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03/ 01/ 07 (H) STA

03/ 06/ 07 (H) STA AT 8:00 AM CAPI TOL 106

03/ 06/ 07 (H) Schedul ed But Not Heard

03/ 15/ 07 (H) STA AT 8: 00 AM CAPI TOL 106

03/ 15/ 07 (H) Heard & Hel d

03/ 15/ 07 (H) M NUTE( STA)

03/ 22/ 07 (H) STA AT 8:00 AM CAPI TOL 106
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03/ 22/ 07 (H) M NUTE( STA)
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03/ 24/ 07 (H) M NUTE( STA)
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03/ 29/ 07 (H) M NUTE( STA)

03/ 30/ 07 (H STA RPT CS(STA) NT 1DP 3NR 2AM
03/ 30/ 07 (H) DP: COGHI LL

03/ 30/ 07 (H) NR: JOHNSON, ROSES, LYNN

03/ 30/ 07 (H AM GRUENBERG, DOLL

04/ 03/ 07 (H) BEFORE THE HOUSE

04/ 03/ 07 (H) TRANSM TTED TO (S)

04/ 03/ 07 (H VERSI ON: CSHB 171( STA) AM

04/ 04/ 07 (S) READ THE FI RST Tl ME - REFERRALS
04/ 04/ 07 (S) STA

04/ 12/ 07 (S STA AT 9: 00 AM BELTZ 211

04/ 12/ 07 (S) Heard & Hel d

04/ 12/ 07 (S) M NUTE( STA)

04/ 17/ 07 (S STA AT 9: 00 AM BELTZ 211

04/ 17/ 07 (S) Heard & Hel d

04/ 17/ Q7 (S) M NUTE( STA)

BILL: SB 134

SHORT TI TLE: FUNDI NG SHORTFALL POLI CY

SPONSOR(S): SENATOR(S) W LKEN

03/ 21/ 07 (S READ THE FI RST Tl ME - REFERRALS
03/ 21/ 07 (S) STA, FIN

04/ 19/ 07 (S) STA AT 9:00 AM BELTZ 211

BILL: HB 8

SHORT TI TLE: J.

KEVI N LAMM TRAI NI NG FACI LI TY

SPONSOR( S): REPRESENTATI VE('S) RAMRAS

01/ 16/ 07 (H PREFI LE RELEASED 1/ 5/ 07

01/ 16/ 07 (H READ THE FI RST TIME - REFERRALS

01/ 16/ 07 (H) TRA

02/ 15/ 07 (H TRA AT 1:30 PM CAPI TOL 17
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02/ 15/ 07 (H Heard & Held

02/ 15/ 07 (H M NUTE( TRA)

03/ 06/ 07 (H) TRA AT 1:30 PM CAPI TOL 17

03/ 06/ 07 (H Moved Qut of Conmittee

03/ 06/ 07 (H) M NUTE( TRA)

03/ 07/ 07 (H) TRA RPT 1DP 3NR

03/ 07/ 07 (H DP: FAI RCLOUCH

03/ 07/ 07 (H) NR: DOOGAN, JOHNSON, JOHANSEN
03/ 21/ 07 (H) TRANSM TTED TO (S)

03/ 21/ 07 (H VERSION: HB 8

03/ 23/ 07 (S READ THE FI RST Tl ME - REFERRALS
03/ 23/ 07 (S) TRA, STA

04/ 10/ 07 (S) TRA RPT 2DP 1NR

04/ 10/ 07 (S) DP: KOOKESH, OLSON

04/ 10/ 07 (S) NR: W ELECHOWSKI

04/ 10/ 07 (S) TRA AT 1: 30 PM BUTROVI CH 205
04/ 10/ 07 (S Moved HBT 8 Qut of Commttee
04/ 10/ 07 (S) M NUTE( TRA)

04/ 19/ 07 (S STA AT 9: 00 AM BELTZ 211

W TNESS REG STER

RYNNI EVA MOSS, St af f

to Representative Jack Coghill

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Answer ed questions regarding HB 171.

