HOUSE FI NANCE COW TTEE
March 16, 2016
1:32 p.m

1: 32: 47 PM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 1:32 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

Representati ve Cat hy Minoz

ALSO PRESENT

Senator Cathy G essel, Sponsor; GCene Therriault, Deputy

Director, Statewide Energy Policy Developnent, Al aska
Energy Authority, Departnent of Commerce, Community and
Economi ¢ Devel opnent ; M chael Lanb, Chi ef Fi nanci al
Oficer, Al aska | ndustri al Devel opnent and Expor t

Aut hority; Representative Liz Vasquez.

PRESENT VI A TELECONFERENCE

Carrie Doyle, Adult Health dinical Nurse Specialist,
Alaska dinical Nurse Specialists Associations; Laur a
Sar cone, Certified Nurse-Mdwife and Past Co- Chai r,
Advanced Practice Registered Nurse Alliance; Gail Bernth,
Executive Adm nistrator, Board of Nursing;, Tracey Wese,
Fam |y and Psychiatric Nurse Practitioner, and Co-Chair
Advanced Practice Registered Nurse Alliance.
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SUMVARY
HB 268 Al DEA: DI VI DEND TO STATE; | NCOVE; VALUATI ON

HB 268 was HEARD and HELD in commttee for
further consideration.

SB 53 ADVANCED PRACTI CE REQ STERED NURSES

SB 53 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson reviewed the neeting for the day. He
reviewed legislative procedure and decorum regarding the
commttee and | egi sl ation process.

#sb53
SENATE BILL NO. 53

"An Act relating to advanced practice registered
nursing; relating to certified direct-entry mdw fery;
and providing for an effective date.”

1: 35: 12 PM

SENATOR CATHY G ESSEL, SPONSCR, thanked the chair for
hearing the bill. She explained that the |egislation would
update the state's 34-year-old statute titles pertaining to
nurse practitioners. The existing title was "advanced nurse
practitioner (ANP)" and "nurse anesthetist (NA" The bill
would inplenment the updated term of "advanced practice
regi stered nurse (APRN)." The bill did not change the scope
of practice perforned by advanced practice registered
nurses. She referred to a chart in nenbers' packets
illustrating title changes the bill would put in place
(copy on file). She detail ed she had served on the National
Council of State Boards of Nursing in the past; during her
time on the <council the title for advanced practice
regi stered nurses was standardized in a consensus nodel
docunent agreed to by all of the states. She el aborated
that prior to the change, each state had its own title for
advanced practice registered nurses. The top portion of the
chart showed ANP and NA, which were the old terns. Three
subspecialties fell underneath the ANP unbrella including
nurse practitioner, <certified nurse-mdw fe (responsible
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for delivering babies), and certified clinical nurse
speci alist (enployed in hospitals).

Senator G essel continued to address the title chart. The
proposed statute change was represented in the |ower
portion of the chart. The title would change to APRN and
four subcategories included certified nurse practitioner,
certified nurse-m dw fe, certified regi stered nurse
anesthetist, and certified clinical nurse specialist.

1:37: 51 PM

Senator G essel relayed that the bill's only function was
to transform state statutes to reflect the updated APRN
title change. Part of the reason for the change was due to
confusion within insurance conpanies. She detailed that
each state had been using a different title; therefore,
sonetines reinbursenents were denied because insurance

conpani es (1 ncluding Medi car e and t he Vet er ans'
Adm nistration) did not recognize the credential of the
person who provided the service. The bill would nake Al aska

in uniform conformty wth other states. Currently there
were 1,000 advanced practice registered nurses in Al aska;
therefore, the <change would inpact a |arge nunber of
clinicians.

Co-Chair Neuman referred to Senator G essel's testinony
there had been reinbursenents based on confusion about
service providers. He asked for exanples and the associ ated
val ue.

Senator G essel explained that a primary care provider
could bill insurance for services just Ilike a famly
practice physician. She was personally an APN or NP under
the current category. She detailed if an insurance conpany

did not recognize what ANP stood for, it would question
what kind of reinbursenent the she would be entitled to for
the care of a patient. The bill would standardize the
title.

Co-Chair Neunman asked if Al aska was behind other states in
maki ng t he changes.

Senator G essel answered that 13 states had inplenented the

change in title. Additionally, there were currently about
29 states (including Al aska) working on making the change.
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Co- Chair Thonpson noted Representative Gara had joined the
nmeet i ng.

1: 40: 05 PM

Representative Gattis asked if the |[Iabel changes would
force any kind of wage change paid by hospitals. She
wondered if the bill would nake a difference from the
hospital s’ standpoint. Additionally, she wondered if the
change would result in different costs to patients.

