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JERRY BURNETT, Director

Adm ni strative Services D vision

Departnent of Revenue (DOR)

Juneau, Al aska

POSI TI ON STATEMENT: Responded to questions during discussion of
HIR 28.
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Depart mnent of Revenue (DOR)

Juneau, Al aska

PCOSI TI ON STATEMENT: Responded to a question during discussion
of HIR 28.

ACTI ON NARRATI VE

CHAI R JAY RAMRAS called the House Judiciary Standing Conmittee
neeting to order at 1:06:50 PM Representatives Coghill,
Sanuel s, Hol nes, Dahlstrom and Ranras were present at the call
to order. Representative Kelly was also in attendance.

HCR 15 - AM CUS BRI EF REGARDI NG RI GHT TO BEAR ARMS

1: 07: 49 PM

CHAI R RAMRAS announced that the first order of business would be
HOUSE CONCURRENT RESOLUTION NO. 15, Urging the governor to
direct the attorney general to file an amicus curiae brief wth
the United States Suprene Court in the case of Parker v.
District of Colunbia, supporting the individual right to keep
and bear arms under the Second Anmendnent to the United States
Consti tution.

REPRESENTATI VE DAHLSTROM noved to adopt the proposed commttee
substitute (CS) for HCR 15, Version 25-LS1314\E, Luckhaupt,
1/24/ 08, as the work draft. There being no objection, Version E
was before the conmttee.

1: 09: 06 PM

JOHN MANLY, Conmuni cations Assistant, House Mijority Ofice,
Al aska State Legislature, explained on behalf of Representative
John Harris, sponsor, that HCR 15 asks the governor to direct
the attorney general to file an [am cus curiae] brief with the
[US. Suprene Court in District of Colunbia v. Heller], a "gun
rights case” which is hoped wll delineate that the right
provided by the Second Amendment is an individual right to keep
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and bear arms and not a collective right that can be easily
regul ated by governnent. He offered his understanding that the
attorney general does intend to sign onto the am cus curiae
brief being brought by the State of Texas, but offered his
belief that it is still inportant to go forth with HCR 15
because it makes an inportant statenent. In conclusion, he
posited that the sponsor would be anenable to any anendnent that
woul d assist the attorney general in his endeavors regarding
this issue.

1:11:18 PM

EDWARD GRASSER, House/ Senate Majority, Alaska State Legislature,
added that Heller is a landmark lawsuit that's been going
through the courts; the District of Colunbia has appealed the
district court opinion that the District of Colunbia doesn't
have the right to wunilaterally take all guns away from its
citizens - which it had been doing - because of the right
granted by the Second Anmendnent. Many who support the Second
Amendnent have been | ooking forward to this case, believing that

it will in part lay to rest the question of whether the Second
Amendnent supports the individual's right to keep and bear arnmns.
In conclusion, he said: "It's inportant to note that this is an
idea that's supported quite heavily in the state of Alaska; if
you' || recal |, the 1994 constitutional amendnent passed
overwhel mng, meking it clear that in ... the [Alaska State

Constitution], the right to keep and bear arnms is an individua
right."

REPRESENTATI VE COGHI LL asked for clarification regarding what
the adm nistration has done so far and "how we m ght operate in
the | anguage of this particular thing to make it work properly.”
He then relayed that he'd just received a note and would be
giving what it said further consideration.

1:13: 54 PM

CHAI R RAMRAS, after ascertaining that no one else wshed to
testify, closed public testinony on HCR 15.

REPRESENTATI VE DAHLSTROM noved to report the proposed CS for
HCR 15, Version  25-LS1314\E, Luckhaupt, 1/ 24/ 08, out of
committee with individual recommendations [and the acconpanying
fiscal notes].

REPRESENTATI VE COGHI LL objected, remarked "If, in fact, there is
sonmet hing noving, | mght ask for it to cone to [the House Rul es
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Standing Committee] to amend the resolve section ...," and then
removed his objection.

CHAI R RAMRAS, indicating that there were no further objections,
announced that CSHCR 15(JUD) was reported from the House
Judi ci ary Standing Conmtt ee.

HIR 28 - CONST. AM PRODUCTI ON TAX REVENUE FUND

1: 14: 42 PM

CHAI R RAMRAS announced that the final order of business would be
HOUSE JO NT RESCLUTION NO. 28, Proposing an anendnent to the
Constitution of the State of Alaska relating to the production
tax revenue fund, dedicating a portion of the petroleum
production tax to the fund, and |imting appropriations fromthe
f und.

