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CHAlI R VEYHRAUCH announced that the first order of business would
be HOUSE BILL NO 235 "An Act excepting from the Al aska Net

I ncone Tax  Act the federal deduction regarding incone
attributable to certain domestic production activities; and
providing for an effective date." [Before the committee, was

CSHB 235, Version 24-GH1137\F, Kurtz, 4/7/05.]
8:44:19 AM

TOM WLLIAMS, Chair of Tax Conmmittee, A aska G| and Gas
Association (AOGA), informed the commttee that he is also
Al aska tax counsel for BP Exploration (Alaska) Inc. He recalled
that at the last hearing there were a nunber of questions that
[ACGA] didn't have a chance to answer, which he would like to
address today. He then turned to the U S. Suprene court case

Kraft GCeneral Foods, Inc. v. lowa Departnent of Revenue and
Fi nance, which was nentioned at the prior hearing. He said that
the case is not applicable to Al aska because |owa adopted parts
of the federal system for the treatnment of foreign and donestic
di vidends for tax purposes. lowa chose the parts that would
help the state and decoupled from what it saw as having a
negative revenue inpact. As a result, lowa established a system
that only taxed foreign earnings paid as dividends from foreign
subsi di ari es; donestic earnings whether from foreign or donestic
subsidiaries weren't taxed. The aforenentioned is what the U S
Suprene Court said constituted the discrimnation against
forei gn conmerce.

8:45:57 AM

CHAIR WEYHRAUCH asked, for clarification purposes, if the
af orenenti oned case was because lowa was "tinkering" with the
federal code.

MR WLLIAMS replied that lowa was tinkering with the federa
code in the sense that it decided which portions to use for

"l owa purposes.” | owa adopted particular federal code incone
sections, but didn't adopt the tax credit provision. M.
WIllians opined that there is no state action to be done, the
federal law went into effect January 1, 2005. "There is nothing
that happened other than January 1st arrived,"” he said. There
is no state action to say Alaska is discrimnating. Mor e

inmportantly, if Alaska were to follow the status quo, it would
adopt the entire federal code wth regard to the qualified
production activity incone (QPAI). M. WIIlianms enphasized that
the federal code has already been adopted in its entirety. He

HOUSE WM COW TTEE - 3- April 11, 2005



added that in the lowa case, foreign commerce was involved.
Foreign comerce includes an extra dinension in that there are
i ssues that can inpact the nation. Therefore, from the federal
constitutional perspective it's inportant not to let states
interfere with foreign policy decisions because it could have
devastating inplications abroad and donestically. 1In regards to
why one would object to legislation that would return the state
to where it would be had Congress not acted, Congress did act
and Al aska adopted it.

MR WLLIAMS then highlighted that earlier in 2005 the
Departnent of Revenue (DOR) made an adm nistrative tax change to

the [economic limt factor (ELF)] that resulted in $150 million
[l oss] annually. Therefore, he characterized an additional $30
mllion as "piling on," especially in a tinme of surplus. He
acknowl edged that the state never has enough noney to cover
every agenda. He stated this legislation is unnecessary and
coul d have unintended consequences simlar to those [discovered
with the ELF tax change], including the defernent of projects.
M. WIlianms pointed out that $50 oil is $50 oil no matter the

| ocation, [a difference] is that Al aska has higher costs than
anywhere el se. Therefore, Al aska nust recognize its strengths,
one of which is a "stable and predictable tax regine."

8:53:11 AM

REPRESENTATI VE SEATON asked, for clarification purposes, if M.
Wllians's testinmony was inplicating that Al aska needs to couple
with the federal tax code because decoupling would be
detrinmental to Al aska.

MR. WLLIAMS said there are nmany strengths with staying coupl ed
with the Al aska system such as ease of administration for the
DOR. Simlarly, the industry's perspective is Al aska should
follow the federal definition of taxable inconme because it
doesn't require additional nodifications of tax calculation

purposes in Al aska. He added that coupling is efficient for
taxpayers and industry. He noted that not every thing the
federal governnment does is a tax break for the oil and gas
i ndustry.

