SENATE FI NANCE COWM TTEE
May 11, 2017
9:12 a.m

9:12: 53 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:12 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Anna MacKi nnon, Co-Chair
Senator Cick Bishop, Vice-Chair
Senat or Shel |l ey Hughes

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Doctor Jay Butler, Chief Medical Oficer, Dvision of
Public Health, Departnent of Health and Social Services;
Sara Chanbers, Deputy Director, D vision of Corporations
Busi ness and Pr of essi onal Li censi ng, Depar t ment of
Commerce, Community and Econom c Devel opnent; Laura Craner,
Staff, Senator Anna MacKi nnon; Juli Lucky, Staff, Senator
Anna MacKi nnon; Senator Cathy G essel; Representative Lora
Rei nbol d.

PRESENT VI A TELECONFERENCE

Marla Thonpson, Director, Dvision of Mtor Vehicles,
Departnment of Administration; Dan Lowden, Captain, Al aska
State Troopers; Sheldon Fisher, Comm ssioner, Departmnent of
Adm ni strati on; Brian Duf fy, Director, Di vi si on of
Adm ni strative  Services, Depart ment of Mlitary and
Veterans Affairs; Mchael Stanker, Attorney, Departnment of
Law.

SUMVARY



SB 34 DRIVER S LICENSE & | D CARDS & REAL I D ACT

SB 34 was HEARD and HELD in commttee for further
consi derati on.

SB 79 OPI O DS; PRESCRI PTI ONS; DATABASE; LI CENSES

SB 79 was HEARD and HELD in commttee for further
consi derati on.

CSHB 111(FIN)(efd fld)
O L & GAS PRODUCTI ON TAX; PAYMENTS; CREDI TS

CSHB 111(FIN)(efd fld) was HEARD and HELD in
commttee for further consideration.

#sb79
SENATE BILL NO. 79

"An Act relating to the prescription of opioids;
establishing the Voluntary Nonopioid Directive Act;
relating to the controlled substance prescription
dat abase; relating to the practice of dentistry;
relating to the practice of nedicine; relating to the
practice of podiatry; relating to the practice of
osteopathy; relating to the practice of nursing;
relating to the practice of optonetry; relating to the
practice of veterinary nmedicine; related to the duties
of the Board of Pharmacy; and providing for an
effective date."

9:14: 56 AM

DOCTOR JAY BUTLER, CH EF MEDICAL OFFICER, D VISION OF
PUBLI C HEALTH, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES,
(DHSS) explained the reason for the legislation. He shared
that nore than 90 Al askans died of an opioid overdose the
year prior, which was nore than twice the nunber of
Al askans who died of AIDS at the peak of the HV epidenc

He stated that an opioid overdose represented nearly one in
every forty deaths that occurred in the state the year
prior. He shared that two-thirds of those deaths involved a
prescription opioid. He remarked that the majority of those
peopl e who use heroin and other illicit opioids report that
they first becanme addicted using prescription opioids. He
stressed that often the opioids were obtained from a
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trusted and well-nmeaning health care provider. He stressed
that the state was responding to the opioid epidemc
through comunity coalitions, citizen action, and state
government. He shared that SB 91 was passed and signed into
aw in March 2017, which authorized increased access to the
I'ife-saving drug Nal oxone.

Co- Chai r MacKi nnon acknow edged Senat or G essel's
participation in the bill process.

9:16:59 AM

Dr. Butler echoed stated that there were many people who
were saved by the Nal oxone kits. He remarked that the kits,
however, did not address sonme of the wunderlying issues
surrounding the opioid epidemic. He stated that the kits
did not support those in recovery who wanted to nmintain
their sobriety. He renmarked that the kits also did not
address sone of the underlying factors in the increase of
opi oi d use and addi cti on.

9:33:19 AM

Senator von | nhof wondered what happened to the reports,
and what occurred with a pattern and whether there was
action on those trends. Dr. Butler replied that the intent
of the bill was for authorization for the Departnent of
Commerce, Community and Econom c Devel opnent (DCCED) to
i ssue the report card. He stressed that there was currently
no | egal authority to issue that report. He stated that the
information to the provider was solely for that provider.

Senator von Inhof surmsed that the bill would create a
dat abase that showed all the prescriptive drug behavior for
all health care providers in the state. Dr. Butler replied
that there would not be a new database, but enhancing the
exi sting database. He stated that the database was for
controll ed substances only.

9:36: 22 AM

Senat or Hughes expressed concern about the opioid epidemc
in the state. She wanted to ensure that the bill was
addressed the real problem She felt that there mght be "a
few bad apples" in the state who were over-prescribing. She
remarked that the Division of Public Health did not have
the authority to forward nanes to the board, but rather
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could only recognize trends. She wondered whether the data
showed that nobst prescribers were contributing to the
problem or was it only a few prescribers. She wondered
whet her the suspicious activity should be investigated, and
then forward that information to the appropriate boards.
Dr. Butler agreed that there were remarkable efforts and a
robust recovery comunity in the Mat-Su. He stated that the
broader nationw de data showed that nore than half of the
prescribed opioids cane from primary care providers. He
stated that the authority to pursue problematic providers
was Wi thin the boards in DCCED.