REPRESENTATI VE SAMUELS, speaking as the sponsor of HIR 28,

offered that his philosophy regarding HIR 28 is that everyone -
whether they be legislators or nenbers of the public - is
cogni zant of the current "largess of noney" and believes that it
shoul d be saved. Politics being what they are, budgets tend to
go up - the needs tend to keep increasing - and his fear, he
relayed, is that if that noney is not saved for |ong-term cash
flow, eventually it will just be spent. House Joint Resolution
28, he remarked, is truly a long-term savings plan that wll

"spin out" cash flow - it's a long-term cash flow nmechanism -
and if the voters decide to adopt this proposed constitutiona

amendnment, "we would take all of the noney that is the
progressivity tax on the severance tax right now " Currently,

HIR 28 provides for a maxi mum payout rate of 4.5 percent of the
total in the proposed production tax revenue fund, though what
t hat percentage should ultimately be could still be debated; for
exanple, a lot of l|arge endowents are required by federal |aw
to pay out at 5 percent.

REPRESENTATI VE SAMJELS offered that with the payout nethodol ogy
provided for via HIR 28, if the market in which the investnents
are held is really good, the payout will be up slightly, and if

it isn't, the payout will be a little bit less, and the payout
will always go into the general fund (GF). The proposed
constitutional anendnent does not, however, say what that noney
will be spent on - that will be up to future legislatures to
deci de. One downside to putting the aforenentioned production
tax revenue into the Constitutional Budget Reserve Fund (CBRF)
is that it wll only be saved until it is needed, and ultimately
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it will be spent along with the rest of the CBRF, though putting

the noney into the CBRF would not be a bad thing. If the
production tax revenue is sinply allowed to remain in the G-, he
cautioned, it could result in budget increases. He offered his

belief that the governor has proposed legislation simlar to
what HIR 28 is proposing, but opined that it doesn't go far
enough because it would statutorily put the production tax
revenue into an account that the | egislature has access to.

REPRESENTATI VE SAMUELS proffered that under HIR 28, the

principal of the production tax revenue will always be protected
and there will also be a steady cash flow, though snall. The
only downside to HIR 28 s proposal, he surmsed, is that as

production continues to decline, it mght get to the point where
the noney on the progressive portion of the oil tax is needed to
bal ance the budget, thereby raising the question of whether
|l egislators would want to be putting noney into a "savings
account” while the "checking account”™ is running dry. One
alternative that could address that question would be to add a
sunset clause such that after five or six years, the |legislature
woul dn' t be constitutionally obligated to keep putting

production tax revenue into the proposed fund. Referring to
t hat proposed account, he relayed that other |egislation noving
t hough the process will address issues such as who nanages the

fund. Also, |anguage could be added [to that other |egislation]
that would allow the legislature to put other nonies into the
proposed fund if the |egislature so chooses.

REPRESENTATI VE SAMUELS noted that one question he's heard is,
why not sinply restructure the CBRF such that "you could
actually start spinning sone cash off," but because he |ikes the
idea of having a diversified portfolio for the state, he would
rather start the proposed fund, put some noney into it, and then
let the next legislature decide what to do with the CBRF, the
proposed fund, and whether to continue putting noney into it.

1:23: 32 PM

REPRESENTATI VE DAHLSTROM asked Representative Samuels whether
his intent is for the legislature to first pay back what is owed
to the CBRF and then start putting the production tax revenue
into the proposed fund.

REPRESENTATI VE SAMUJELS said no; if, after the fund "spun off
cash," the legislature wanted to appropriate that noney into the
CBRF, it could then do so. The proposal being offered via
HIR 28 woul d start a separate fund for |ong-termcash flow
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CHAI R RAMRAS asked how nuch the "progressivity" portion would be
and which fiscal year wuld be affected if this proposed
constitutional anmendnment is approved.

REPRESENTATI VE SAMUELS offered his understandi ng that production

tax revenue for this year would anmount to roughly $1 billion,
and the change to the Alaska State Constitution would be
retroactive to June 30, 2007. He posited that none of this

year's production tax revenue would be needed for this year's
budget .

1: 25: 37 PM

CHERYL NI ENHUI' S, Petrol eum Economi st |, Econom c Research G oup,
Tax Division, Departnent of Revenue (DOR), concurred that the
anmount the division forecast for fiscal year 2008 (FY 08) is
about $950 mllion, and pointed out that the division's fisca
note illustrates that it would be about $350-$400 million per
year, at l|east until 2014.

