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ACTI ON NARRATI VE

9:02:15 AM

CHAIR BI LL WELECHOASKI called the Senate State Affairs Standing
Committee neeting to order at 9:02 a.m Present at the call to
order were Senators @G essel, Meyer, Kookesh, and Chair
W el echowski . Senator Paskvan was excused fromthe neeting.

SB 208- DI SASTER PLANNI NG AND SERVI CES

9:02: 26 AM

CHAI R W ELECHOASKI announced that the first order of business
before the commttee was SB 208, which facilitates coll aboration
between state and local agencies in a state of enmergency. On
March 6, Senator Paskvan provided an overview of SB 208 [and CS
for SB 208, |abeled 27-LS0611\B was adopted as the working
docunent.] The bill enacts the Al aska Intrastate Mitual Ad
System a conprehensive, integrated system of assistance between
state and | ocal agencies. Previous testinony and letters are in
support of the bill.

ANNA SCORENSON, staff, Senator Joe Paskvan, introduced SB 208 on
behalf of the sponsor. She read from the follow ng sponsor
statement :

SB 208 is an essential piece of legislation that wll
provide a statewde framework for nutual assistance
anong participating political subdivisions in the
prevention of, response to, and recovery from
di sasters. The provisions of the Alaska Intrastate
Mutual Aid System were developed with the goal of
suppl ementing existing regional or |ocal agreenents by
establishing a conprehensive, integrated system of
mutual aid at a state level that wll ensure an
efficient and effective response to all hazards and
di sasters. However, the system provided for in SB 208
woul d not prevent participating entities from entering
into supplenentary agreenents wth other political
subdi visions or inpact existing or future agreenents.
Though nutual aid agreenments between neighboring
political subdi visions are sonmewhat comon, aid
agreenent s may not necessarily exi st bet ween
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subdi visions that do not have a history of sharing
emer gency assi stance.

As Senator Paskvan nentioned during the hearing |ast
Tuesday, Interior Al aska recently faced this challenge
when the Fairbanks North Star Borough encountered
obstacles in providing tinely aid during the 2009
flooding of Eagle and other conmunities along the
Yukon R ver due to an absence of nutual aid
agreenents. SB 208 would act as a safety net in
simlar situations where aid is needed but no nutua
aid agreenment currently exists.

Through SB 208, the Division of Honeland Security and
Emergency Managenment will be tasked with playing an
i ntegral part in devel opi ng and i mpl ementi ng
guidelines and procedures for the Alaska Intrastate
Mut ual Aid System The Al aska State Energency Response
Conmi ssion, created under the Al aska Disaster Act,
will facilitate the preparation and inplenentation of
the system The commission will also provide review
and make reconmmendati ons about the nutual aid System

The System would automatically include all political
subdivisions. A political subdivision may elect to

withdraw by enacting a resolution through its
governing body. SB 208 further allows that a
participating entity wll have sole discretion to

wi thhold or wthdraw requested assistance to provide
reasonable protection and services wthin its own
territorial limts.

O her details in the Al aska Mitual A d System include
guidelines for requesting aid; what assistance a
participating nmenber may request; qualifications and
enpl oynment of ener gency responders; wor ker s’
conpensation for energency responders; reinbursenent
procedures for aid provided by participating political
subdi vi si ons; and pertinent definitions.

Senate Bill 208 is supported by the Alaska Fire Chiefs
Associ ati on, the Al aska Muni ci pal League, t he
Fai rbanks North Star Borough, AARP of Al aska, the
Al aska Comm ssion on Aging, the Division of Energency
Managenent, the Al aska State Fair Association, and the
Food Bank of Alaska. Additionally, this |egislation
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has a zero fiscal note which the Division can explain
in further detail.

9: 05: 52 AM
CHAIR W ELECHOWNSKI requested an explanation of changes in
version B of SB 208.

M5. SORENSON explained that version B addresses sone concerns
raised by both the Fairbanks North Star Borough and the Al aska
Fire Chiefs Association. She read fromthe foll ow ng:

The changes on page 7, lines 11 and 16, and page 8,
line 26, provide for energency service providers that
contract with a political subdivision to be covered
under this legislation. This will specifically ensure
that volunteer fire departnents and their volunteer
fire fighters and energency nedical technicians are
covered under the Alaska Intrastate Miutual A d System
This issue was of concern to the Alaska Fire Chiefs
Association due to nuch of their nenbership being
conpri sed of fire chiefs of vol unt eer fire
depart nments.

The second nmjor change is the deletion of |anguage on
page 7, lines 17-20. This change was nmade by the
request of the borough due to the feeling that this
| anguage created an unacceptable l|evel of risk for
| ocal governnents.