Senat or G essel responded that it would nmake no difference
in the reinbursenent or wage for any of the categories of
APNs. In ternms of hospital practice, the certified nurse-
mdwi fe and the certified registered nurse anesthetist were
the two categories that would be practicing both inside and
outside hospital facilities. The nurses had been doing so
for nunerous years if they had hospital privileges. The
clinical nurse specialist practiced alnost exclusively in a
hospital. She relayed the bill should not change their pay
category at all

Representati ve Gut t enberg wonder ed i f addi ti onal
credentials would be necessary if a nurse practitioner's
title changed to certified nurse practitioner. Senator
G essel answered that the requirenents for certification
would remain the sanme. She detailed that since ANPs had
been recognized in Al aska (for 34 years), national board
certification was required to receive a license in advanced
practice. The bill would not change the requirenments. The
sane national certifying boards would still adm nister the
same exam nations and certified in the sane way.

Representative Cuttenberg observed the title chart showed
nurse anesthetists as separate under existing law, but it
i ncluded them under APRNs in the proposed |aw. He wondered
about the bill's inmpact on nurse anesthetists and asked if
t hey were supportive of the |egislation.

Senat or G essel explained that the reason ANPs and NAs were
separate on the upper portion of the chart was due to the
way the statutes had been originally witten. The new title
woul d put everyone under the APRN title. Al four of the
categories under APRN were part of a coalition, which
unani nously supported the |egislation.
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Representative (Quttenberg appreciated the answer. He
coormented that sonetines alliances did not always speak
out .

Co- Chair Thonpson called for invited testinony.

1: 44: 31 PM

CARRIE DOYLE, ADULT HEALTH CLIN CAL NURSE SPECI ALI ST,
ALASKA CLINICAL NURSE SPECIALISTS ASSOCIATIONS (via
tel econference), read froma prepared statenent:

| am Dr. Carrie Doyle, | am an adult health clinical
nurse specialist and represent the Alaska dinical
Nurse Specialists Association. |I'm also a nenber of

the Al aska APRN Alliance, which is conprised of all
four advanced practice registered nurse specialties,
AANA, and the University of Anchorage Al aska, as well
as the Board of MNursing. 1'd like to thank you for
allowng nme to testify in support of Senate Bill 53,
which is an act related to advanced practice
registered nursing that will align Al aska statute with
t he nati onwi de novenent called the consensus nodel .

Currently, as a clinical nurse specialist | am called
a nurse practitioner legally, which is not the role
that | perform and can be confusing to patients. So as
noted, there are four different specialties. That
being the nurse practitioner, the clinical nurse
specialist, the nurse-mdwife, and the CRNA or nurse

anest heti st. The statute wi | | separate t hese
categories. As | nentioned, the consensus nodel is a
nati onw de novenent t hat i ncl udes al | four
specialties. It was conprised or built by the National
Council of State Boards and Nursing in conjunction

with an APRN wor kgroup that conprised of 48 different
nati onal nursing organizati ons.

The consensus nodel does seek wuniformty in APRN
| i censure, accreditation, certification, and
educat i on. Uniformty will expedite i nsurance
rei moursenment as noted by Senator G essel and by
elimnating confusion about service providers, which
in turn, elimnates the confusion with our patients.
It will also allow APRNs from other states to nore
easily obtain Alaska l|icensure. Senate Bill 53 does
not change the scope of practice for ANPs and nurse
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anesthetists who will still be able to continue to
provi de that sanme high-quality, safe, accessible care
that they have provided to Al askans across the state
for the last 34 years. It will just have a new nane:
APRN. | thank you for your tinme today and ask that you
support Senate Bill 53.

1:47: 02 PM

LAURA SARCONE, CERTIFIED NURSE-M DWFE AND PAST CO CHAIR,
ADVANCED PRACTI CE REG STERED NURSE ALLI ANCE (via
tel econference), read froma prepared statenent:

Good afternoon. My nane is Laura Sarcone. | am a
certified nurse-midwife and | am the imedi ate past
co-chair of the APRN Alliance. Thank you for this
opportunity to testify in support of SB 53. The four
advanced practice nursing groups have been working on
this issue for nearly five years.

The APRN Consensus Model is a national “best practice”
act. It puts consuners, enployers, APRNs, the Board of

Nursi ng, insurance conpanies, and the |egislature on
t he same page. It st andar di zes | i censing,
accreditation, certification, and educat i onal

requirenents for APRNs. Thirteen states have already
fully inplemented the Mdel. Another 29 states plus
the District of Colunbia are nore than fifty percent
i nplenented. Only 8 states are less than 50 percent
i npl enented and 33 states use the title “APRN.”