JERRY BURNETT, Di rector, Admi nistrative Services Division

Department of Revenue (DOR), in response to a question, pointed
out that the departnent has submitted two fiscal notes, one from
the Tax Division and one from the Treasury Division. The Tax

Division's fiscal note pertains to the progressivity surcharge,
and shows as a zero-revenue effect with a change from G- to a
constitutional dedi cated revenue source, and the Treasury
Division's fiscal note shows the estimted investnent cost of
managi ng the noney. This estimate is based on those deposits to
the fund, fromthe Tax Division's fiscal note, at an approxi mate
managenent cost of 10 basis points - approximtely half the cost
of managing the permanent fund; the assunption is that the
proposed fund could be managed at a |ower cost because there
woul dn't be costs associated with having a board of directors,
for exanple. Looking at the balance going forward, based on
some estimates that include a lot of assunptions, by 2014 the
proposed fund would have approximately a $3.1 billion bal ance
and, at 4.5 percent, would "spin off" about $152 mllion that
year. He nentioned that these assunptions are based on earnings
at the sane rate as the Public Enployees' Retirenment System
(PERS) for the last 10 years - 9.51 percent annual earnings.

CHAI R RAMRAS noted that 100 basis points equal 1 percent and 10
basis points equal .1 percent, and that even .1 percent of $4
billion is a significant sum of nobney. He questioned whether it
woul d be fair to equate the aforenenti oned managenent costs with
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fees a bank mght charge for maintaining a client's savings
account .

MR. BURNETT pointed out, though, that a bank wouldn't indicate
to its client in its nonthly statenents what it is charging to
maintain the client's savings account. The adm nistration, on
the other hand, would have to show costs for nmanaging the
proposed production tax revenue fund.

1: 31: 09 PM

REPRESENTATI VE SAMUELS asked whet her the costs would cone out of
t he fund.

MR. BURNETT explained that the Treasury Division would ask for
an appropriation from those funds each year to pay the
managenent costs; this would be simlar to how other funds are
now dealt with.

REPRESENTATI VE SAMUELS surm sed, then, that the proposed fund's
rate of return would nerely be .1 percent |ess.

MR. BURNETT concurred, and noted that it would show in the
budget as a budgeted anount each year.

REPRESENTATI VE HOLMES asked whether the |anguage in HIR 28 w |
allow for the appropriation of the nmanagenent costs,
particularly given that proposed subsection (c) currently says
in part that no appropriations other than 4.5 percent of the
fund' s market value may be made fromthe fund.

MR. BURNETT said he assunes that the departnent could "nanage it
internally" and have the managenent costs "netted out" of the

ear ni ngs. He acknowl edged that in that case, the managenent
costs mght not show up in the budget - it mght just be an
unbudget ed anount. In any event, the departnent would still be

showi ng the costs in the fiscal notes.

CHAI R RAMRAS surm sed that if production tax revenue were sinply
put into the G-, there wouldn't be any nmanagenent costs, and the
| egi sl ature could access all of it.

MR. BURNETT clarified that if that noney were placed into the
G-, it would not be invested in the sane manner; instead, it
woul d be invested in short term instruments or cash equivalents
so that it would be available for appropriation and spending at
all tines. The G and "other non-segregated investnents"” are
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probably earning 3-4 percent per year, whereas |long-term
accounts such as the subaccount for the CBRF earn higher rates.

CHAIR RAMRAS said, "So if we accept the premise that it wll
enjoy the sanme returns as the permanent fund, then arguably
these funds would enjoy 500 basis points to the good Iess
what ever the nmanagenent fee is.”

MR. BURNETT said that is essentially correct unless the noney
were segregated in the G and invested long term though the
departnment probably woul d not be naking that choice know ng that
the noney could be spent at any tinme and be necessary to use for
cash fl ow.

CHAI R RAMRAS asked whether the |egislature has ever segregated a
portion of the GF into a higher earning asset class.

MR. BURNETT said he is not aware of any such instance - nothing
beyond a one-year investnment. Wth regard to the CBRF, however,
the legislature did segregate a portion out for a longer term
i nvestnent in 1999.