9:42:16 AM

Senat or Hughes wondered whether the various boards could
| ook at the Prescription Drug Mnitoring Program (PDWP) to
determne the outliers. She understood that the boards did
not have that authority. Dr. Butler replied that there was
an issue wth staffing. The PDVP manager was currently in
recruitnment. He stated that there were red flagged criteria
for behavior related to the nunber of prescribers and the
nunber of pharmacies visited over a set period of tine.

Senator Hughes felt that there needed to be an exam nation
of the over-prescribers that were shown in the database.
She wondered whether there needed to be a specific nane
assigned in the database, rather than |ocations and trends.
Dr. Butler deferred to Ms. Chanbers.

9:45: 08 AM

SARA CHAMBERS, DEPUTY DI RECTOR, DI VISION OF CORPORATI ONS
BUSI NESS AND PROFESSI ONAL LI CENSI NG, DEPARTNMENT OF
COWERCE, COVMUNITY AND ECONOM C DEVELOPMENT, responded
that the boards were recently given authority to get the
hi gh-1 evel trending non-specific information, and authority
to issue license discipline if the prescription drugs were
not used within generally safe practices. She agreed that
that the boards did not have the ability to view the PDW
and transmit the information on a specific prescriber,
unless there was a subpoena. She stated that the
| egi sl ation expanded the ability to provide information,
through a subpoena, to a l|aw enforcenent agency. She
stressed that the PDVP was not currently used as a punitive
investigative tool, but remarked that it could change wth
a policy change.
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Senat or Hughes surm sed that the board could only pursue an
i ndi vidual person after a filed conplaint. She wondered
whether the courts were ever wused in investigating a
conplaint. Ms. Chanbers replied in the affirmative.

Senat or Hughes hoped that there would be a report to see
whet her the PDWMP manager could have greater investigative
authority.

Senator Mcciche felt that the nost val uable aspect of the

bill was the daily prescription limt. He queried nore
information about the four-day and seven-day limts. He
remarked that there was data showing that a ten-day
prescription could result in addiction. Ms. Chanbers

replied that the Optonetry Board currently had a four-day
l[imt in statute, so that board was not included in the
bill. She stated that the seven-day limt extended to all
ot her practitioners, except for veterinarians.

Senator Mcciche felt that the limt could be successful.

9:52: 20 AM

Vice-Chair Bishop wondered whether the bill would be
addressed in the afternoon. Co-Chair McKinnon replied in
t he negati ve.

Vice-Chair Bishop queried the background of opioids. Dr.
Butl er responded that opium had been used nedicinally for
t housands of years. He remarked, however, that opium had
been known to result in addiction and physical dependency
for thousands of years. He stated that there was approva
in the 1990s that were introduced.

Co- Chair MacKi nnon di scussed comm ttee business.
Senator O son requested nore information about the boards.
Co- Chair MacKi nnon CLOSED public testinony.

SB 79 was HEARD and HELD in commttee for further
consi derati on.

10: 00: 36 AM
RECESSED
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2:18:10 PM
RECONVENED

#hb111
CS FOR HOUSE BILL NO. 111(FIN) (efd fld)

"An Act relating to the oil and gas production tax

tax paynents, and credits; relating to interest
applicable to delinquent oil and gas production tax;
relating to carried-forward |ease expenditures based
on losses and Iimting those |ease expenditures to an
anount equal to the gross value at the point of
production of oil and gas produced from the |ease or
property where the |ease expenditure was incurred;
relating to information concerning tax credits, |ease
expenditures, and oi | and gas taxes; relating to the
di sclosure of that information to the public; relating
to an adjustnment in the gross value at the point of
production; and relating to a legislative working
group. "

2:18: 49 PM

Vi ce-Chair Bishop MOVED to ADOPT the conmittee substitute
for CS SBHB 111(FIN) (efd fld), Wrk Draft 30-LS0450\B
(Nauman, 5/10/17).

Co- Chair MacKi nnon OBJECTED for di scussi on.

Co-Chair MacKinnon stated that the CS elimnated the
state's cash exposure by ending the program of refundable
oil and gas tax credits to small or new conpanies. She
stated that work after 2017 would no |onger be eligible for
cash credits. The only credits remaining statew de would be
those in Mddle Earth, and those would be nonrefundable.
She stated that it would conclude a nmultiple year effort to
phase out the credits that began in 2013. The bill provided
opportunities to reduce the credit backl og, which foll ow ng
two years of vetoes by the current adm nistration.

