID Act that
conprom sed the privacy of Alaskans in a way consistent
with the ability to conbat terrorism There were concerns
about the privacy provisions of the federal Real ID Act. He
was confortable that Alaska had to follow it. O herw se, he
thought it would conpromise the ability of people being
able to travel. He wanted Alaska's delegation to work to
reverse any of the provisions of Real ID that were not
necessary and conproni sed people's privacy.

Representative Pruitt asked that he be added as a co-
sponsor to the anendnent.

Representative Pruitt WTHDREW his OBJECTI ON
There bei ng NO OBJECTI ON, Anmendnent 6 was ADOPTED.

Co-Chair Foster asked Vice-Chair Gara to walk the commttee
t hrough the fiscal notes.

Vice-Chair Gara reviewed the fiscal notes:

[ New Fi scal | npact Not €]

Department: Departnent of Adm nistration
Appropriation: Mtor Vehicles

Al | ocation: Mtor Vehicles

OMB Conponent Nunber: 2348

Representative Pruitt requested an at ease.

2:23:44 PM
AT EASE

2:23:58 PM
RECONVENED

Vice-Chair Gara continued to review the fiscal notes for
HB 74:

[ FN2 - Zero Fiscal Inpact]

Departnent: Departnent of Public Safety
Appropriation: Statew de Support

Al'l ocation: Commi ssioner's Ofice

OMB Conponent Nunber: 523

[ FN1 - Zero Fiscal Inpact]
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Depart ment : Depart ment of Mlitary and \Veterans
Affairs

Appropriation: Mlitary and Veterans' Affairs

Al | ocation: Homel and Security and Energency Managenent
OVB Conponent Nunber: 2657

Vice-Chair Gara referred to the first fiscal note (OVB
Conmponent Number 2348) and explained that the note assuned
a capital appropriation cost of $1.5 mllion.

Co-Chair Seaton MOWED to report CSHB 74(FIN out of
Conmittee with i ndi vi dual recomendat i ons and t he
acconpanyi ng fiscal notes.

Representative Wl son OBJECTED.

Representative WIson spoke to her objection. She believed
the bill was inportant. She thought the |egislation allowed
the state to <continue to scan and retain private
information for 15 years. She disagreed with the 15-year
period and with sharing the information provided to the
DW. She was al so concerned with giving the information to
a private entity and with the federal government changi ng
the rules no longer requiring a Real ID. She could have

supported the bill prior to adopting the anendnments but
could not support it in its current from She stressed the
i mportance of protecting i ndi vi dual s’ privacy. She
di sagreed wth the argunent that people could not go to
work  without an |D She felt t hat people could
alternatively obtain a passport. She understood that the
bill would make it nore convenient. The bill had
essentially renoved driver's licenses and replaced them

with federal 1Ds. She would not be supporting the bill.

2:27:51 PM

Vi ce- Chair Gara under st ood Representati ve Wl son's
concerns. The <concerns were really wth the state's
congressional delegation and the actions of congress. The
state's choice was to make it nore difficult for people to
travel and work, to have to carry around nultiple
docunents, pay extra for a passport card and a driver's
license, or have to carry around a passport. He thought the
guestion was whether the state was going to nmake it nore
difficult for people to work. The bill contained provisions
to encourage congress to make changes to the law. He would
be siding in favor of getting people to work.
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Representative Wl son MAI NTAI NED her OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR. Thonpson. Gara, Genn, Stutes, Kawasaki, Otiz,
Pruitt, Foster, Seaton
OPPCSED: Tilton, WI son

The MOTION to REPORT OQUT CSHB 74 (FIN) PASSED (9/2).

CSHB 74(FIN) was REPORTED out of conmittee with an "anend"
recommendation and with a new fiscal inpact note by the
Department of Admnistration and wth tw previously
publ i shed zero fiscal notes: FNL(MA) and FN2(DPS)

#hb124
HOUSE BI LL NO. 124

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

2:29:39 PM

Co- Chair Foster MOVED to ADOPT Amendnment 2 (copy on file):

Page 15, followng line 2:
| nsert a new section to read:

"Sec. 10.60.725. Reliance by third parties.
(a) A person who, in good faith, enters into
a transaction wth a benefit corporation may
assume wi thout inquiry that the transaction

and each action or inaction by any director
or officer of the benefit corporation giving
effect to the transaction, does not conflict
with the benefit corporation's general
public benefit purpose or specific public
benefit purpose.