TAMARA COCK, Director

Legi sl ative Legal and Research Services Division

Legi sl ative Affairs Agency

Juneau, Al aska

POSI TI ON STATEMENT: Answered questions regarding HB 171.

PAM VARNI , Executive Director

Legi sl ative Affairs Agency

Juneau, Al aska

PCOSI TI ON STATEMENT: Expl ai ned an anmendnent to HB 171.

SENATOR GARY W LKEN

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented SB 134 as sponsor.

ACTI ON NARRATI VE
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CHAIR LESIL MCQU RE called the Senate State Affairs Standing
Commttee neeting to order at 9:05:47 AM Senators MQ@iire,
Stevens, Bunde, Geen, and French were present at the call to
or der.

HB 171- ACCOVMODATE 90- DAY SESSI ON

CHAI R MCGUI RE announced the consideration of HB 171. [Before the
commttee was CSHB 171(STA) am ] An anendnent |abeled KA. 1 has
the legislative session start in February, and Senator French
had suggested a January start date.

The comm ttee took an at-ease at 9:07:27 AM

9:07:34 AM
CHAI R MCGQUI RE of fered Anendnent 1, | abel ed 25-LS0653\ KA. 1.

SENATOR STEVENS suggested that that wasn’t the amendnent.

The commttee took an at-ease from 9:08:40 AMto 9:10: 24 AM

CHAIR MCGU RE wi thdrew Anendnent 1 and offered Anendnent 2,
| abel ed 25-LS0653\ KA. 4, as foll ows:

Page 2, line 17, through page 3, line 1:

Delete all material and insert:

" Sec. 24. 05. 090. Dur ati on of | egi sl at ur e;
[ REGULAR] sessions. The legislature shall convene at
the capital each year on the second Mnday in February
[ JANUARY] at 1:00 p.m Each [10:00 a.m; HOAEVER
FOLLOW NG A GUBERNATORI AL ELECTI ON YEAR, THE
LEA SLATURE SHALL CONVENE ON THE THI RD TUESDAY I[N
JANUARY AT 10:00 a.m EXCEPT AS PROVIDED IN TH' S
SECTION, EACH legislature has [SHALL HAVE] a duration
of two years and consists [SHALL CONSI ST] of a "First
Regul ar Session [,]" that neets [WH CH SHALL MEET] in
t he odd-nunbered years, and a "Second Regul ar Session
[,]" that neets [WHCH SHALL MEET] in the even-
nunbered years, and any special session [OR SESSI ONS]
that the governor or legislature calls [MAY FIND
NECESSARY TO CALL]."

Page 3, lines 24 - 25:

Delete all material .

Insert "Legislative Affairs Agency at any tine
before February [JANUARY] 1."
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SENATOR FRENCH obj ected, and he noted the nice weather and said
if the session starts in January, “we would be done today.”

SENATOR BUNDE said Senator French makes a good argunent;
however, consistency is inportant for voters. It is hard for
them to keep track of when the legislature is in Juneau. He is
tenpted by the sunshine, but a consistent date is better.

SENATOR FRENCH wthdrew his objection. Hearing no further
obj ections, Amendnent 2 was adopt ed.

9:12:30 AM

CHAIR MCGQUIRE said she would like to nmke tw conformng
amendnents with respect to the budget. She offered Amendnent 3
to change, on Page 6, line 18, the word “thirtieth” to “fifth”
and add a period after day and strike “in odd nunbered years and
through the fifth day in even nunbered vyears.” Hearing no
obj ections, Amendnment 3 was adopt ed.

CHAIR MCGQUI RE offered Anmendnent 4. On page 6, line 22, after
“only through the”, add “fifteenth |legislative day.” Also
strike: thirtieth legislative day in odd-nunbered years and
through the fifteenth legislative day in even-nunbered years.
She said Anendnment 4 confornms to the renoval of the staggered
start dates. Hearing no objections, Amendnent 4 was adopt ed.