2:23:35 PM

LAURA CRAMER, STAFF, SENATOR ANNA MACKI NNON, expl ai ned the
commttee substitute with the Sectional Analysis (copy on
file):
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Section 1 Anends AS 31.05.030(n), Alaska Ol and Gas
Conservation Act, Powers and duties of conmm ssion.
Conformng to the Sec. 28 requirenent that the Al aska
Ol and Gas Conservation Commission determine the
start of regular production for purposes of applying a
carry-forward annual | oss.

Section 2 Anmends AS 43.05.225, Admnistration of
Revenue Laws, Interest.

For all delinquent taxes wunder the Departnent of
Revenue, interest is three points above the annual
rate set by the 12th Federal Reserve District,
conpounded quarterly, and is applied the entire tine a
tax i s delinquent.

Section 3 Anends AS 43.20.044(a), Alaska Net Incone
Tax Act, Exploration incentive credit

A taxpayer that earns an exploration credit under AS
43.55.025 for work done after July 1, 2016, may apply
the credit against the taxpayer’s own corporate incone
tax. Effective i mediately.

Section 4 Amends AS 43.20.047(h), Al aska Net Incone
Tax Act, Liquefied natural gas storage facility tax
credit.

Conformng to the future repeal of the Gl and Gas Tax
Credit Fund and conform ng repeals. Effective the
later of Jan. 1, 2022, or when there are no
out st andi ng applications for credit refunds.

Section 5 Anmends AS 43.55.023(c), al and Gas
Production Tax, Tax credits for certain |osses and
expendi t ures.

Credits earned under this section may be applied
agai nst prior-year taxes, interest, penalties or fees
related to the oil and gas production tax, providing
those Iliabilities have not been subject to an
adm nistrative proceeding or litigation. Credits may
not be wused against conservation surcharges or the
private royalty tax. Effective i medi ately.

Section 6 Anends AS 43.55.023(d), al and Gas
Production Tax, Tax credits for certain |osses and
expendi t ures.

Cash paynents for <credits wunder this section are
avai l able only for work perforned before Jan. 1, 2018.
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Section 7 Anends AS 43.55.023(d), al and Gas
Production Tax, Tax credits for certain |osses and
expendi tures, as anended by Sec. 6.

Conformng to the future repeal in Sec. 31 of the Ol
and Gas Tax Credit Fund. Effective the later of Jan
1, 2022, or when there are no outstanding applications
for credit refunds.

Section 8 Anends AS 43.55.023(e), al and Gas
Production Tax, Tax credits for certain |osses and
expendi t ures.

Transferrable tax credit certificates issued under
this section may be applied against prior-year taxes,
interest, penalties or fees related to the oil and gas
production tax, providing those liabilities have not
been subject to an admnistrative proceeding or
[itigation. Credits may not be used agai nst
conservation surcharges or the private royalty tax.
Ef fective i medi ately.

Section 9 Anmends AS 43.55.023(9), al and Gas
Production Tax, Tax credits for certain |osses and
expendi t ur es.

Conformng to the future repeal in Sec. 31 of the Ol
and Gas Tax Credit Fund. Effective the later of Jan
1, 2022, or when there are no outstandi ng applications
for credit refunds.

Section 10 Amends AS 43.55.025(a), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Credits under this section for work done on or after
July 1, 2016, nmay be applied against corporate incone
taxes. Effective i mediately.

Section 11 Amends AS 43.55.025(a), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl oration, as anmended by Sec. 10.

Conformng to the sunset of the AS 43.55.025(a)(4)
credit after Jan. 1, 2018, in Sec. 12.

Section 12 Anmends AS 43.55.025(b), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

The 40% credit for seismc wor k under AS
43.55.025(a)(4) wll not be available for work done
after Jan. 1, 2018.
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Section 13 Anmends AS 43.55.025(f), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Exploration credits under AS 43.55.025 for work done
after July 1, 2016, against corporate incone taxes.
Ef fective i nmediately.

Section 14 Anmends AS 43.55.025(g), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Exploration tax credits under this section that are
transferred to another taxpayer may not be applied
agai nst the purchaser’s corporate incone taxes.
Ef fective i nmediately.

Section 15 Anmends AS 43.55.025(h), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Tax credit certificates and tax credits under this
section may be applied against prior-year taxes,
interest, penalties or fees related to the oil and gas
production tax, providing those liabilities have not
been subject to an admnistrative proceeding or
[itigation. Credits may not be used agai nst
conservation surcharges or the private royalty tax.
Ef fective i nmediately.

Section 16 Amends AS 43.55.025(i), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Expl oration credits issued under this section for work
done after July 1, 2016, may be used agai nst corporate
incone tax, but may not be used to reduce corporate
i ncome taxes bel ow zero. Effective i medi ately.

Section 17 Amends AS 43.55.025(k), Gl and Gas
Production Tax, Alternative tax credit for oil and gas
expl orati on.

