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Senator Bert Stednman

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Answered questions related to SB 178 on
behal f of Senator Stednan, Co-Chair of the Senate Finance
Comm ttee, sponsor of SB 178.

ACTI ON NARRATI VE

9:04: 48 AM

CHAIR BI LL WELECHOASKI called the Senate State Affairs Standing
Commttee neeting to order at 9:04 a.m Present at the call to
order were Senators Gessel, Myer, and Chair Welechowski.
Senat ors Paskvan and Kookesh were excused fromthe neeting.

SB 178- ALASKA OPERATI NG ENDOWENT FUND

9: 05: 30 AM

CHAIR W ELECHOWEKI  announced that SB 178 was before the
commttee. He related that SB 178 creates the Alaska Operating
Endowrent Fund and is sponsored by the Senate Finance Committee
and presented by Senator Bert Stednman. He said that the goal of
the legislation is laudable. It recognizes the strong comtnent
to savings the |egislature has denonstrated in recent years. The
state has set aside roughly $15 billion in savings, giving
Al aska the |argest savings account of any state in the nation
Every Al askan should be proud of that acconplishnment, and we in
the legislature should be vigilant in ensuring that our savings
are safeguarded well into the future. He thanked Senator Stednan
for introducing the bill and for his commtnent to ensuring
Al aska's financial health for generations to cone.

CHAI R W ELECHOWSKI said he had several concerns about the bill
The sponsor statenment indicates that "it is the intent of the
Senate Finance Committee that approximately $15 billion will be
used to capitalize the fund.” This nunber was calculated by
conbining the current balance of the Constitutional Budget
Reserve (CBR), the Statutory Budget Reserve, and the estimted
FY 12 revenue surplus. The CBR was created by the voters in 1990
to deal with the problem of short-term fluctuations in oi
revenue. The constitutional anendnent passed by Al askans
required the state to deposit all settlenents from oil and gas
tax and royalty disputes into the fund. WMre inportantly, it
specified that withdrawals from the fund be authorized with a
three-quarter vote of each house of the legislature and nust be
repaid. The voters clearly wanted Al aska's nest egg to be
protected and protected well.
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CHAIR W ELECHOABKI  voiced concern that SB 178 would not
acconplish that inportant public goal. It would allow future
| egislatures to withdraw noney from the fund with a sinple
majority vote and would not require that those funds be repaid.
He said he did not think that was the sponsor's intent. He
suggested the sponsor would be open to the idea of creating an
endowment with the |level of protection afforded to funds
currently in the CBR

CHAI R W ELECHOWSKI continued to say that SB 178 does not require
the balance of the CBR be transferred into the proposed Al aska
Operating Endownent Fund. The bill sinply creates a structure
and proposes a concept. It begins a discussion that the
| egi sl ature should have about how to protect Alaska's savings,
yet use themto fund essential government operations when annual
revenues are insufficient for that purpose. For that reason, he
said he has proposed two small changes in the new conmttee
substitute.

SENATOR MEYER noved to adopt the CS for SB 178, |abeled 27-
LS1255\M as the working docunent.

CHAI R W ELECHOWBKI obj ected for discussion purposes.

CHAI R W ELECHOWSKI addressed the changes in the bill. On page 2,
line 8, "four and one-half percent” was replaced with "four”
per cent . This was done after reviewing literature about
endownents and the recent performance of several state accounts.
Al so, on page 2, line 12, ", or any other amount," was deleted
when describing the amount the legislature may annually
appropriate fromthe fund.

CHAI R W ELECHOWSKI noted that nationally inflation has averaged
3.43 percent since the federal government began tracking
consunmer prices in 1913. He said he wanted to begin the
di scussion today with a reduced annual allowable pay-out from
the proposed fund. He stated that he also wanted to elimnate
the legislature's opportunity to exceed a responsible annual
payout by renoving the |oophole in the original bill which
allowed the legislature to withdraw as nuch as it wanted from
the fund in any given year. He said he understood the |anguage
was included in the bill to protect against any assertion that
the legislature was binding the hands of a future |egislature.
He noted he had been advised by |egislative attorneys that there
may be other ways to guard agai nst that potential.
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At ease from9:10 to 9: 14.

9:14: 28 AM
CHAI R W ELECHOWBKI requested comrents from the sponsor regarding
the changes in the bill.

9:14:59 AM

DARW N PETERSON, staff, Senator Bert Stedman, Co-Chair of the
Senate Finance Commttee, sponsor of SB 178, comented on the
changes to the bill. He stated that Senator Stedman has no
problems with version M of the bill. He related that Senator
St edman respects the protections that are in the constitution
for the CBR and would agree to simlar protections in the
endownent fund. He concluded that version Mis a starting point
to continue the discussion of the fund in the Senate Finance
Conmi ttee.

CHAI R W ELECHOWSKI appreci ated the sponsor's |eadership in this
ar ea.

MR. PETERSON t hanked the chair.

CHAI R W ELECHOWNSKI noted the bill has an additional referral to
the Senate Finance Conmittee. He said he hopes that if an
OQperati ng Endowrent Fund comes into existence and includes funds
from the CBR, it wll be done through a constitutiona
anendnent. That way the fund would be protected and it would go
to a vote of all Al askans.

CHAI R W ELECHOWBKI pointed out that the bill has a fiscal note
of $3.1 mllion, based on the assunption that $15 billion would
be noved into the fund.

9:17:21 AM

SENATOR MEYER noved to report the CS for SB 178, version M from
conmttee wth individual recomendations and the attached
fiscal note. There being no objection, CSSB 178(STA) was
reported fromthe Senate State Affairs Standing Comm ttee.

9:17:50 AM

There being no further business to conme before the commttee
Chair Wel echowski adjourned the Senate State Affairs Standing
Conmittee at 9:17 a. m
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