CHAIR MCGQUI RE then offered Amendnent 5. On Page 7, lines 22-23

after the word “sessions”, strike: or following a gubernatoria

el ection year within the first 30 days after the l|egislature
convenes in regular session. “Wat we're doing is taking out
that reference to the staggering that the other body had.” The
House version had January and February start dates, she noted

wi th conform ng budget | anguage.

SENATOR STEVENS said it is not budget, but the nanes of persons.

CHAI R MCGUI RE agreed, and the other was for the budget. She said
she is just trying to clean up the references to a staggered
start date. The language is no |onger necessary unless the
| egi sl ature wants staggered start dates.

SENATOR GREEN said, “This puts it at nearly what the procedure
is now because it’'s at February fifteenth every year.”

9:16: 54 AM

RYNNI EVA MOSS, Staff to Representative Jack Coghill, Al aska
State Legislature, said Section 5 needs to be anended.
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CHAI R MCGUI RE heard no objection, so Anendnent 5 was adopt ed.

M5. MOSS said she assunes that if the legislature is convening
the second Monday of February it wuld want a February 1
deadline for prefiled bills.

CHAI R MCAUI RE said Arendnent 2 has done that.

9:18: 57 AM
SENATOR BUNDE offered Amendnment 6, |abeled 25LS0653\KA.5, as
foll ows:

Page 3, following line 30:
Insert new bill sections to read:
"* Sec. 6. AS 24.10.130(b) is anended to read:

(b) Legislators and officers and enployees of
the legislative branch of government are entitled to a
per diem allowance while the |legislature is in regular
or special session if authorized by the policy adopted
under (c) of this section, except that a |egislator
who resides in the state capital may not receive a per
diem allowance. A legislator nay receive a stipend
while the legislature is not in session if authorized
by the policy adopted under (c) of this section.

* Sec. 7. AS 24.10.130(c) is anended to read:

(c) The Al aska Legislative Council shall adopt a
policy regarding reinbursenent for noving expenses
applicable to all legislators and an applicable per
di em al | owance and stipend policy. The policy nust set
conditions for the reinbursenent for noving expenses,
[ AND] paynent of per diem during |egislative sessions,
and paynent of stipends during the interim between
sessions. The policy nust also prescribe the anounts
of reinbursenent, per diem and the stipend adapted to
the special needs of the legislative branch as
determ ned by the council."

Renunber the followi ng bill sections accordingly.

SENATOR BUNDE said the legislature is divided on the 90-day
session, but the people have spoken. He said the people also
spoke during the Jan Faiks era expressing concern about
| egi sl ative pay. Changes were nmade in response to public outcry,
and those should be cleaned up, he said. Amendnent 6 addresses
“mslabeling.” Menbers get a salary and per diem while in
session. During the interim the legislators can qualify for
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noney | abel ed as per diem but it is not per diem it is nore of
a stipend. A cynic would say the salary is disguised by calling
it per dieminstead of a stipend. If it is a stipend, the Juneau
| egislators are paid nore than others because they receive a per
di em duri ng session even though they live in their own hones. It
nore accurately portrays the legislators’ salary during the
interim as a stipend and “when we live in our own honmes we
shouldn’t qualify for per diem?”

9:21:53 AM
SENATOR STEVENS obj ect ed.

SENATOR BUNDE said it is wise to make sure that anendnents fit
under the title of the bill, and Anmendnent 6 was deened
appropriate for HB 171.

CHAIR MCGQU RE referred to Wbster’s Dictionary and said stipend
is a regular fixed paynent as a salary or allowance.

SENATOR STEVENS wi t hdrew hi s obj ecti on.
SENATOR GREEN asked if stipend is used anywhere else in statute.

9:23: 15 AM

CHAIR MCGU RE asked about a policy change with |legislative
council that allowed |awrakers who worked nore than four hours
per day to receive a per diem of nmaybe $100 per day, and how the
amendnent m ght inpact that.