Conformng to the sunset of the seismc credit in Sec.
12.

Section 18 Adds a new subsection to AS 43.55.025, Ol
and Gas Production Tax, Alternative tax credit for oil
and gas expl orati on.

Creates a conditional tax credit certificate that the
Departnment of Revenue nust issue to explorers. The
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conditional certificate enables the holder to submt
an application for a refund while waiting for the
state to issue a transferrable certificate, but the
conditional certificates may not be purchased by the
state. Effective immedi ately.

Section 19 Anmends AS 43.55.028(a), Gl and Gas
Production Tax, al and gas tax credit fund
est abl i shed; cash purchase of tax credit certificates.

As of Jan. 1, 2018, the tax credit fund is only able
to purchase oil and gas tax credits issued for work
done before Jan. 1, 2018, and to purchase instate
refinery and LNG storage facility incone tax credits.

Section 20 Anmends AS 43.55.028(e), GOl and Gas
Production Tax, al and gas tax  credit fund
est abl i shed; cash purchase of tax credit certificates.
Allows the Department of Revenue to accept, but not
purchase, a conditional certificate from an explorer.
Ef fective inmediately.

Section 21 Amends AS 43.55.028(e), Gl and Gas
Production Tax, al and gas tax credit fund
establ i shed; cash purchase of tax credit certificates,
as anmended by Sec. 20.

Conformng to the Sec. 19 provision ending new entries
to the credit purchase programJan. 1, 2018.

Co- Chair MacKi nnon wondered  whet her Section 21 was
conform ng |anguage to Section 19. M. Craner replied in
the affirmative.

Section 22 Amends AS 43.55.029(a), Gl and Gas
Production Tax, Assignnent of tax credit certificate.
Conformng to the Sec. 30 repeal of the net operating
| oss credit.

2:34: 03 PM

Ms. Craner continued to discuss the Sectional Analysis:

Section 23 Anmends AS 43.55.160(d), Gl and Gas
Production Tax, Determ nation of production tax value
of oil and gas.

Conformng to the Sec. 30 repeal of the net operating
| oss credit.
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Section 24 Amends AS 43.55.160(e), Gl and Gas
Production Tax, Determ nation of production tax val ue
of oil and gas.

North Slope and Mddle Earth | ease expenditures may be
used to establish a carried-forward annual |oss. G oss
val ue reductions for new oil cannot make a | oss |arger
than it would otherwise be. Al so, nakes conformng
changes to the Sec. 30 repeal of the net operating
loss credit and the Sec. 25 ternms for |ease
expendi t ur es.

Section 25 Amends AS 43.55.165(a), GOl and Gas
Production Tax, Lease expenditures.

Lease expenditures include those, for the North Sl ope
and Mddle Earth, that were unable to be deducted in
t he previous year.

Section 26 Amends AS 43.55.165(f), Gl and Gas
Production Tax, Lease expenditures.

Conformng to the Sec. 30 repeal of the net operating
| oss credit.

Section 27 Adds a new paragraph to AS 43.55.165(1),
O 1 and Gas Production Tax, Lease expenditures.

Defines *“carried-forward annual loss” as a loss
establ i shed per Sec. 25.

2:37: 02 PM

Ms. Craner continued to discuss the Sectional Analysis:

Section 28 Adds new subsections to AS 43.55.165, Ol
and Gas Production Tax, Lease expenditures.

| mpl ements new ternms for how a carried-forward annua
loss is applied. A taxpayer may choose to apply all or
some of its loss, or to carry it forward. In applying
carry-forward annual |osses, a producer subject to the
mnimum tax may apply the amount that would reduce
taxes to the equal anobunt under the mninmum tax, and
not to zero. Carry-forward annual |osses in excess of
t he anount applied to reduce taxes to the equal of the
mnimumtax are carried forward.

Fifty percent of carry-forward annual |osses incurred
froma |ease or property not yet in production may be
used imediately; the remaining 50% nmay be used once
the lease or property enters regular production, as
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determined by the Alaska O and Gas Conservation
Conmi ssi on.

Section 29 Amends AS 43.55.170(c), Gl and Gas
Production Tax, Adjustnents to | ease expenditures.
Conformng to the Sec. 30 repeal of the net operating
| oss credit.

Section 30 Repeal er
Repeal s t he net oper ati ng | oss credit, AS
43. 55.023(b), on Jan. 1, 2018.

Section 31 Repeal er

At the later of Jan. 1, 2022, or when all outstanding
applications for <credit refunds have been paid,
repeals the GI and Gas Tax Cedit Fund and AS
43.55.028; assignability of credits to third parties,
AS 43.55.029; and makes conforming repeals in sections
of statute referencing the fund: AS 43.05.230(1),
Adm ni stration of Revenue Laws, D sclosure of tax
returns and reports, annual di scl osure of
di sbursenments from the fund; AS 43.20.046(e), Al aska
Net Incone Tax Act, Gas storage facility tax credit,
use of fund to pay the credit; AS 43.20.047(e), Al aska
Net Incone Tax Act, Liquefied natural gas storage
facility tax credit, use of fund to pay the credit
and AS 43.20.053(e), Alaska Net Income Tax Act,

Qualified I n-state oi | refinery infrastructure
expenditures tax credit, wuse of fund to pay the
credit.