8:55:51 AM

REPRESENTATI VE SEATON opi ned t he | egi sl ature ei t her

automatically couples which offers security or decouples when
it's appropriate, and "one or the other needs to float."
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MR WLLIAMS said the legislature nmakes that decision about
whet her to decouple from a specific provision. He alluded to
the idea that tax |aws have becone increasingly conplicated and
therefore allowing the federal governnment to do the "heavy
lifting and the enforcenent tax laws" is w se.

8:58: 01 AM

MR WLLIAMS, in response to Chair Wyhrauch, said Congress
doesn't have the power to tell states how to define incone.

8:59: 34 AM

CHUCK HARLAMERT, Juneau Section Chief, Tax Division, Departnment
of Revenue, referred to the Kraft decision and the inplication
that because Alaska took no action the discrimnation was
sonmehow permn ssi bl e. However, [a provision] is or is not
perm ssible per the constitution. M. Harlanmert recalled
testimony from the prior hearing that inplied that because
Al aska treats credits a bit differently, Alaska has the ability
to engage in this sort of discrimnatory treatnent of incone.
However, constitutional issues are a prerogative of the courts
which have dealt with income and credit issues on a separate
basi s. Therefore, he opined that income issues are fairly
"settled. " He highlighted that if a state treats econonc
activity outside of the state or the country differently than
inside and it's |less favorable, than it's inpermssible
di scrim nation. In contrast, wvirtually every state with an
income tax has credits and those credits are restricted to
activity within the state. The aforenentioned doesn't "square”
with the aforenentioned discussion regarding incone because it
favors in-state activity. Alaska allows credits wherever earned
in the US. and apportions those credits to the state. Unti |
four nonths ago there was no court definition that using tax
credits for investnent in the state violated the Comrerce
Cl ause. From a historical perspective, before and after the
Kraft case DOR had regular and ongoing disputes with taxpayers
regarding whether the state could incorporate the federal

government's discrimnation and apply it. Virtually all the
taxpayers filed on the basis that the state couldn't
discrimnate, the state argued, and generally | ost. Ther ef or e,

the department acquiesced in its regulations in 1998 such that
the calculations of foreign and donmestic activities outside the
state were equalized to calculations of incone inside the state,
whi ch has benefited every nmjor taxpayer as well as the state
because it's generated a predictable tax schene.
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9: 04: 53 AM

STEVEN B. PORTER, Deputy Conm ssioner, Departnment of Revenue,
commented that each state has to determ ne whether the federa

government's decisions are appropriate for the state. He
related his belief that maintaining the "status quo" is
appropriate and there is no need to provide the industry with an
addi ti onal i ncentive consi dering t he current econoni ¢
envi ronnent . And maintaining the status quo does not threaten
to raise the industries taxes, he added. Wth regard to the

argunent that by changing the tax status it increases the risk
to the state environnent, he suggested asking the [oil and gas
conpani es] which authorization for expenditure (AFE) isn't going
forward due to this small increnment. Although the industry may
argue that this legislation wll produce an increased risk for
investnment, Alaska is one of the safest places when one
considers the risks worl dw de.

9:08: 01 AM

REPRESENTATI VE SEATON asked how this legislation would effect
the fishery corporations, specifically <could there be a
situation such that fishery conpanies could pay no corporate tax
because of the [QPAI] generated outside of the state.

MR. HARLAMERT replied, "No, to have any benefit from this
proposal or fromthe federal |aw as applied in Al aska, you would

have to owe tax, ... the deduction is limted to the percentage
rate times the | esser of your QPAlI, or your qualified incone, or
your taxable income. So unless you have taxable income ... the

deduction won't do you any benefit."

REPRESENTATI VE SEATON asked if the QPAlI generated outside the
state would i npact the corporate incone tax of t hose
corporations paying tax within the state.

MR. HARLAMERT replied, "The [QPAI] could reduce their tax before
credits at a maxinmum at 9 percent, and so they would be paying
91 percent of what they would have paid without the bill anyway.
If you look at tax after credits that [anmount] can increase
because its 9 percent of the tax."