TAMARA COOK, Director, Legislative Legal and Research Services
Division, said the anmendment would have to fall wthin the
portion of the title that speaks to procedures of the
| egi sl ature, but she doesn’t know how narrowWy the court would
define legislative procedures. Conpensation of |egislators may
be an adm nistrative procedure. But the title is not specific,
so it would probably survive. The legislative council policy
woul d need to be changed to conform to the anmendnent because it
provides for per diem for legislators who reside in Juneau
during session. The way it is witten, the council would stil
be free to allow a stipend for sone nunmber of hours that a
| egislator works in the interim but how that will work will be
subject to legislative council policy. Right now it has a four-
hour work test in order to get the per diemduring the interim

9:26: 20 AM

CHAIR MCGQUIRE read the description of per diem For or by the
day; A daily fee or allowance.
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SENATOR STEVENS said per diem should not apply to sonmeone living
in their own hone.

SENATOR BUNDE said the accepted notion of per diem is for
expenses for being out of one’'s domcile. Session per diem is
not taxed, but salaries, stipends, and interim “per dieni are.
The “per dienf that is paid to Juneau residents is taxed, and
that is an inportant test.

M5. COOK said the state conpensation statutes for the executive
branch all ows per diemfor traveling enpl oyees.

9:28: 50 AM

SENATOR GREEN said parts of the state have large districts. A
| egi sl ator may not be spending the night out of the hone, but it
is not a cheap adventure. Travel nmerits sonething, she said.

SENATOR FRENCH asked the difference in the per diem of
| egi sl ators who live in Juneau.

M5. MOSS said people in Juneau get 75 percent of the standard
per diem For federal tax codes, a person has to travel 50 mles
in order to get per diem

CHAIR MCGUI RE said the Anchorage |awrakers who collect it are
taxed on it. But for Senator O son who mght be traveling a
great distance, the per diemis not taxed.

9:31:12 AM
M5. MOSS said in order to claima per diem deduction for taxes,
a person has to travel nore than 50 m | es.

SENATOR BUNDE said all legislators are taxed on it. He said
Senat or Kookesh has a district larger than the state of Texas,
and he should be able to claim travel expenses, but that’s
di fferent from the taxable interim per di em He said
Representative Sal non eats up the per diemin one hour of flight
wWithin his district. The anendnent is sinply focusing on calling
salary a sal ary.

CHAIR MCGQUI RE said she is concerned about doing nore interim
work, and there was a very heated debate about if that amount is
sonet hing that people could Iive on. “The concern that | have is

if we adopt the amendnent today ...the policy for leg council
will not follow, so we'll be back to the days we were before
Second of all, 1I’m concerned about ...I don’t think the semantics
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are as different as you think they are, but | don’t disagree
that we call it per diem” She views herself as still at hone,
going back to her district alnost every weekend. There is no
guestion that nost |awrakers work nore than full tinme but are
paid a set salary. The per diem helps supplenent that. She
doesn’t think she is trying to hide anything, “but | think the
reality of it is that sone people don't collect retirements to
help Iive, and so it’s a question.”

9:34: 12 AM

SENATOR FRENCH obj ected to the anendnent. This is a new | evel of
conplexity wthout enough discussion. “I don't see that it’s
necessary at all.” It is not fair to keep people who live in the
Capital to not get per diem The legislative salary doesn’t
require anyone to show up to work. “If you show up for work

everyday, you have to drive to work, dry clean your clothes, you
have to have neal expenses, you have living expenses that are
incurred because of the fact that you come to the capital
everyday, and that’'s partly what the per diem conpensates you
for is that you re here operating in the world. You and | pay
rent in the town.” Maybe people who live in Juneau should get
paid |ess. The anendnent says they get none whatsoever, and it
is aimed at three people who are not here to speak to the
anendnent. It’s worth a discussion, but the comrmittee is trying
to nove a 90-day bill

SENATOR STEVENS asked if this issue could be addressed by the
| egi slative council or if it needs to be in statute.