(b) Nothing in this section exenpts a
covered financi al institution from
identifying and verifying the beneficial
owner of a legal entity that is a custoner
as required under a federal or state |aw or
regulation. In this subsection, "covered

House Fi nance Conmmittee 19 05/09/17 1:32 P. M



financial institution" has the neaning given
in 31C. F. R 1010. 605. "

Representative Wl son OBJECTED for discussion.

Co-Chair Foster invited his staff to the table to explain
t he amendnent .

JANE PI ERSON, STAFF, REPRESENTATIVE NEAL FOSTER, expl ai ned
that Anendnent 2 was the safe harbor anmendnment which had
been offered before. The |anguage had been corrected. The
anendnent operated as a safe harbor for parties that
entered into contractual relationships wth benefit
corporations. It prevented third parties from being able to
assune a contract, made sure the contract did not conflict
with any public benefit goals, and provided assurances that
the contract would be enforced. The anendnent was offered
to provide contractual certainty to third parties dealing
wi th benefit corporations.

Ms. Pierson continued that absent the proposed |anguage,
third parties mght feel conpelled to make an independent
assessnment of whether the transaction satisfied the public
benefit requirement. The analysis mght increase the cost
of conpleting transactions and nake sonme transactions nore
difficult to conplete. The safe harbor anendnent woul d nmake
it easier for benefit corporations to include third parties
to transact business wth them

Co-Chair Foster relayed the list of available testifiers.
Representative Wl son W THDREW her OBJECTI ON

There bei ng NO OBJECTI ON, Anmendnent 2 was ADOPTED.
Vice-Chair Gara reviewed the fiscal note:

[ FN1 - Fiscal |npact Note]

Departnent: Departnent of Comrerce, Community and
Econom ¢ Devel opnent

Appropriation: Corporations, Business and Professiona
Li censi ng

Al l ocation: Corporations, Business and Professional
Li censi ng

OMB Conponent Nunber: 2360
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Vice-Chair Gara reported that the cost reflected in the
fiscal note was $27,400 in the first year with no other
costs estimated in the future. The costs had to do wth
dat abase changes to accommobdat e the new from of business.

Representative WIson noted that the costs were paid for
t hrough program receipts but wanted further detail. Vice-
Chair Gara thought the conmmttee should defer to soneone
f r om DCCED.

JANEY HOVENDEN, DI RECTOR, DVISION OF CORPORATI ONS,
BUSINESS AND PROFESSI ONAL LI CENSI NG, DEPARTMENT  OF
COWERCE, COVWUNITY AND ECONOM C DEVELOPMENT, responded
that fees would be spread across corporations' business
i censing revenues.

Representative WIson asked how nmuch noney was in the fund
that was not being utilized. M. Hovenden did not have the
exact dollar anount but relayed that any of the excess
revenues went back into the general fund. She estimted the
dol l ar amobunt to be about $6 mllion.

Co-Chair Seaton MOVED to report CSHB 124 (FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Wl son OBJECTED.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, Genn, Stutes, Kawasaki, Otiz, Thonpson,
Seat on, Foster

OPPCSED: Tilton, WIlson, Pruitt

The MOTI ON to REPORT OUT CSHB 74(FIN) PASSED (8/3).

CSHB 74(FIN) was REPORTED QUT of Conmittee with a "do pass”
recoommendation and wth a previously published fiscal

i npact note: FN1(CED).

#hb150
HOUSE BI LL NO. 150

"An Act relating to pay, allowances, and benefits for
menbers of the organized mlitia."

2: 36: 06 PM
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Co-Chair Foster conveyed that the last time the conmttee
had heard the bill was on April 19, 2017. There were no
anendnents offered by nenbers. He invited Kendra Kloster to
the table to refresh the conmttee about HB 150.

KENDRA KLOSTER, STAFF, REPRESENTATIVE CHRI S TUCK, relayed
that HB 150 was a commttee bill from the Mlitary and
Veterans Affairs commttee. It was part of the Title 26
reforns, the state's mlitary code, which had been outdated
since 1955. The conmttee had been working on doing sone
clean up. House Bill 150 would streamine the accounting
system for the organized mlitia and the pay structure.
Currently, the state had an outdated system For exanple,
if a mlitia nmenber was doing multiple duties in one day,
they had to arrange their pay based on the duty they were
perform ng. The accounting system was |ong and cunbersone.
The bill would streamine the system on what the state did
for the federal system (based on grade and rank for the pay
structure).