9:10: 51 AM
CHAI R WVEYHRAUCH turned to M. Porter's query regarding the risk

envi ronnent . He related his belief that AOGA s testinony has
said the cunulative effect of the legislature acting on the
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adm nistrative proposal to effect the QPAl coupled with the
previous admnistrative decision to effect ELF, produces a
potential long-termrisk environnment.

MR. PORTER rel ayed that Governor Murkowski has been clear in his
statenents regarding the [oil] industry. Gover nor Mur kowski
expects the state to receive its "fair share" of the revenue
whi l e supporting new devel opnent. He added that the state has
"been open to, and encourages the industry" to cone to the
division with its economcs. The industry is encouraged to
bring its AFEs to the division detailing how the increnental tax
on that field effects the econom cs of that project.

CHAI R VEYHRAUCH, upon determ ning no one else wished to testify,
cl osed public testinony.

9:14: 27 AM

REPRESENTATI VE SEATON [restating his notion from the prior
hearing] noved to adopt CSHB 235, Version 24-CGH1137\F, Kurtz,
4/ 7/ 05, as the working docunent. There being no objection,
Version F was before the committee.

REPRESENTATI VE SEATON noved to report CSHB 235, Version 24-
GH1137\F, Kurtz, 4/7/05, out of commttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 235(WM was reported from the House Speci al
Comm ttee on Ways and Means.

HIR 12- CONST. AM BUDGET RESERVE FUND REPEAL

9:16: 11 AM

CHAI R VEYHRAUCH announced that the final order of business would
be HOUSE JO NT RESOLUTION NO 12 Proposing anendnents to the
Constitution of the State of Alaska relating to the repeal of
the budget reserve fund. [Before the commttee, adopted as a
work draft was Version G 24-LS0485\G Cook, 4/4/05].

9:18: 41 AM

CHAIR WEYHRAUCH clarified that Version G of HIR 12 is dated
4/ 4/ 05, and Version F is dated 3/8/05.

TOM WRIGHT, Staff to Representative John Harris, Al aska State

Legislature, replied Version F was Representative OCroft's
proposal that the sponsor was taking into consideration. In
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response to Chai r Weyhr auch, M. Wi ght related that
Representative Seaton's anendnents to the resolution are
congruent with the sponsor's intent, such as including the 5
percent of market value (POW) nethodology and establishing a
portion of the currency going into a statutory constitutional
budget reserve. He added that the aforenentioned anmendnents may
need to be drafted in statutory |anguage through a bill

CHAI R WEYHRAUCH noted the commttee's intent to take action on
the resolution today and nove it to the next commttee of
referral for further refinenent.

9:18: 59 AM

MR WRIGHT reiterated his preference for the earlier nentioned
anendnents to be addressed in acconpanying | egislation.

CHAI R VEYHRAUCH, in response to Representative W] son, explained
that Version F was an idea of "how to sculpt HIR 12" that was
provi ded by Representative Croft. He acknow edged that as the
committee reviews Version G it nmay want to incorporate aspects
of Version F into Version G

The comm ttee took an at-ease from 9:20:37 AMto 9:24:41 AM

9: 25: 09 AM

REPRESENTATI VE WLSON noved to adopt Representative Seaton's
conceptual anendnents |abeled CSHIR12\G  Cook 4/4/05. The
conceptual anmendnents are as follows [original punctuation
provi ded] :

Proposed anmendnment # 1
Page 1 line 2
Insert after construction "pernmanent”

Proposed anmendnent # 2
Page 1 line 11
I nsert before appropriated "only"

insert after appropriated

"as authorized under (b) of this section”
Proposed anmendnment # 3

Page 1 line 11 after fund for insert
construction and
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Proposed anendnent # 4

Page 1 line 12 through 15 delete

Entire sentence beginning wth "MONEY MAY
CORPORATI ON.

Proposed anmendnent # 5
Page 1 line 16 add new section 2 and new section 3 and
renunber accordingly

*Sec. 2. Article IX, sec. 17(b), Constitution of the
State of Al aska, is repealed and readopted to read:

(b) Appropriations from the capital project
endownrent fund during a fiscal year may not
exceed five percent of the average of the fisca
year-end market values of the fund for the first
five of the preceding six fiscal years.
Appropriations fromthe fund may only be made for
capital projects.