9: 36: 08 AM

SENATOR BUNDE said the interim per diem has existed for over 15
years. Perhaps if the menbers ask them politely they mght.
Juneau legislators could get a stipend during the interim “as
we all should.” He said it is a bad precedent to tax the per
diem for Juneau legislators but not others. It should not be
| eft under the rug like it has for 15 to 16 years.

M5. MOSS said the reason Juneau nenbers’ per diemis taxable is
because they don't travel 50 mles.

SENATOR STEVENS said if the anmendnent fails he would like it
addressed by the legislative council. It is inportant, but it is
happeni ng too fast.

9:39: 09 AM
CHAIR MCGQUIRE said she wll do so. There have been many
di scussi ons about | awraker salaries and the link to enploynent.
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She noted that she has a juris doctorate degree and she can't
get a job. It is a very good point and should be discussed, but
not on the fly. Other state have comm ssioned a group to | ook at
the issue as a whole, including what type of outside work should
be all owed, per diem and the 90-session. Her vote against it is
not a vote against the concept, but it needs to be nore
t hor oughl y vett ed.

A roll call was taken. Senator Bunde voted in favor of Amendnent
6, and Senators French, Geen, Stevens, and MQ&ire voted
against it. Therefore, Amendnent 6 failed on a vote of 1 to 4.

9:41: 27 AM
CHAIR MCGQU RE npobved Amendnent 7, |abeled 25-LS0653\K. A, as
foll ows:

Page 8, lines 1-9:
Delete all material.

The commttee took an at-ease from 9:41:51 AMto 9:42:51 AM

CHAIR MCGU RE said Amendnent 7 refers to the report on the 90-
day regul ar session, and it was requested by Senator Cowdery.

SENATOR GREEN obj ected to get an expl anati on.

CHAI R MCGUI RE said Senator Cowdery felt that a report on the 90-
day session was unnecessary.

SENATOR GREEN said Section 24 said any assignnments to be given
to the council shall be by resolution

9:43: 55 AM
SENATOR FRENCH asked if the commttee wants to have a report.

SENATOR GREEN said, “W have to do it by resolution; | don't
plan to do the resolution.”

SENATOR FRENCH asked why it is in the bill.

M5. MOSS said the original bill had a sunset clause to force the
|l egislature to go back and revisit the 90-day session. This
| anguage repl aces that idea.

CHAIR MCGQUI RE said it was probably w thout awareness of the site

that Senator Green just gave. She added that she would entertain
a resolution should any commttee nenber request a report but
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the thought was that the effects will be what they are. A report
fromthe legislature won't nmean a whole | ot, she opined.

9:45: 30 AM
SENATOR GREEN renoved her objection. Hearing no further
obj ections, Amendnent 7 was adopt ed.

CHAIR MCGUI RE noved Anendnent 8, |abeled 25-LS0653\KA. 2, as
foll ows:

Page 4, followng line 9:

Insert a new bill section to read:

"* Sec. 7. AS 24.20.140 is anended by adding a new
subsection to read:

(b) In addition to transfers under (a) of this
section, the council may direct the executive director
to transfer anmounts from any appropriation to an
of fice, agency, or comrittee in the legislative branch
to an appropriation for another office, agency, or
commttee in the legislative branch. A transfer under
this subsection may only be made with the witten
approval of the head of the legislative office or
agency or the chair of the commttee to which the
appropriation was originally mde, and the anount
transferred from that appropriation nmay not exceed the
anount indicated in the witten approval ."

Renunber the followi ng bill sections accordingly.

Page 8, line 10:
Delete all material and insert:
"* Sec. 19. The uncodified law of the State of
Al aska is anended by adding a new section to read:
RETRQOACTI VI TY. Section 7 of this Act IS
retroactive to January 1, 2007
* Sec. 20. Sections 7 and 19 of this Act take
ef fect i mredi ately under AS 01.10.070(c).
* Sec. 21. Sections 1 - 6 and 8 - 18 of this Act
take effect January 1, 2008."