CHAI R RAMRAS offered his understanding that short term treasury
notes are currently earning 2-2.5 percent, and surm sed that
that is what the production tax revenue would be earning if it
were placed in the G-

MR. BURNETT concurr ed.
1: 36: 32 PM

REPRESENTATI VE DAHLSTROM of fered her wunderstanding that there
was a commtnent made that the noney that was borrowed from the
CBRF would be paid back, though wi thout a specific tinefrane.
She surmsed that if it weren't for the fact that the state is
both the lender and the borrower in this instance, "we would
al ready be dinged pretty heavily for not having started making
sonme novenent towards paying sonme of this noney back.™

REPRESENTATI VE SAMUJELS acknow edged that he, too, understood

that such a conmtnment was nade. However, he added, "If you
tal k about the philosophy of it, |I'm proposing that we put, over
the next five years, ... $4 billion into a savings account,"”

regardl ess of whether that account ends up being the CBRF. He
again offered his belief that the people of Al aska just want the
noney saved.
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REPRESENTATI VE DAHLSTROM said she can see the need for having
both accounts: the CBRF and the proposed production tax revenue
f und. However, she relayed, she is not sure that she can wal k
away from what she feels was a very strong conmtnent to pay the
CBRF back before establishing another fund. "I don't see why we
can't do both ...," she added.

REPRESENTATI VE SAMUELS indicated that his fear is that if they
first pay the CBRF back, as production continues to decline, the

CBRF will still be needed to pay current bills and they wll
just run out of that noney sooner. |Instead there should be both
a short-term cash flow account and a long-term cash flow
account . He then offered his understanding that under the
proposed change, the "cash flow spinout” for the first year
woul d be roughly $50 million and that if that noney isn't needed
the first vyear, it could either be put into the CBRF or

reinvested in the proposed fund where it could accrue nore
i nterest.

1:40: 01 PM

MR. BURNETT added that if in fact the 4.5 percent payout is
reinvested, that would increase the avail abl e payout every year.

REPRESENTATI VE SAMJELS proffered that every year the |legislature
could then choose to reinvest that payout in the proposed fund,
or choose to put it into the CBRF. Furthernore, the |egislature
could choose to pay back the CBRF via other nechanisns at its
di sposal . He estimated that 20 years from now, even with a
decline in production, the proposed fund will be "spinning out"
$300 million per year wthout there having been any reinvestnent
and at a price of $70-$72 per barrel.

M5. N ENHU S acknow edged that the division is estimating the
price to be at $72 per barrel.

REPRESENTATI VE DAHLSTROM asked Representative Samuel s whet her he
intends that the noney in the proposed fund be invested only in
Al aska or instead invested wherever it will earn the greatest
return.

REPRESENTATI VE SAMUJELS said his thought is that the noney would
be invested in the same nanner that the departnent invests its
ot her funds.

1: 42: 23 PM
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REPRESENTATI VE COGHI LL noted that whatever the anobunt owed to
the CBRF, it is expected that that anount wll be paid back;
"that's why we have the 'sweep' every year that we have to dea
wi th" when considering appropriations and "that's how we instal
it by law" If the legislature sinply uses one fund to pay the
ot her fund back, he surm sed, Alaskans will see the legislature
nmoving large suns of noney around wthout there being any
benefit. He said he kind of likes the idea of conbining the
CBRF with "the program we have" because the nore noney being
invested, the greater the potential return, but it's not a point
he would be willing to argue about. On a different point, he
said he is not too sure he likes the idea of inserting a
statutory reference into the Alaska State Constitution, and
asked Representative Sanuels whether that issue came up during
drafting.

REPRESENTATI VE SAMUELS said that that was one of his concerns as
well since the referenced statute could get changed in the
future, but his bigger concern centered on having to watch the
decline in production, and so he would prefer that the
| egi sl ature be mandated by the Al aska State Constitution to put
that noney in a savings account, adding that he is assum ng that
the progressive nature of the existing tax |law won't change over
the next few years. Having a constitutional deadline on when
the noney should be placed in the account is a good idea, he
remar ked.

REPRESENTATI VE COGHI LL offered his understanding that should the
proposed constitutional anmendnent be approved by the voters as

it's currently witten, it wll be the first time a statute is
referenced in the Alaska State Constitution; even the
constitutional provision pertaining to the CBRF doesn't

reference a specific statute. Statutes should be driven by the
constitution, rather than the <constitution being driven by
statutes, he opi ned.

REPRESENTATI VE SAMJELS said he'd had the bill drafted without
first speaking with either the DOR or the Al aska Pernmanent Fund
Corporation (APFC), and doesn't know whether there would be a
way to reference the production tax revenue without referring to
a specific statute.

CHAI R RAMRAS acknow edged that that is an inportant point to
consi der.