*Sec. 3. Article |IX secs. 17(c) and 17(d),
Constitution of the State of Al aska, are repeal ed.

9:25:48 AM

CHAIR WEYHRAUCH related his understanding that the [five
separate] conceptual anendnents establish a capital construction
permanent fund, for which the CBR would be "norphed" from a
budget reserve fund for state spending in the constitution to a
fund for capital construction and naintenance projects wthin

the state. Therefore, it would essentially elimnate the CBR
and establish the aforenentioned account. He highlighted that
the Senate has adopted to wuse permanent fund earnings for
educati on proj ects, in addition Gover nor Mur kowsKki has

introduced legislation to use funds from the Anerada Hess
Settlenment which is within the corpus of the permanent fund. He
opined that the proposed fund could theoretically be used for
any of the aforenentioned purposes. However, a gas pipeline may
not qualify as a capital construction fund because it would be,
theoretically, by private industry.

9:.27:24 AM

REPRESENTATIVE WLSON asked if the [capital construction
project] could potentially be utilized in the event that the
state decides to take part ownership of the pipeline.

CHAI R WVEYHRAUCH replied, "I guess it's arguable.™
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9:27:43 AM

CHAIR WEYHRAUCH objected to the conceptual amendnents for
di scussi on purposes.

9:28: 01 AM

REPRESENTATI VE SEATON expl ained that the portion [of Conceptua
Amendnent 1] |abeled as proposed anmendnent 1 inserts the word
"permanent fund" starting on page 1, line 2, throughout the
resolution in order to clarify for voters that the fund's
purpose is as a "pernmanent capital generation source.”

CHAIR WEYHRAUCH related his belief that the [capital project
fund] presents a "philosophical shift" in the resol ution.

9:29: 43 AM

REPRESENTATI VE SEATON reiterated that proposed anmendnent 1
proposed a title change for identification purposes. He turned
to proposed anendnment 2 [as | abeled on Conceptual Anendnment 1]
on page 1, line 11, which proposes to insert the word "only"
before appropriated, which reads "the noney can only be
appropriated.”

CHAI R WEYHRAUCH suggested that granmatical the |anguage "noney
may only be appropriated” would be better.

9:30:18 AM

REPRESENTATI VE SEATON related that the aforenentioned |anguage
was taken from Version F.

MR WRIGHT, in response to Chair Wyhrauch, offered Version F
page 2, line 9, reads "Appropriations fromthe fund may only be
made for capital projects.”

9:31:16 AM

REPRESENTATI VE SEATON said he would take Chair Wyhrauch's
suggestion as a friendly anmendnent.

CHAI R WEYHRAUCH cl arified then that the word "only" be inserted
before "be appropriated”.

9:31:48 AM
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REPRESENTATI VE W LSON suggested that the change on page 1, line
2, that inserts "permanent"” after the word "construction” should
be done throughout the body of the resolution.

REPRESENTATI VE SEATON agreed wth that suggestion, and noted
that was his intention

9:32:22 AM

CHAIR WEYHRAUCH clarified that Anmendnent 2 [as |abeled on
Conceptual Anmendnent 1] for page 1, line 11, inserts the word
"only" before "be appropriated”.

MR WRIGHT said he is uncertain if it's necessary on page 1,
line 11, to insert after appropriated "as authorized under (b)
of this section,” because the text is referring to its own
subsecti on.

REPRESENTATI VE SEATON agreed that it's confusing, and suggested
t hat perhaps the | anguage "Article I X, sec 17(b)" could be added
for clarity.

MR. WRI GHT noted the aforenmentioned text is found in Version F,
subsection (a).

9: 34: 31 AM

CHAI R VWEYHRAUCH opined the sentence in Version G on page 1,
lines 9-10: "Money may be appropriated only as provided under
(b) of this section.” should be del eted.

9:35: 11 AM

REPRESENTATI VE SEATON reiterated the need to include the
| anguage "under Article IX, sec 17(b)" so that the resolution
woul d refer to the way in which the appropriation is authorized.