9:46: 09 AM

PAM  VARN, Executive D rector, Legislative Affairs, sai d
Amendrment 8 will help the legislature in the future. Since 1960
there has been a statute to allow the legislative council to
direct the executive director to transfer amunts from one
appropriation to another if the transfer is considered necessary
to acconplish the work of the council. That has been done at
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| east 30 tines since 1960 to acconplish projects or for specia
sessions. This year the council is in a “mnus situation”
because the previous legislature had four special sessions. The
anmendnent gives the council the authority to transfer anounts
from any appropriation in the legislative branch and also
protects people. Whenever transferring anpunts from one
conponent to another, soneone would always check with people in
charge of those funds to nmake sure that there is no problemwth
using their funds. The recent |egislative council action had
permssion from the Legislative Audit and Budget chair to
transfer two session expenses. “So this just really clearly puts
out and gives the authority to transfer within the |egislative
branch so that there will not be any question in the future
whether it’'s next year or ten years from now, and let’s say
budget and audit is in a mnus situation, |egislative council
who really does a lot of the adm nistrative work and sets policy
for the legislature, will have the ability to do that.”

9:50: 14 AM
SENATOR BUNDE asked if Anendnent 8 limts where nobney can be
transferred from A rogue council mght take noney from the

school budget .

M5. VARNI said noney has never been transferred from outside the
| egislative branch; this only concerns nmoney wthin the
| egi slative branch and between the three appropriations. She
sai d her understanding has been that the council had the ability
to transfer between them Recently that was questioned, and
Amendrment 8 says that the council can transfer between the
three, but it requires witten permssion from those who are in
charge of the funds being taken. It is just housekeeping for the
| egi sl ative branch, she said.

SENATOR FRENCH asked if line 4 inplies a vote of the council.

9:53:12 AM
M5. COOX said it requires action by the council, and the chair
couldn’t do it al one.

SENATOR GREEN asked if this was brought about by the noney that
was just put in the suppl enental

M5. VARNI said yes.
SENATOR GREEN said it caused quite a stir, because there had

been approval for noney to be transferred within the agency and
then it was shown it wasn't a proper transfer, “so we had to
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include that |anguage in the supplenmental budget to authorize
that transfer.” It just allows action during those tines.

SENATOR GREEN wi t hdrew her objection. Amendnment 8 was adopt ed.

M5. MOSS said sonmeone from the Alaska Public Ofice Conm ssion
said its final report is due on February 15, which is close to
the start of session, but it mght not pose a problem

SENATOR GREEN noved HB 171, as anended, from conmttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

SENATOR BUNDE said he sees a serious absence of people to pick
up the apples that they dropped out of the applecart.

CHAI R MCGUI RE announced that w thout objection SCS CSHB 171( STA)
has noved fromthe Senate State Affairs Conmttee.

The comm ttee took an at-ease from9:56:59 AMto 9:57: 39 AM

SB 134- FUNDI NG SHORTFALL PCLI CY

9:57:39 AM
CHAI R MCGAUI RE announced the consi derati on of SB 134.

SENATOR GARY W LKEN, Al aska State Legislature, presented SB 134
as sponsor. He said the last Alaska Gl and Gas Report announced
that anxiety mounts as production declines. The oil producers
told the legislature that production was declining by six
percent, and the Departnment of Revenue (DOR) said it was
declining by 0.9 percent. Either way, there needs to be a fiscal
bridge to the gasline, he said. The desire for a |ong-range
fiscal plan is a comon refrain. He suggested thinking beyond
one year. Senator Dyson has a bill asking the governor to
forecast ahead 15 years.

10: 00: 25 AM

SENATOR WLKEN said his bill starts the discussion. SB 134 is
policy, not law. The legislature could put it in and take it out
|ater. He said, “W would put in the Executive Budget Act two
statenents: It’'s the policy of the state to fornmulate a
responsi bl e, sustainable budget. It is the policy that anmounts
necessary to cover projected shortfalls during a fiscal year be
appropriated equally from the Constitutional Budget Reserve
(CBR) and the Earnings Reserve Account of the permanent fund. It
woul d be used only when needed, he added. He pointed to a graph
of expenditures and revenue. He assunes an increase in spending
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of three percent, and he showed the fall revenue forecast. He
t hanked staff from the permanent fund division, |egislative
finance, and the Ofice of Mnagenent and Budget for helping
with the data and graphs.