CHAI R W ELECHOWEKI opened public testinony.

9:10: 02 AM

M CHAEL O HARE, Deputy Director, Honel and Security and Energency
Managenment, Division of Mlitary and Veterans Affairs (DWA),
Anchorage, Alaska, provided information related to SB 208. He
noted that DWA has been working with the Fairbanks North Star
Bor ough and vari ous Emer gency Managenent System (EMS)
representatives to bring the working draft to the conmttee. It
primarily allows the pre-devel opnent of the agreenments to be put
into place prior to any disaster. If the nutual aid agreenent
were not in place, each community would have to sign an aid
agreenent with all other communities. The nutual aid agreenent
mrrors the National Energency Assistant conpact wth other
st at es.

He noted a zero fiscal note from DWA. A statewi de nutual aid
committee would be incorporated within the Energency Response
Conmi ssi on.
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9:12:12 AM

DENNI S BRODI GAN, Director, Emer gency Managenent System
Mat anuska- Susi t na Borough, Wasilla, Alaska, testified in support
of SB 208. He stated that the bill would provide a great

foundation for interagency assistance during disaster events.
Al areas of Alaska have a finite amount of resources avail abl e
to them and the legislation will go a Iong way toward providing
nmore resources faster to local jurisdictions.

CHAI R W ELECHOWEKI cl osed public testinony.
CHAI R W ELECHOWBKI t hanked the bill sponsor.

9:14: 05 AM

SENATOR MEYER noved to report the CS for SB 208, version B, from
commttee with individual recomendations and the acconpanying
zero fiscal note. There being no objection, CSSB 208 (STA) was
reported fromthe Senate State Affairs Standing Comm ttee.

SB  29- TAX EXPENDI TURE REPORT

9:14: 58 AM

CHAI R W ELECHOWEKI announced that the next bill before the
commttee would be SB 29, which calls for greater transparency
and review of indirect state spending, resulting fromthe nany
tax credits, exenptions, exclusions, and waivers contained in
state law. Alaska is one of only a handful of states in the
country that does not provide the public and | awrakers with

cl ear and conprehensive informati on on an annual basis about
indirect state spending. This is despite the fact that tax
credits, exenptions, and exclusions constitute a significant
percent age of Al aska's annual spending. According to rough
calculations, it is as nuch as 15 percent.

SAM GOTTSTEIN, staff, Senator Bill Wel echowski, reviewed SB 29
on behal f of the sponsor. The intent of SB 29 is to have basic
information on tax expenditures, or credits, provided to the

| egi sl ature so that everyone, including citizens, has a better
under st andi ng of what the noney goes to, and if it achieves the
| egislature's state objectives. Al aska spends nore on tax
credits annually than the budgets of the Departnents of Revenue,
Nat ural Resources, Environnental Conversation, Law, the Court
System and the Legi sl ature conbi ned.

Since the | ast hearing, Senator Wel echowski's office has worked
with the Departnent of Revenue (DOR), Legislative Budget and
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Audit (LB&A), Legislative Research, and Legislative Finance to
find the right bal ance between making this information
transparent and not putting undue burden on agenci es.

9:17:11 AM
SENATOR MEYER noved to adopt the CS for SB 29, |abeled 27-
LSO305\E, as the working docunent.

CHAI R W ELECHOWSKI obj ect ed for discussion purposes.

MR. GOTTSTEI N addressed the changes in version D. He explained
that the first change was on page 1, line 2; it nore clearly
defined and narrowed the definition of tax expenditures. The

wor ds "deductions and deferral s" were renoved fromthe title of
the bill, and the word "wai vers" was added at DOR s request. The
same change was nmade on page 4, in lines 20-21. On page 4, lines
23-24, | anguage was added to ensure that tax deductions are
exenpt fromthe definition

On page 1, line 12 to page 2, line 10, a new Section 3 was added
to provide for a one-tine anal ysis of whether tax expenditures
over $1 million have achieved their |egislative purposes. The
authority to do so was noved from DOR to Legislative Finance. A
provi sion was added that DOR would only have to | ook back to
2000 to determine if the tax expenditure had reached the $1
mllion |evel.

9:20: 03 AM

MR. GOTTSTEI N addressed t he change on page 4, |line 12, where old
subsection (c) was renoved and new section 3 was added. On page
4, lines 15-19, new | anguage was added whi ch provides that DOR
notify Legislative Finance if a tax expenditure has exceeded the
$1 mllion threshold, and provide the information for
Legi sl ative Finance to conplete the analysis. He noted the final
change is on page 4, line 25; a new section is added changi ng
the effective date on sections 1 and 2 to nmake them i mmedi at e.