Co-Chair Foster relayed the list of available testifiers
onl i ne.

Vice-Chair Gara reviewed the fiscal notes:

[ FN1 - Indeterm nant Fiscal Note]

Depart nent : Depart nment of Mlitary and Veterans
Affairs

Appropriation: MIlitary and Veterans Affairs

Al location: Ofice of the Conm ssioner

OVB Conponent Nunber: 414

Vice-Chair Gara explained that the fiscal note was
i ndeterm nant because it was not known under the formula
used in the new bill what the changes in pay would be for
state mlitia nenbers.

Representative WIson relayed that the fiscal not e
indicated and indeterm nate anmount for FY 18. There was
not hi ng i ncluded in the governor's budget.

Co-Chair Seaton MOVED to report HB 150 out of Conmittee
wi th individual recomendations and the acconpanying fiscal
not e.

There being NO OBJECTIQON, it was so ordered.
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HB 150 was REPORTED out of commttee with a "do pass”
recommendation and with a previous published indetermnate
fiscal note: FN1(MA).

Co-Chair Foster recognized that Representative Chris Tuck
had j oi ned the neeting.

REPRESENTATI VE CHRI' S TUCK, SPONSOR, thanked the nenbers for
their consideration of the legislation. He relayed that the

bill had conme from the Departnent of Mlitary and Veterans
Affairs as a fix to make things nore efficient and to run
snoother within their admnistration. It would nake pay

nmore certain.

Representative WIlson asked if the representative was aware

that his bill had been reported out of commttee.
Representative Tuck received a whisper in the ear that the
bill had passed. He thanked nenbers for allowing him to

make sone final coments.

#hb142
HOUSE BI LL NO. 142

"An Act relating to unenploynent insurance benefits;
i ncreasing the maxi mum weekly unenploynment insurance
benefit rate; and providing for an effective date."

2:40: 57 PM

REPRESENTATIVE CHRI'S TUCK, SPONSOR, read the sponsor
statenent :

The Al aska Depar t ment of Labor’s Unenpl oynent
| nsurance (U) program provides unenploynent benefits
to eligible workers who becone unenployed through no
fault of their own, working less than full-tinme, and
nmeet certain other eligibility requirements. Wth the
seasonal nature of nuch of the state’'s workforce and
Al aska’s vast renoteness, U benefits serve not only
to bridge the economic gap for the individual worker,
but also as a stabilizing influence on [ocal
econom es.

The current Maxi num Weekly Benefit Anount (MABA) of

$370 only replaces 36% of the state’'s average weekly
wage of $1,020. An MABA of $510 woul d provi de 50% wage
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repl acenent of the average weekly wage, a nationally
recogni zed norm

To conpare to other western states, the MABA rate in
Washi ngton is $681, Oregon is $590, and

California is $450. In addition, Al aska is one of only
three states where the cost of providing U benefits
is shared by enployers and enpl oyees.

House Bill 142 would increase the maximum weekly
benefit amount under the U Programin two steps from
the current $370 to $458 in 2018 and to $510 in 2019.

Among 50 states, the District of Colunbia, and Puerto
Ri co, Al aska is:

e 39th in Maxi mum Wekly Benefit Anpunt
e 44th in Average Wekly Benefit Anmpbunt ($252)
* 52nd in Wage Repl acenent Ratio (.288)

* 9th in Recipiency Rate (unenployed workers
recei ving benefits - .37)

As a claimant filing for U benefits, individuals are
responsible for actively seeking suitable fulltinme
enpl oynment and reporting activity for seeki ng
enpl oynment each week to remain eligible.

The federal poverty level for a famly of three in
Al aska for 2016 is $25,200, or $2100 a nonth.

An  unenployed single parent wth tw dependent
children receiving the MABA of $370 plus the dependent
child allowance of $24 per child under 18 (up to a
maxi mum of three) receives approxinmately $1800 per
month in U benefits.

By passing House Bill 142, Alaska will be nore in-line
with the average weekly benefits and provide the
necessary financial support famlies need to survive
whi | e seeki ng enpl oynent.