10: 04: 10 AM
CHAIR MCGQUI RE noted a 2006 and 2007 spike in revenues and asked
how they figure into the “little pots of noney that we have set

asi de for savings.”

SENATOR WLKEN said, “That would be what’s comng into our
checkbook.” He said, “We wite checks out of our check book,
which is filled up by the general fund.” He said checks witten
for permanent fund dividends are an expense. The legislature
saved $650 mllion last year and “people on the canpaign were
tal king about how we spent everything.we wote a check and put
it in a saving account.”

CHAIR MCGUI RE asked if that $650 million savings is absorbed
into the red input |ine.

10: 05: 35 AM

SENATOR W LKEN said yes, “we spend our savings.” Alaska is not
going to be saving next year. Last year there was a $10.2
billion budget. Three conponents are 88 percent of the budget.
In 2004, the two nunbers were essentially the sane. Federal
funds are falling away, and 85 percent of what the state spends
is from oil and gas. Things can change quickly. The next graph
is titled Fy07 General Fund Budget. The budget of the governor
is balanced at $52 per barrel. Today it is $62.64. He noted that
three or four years the state was “rolling in clover” when oil

hit $30 per barrel. If the price were $30 today, [the state
woul d have a deficit of] $1.8 billion.
10: 08: 47 AM

SENATOR WLKEN showed the effect of the escalator in the PPT
[ profit-based petrol eum production tax of 2006].

SENATOR BUNDE said next year the chart wll be out of date
because production will be down. The opportunity for change wl|
magni fy as production declines.

SENATOR W LKEN said there are three big variabl es: expenses, oi
production, and oil price. “W start to fall away next year or
the year after.” He said to expect gas revenue in 2016, and
Al aska needs a bridge until then.
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10:11: 51 AM

SENATOR W LKEN said the state has used the cushion. He showed
t he CBR bal ance and the draws for FY94 to FYO7. The CBR has been
used four tines. He said he forgot that Al aska drew $884 nillion
out of the CBR in 2002, alnobst $500 nmillion the next year, and
then about $46 million for the last four years. The average draw
has been $275 nillion for the 14 years. He said the CBR peters
out in 2013 or 2014, so there will be no nore cushion. Cutting
gover nnment sounded easy before he arrived at the capitol. If the
state cut out public radio and television, as discussed by
Senator Bunde, and it cut out state parks, libraries, nuseuns
and the one percent for arts, the total savings would be $17
million. It is not worth the emails that he would get. The state
needs to save up to hundreds of mllions, so if it got rid of
road maintenance, the troopers, the marine highway, and the
universities, it would save $430 million, “but we wouldn't have
any troopers but we wouldn’'t need them because we don’t have any
roads to drive on and we’'re not educating people so...”

10: 15: 14 AM

SENATOR W LKEN said his intent is to show that the state is not
going to cut its way out of the deficits. He spoke of other
options, like incone tax, alcohol tax, corporate incone tax and
sales tax. “O we can start to talk about the earnings of the
permanent fund, which in January 31, 2007 had $4.7 billion
sitting in it.” He suggests filling the gap with contributions
fromthe CBR and the earnings reserve account. Gven a three per
cent growh, the bridge is built from equal draws. The earnings
reserve of the permanent fund is avail able, always has been, by
a vote of 21 in the House and 11 in the Senate.

10:17: 43 AM

SENATOR BUNDE said the state already spends the earnings,
including $1.7 billion for the dividend, the hold harm ess
provi sions, and several other things. The precedent is set. The
pie chart had $1.7 billion revenue fromthe permanent fund.