2: 38: 55 PM

Ms. Craner continued wth the Sectional Analysis:

Section 32 Applicability

Credits wunder AS 43.55.025 may be applied against
corporate incone taxes by the conpany that incurred
the credits, regardless of when the credits were
earned. Effective imrediately.

Section 33 Applicability

Credits nay be applied against prior year oil and gas
tax liabilities, regardless of when the credits were
earned. Effective immedi ately.

Section 34 Applicability
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The new provisions related to | ease expenditures apply
to |lease expenditures incurred on or after Jan. 1,
2018.

Section 35 Transition | anguage

Interest rates charged on delinquent taxes for
cal endar year 2017 are the rates in statute before the
changes in Sec. 2 take effect on Jan. 1, 2018.

Section 36 Transition | anguage

Ensures the public disclosure of tax credit refund
recipients is nmade on April 30 of the year follow ng
the year in which the Gl and Gas Tax Credit Fund is
repeal ed, as the public disclosure is also repealed to
conform Effective the later of Jan. 1, 2022, or when
there are no outstanding applications for «credit
r ef unds.

Section 37 Transition | anguage

Taxpayers who incur a |oss before Jan. 1, 2018, remain
eligible for the net operating loss credit in current
statute that is repealed as of Jan. 1, 2018.

Section 38 Transition | anguage

Wien the G| and Gas Tax Credit Fund is repealed after
out standi ng applications have been paid, any balance
of the fund lapses into the general fund. Effective
the later of Jan. 1, 2022, or when there are no
out st andi ng applications for refunds.

Section 39 Transition | anguage
Dept. of Revenue may adopt regulations retroactively.
Effective i medi ately.

Section 40 Conditional effect, notification |anguage

Sections related to the repeal of the Ol and Gas Tax
Credit Fund take effect only after the Comm ssioner of
Revenue notifies the revisors when there are no
outstanding applications for the purchase of tax
credits, and it has been at |east one year since an
application has been received. Effective i mediately.

Section 41 Effective date

Sets an immediate effective date for sections rel ated
to the ability to use Mddle Earth exploration credits
against the conpany’s own corporate income tax
ltability, and to use credits against prior year tax
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liabilities that have not been subject to an
adm ni strative proceeding or to litigation.

Section 42 Effective date

Sets a Jan. 1, 2018, effective date for Section 25
which is treated separately because it nakes changes
to a section of statute that is wundergoing other
changes this year based on House Bill 247 of 2016

Section 43 Effective date

Sets an effective date of the later of Jan. 1, 2022

or Jan. 1 of the year in which notice is provided that
all outstanding applicants for credit purchases have
been paid, for the repeal of the Gl and Gas Tax
Credit Fund and conforni ng sections.

Section 44 Effective date
Sets a Jan. 1, 2018 effective date for all other
secti ons.

2:42: 47 PM

Co- Chair MacKi nnon W THDREW her OBJECTION. There being NO
further OBJECTIQON, the proposed committee substitute was
adopt ed.

2:43: 05 PM
AT EASE

2:44: 01 PM
RECONVENED

2:44: 09 PM

Co-Chair MacKi nnon announced that anendnents should be
submtted by 8am the follow ng day, because she intended to
nove the bill from committee the followi ng day. She stated
that there would be a fiscal note presentation at that
meet i ng.

CSHB 111(FIN) (efd fld) was HEARD and HELD in committee for
further consideration.

2:45: 32 PM
AT EASE

2:48: 25 PM
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RECONVENED

#sb34
SENATE BI LL NO. 34

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

2:48: 34 PM

Co- Chair MacKi nnon announced the history of the bill in the
comm ttee.

Vice-Chair Bishop MOVED to ADOPT the conmttee substitute
for SB 34, Wirk Draft 30-GS1781\T (Martin, 5/11/17).

Co- Chair MacKi nnon OBJECTED for di scussi on.

2:49:42 PM

JULlI LUCKY, STAFF, SENATOR ANNA MACKI NNON, renmarked that
the CS was drafted because of various di scussi ons.

Ms. Lucky addressed the Sectional/Explanation of Changes
(copy on file):

Section 1: NEW | nt ent | anguage added by the
| egi sl ature should continue efforts to anmend the REAL
ID Act to protect the privacy of Al askans.

Section 2: AVENDED: Anmends 18.65.310(a) to set the fee
for REAL ID conpliant identification cards at $20 -
increased from $10 in the previous bill.