REPRESENTATI VE HOLMES said she concurs wth Representative
Coghi | I . She then referred to proposed subsection (b),
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characterized it as somewhat of a sunset clause, and questioned
whether it would go into effect even if an anendnent nade to the
referenced statute only effected a m nor granmmatical change, for
exanpl e. She also asked which fund any nonies received from
litigation regarding the progressivity tax would go into - the
proposed fund or the CBRF.

REPRESENTATI VE SAMUJELS i ndi cated that perhaps soneone else could
better address those questions.

1:52: 27 PM

REPRESENTATI VE HOLMES then said she is not sure whether they
would be able, constitutionally, to nove CBRF funds into the
proposed fund.

REPRESENTATI VE SAMUELS acknow edged that another constitutiona
anmendnent would be necessary in order to do that. He al so
acknow edged that if production tax revenue is placed into the
CBRF and then appropriated out via a three-quarter vote, there
will sinply be nore noney owed to the CBRF. Referring to a
chart illustrating estimted earnings payouts, he offered his
understanding that it indicates that when the proposed fund is
at $4 billion - the anmount in the CBRF - a 4.5 percent payout
would put $200 nmillion into the G If that payout wasn't
needed at that time, he reiterated, the noney could be
rei nvest ed. He indicated that he'd been reluctant to begin
di scussi ons about conbining the proposed fund and the CBRF; even
t hough doing sonething along those Ilines would sinply be a
restructuring of the savings account, people mght view it as
destroyi ng the existing savings account.

CHAI R RAMRAS asked how the word "savings" is defined.

REPRESENTATI VE SAMUELS offered that "savings" nmeans "sonething
you're going to earn today that you'll be able to live off into
perpetuity.”

CHAIR RAMRAS asked whether HIR 28 is in essence a five-year
savi ngs pl an.

REPRESENTATI VE SAMJELS said that is a good characterization,
adding that the legislature would always be able to "spinoff"
cash without there being a political argument over accessing it.
He predicted that future legislatures will be happy that the
present |egislature created the proposed fund.
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1:58: 20 PM

CHAI R RAMRAS questioned whether HIR 28 is taking the approach
that it is better to start saving a snmall anount earlier than to
start saving a |larger anount |ater.

REPRESENTATI VE SAMUELS indicated that it is.

REPRESENTATI VE  HOLIVES, referring to subsection (c), asked
whet her they would be better off |ooking at perhaps a four- or
five-year average.

MR. BURNETT said that it is typical in endowrent funds to "Il ook
at sonme kind of back-looking average." This protects the funds
agai nst years in which the stock market fluctuates wldly. For
exanple, the PFD payout is based on five years' worth of
earnings. What an entity is trying to achieve with a particul ar
payout percentage, he offered, is an inflation-adjusted rate of
return over tine. This way, the real value of a fund is
mai nt ai ned even if no nore deposits are nade.

REPRESENTATI VE SAMJELS said he is anenable to "whatever the best
nmechanismis to work the way that an endownent works."

REPRESENTATI VE COGHI LL noted that the |egislature has discussed
percent of nmarket value regarding the pernmanent fund, which
isn't endowed, and that they would have to think of how they
could institute HIR 28 with its current reference to statute.
He said he likes the idea of endowi ng the CBRF, but noted that
the earnings would then becone a "mgjority vote" issue. And
al though the three-quarter vote requirement has engendered
debate, it hasn't saved any noney, he opi ned.

REPRESENTATI VE COGHI LL surm sed that if the change proposed by
HIR 28 is incorporated into the Alaska State Constitution and
the legislature then later tries to conbine [the CBRF and the
propose fund], people will view such a proposal with distrust.
He added: "If there's a way that we can describe the revenue
stream from the revenue stream that you' ve proposed here, that
beconmes a steady revenue stream into [an] ... endownent fund
that would swallow up the [CBRF]; | think people would be
di sposed to that as long they could see it clearly."”

REPRESENTATI VE SAMUELS said he'd tried to keep [the CBRF and the
proposed fund] separate because he is not sure that the
| egislature could "swallow it all at one tine," though "having
bot h" woul d have advant ages.
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REPRESENTATI VE COGHI LL surm sed that people know that under the
Al aska State Constitution, the |egislature has several funds and
a spending limt. The CBRF is not being paid back and the
spending limt is ineffectual, he remarked, and people deserve
having integrity in the Al aska State Constitution and being able
to "see it as sinply as they can."”