MR. GOTTSTEI N expl ai ned the rational e behind the pros and cons
related to the tax credit audits. The Departnment of Revenue does
not have the research capacity to do performance audits and

mai ntains that the bill would have a |l arge fiscal inpact on the
departnment. Also, DORis a part of the Adm nistration, which

m ght have a partisan take on the bill.

MR, GOTTSTEI N addressed t he advant ages and di sadvant ages of

havi ng Legi sl ati ve Budget and Audit (LB&A) do the audits. He
said that LB&A was thorough and non-partisan; however the
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deci sion was made not to go with LB&A due to a large fisca

i npact and their need to foll ow national auditing standards, as
well as the fact that it would expand their statutory authority.
He showed an exanple of a national tax preference performance
audit which was way beyond what would be required for the

pur poses of SB 29.

MR. GOTTSTEI N di scussed the pros and cons of a decision to go
with Legislative Research. The final decision was to go with
Legi sl ative Finance for the research and analysis required for
SB 29 because it would cost only $50,000 to hire a consultant,
and Legi sl ative Finance has a phil osophy of transparency in
government. One di sadvantage they have is a | ack of broad
research experience.

9:27:12 AM

SENATOR MEYER asked about costs depicted in the fiscal notes and
if technology was a factor in the cost analysis. He wondered if
technol ogy costs woul d affect Legislative Finance's fiscal note.
He al so requested nore information about the effective date.

MR. GOTTSTEI N expl ai ned that the effective date has been pushed
back to July 1, 2015, in order for the Departnent of Revenue to
upgrade their system Technology was a factor in previous fiscal
not es.

SENATOR MEYER expressed an interest in having the audit done
sooner than the effective date.

CHAI R W ELECHOWSKI asked if there was a way to accel erate the
process.

MR GOITSTEIN said it would cost close to a $1 million due to
t he nunbers of personnel needed to do the job if the effective
date was sooner than July 1, 2015.

SENATOR MEYER agreed it was a policy call and $1 mllion m ght
be a cheap investnent. He hoped Legislative Finance m ght have a
met hod of speeding it up.

9:30: 52 AM
CHAI R W ELECHOWSKI noved to adopt Amendnent E. 1:

On page 1, line 14, change 2000 to 2012
On page 2, line 16, change 2000 to 2012

CHAI R W ELECHOWSKI obj ect ed.
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MR. GOTTSTEI N expl ai ned t hat Amendnent E. 1 woul d change the date
of the one-tine analysis and the $1 million threshold. The
Depart ment of Revenue would only have to | ook back three years
when determ ni ng whether a tax expenditure had reached the $1
mllion threshol d.

CHAI R W ELECHOWEKI wi t hdrew hi s objection. Seeing no further
obj ection, Anendnent E. 1 was adopt ed.

9:32:33 AM

DAVI D TEAL, Director, Legislative Finance D vision, answered
guestions pertaining to SB 29. He said the legislation is
sonet hing the state needs and DOR shoul d al ready be doing. The
bill clearly spells out its intent and goal.

CHAI R W ELECHOWBKI asked if Legislative Finance was confortable
perform ng the anal ysis.

MR TEAL said he has no concerns about the current version of

the bill. The earlier effective date was problematic due to
problems with getting the data fromDOR on tinme. He gave an
exanple of the need for the bill. He maintained that it was

i npossible to get the information outside of DOR, and with the
new t echnol ogy, accessing the data will be easier.

He expl ai ned how Legi sl ati ve Fi nance woul d acconplish the job by
anal yzi ng how nuch the tax credit cost and the econom c i npact
of it. He gave an exanple of the jet fuel tax credit, which is
intended to attract nore airlines to fly through Anchorage. The
fact that many airlines do fly through Anchorage, shows that it
wor ks. Legi sl ative Finance cannot state that if the tax credit
is renoved, airlines will quit comng to Anchorage. He terned
Legi sl ative Finance's work "a quick and dirty analysis." He
added that the fiscal note is very | ow because the anal ysis
woul d be fairly sinple and straight-forward.

CHAI R W ELECHOWBKI asked if there were any probl ens assigning
the anal ysis to Legislative Finance.

MR. TEAL said no, as long as DOR will provide the necessary
dat a.

CHAI R W ELECHOWBKI asked if the $50,000 fiscal note was
adequat e.
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MR. TEAL said it was if the requirenent was for a rough anal ysis
of whether the tax credit is working.