Section 3: NEW Anmends 18.65.310(b) to require an
application for an identification card to include a
provision that the applicant understands the options
between the identification card types and what type of
card is being sel ected.

2:53:23 PM
AT EASE

2:53:30 PM
RECONVENED
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Ms. Lucky continued to discuss the changes:

Section 4: AMENDED: Adds new sections to 18.65.310 as
foll ows: (m Requires the departnent to adopt
regulations to issue federally conpliant cards and
requires an applicant to specifically choose one. New
| anguage in CS limts the docunents that can be
copi ed/ scanned and retained to the mninmm of what is
required by REAL ID and codifies the retention period
of 15 years, which matches what is currently in
regul ati on.

(n) Requires the state to continue to offer non-
conpliant cards. Requires an applicant to specifically
choose a federally conpliant identification card. The
CS keeps the prohibition against the state or
municipality requiring a person to get a federally
conpliant identification card, but allows an exception
when the state or nunicipality is acting as an
enpl oyer and the job duties require use of a conpliant
identification card.

New | anguage regarding non-conpliant identification
cards limts retention of facial inmages to 15 years

prohibits retention if a card is not issued, and
l[imts retention of verification docunents to a year
after the expiration date of the |license.

(o) The previous bill allowed the departnent to issue
a card with a validity of less than eight years if it
mat ches the anobunt of tine that a person is legally
authorized to be in the country. The CS contains that
| anguage, but anends a provision regarding a card
issued to a person that is legally allowed to stay in
the country for an “indefinite period.” The CS allows
the departnent nore discretion to renew for a period
of “up to eight years” — the previous bill limted the
card to one year

The CS also includes |anguage regarding when an
identification card can be renewed and guidelines for
renewal by mail or via the department’s website. The

CS also allows the departnent nore discretion with the
expiration date for a card when the authorized stay of
an individual is indetermnate — the previous bill
required a one year expiration date; the CS allows a
card to be valid “up to eight years.”

(p) Requires the departnent to provide the public with
information about the differences between current
cards (non-conpliant) and federally conpliant cards,
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including what a federally conpliant identification
card is required for and what alternatives are
avai | abl e.

REMOVED: Requirenment that a non-conpliant card be
created in-state.

(9) Definition of “identification card that IS
federally conpliant” — reworded.

Section 5: AMENDED: Adds new sections to 28.05.068 as
foll ows:

(a) If data is being shared with other entities to
conply with the REAL ID Act, limts that data to what
is required. This is simlar to the intent of the
| anguage in the previous bill, but has been reworded.
(b) — (e) — Add new | anguage relating to the sending
of social security nunbers to other entities for
verification that a person who is applying for a
driver’s license is not already |icensed in other
states. The |anguage requires the departnent to take
“all steps necessary” to elimnate the use of socia
security nunbers, otherwise to |limt the nunber of
digits of a social security nunber being used. Allows
up to five digits, which is the -current nunber
required by the S2S verification system to be used as
| ong as efforts have been made to reduce the nunber.

(f) Requires an annual report of the efforts nade in
(b) — (e); this section is repealed in 2021 by section
15 of this bill.

Section 6: AMENDED: Adds new sections to 28.15.041,
relating to driver’s i censes, to mrror t he
provisions in section 4 of the bill for identification
cards. Specifically:

(d) Requires the departnent to adopt regulations to
issue federally conpliant driver’s |[|icenses. New
anguage in CS limts the docunents that can be
copi ed/ scanned and retained to the mninmm of what is
required by REAL ID and codifies the retention period
of 15 vyears, which matches what 1is currently in
regul ati on.

(e) Requires the state to continue to offer non-
conpl i ant i censes. Requi res an appl i cant to
specifically choose a federally conpliant |icense. The
CS keeps the prohibition against the state or
municipality requiring a person to get a federally
conpliant driver’s license, but allows an exception
when the state or nunicipality is acting as an

Senat e Fi nance Comm ttee 17 05/11/17 9:12 A M



enpl oyer and the job duties require use of a conpliant

i cense.
New | anguage regardi ng non-conpliant driver’s licenses
limts retention of facial inages to 15 years,

prohibits retention if a license is not issued, and
limts retention of verification docunents to one year
after the expiration date of the license.

(f) Requires the departnment to provide the public with
information about the differences between current
driver’s i censes (non-conpl i ant) and federally
conpl i ant |i censes, including what a federally
conpliant identification card is required for and what
alternatives are avail abl e.

Section 7: ANMENDED: Adds a new subsection to

28.15. 061(b) t hat mrrors t he | anguage for
identification <cards in section 3. Requires an
application for a driver’s Ilicense to include a

provision that the applicant understands the options
between the driver’'s license types and what type of
license is being selected.

Section 8: Amends 28.15.101 (a) to extend the validity
of a driver’s license to eight years (fromfive). Sane
as previous bill.