SENATOR W LKEN said hold harm ess costs about $34 mllion and it
costs noney to make noney, so “we do spend the earnings.” He
warned that everyone wll say that the legislature can't be
trusted and it wll steal the fund. So he asked: “How nuch of
the corpus has the |legislature been responsible for?” The
| egi sl ature should be proud that it has put in 65 percent of it.

It also inflation proofed it with $10 billion. The legislature
has certainly been a good steward. “W can nmanage getting at the
permanent fund,” he said. He warned that opponents w ||l accuse

t hem of robbing the fund, “and the bunper stickers roll out.”
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10: 20: 50 AM

SENATOR WLKEN said the principle 1is protected by the
constitution, and it will be generations before Al askans go to
the ballot box and vote to spend the permanent fund; it’s just
not going to happen. The earnings brought to the earnings

reserve account was $4.7 billion by the end of January. This
year, $878 mllion will be used for dividends, $860 mllion for
inflation proofing, and $2.9 billion will be left and avail abl e.
The crown jewels of a fiscal plan are the CBR and the earnings
reserve account; “I just can’'t say enough about that sentence.”
It is the only legislature in America deciding how to nmanage $40
billion for 665,000 residents. He said sone people won't support
the idea because there is no incone tax and 43 states have one.
“But no other state has $40 billion.” Every mnute of every hour

of every day there are mllions of decisions made on Wall Street
about people investing noney, and each one is to create wealth
Al aska is part of that gane. People invest in corporate America,
real estate, bonds, and the last six nmonths of 2006, Al aska' s
i nvestnments were earning $734,000 per hour, and “we didn't lift
a finger ...we're putting it in faster than we can take it out.”
That’'s the plan. It is a whole other industry that creates
wealth for the people of Alaska. It is all about taking a one-
time resource to create wealth for the future. But the next
question will be: "Wat about ny check?"

10: 25: 04 AM
SENATOR W LKEN showed ten years ahead. “Let’s just say we filled
every fiscal gap.let’s call it $250 mllion.” The effect on each

PFD check would be nothing the first year, $2.00 the next year,
$20.00 in five years, and $89.00 in 10 years. “You nake a good
i nvestnent; the noney just keeps showi ng up.”

SENATOR STEVENS asked if the check decrease is cumul ati ve.

SENATOR WLKEN said that is the effect of the draw of $250
mllion every year for 10 years. In 10 years, each PFD check
will be $2,250 instead of $2,339. Wth the draw, the accunul ated
ten checks would be $19,073 instead of $19,409—a difference of
$336 over the ten years. He showed a graph with the draw and
wi thout the draw. The permanent fund stays awfully healthy, and
after 10 years it will be $4.5 billion less than $60 billion.
What does the decline in the PFD check nmean to a famly? The

third year the loss will be worth two cups of coffee, year-five
it will cost a hair cut, and year-ten it wll cost one car tire.
10: 29: 52 AM
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SENATOR W LKEN conpared alternative revenue sources. Using an
incone tax to fill the fiscal gap would cost $1,000 to a famly
of four, and wusing a sales tax would cost $950. “I like
everybody paying a little rather than a few paying a lot.” This
is our bridge to the future gas line. He summarized by saying
that the bill bridges Al aska revenue needs until the gas line is
conpleted and it establishes accountability by formng a
spendi ng partnership with all Al askans.

10: 33: 13 AM

SENATOR WLKEN said SB 134 provides benefits when needed--it
only happens when there is a deficit. It mninmzes the financia
impact on famlies, doubles the life of the CBR, answers the
call from D.C. for Alaskans to help thenselves, and provides
Al aska with a stable and dependable | ong-termfiscal plan.

SENATOR BUNDE asked about the notion of putting new noney into
t he econony.

SENATOR W LKEN said an incone tax just noves noney around. This
is new noney conming fromWll Street and it is powerful. It gets
the full multiplier effect.

SB 134 was hel d over.

CHAIR MCGU RE adjourned the Senate State Affairs Conmittee
nmeeting at 10: 35:34 AM
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