9:35:57 AM

CHAIR WEYHRAUCH questioned whether Representative Seaton's
suggested | anguage i s necessary.

MR. WRI GHT opined that the |anguage "as authorized under (b) of

this section.” is not necessary because it's already found in
subsection (b).
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REPRESENTATIVE WLSON asked whether the | anguage: "as
aut hori zed under Article IX, section 17(b) of this section" is
necessary.

MR, WRIGHT related his belief that it's unnecessary.
9:37:25 AM

CHAIR WEYHRAUCH pointed out that a new section 18 [in the
constitution] is being created.

REPRESENTATI VE WLSON inquired as to whether section 18 needs to
refer back to section 17.

MR WRIGHT clarified that section 17 is being repeal ed because a
constitutional anendnent cannot be anended. Therefore, the
section woul d remai n nunbered accordingly.

CHAI R WVEYHRAUCH asked whet her the capital construction permanent
fund should be section 17 or 18.

MR VWRIGHT related his belief that it should be section 18.

9: 38: 35 AM

CHAI R WEYHRAUCH, wupon conferring with Representative Seaton,
announced that the portion of the anendnent on [page 1, line 11]
after appropriated, that would insert "as authorized under (b)
of this section.” is to be deleted fromthe Conceptual Amendnent
1. He then turned the commttee's attention to proposed
amendnent 3 [as | abeled on Conceptual Amendnent 1] to page 1,
line 11, which would after the word "fund", i nsert,

"construction and nmi nt enance. "

REPRESENTATI VE SEATON expl ai ned that the change was proposed so
that it's clear that the fund can be used for "construction and
mai nt enance. "

9: 39: 36 AM

MR WRIGHT, in response to Chair Wyhrauch, said there is no
problemw th inserting "construction and mai nt enance. "

9: 39: 55 AM

CHAI R VEYHRAUCH, in response to Representative WIson, said page
1, line 11, wll read, "Mney may only be appropriated from the
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capital construction fund for construction and maintenance of
facilities.”

9:41: 07 AM

CHAI R WVEYHRAUCH turned to anendnent 4 [as |abeled on Conceptua
Amendnent 1], page 1, line 12-15, deletes the entire sentence
"Money may be appropriated from the fund for paynent of the
principal and interest on general and obligation or revenue
bonds issues for the construction of capital projects by the
State or a subdivision of the State, including a public
corporation.”

9:41: 42 AM

REPRESENTATI VE SEATON characterized anmendnent 4 [as |abeled on
Conceptual Anmendnent 1] as a "policy call."”

REPRESENTATI VE W LSON noted her agreenent, and said that she
didn't want a prior legislature to have the ability to tie-up
all the funds for future |egislatures.

MR WRIGHT relayed that the sponsor has no objection to the
renoval of that |anguage.

CHAIR WEYHRAUCH, upon determning there was no objection,
announced that amendnents 1, 2, 3, and 4 [as |abeled on
Conceptual Anmendnent 1] were incorporated into the resolution.
He then turned the conmttee's attention to proposed anendnent 5
[as |abeled on Conceptual Anendnent 1], which proposes adding
new Sections 2 and 3.

9:45: 30 AM

VR. WRI GHT questioned whether the "budget reserve fund
transition | anguage" is necessary in the resolution.

REPRESENTATI VE SEATON said the transition |anguage is necessary
and it can be renunbered accordingly as opposed to being
repeal ed.

9:45: 52 AM
MR. WRI GHT suggested that it mght be nore appropriate to be a

new subsection (c) wunder section 18, rather than repealing
section 17(c) and 17(d).
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REPRESENTATI VE SEATON rel ated that he wanted to include Sections
2 and 3 of Version F into Version G because that is where the
POW is defined. He reiterated that these anendnents are
concept ual

9:47: 07 AM

CHAIR WEYHRAUCH surmised then that "the guts"™ of these
amendnents i s establishing the POW.

9:47:22 AM

REPRESENTATI VE W LSON opi ned that POW nethodol ogy is inportant
in order to have an "steady streamt of revenue for each
| egi slature while protecting the principal of the fund.