Section 9: AMENDED: Anmends 28.15.101 (d), simlar to
the provisions in section 4, subsection (0) of this
bill, to allow the departnment to issue a driver’s
license with a validity of less than eight years if it
mat ches the anount of tine that a person is legally
authorized to be in the country and also repeals
| anguage allowing a person to renew their license for
free if the license was valid for less than the
maxi mum

The CS contains that |anguage, but anends a provision
that limts the validity of a driver’s license issued
to a person that is legally allowed to stay in the
country for an “indefinite period.” The CS allows the
department nore discretion to renew for a period of
“up to eight years” — the previous bill limted the
card to one year

3:01: 23 PM

Ms.

Lucky continued to highlight the changes:
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Section 10: AMENDED: Anends 28.15.111(a) to update the
security requirenents of cards to the highest security
st andards avail abl e.

Section 11: AMENDED: Adds new subsections to 28.15.111
that (d) prohibit bulk sharing of facial inmages
captured during the application process for driver’s
licenses, other than comercial driver’'s |licenses,
wth entities outside the state; and (e) require a
commercial driver’s license to be federally conpliant.
REMOVED: Limtations on copying and retention of
application docunents and facial inmages - see new
| anguage on sane topic in section 6. Al so renoved was
the requirenent that a non-conpliant driver’s |icense
be created in-state.

Section 12: Amends 28.15.271(b) to charge a $20 fee
for a driver’s license that is federal conpliant. Same
as previous bill.

Section 13: AMENDED: Adds a new subsection to
28.90.990(a) to define “driver’s |license that is
federally conpliant” — this was reworded in the CS

Section 14: NEW Repeals AS 44.99.040(a)(2), the
statute that prohibits use of assets to inplenent the
REAL ID Act. The previous bill anended this section
instead of repealing it.

Section 15: NEW Repeals 28.05.068(f) - the reporting
requi renent added by section 5 of this bill — on June
30, 2021.

Section 16: Transi tional Pr ovi si ons: Allows the
Department of Administration to adopt regulations to
i npl ement this Act.

Section 17: Immediate effective dates for section 14
(repeal) and section 16 (authority for regul ations).

Section 18: Effective date of January 1, 2019 for the
remai nder of the bill.

Co- Chair MacKi nnon W THDREW her OBJECTI ON. There being NO

further OBJECTIQON, the proposed conmttee substitute was
adopt ed.
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Senator von |Inhof noted that the bill stated that non-
conpliant identification cards would limt retention of
facial images to 15 years. She wondered what changed from
the previous presentation about not retaining facial
recogni tion

3:05: 55 PM

MARLA THOVPSQON, DI RECTOR, DIVISION OF MOTOR VEH CLES (DW)
DEPARTMENT OF ADM NI STRATI ON (via t el econf erence),
understood the that Senator von Imhof was concerned about
the retaining of an inage for one year after expiration.

Senator von Inmhof noted that initially the bill did not
allow any retention of documents or facial recognition. She
noted that the new bill allowed for significant retention.

She queried the circunstances that <contributed to the
change in the bill.

Co- Chair MacKi nnon queried the DW's current practice. M.
Thonpson replied that the DW currently retai ned docunents
for 15 years, which was the mnimum She stated that the
change in the legislation was from a request from
Department of Public Safety (DPS)

Co- Chair MacKi nnon noted that the initial bill presentation
from the Senate State Affairs comittee had docunent
di sposal. She stressed that it was never state law to
destroy the docunents. Ms. Thonpson agreed.

Senat or von | nmhof wondered whether the DW retained copies
of a person's passport and/or birth certificate. M.
Thonpson responded in the affirmative.

Senator von | nmhof understood that DW did not take copies
of those docunents. She requested confirmation that the DW
retai ned copies of the docunents. M. Thonpson replied that
the DW retained copies of the docunents.

3:10: 24 PM

Senat or Hughes felt t hat t he bill had st ronger
confidentiality provisions than the federal provisions. She
wondered whether the photos were shared with any other
state agencies. M. Thonpson replied that the photos were
only shared with DPS.
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Senat or Hughes wondered whether personal information was
shared with a national database. M. Thonpson responded
that the DW shared information with other states to
produce the nost valid identification possible. She
stressed that docunents and photos were not shared, but
only validation.

Senat or Hughes wondered whether personal information was
downl oaded into the database, or was there only a search of
the database for a match. M. Thonpson replied that the
search was only conducted based on the provided information
to determ ne matches.

Senat or Hughes surmised that the information would not be
shared on federally nonconpliant |I|icenses. M. Thonpson
replied that the conpliant |icenses required a validation
was secure.

Senat or Hughes wondered whether there was an issue wth
identity theft. Ms. Thonpson replied in the negative.

Senat or Hughes wondered whether the five to eight years
related to both the conpliant and nonconpliant |icenses.
Ms. Thonpson replied in the affirmative.