REPRESENTATI VE SAMUELS opined that it is not a bad thing to have
di fferent mechanisnms for different purposes; HIR 28 is sinply a
"cash flow nechanism"” He acknow edged that the |egislation
could be altered to specify that for the first five years the
anount paid out fromthe proposed fund be put into the CBRF, but
warned that that could result in a future |egislature w shing
that wasn't the case. He surm sed that doing away with the CBRF
al t oget her woul d cause the public disconfort.

2:07:18 PM

REPRESENTATI VE COGHILL said he is nerely thinking in terns of
what the payout woul d be based on a | arger principal anmount.

REPRESENTATI VE SAMUELS offered his belief that for the next two
years, the legislature won't need either funds from the CBRF or
the payout from the proposed fund, but acknow edged that
probl ems could arise should that noney be invested differently.

MR. BURNETT explained that the CBRF is separated into two
accounts: t he subaccount - which is invested long term - and
the main account. Managing the CBRF as two separate accounts
ensures cash flow and maxi mum return.

REPRESENTATI VE COGHI LL again indicated that he has a problem
with HIR 28's proposal to include a statutory reference in the
Al aska State Constitution.

REPRESENTATI VE SAMJELS acknowl edged that it could be sonewhat
probl ematic, and thus he would like to find a way to do the sane
thing without including the statutory reference.

CHAI R RAMRAS characterized HIR 28 as a desperate attenpt at
forcing the legislature to save noney, and remarked on the

growt h of governnent. Because the l|egislature won't know what
problems it will face in the future, it mght be better to save
money for the next five years and then create an annuity that
pays out for the following ten years. In this way, the noney

that doesn't get spent on infrastructure or social service
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projects could provide a second revenue stream fifteen years
down the road. The difficulty with HIR 28, he acknow edged, is
that it treats the State of Alaska as a trust fund recipient

that can never be trusted with the principal, and this is
somewhat cynical in its construction. Sone people estimate that
the CBRF will be exhausted over the next several years, and so

the commttee ought to approach the issue as way of solving a
particular problem rather than just the state's inability to
save noney.

2:15:54 PM

REPRESENTATI VE SAMUELS said his fear is that in a few years, if
the noney is available to be spent, it will be, even if it is
not needed. Adopting the approach proposed by HIR 28 coul d make
financial issues a bit tougher for a few years, but not adopting
this approach could result in all of the production tax revenue
being spent in a few years. The proposal enbodied in HIR 28 is
just good financial planning.

CHAIR RAMRAS clarified that the aforenmentioned chart is non-
sophi sticated and only reflects the production tax revenue going
into the proposed fund for the first five years, and no attenpt
was nmade to "match cash flows exactly" - it's a very sinplistic
nodel .

REPRESENTATI VE HOLMES, referring to the retroactive aspect of
the bill, noted that the production tax revenue m ght already be
spent by the tinme the proposed constitutional anmendnment 1is
approved by the voters.

REPRESENTATI VE SAMJELS offered his belief that the DOR wll
sinply set the production tax revenue aside until it is known
whet her the proposed constitutional anendnent gets approved by
t he voters.

CHAIR RAMRAS relayed that he is a supporter of HIR 28, and
characterized it as indicative of the legislature's inability to
be good stewards of "the i mredi ate resource."”

REPRESENTATI VE COCGHI LL said he wouldn't characterize it as such
and opined that it is still worth considering.

REPRESENTATI VE SAMUELS rel ayed that he would research whether
the current statutory reference could be phrased in a different
fashi on. He then asked what the range of payouts is for other
types of funds.
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2:22:43 PM

LAURA  ACHEE, Research and Communi cations Li aison, Al aska
Per manent Fund Corporation (APFC), Departnent of Revenue (DOR),
relayed that every foundation in the US. is required by the
I nternal Revenue Service (IRS) to pay out 5 percent each year;
that collages have a range of payouts; and that the APFC at one
poi nt had | ooked at information regarding the long-term effects

of different spending rates. It's a bal ance between how nuch
nmoney is being sought early on as opposed to how much wll be
sought long term "If you start out at 4 percent, you get nuch

nmore out of the fund over its |ife than you do if you start off
at 6 percent even though you don't get as nuch on the front
end," so it's sinply a policy question for the legislature to
determne, she remarked, as are questions regarding how
conservative the payouts should be and whether they should be
aver aged.

CHAI R RAMRAS relayed that HIR 28 will be held over with public
testinmony remaining open, and indicated that a conmttee
substitute (CS) would be brought forth that addresses sone of
the i ssues raised thus far.

ADJ QURNVENT

There being no further business before the commttee, the House
Judiciary Standing Conmttee neeting was adjourned at 2:26 p. m
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