9:48:48 AM

CHAI R VEYHRAUCH of fered that proposed anendnent 5 [as | abel ed on
Conceptual Amendnment 1] should read, "appropriations from the
capi tal construction permanent fund."

MR, VWRI GHT added that the sentence "Appropriations fromthe fund
may only be made for capital projects.” isn't necessary because
it's stated throughout the anmendnent that appropriations are for
construction and maintenance of facilities of the state or a
subdi vi sion of the state.

CHAI R VEYHRAUCH noted it's inportant to keep the constitution as
sinple a docunent as possible so it doesn't read like a
regul ati on.

MR. WRIGHT pointed out that Section 3 is unnecessary because
section 17 [of Article IX] is being repeal ed.

CHAIR WEYHRAUCH offered a friendly anendnent to proposed
anendnent 5 [as | abeled on Conceptual Anmendnent 1], which would
del ete the aforenenti oned sentence from Section 2 of Article 1X
section 17(b). In response to Representative WIson, Chair
Weyhrauch confirnmed that section 17(b) wi | now read,
"Appropriations from the capital construction permanent fund
during a fiscal year may not exceed five percent of the average
of the fiscal year-end narket values of the fund for the first
five of the preceding six fiscal years.” |In further response to
Representative W/ son, Chair Weyhrauch «clarified that the
af orenenti oned nmethodology is simlar to the calculations used
for the permanent fund dividend checks.
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9:52:30 AM

REPRESENTATI VE SEATON, in response to Representative WIson,
clarified this is the wording for POW.

REPRESENTATIVE WLSON added she wants to have the POW
met hodol ogy in the resol ution.

9: 53: 03 AM

CHAI R VWEYHRAUCH expl ained that the POW assunes an 8 percent
growh with 3 percent inflation, of which 5 percent is endowed

for use by the Ilegislature. In response to Representative
Wlson, Chair Wyhrauch answered, "the first five of the
proceeding six fiscal years,” is an assunption that tries to

even the fluctuations of the nmarket and determnes the rate of
return and infl ati on.

CHAI R VEYHRAUCH, in response to Representative WIson, said the
af orenmenti oned assunption is only used for the POW net hodol ogy.

9:54: 13 AM

MR. WRIGHT <clarified that the aforenentioned is standard
| anguage used in other legislation for the POW net hodol ogy.

9:54:46 AM

REPRESENTATI VE  SEATON noted his agreenent with earlier
statenments that if section 17 is repealed entirely, the
subsection should actually be "(c)" and the |anguage on the
first two lines of Sec. 2. could be deleted.

CHAI R VEYHRAUCH, in response to Representative WIson, said the
reorder of the sections is a drafting issue.

9: 56: 53 AM

REPRESENTATI VE SEATON added that the new Section 3 should be
del eted because of the repeal of section 17 [of Article IX] in
Version G In response to Representative WIson, Representative
Seaton clarified that the proposed Section 3 wll not be
inserted, and therefore the proposed anendnent 5 [as |abeled on
Conceptual Anmendnent 1] will read:
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Article I X, sec. 17(b), Constitution of the State of Alaska, is
repeal ed and readopted to read:

(b) Appropriations fromthe capital construction
permanent fund during a fiscal year may not exceed
five percent of the average of the fiscal year-end
mar ket values of the fund for the first five of the
precedi ng six fiscal years.

REPRESENTATI VE SEATON said instead of the conceptual anendnent
of adding section 2, all that is needed is the addition of
subsection (c) under Section [2].

9: 58: 38 AM

MR WRIGHT noted that the conceptual anendnents have added
significant changes to which the sponsor won't have any
pr obl ens.

9:59: 10 AM

CHAI R WEYHRAUCH added that there may need to be a conmttee
letter of intent. Chair Wyhrauch renoved his objection to
Conceptual Anmendnment 1 [proposed anendnents 1-5, as anended].
There being no further objection, Conceptual Amendnent 1, as
anended, [proposed anendnents 1-5, as anended] were adopted.
[ The committee later returned to HIR 12.]