3:17: 07 PM

DAN L OVDEN, CAPTAI N, ALASKA  STATE  TROOPERS (via
tel econference), announced that he was available for
guestions. He remarked that he was slightly confused wth
the conversation related to the databases.

3:18: 05 PM

SHELDON FI SHER, COWM SSI ONER, DEPARTMENT OF ADM NI STRATI ON
(via teleconference), remarked that the bill was designed
to give a person a choice between a conpliant and
nonconpliant |icense. He stated that the database shared
m ni mal information to allow confirmation of |icense

information across states to ensure that individuals had an
appropriate record in another state. He stressed that the
other information was kept in the state, and the Real ID
dat abase only confirmed the validity of the docunents.

Senator Hughes queried what was shared in the database.
Conmi ssioner Fisher replied that the five digits of social
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security information was in the database, but would work to
reduce or elimnate that nunber. He stated that the nunber
was shared to determ ne whether an individual had a |icense
in another state. The primary docunents, such as a passport
or birth certificate, was not shared in the database.

Senat or Hughes wondered whether there was a concern about a
breach in the database. Comm ssioner Fisher replied that we
shoul d be concerned about identity theft. He felt that the
nature and anmount of information was relatively nodest.

Senat or Hughes asked whether the commander of the mlitary
bases in Al aska deci ded whether a federal conpliant |icense
was required, or could a nonconpliant |icense be chosen
Comm ssi oner Fisher wunderstood that the commander had a
certain anount of latitude in inplementation.

Vi ce-Chair Bishop remarked that the Departnent of Mlitary
and Veterans Affairs (DWA) had announced that a conpliant
| D woul d be required for base access.

3:23:58 PM

BRI AN DUFFY, DI RECTOR, DI VISION OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF M LI TARY AND  VETERANS AFFAI RS (via
tel econference), announced that that the commanders were
currently conplying with federal law, and did not have
wai ver authority.

Senator Hughes felt that there was msinformation. She
surm sed that the commanders did not have |eeway. M. Duffy
replied in the affirmative.

Co- Chair WMacKi nnon shared a document from a commander that
stated that the bases must conply with the federal |aw.

Senat or M cci che wondered whether the nonconpliant Al aska
I Ds would present additional risks. Comm ssioner Fisher
replied in the negative.

Senator Mcciche surmsed that the database was nanaged by
a private conpany. Comm ssioner Fisher stated that the DW
would validate a passport through a database that was
managed by Honmeland Security. The DW validated a birth
certificate that was managed by a nonprofit nanaged
dat abase.
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3:29:52 PM

Senator M cciche wondered whether there were additional
requirenents for a conpliant ID beyond what was required to
receive a passport. Conm ssioner Fisher replied in the
negati ve.

Co- Chair MacKi nnon wondered whether the data on the facial
image would be shared with anyone. Conm ssioner Fisher
replied that the facial inmage data woul d not be shared.

Co- Chair MacKi nnon asked whether |aw officers outside of
the state could subpoena that information. Conm ssioner
Fisher replied that the data would be shared with DPS, and
the DW would conmply with a subpoena.

Co- Chair MacKi nnon wondered whether the facial inage data
was shared on an individual basis. Comm ssioner Fisher
replied that the state would share the facial inmages wth
DPS, but there was no bul k sharing.

Co- Chair MacKinnon queried a regulation that required the
scanning and storage of the docunments. Conmi ssioner Fisher
deferred to Ms. Thonpson.

Ms. Thonpson replied in the affirmative, and deferred to
M. Stanker.

3:34:52 PM

M CHAEL STANKER, ATTORNEY, DEPARTIVENT OF LAW (via
tel econference), stated the statute did not explicitly
mention the storage or retention of the source docunments,
but the source docunments were considered as part of the
appl i cation.

Senator von | mhof wondered whether the nonconpliant and
conpliant requirements would retain a social security
docunent in storage. M. St anker replied that t he
regul ations under Real |ID would take a copy of the socia
security card, but Alaska regulation did not allow for
scanning of the card-only verification.

Co-Chair MacKi nnon asked for confirmation of t hose

comments. M. Thonpson stated that social security card
woul d not be scanned, and only vali dat ed.
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Co- Chair MacKi nnon wondered if there would be a change. Ms.
Thonpson replied in the negative.

Co- Chair MacKi nnon surnised that there would be no copy of
t he social security card. Ms. Thonpson agreed.

Vi ce-Chair Bishop wondered whether a hazardous endorsenent
on a conmer ci al driver's i cense (CDL) require
fingerprints. V5. Thonmpson agreed to provide that
i nformati on.

Co- Chai r MacKi nnon announced t hat t he bill was
controversial, and Al askans expected their privacy to be
honor ed.

Co-Chair MacKi nnon announced that anmendnents were due
foll ow ng day at 8am

SB 34 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OQURNIVENT
3:39: 00 PM

The neeting was adjourned at 3:38 p. m
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