Representative Tuck relayed that there were representatives
from the Departnment of Labor and Workforce Devel opnent who
worked with the Unenpl oynent | nsurance (Ul) Pr ogram
avai |l abl e for questions.

Co-Chair Foster reviewed the list of available testifiers.
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Representative WIlson comented that it |ooked like the
anount a person nade was going up rather than having a cap.
She wondered if the legislation would require enployers or
enpl oyees to pay a higher percentage into unenpl oynent.

2:45:30 PM

LENNON WELLER, ECONOM ST, RESEARCH AND ANALYSI S, DEPARTMENT
OF LABOR AND WORKFCORCE DEVELOPMENT, responded that as the
state increased benefit costs beyond the current schedul e
there would be a bit of an increase in costs going out into
the future, as tax rates would need to respond to sone
| arger benefit costs.

Representative WIson wanted to know if it would cost
enpl oyers or enployees nore of a percentage than what they
currently contributed to the program M. Wller responded
that there were essentially two steps to the financing of
the U system The first nmain part was a cost recapture
portion which divvied out benefit costs recaptured as a
share. It was a 73/27 split in statute. He relayed that the
share would renmain the sane. However, as costs increased

rates would reflect a larger benefit cost. As nore benefits
were paid out and the trust fund noved, it would
potentially increase tax rates.

Representative WIlson wondered if the departnment woul d have
to cone back to the legislature for a statute change if the
rates increased. M. Wller relayed that the financing
system was set in statute. The departnment would not be
required to cone back to nmke a statute change.
Essentially, it was an automatically adjusting system
trying to both maintain rates that were reflective of costs
and a target for the reserve ratio in the fund. Al the
financing was directed through current statute.

Representative WIson wanted to see a chart show ng what
the change would |l ook |ike. She agreed that the rates were
|l ow, especially with a cap in place. She also wanted to
know about the training funds such as the Al aska Technica
Vocational Education Program (TVEP) funds tied to the
state's wunenploynent. She wondered, that as the state
dwi ndl ed sone of the funds by increasing funding in another
pl ace, how soneone would have access to those funds for
additional training. She was concerned because there had
been an issue in the prior year w th unenpl oynent funding.
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Representative Tuck wondered if her question was about what
woul d happen with the TVEP funds if the rates increased. He
t hought the TVEP funding rate was 1 percent.

Representative WIson commented that as nore people were
unenpl oyed there would be |less noney available in the
unenpl oynent fund, the fund that funded TVEP. She indicated
there was also other training progranms, paid through the
unenpl oynent fund, available for people needing to find a
new vocation. She wanted to ensure there was enough nobney
for the prograns already using the fund.

M. Weller conveyed that an increase in the maxi num weekly
benefit anmount would not inpact either the State Training
and Enploynment Program (STEP) or TVEP funding to any
extent; they were dedicated taxes paid for out of a portion
of enployees' tax rates. It never actually went into the U
trust fund. It was diverted, pre-deposit, and the rates
were set in statute. It was sixteen hundredths of a
percentage point for TVEP and one tenth of a percentage
point for the STEP training progranms of which were offset
against an enployee's portion of their initial U tax
liability.

Representati ve Tuck responded that unenploynment would not
go up because of the bill. Larger benefits would help to
maintain famlies. If the representative was concerned that
nore Al askans would renmain in Al aska and would have to take
advant age of the prograns, it was a possibility.

2:51: 06 PM

Representative WIson wanted Al askans to stay in Al aska.
Her concern was that the excess noney that was not utilized
currently would be utilized for other things aside from
benefits. She wanted to ensure that the fund was healthy
enough and those who needed to be retrained could get the
training. She comrented that U was used for other things
besi des benefits. She wondered how the state would do nore
with [ ess. She thought the cost would fall on the shoul ders
of the enployer and the enployee. Representative Tuck
answered that he did not know what kind of benefits
unenpl oyed Al askans received if there was |eft over noney.
He thought nost of the prograns were paid off the top, when
the noney went into the fund. He deferred to the
depart nment.
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PATSY WESTCOTT, ASSISTANT DI RECTOR, EMPLOYMENT SECURITY,
DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT, responded
that the funding nechanisns for STEP and TVEP did not
change with the bill. If the departnent had seen variations
in the anount available for STEP and TVEP, it was because
U tax rates went up or down. As U tax rates went up, nore
nmoney was collected creating a larger diversion for STEP
and TVEP. As tax rates went down, there was l|less of a
di version for STEP and TVEP.