10: 00: 49 AM

The commttee recessed at 10:00 a.m to the call of the chair.
4:13: 13 PM

CHAI R VWEYHRAUCH reconvened the House Special Commttee on Ways
and Means neeting to order at 4:13 p.m Upon reconveni ng
Representatives Wyhrauch, Sanuels, Seaton, and WIson were
present.

HIR 12- CONST. AM BUDGET RESERVE FUND REPEAL

CHAIR WEYHRAUCH returned the commttee's attention to HOUSE
JONT RESOLUTION NO 12, Proposing anendnents to the
Constitution of the State of Alaska relating to the repeal of
t he budget reserve fund.
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REPRESENTATI VE SEATON noved to adopt the proposed commttee
substitute (CS) for HIR 12, Version 24-LS0485\F, Cook, 4/11/05.

4:13:49 PM
CHAI R WVEYHRAUCH obj ect ed.
4:14: 07 PM

TOM WRIGHT, Staff to Representative John Harris, Al aska State
Legislature, in response to Chair Wyhrauch, related that
Version F has adopted the |anguage and intent of the conceptual
anmendnents brought forth earlier by the House Special Conmittee
on Ways and Means.

4:14:28 PM

CHAI R VEYHRAUCH, in response to Representative W] son, explained
that on page 2, [Section 30. Budget Reserve Fund. subsection
(b)], was a request by the commttee to not place any "fund
transitional provision" into the constitution, if it could be

done by a statutory anendnent. Furthernore, the aforenentioned
woul d conform and maintain the sinplicity of the constitution.
However, in order to establish the conmttee's aforenentioned

request the drafter added (b) "Notw thstanding Section 18(b),"
on establishing the percent of market value (POW) to include
the transitory section on the appropriations during the fiscal
years of [2007]-2012, which is a 5-year period to nake the POW
process work through the appropriation process. He expl ai ned
that the section "dovetails"” the intent of establishing five out
of six years of the POW, wth the anmount of noney avail able.
In further response to Representative WIson, Chair Wyhrauch
relayed that this would be voted on during the Novenber 2006
general election and, if approved, would take effect in 2007.

4:16: 31 PM
MR. WRI GHT added, "I did talk to the drafter and she said one of

the reasons this is being voted on in Novenmber, which is ..
hal fway through the fiscal year. And it's kind of hard to have

that full-year ... of this fund setup and trying to figure out
what 5 percent of that is until it actually had a full year in
use. "

4:17:14 PM

HOUSE WM COW TTEE -17- April 11, 2005



CHAI R WEYHRAUCH commented that by establishing a POW for the
capital construction fund, which doesn't involve any paynent of
the permanent fund dividend, allows the public to understand how
it works. He opined that it mght "dispel some fear" over how
POW could work in the context of the permanent fund.

4:17:18 PM

REPRESENTATI VE SEATON related his concern with the |egislature
only being allowed to use the preceding year's interest from now
until 2012 because if there was a potential downturn in
interest, the legislature could basically invade the principal.

He highlighted that the legislature could use the constitutional

budget reserve (CBR) during the transition in order not to
i nvade the principal.

4:18:58 PM

REPRESENTATIVE WLSON recalled that when the econony went
through a downturn event, Sitka never saw a reduction of its 6
percent principal. Therefore, she said, "I feel confortable"
with the 5 percent.

4:19:33 PM

MR. WRI GHT noted that the POW concept offers no principal, it's
all one lunp sum

4:20:11 PM

REPRESENTATI VE SEATON specified that he is not suggesting an
anmendnent at this tinme, but he would like to revisit the
concepts at a | ater date.

4:20: 33 PM

CHAIR WEYHRAUCH highlighted that the resolution has three
commttees through which it nust nove and through which there
can be refinenents. Chair Weyhrauch renoved his objection to
Ver si on F.

4:21.05 PM
REPRESENTATI VE SEATON noved to report CSHIR 12, Version 24-

LS0485\F, Cook, 4/11/05, out of conmmttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
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no objection, CSHIR 12(WM

Comm ttee on Ways and Means.

ADJ CQURNMVENT

4:21:21 PM

was reported from the House Speci al

There being no further business before the commttee,
Special Commttee on Ways and Means neeting was adjourned at

4:21 p.m
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