9:37:16 AM
SENATOR MEYER asked how nuch is spent on tax credits currently.
He |isted several taxes.

MR. TEAL said he thought the point of the bill was to find out.
He pointed out that the filmtax credit is allowed up to $100
mllion. Most of the tax credit amounts are fromoil, but the
totals are unknown, but nobst of the tax credits have no

i nformati on about how much they total.

SENATOR MEYER assuned that oil tax credits would be 90 percent
of all tax credits and suggested the focus be in that area. He
agreed with the intent of the bill.

CHAI R W ELECHOWSBKI agreed that the purpose was to deternmine if
the tax credits were effective and should conti nue.

9:40: 14 AM
JOHANNA BALES, Deputy Director, Tax D vision, Departnent of
Revenue, answered questions related to SB 29.

CHAI R W ELECHOWBKI asked if Ms. Bal es had any concerns about
version E

M5. BALES agreed with the change Amendnent E. 1 nmade to the date.
She commented on Senator Meyer's question about the anount of
tax credits. She said the Tax Division Annual Report provides

i nformation about the anpbunt of tax credits clainmed in each
program The Revenue Sources Book shows the oil tax credits.

SENATOR MEYER sai d he does have a copy of the Fall 2010 Revenue
Sour ces Book.

MS. BALES clarified that the Tax Division Annual Report contains
i nformati on about tax credits.

SENATOR MEYER wondered if there was a place where the total
anount of tax credits was shown.

MS. BALES said the appendi x in the Revenue Sources Book shows
all credits and the anounts clained and projected, but not the
sum

SENATOR MEYER | ocated the informati on
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M5. BALES expl ai ned that the information does not include 24 tax
exenptions, 12 of which are over $1 mllion.

9:45:21 AM
CHAI R W ELECHOASKI wonder ed about the fiscal inpact to DOR from
version E

M5. BALES t hought probably one new position woul d be needed to
deal with tax exenption information

CHAI R W ELECHOWSKI sumari zed the changes in version E

SENATOR MEYER asked Ms. Bales for her thoughts on Legislative
Fi nance's involvenent in the audit process.

M5. BALES said the divisionis fine with working with anot her
entity on the requirenents of the bill. The previous issue was
regarding the type of additional analysis required outside of
financial audits. She said she was surprised that Legislative
Fi nance coul d analyze all the tax credits and exenptions for
only $50,000. She opined that taxpayers would need to be
contacted. She summari zed that there are 24 tax exenptions and
12 tax credits to anal yze.

9:49: 05 AM

MR. TEAL addressed Ms. Bales' coments and said DOR woul d
probably be best at doing the job because they rel ease the tax
information. Legislative Finance can | ook at Departnent of Labor
(DOL) for relative statistics. It is difficult to say who
benefits by the tax credits. He did not knowif a solid

concl usion could be reached. He considered the analysis as a
sinpler task than DOR sees it. If nore noney is required to do
the job, then a request for nore will be forthcom ng. He pointed
out that there is a 7-year cycle in which to conplete the

anal ysi s.

CHAI R W ELECHOWSBKI t hought that originally DOR was consi dered as
the departnent to do the work. He justified the choice to use
Legi sl ati ve Finance.

9:53:40 AM
SENATOR G ESSEL asked if Legislative Finance is including tax
exenptions in the anal ysis.

MR. GOTTSTEI N addressed the question and said the tax exenptions
are included. He gave an exanple of the fuel tax, which is a tax

SENATE STA COW TTEE -11- March 13, 2012



exenption. He referred to page 4 of the bill for the definition
of tax exenption.

SENATOR G ESSEL questioned the accuracy of DOL data, which she
mai ntai ned is flawed.

CHAI R W ELECHOWBKI noted the bill has a referral to the Senate
Fi nance Commi tt ee.

SENATOR MEYER t hought the bill could nove forward with the
understanding that the analysis is | ess conprehensive than in
the original version

CHAI R W ELECHOWNSKI added that there was the option to change the
parameters and ask for further analysis. The idea is to get the
rough information and then deci de whether to proceed further.

9: 56: 44 AM

SENATOR MEYER noved to report CSSB 29, version E, as anended,
fromcommttee with individual recommendati ons and the
acconpanyi ng fiscal note from Legislative Finance, and with a
forthcom ng DOR fiscal note. There being no objection, CSSB 29
(STA) was reported fromthe Senate State Affairs Standing
Conmittee.

9: 58: 05 AM

There being no further business to cone before the commttee,
Chair Wel echowski adjourned the Senate State Affairs Standing
Conmittee at 9:58 a. m

SENATE STA COW TTEE -12- March 13, 2012