Representative WI|son asked how the rates went up and down.
M. Weller answered that the amounts the state would take
in for both the STEP and TVEP prograns were based on
taxabl e wages. Specifically, as taxable wages grew, the
nom nal anount of dollars being pulled into either of those
funds would reflect that growh. The rates for the two
prograns were fixed. However, the anount of noney would
change based on the taxabl e wage base.

Represent ati ve Kawasaki nentioned that in Section 2 of the
bill there were sonme automatic adjustnments in the bill. He
wondered if nost states had automatic adjustnents. Ms.
Westcott replied that about 26 states had an automatic
adjustnment in their statutes to provide for an auto
adj usting maxi nrum weekly benefit anount.

Representati ve Kawasaki asked if the automatic adjustnent
typically pegged to a specific dollar anmount or sonething
el se. Ms. Westcott answered that it was typically tied to
the state's average weekly wage or a percentage of the
state's average weekly wage.

Representati ve Kawasaki reported that in Section 2 it
stated that the departnent would increase weekly benefits
$2 for each $250. He wondered why the amount was set in
pl ace. Representative Tuck responded that it was already in
statute. The bill was lifting the anobunt to about the
nati onal average for those individuals making nore than the
average per week. He referred to Page 2 which reflected the
same fornula, only it extended the higher maxi mum anount
pai d out.

2:55:59 PM

Co-Chair Seaton referred to Page 5 of the handout that
reviewed the weekly benefit anobunts. The page was titled
"Recipiency Rates.” He noted that Alaska was the ninth
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state on the list. He asked about the neaning of recipiency
rate and whether Al aska's rate was good or bad. He wanted
to better understand the term

M. Wller answered that recipiency rates reflected the
percentage of those who were unenployed, eligible for U,
and those that were actually collecting U. He suggested
that the state would want to see as many of the people that
were eligible for the programfile for and collect benefits
if possible. Research showed that it helped to stimulate
the econony and ©provide short-term incone, keepi ng
individuals in a geographical area and allowing them to
reattach to work nore quickly.

Co-Chair Seaton asked M. Wller to review the percentage
rates. Alaska was at 37 percent. He wondered what factors
lead to Alaska's percentage being so high. M. Wstcott
responded that each state had its own unique set of
eligibility requirenents. In addition to being nonetarily
eligible for U, there were non-nonetary disqualifications
such as why sonmeone was not working or their availability
for fulltime work. Fluctuations in recipiency rates could
be seen from state-to-state depending on what other
di squalifications states mght have in their |aws.

Vice-Chair Gara stated that U was available to people who
were laid off. He asked if there was a distinction that if
soneone was termnated for cause, they would not be
eligible for U. M. Wstcott confirmed that Al aska had
di squalifications. For instance, if someone was term nated
for cause, or if soneone voluntarily quit their job w thout
good cause, there was a 6-week disqualification of benefits
under those circunstances.

Vice-Chair Gara asked if Ms. Westcott meant that there were
6 weeks of benefits. M. Westcott responded in the
negati ve. They would be disqualified from receiving
benefits for the first week of wunenploynent and the
followng 5 weeks. There was also a 3-week deduction from
t he maxi mum anmount that a person was eligible for over the
termof their benefit year.

2:59:57 PM

Representative WIson asked for a response about how it
woul d i npact small business in a negative way.
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Representative Pruitt asked about the nunbers listed at the
bottom of one of the handouts provided by the bill sponsor
[ Wekly Benefit Amount Proposal - Page 1] (copy on file)
He asked if the increases listed would take place if the
bill was enacted. M. Weller responded that he was correct.

HB 142 was HEARD and HELD in commttee for further
consi derati on.

Co-Chair Foster reviewed the agenda for the follow ng
nmeeti ng.

Representative WIson nmade the conmment that she had just
received a new iPad. She thought iPads should be used in
lieu of paper.

Co-Chair Foster stated the Co-Chairs would think about the
i dea.

#
ADJ OURNIVENT

3:03:26 PM

The neeting was adjourned at 3:03 p. m
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