The APRN Alliance has reviewed the fiscal note. W
understand that the $7500 cost wll be recovered
t hrough licensing fees and not general funds. W would
like to thank Senator G essel for sponsoring this

bill, and for chanpioning this issue on behalf of her
fellow APRNs. | wurge you to vote in favor of SB 53.
Thank you.

Representative Gara asked M. Sarcone about why it took
five years for the various nursing groups to cone together
on the issue. He wondered what the dispute had been. M.
Sarcone corrected that the nursing groups had been worKking
on the issue for nearly five years; it had not taken the
groups that time to cone together. She explained it had
taken five years for the groups to work through the Board
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of Nursing, getting |anguage together, and requesting the
bill through Senator G essel.

1:49: 47 PM

GAI L BERNTH, EXECUTI VE ADM NI STRATOR, BQOARD OF NURSI NG (vi a
tel econference), read froma prepared statenent:

Thank you for hearing this bill and for permtting ne
to address this hearing. The Board of Nursing has
requested that | voice their support of this bill to
update our regulations. This will help to bring Al aska

into conpliance with the national consensus nodel
devel oped by the National Council of State Boards of
Nursing. | thank you.

1: 50: 19 PM

TRACEY WESE, FAM LY and PSYClI ATRI C NURSE PRACTI TI ONER, and
CO CHAIR, ADVANCED PRACTI CE REG STERED NURSE ALLI ANCE (via
tel econference), urged support of the bill.

Co-Chair Neuman referred to the bill's sectional analysis
(copy on file) and observed that Section 10 deleted
vocational nursing and added a paragraph requiring the
Department of Conmerce, Community and Econom c Devel opnent
to set fees to practice registered nursing. He asked about
the reason for the change.

Senator G essel relayed that the bill would renove the term
"vocational" because it was no longer wused; it had been
removed from nost of the state's statutes by |egislation
approximately five years earlier; the term that would be
deleted in the current bill had been mssed when the
changes had been made in the past.

Co- Chair Neuman asked for wverification it was conformng
| anguage. Senator G essel answered in the affirmative.

Representative Neuman renmarked that Section 13 would anend
statute to add advanced practice registered nurses to the
persons authorized to supervise a practical nurse. He did
not know what the current qualifications were. He believed

the bill seenmed to do nore than nmerely change the nane. He
observed the bill provided for nobre services or duties
nurses could do. He asked for detail on the change in
Section 13.
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Senator G essel explained that a practical nursing degree
was typically tw vyears. She read from Section 13 of
existing statute: "a practical nurse shall work under the
supervi sion  of a licensed registered nurse..." She
explained that a registered nurse was a higher |evel
licensure that qualified a registered nurse to supervise a
licensed practical nurse (LPN). She elaborated that an
advanced practice registered nurse was at mninmm a
master's degree (nost of the education was noving towards a
doctoral degree). The section added the doctorally prepared
nurse who woul d al so supervi se the LPN

1:54:01 PM

Co-Chair Neuman referred to Sections 52 through 54. He
stated that the bill wuld add APRNs to the list of
practitioners who nay, under statutory provi si ons

concerning nental health commtnment, determne if a person
may be admnistered psychotropic nedication wthout a
person's consent. He remarked that in other occurrences
pertaining to the nedical industry, doctors were sensitive
to the ability to admnister different prescription drugs
because of the anount of education they received,
particularly wth the wuse of psychotropic drugs. He
wondered why the |anguage was needed and believed it
advanced a nurse's authority substantially.

Senat or G essel began with Section 52. She clarified that
the underlined words in the bill draft represented areas
that would change current statute. The existing statute
read "as determned by a licensed physician or a registered
nurse..." She enphasized a registered nursing degree was
either two to four years (a bachelor's degree) and an
advanced practice registered nursing degree was a nmaster's
or doctorate. Under existing statute an advanced practice
regi stered nurse could adm nister psychotropic nedication

The language sinply clarified the statute by inserting
"advanced practice registered nurse" as well. She specified
that an advanced practice registered nurse was a higher
level registered nurse wth prescriptive authority; a
regi stered nurse did not have prescriptive authority.

Senator G essel nmved to Section 53 related to the
definition of a nental health professional. The existing
statute applied to a registered nurse with a naster's
degree in psychiatric nursing, which was the definition of
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an APRN. She stated it was possible for an RN to have a
master's degree in psychiatric nursing, but not be an APRN
She detailed it clarified that a nurse with a nmaster's
degree or a doctorate could also be categorized as a nenta
health professional. She referred to testinmony by Dr.
Tracey Wese who is a doctorally prepared nental health
prof essional. The definition did not extend or expand the
scope of practi ce.

Senator G essel noved to Section 54 on page 25 of the
| egi sl ation. The original |anguage had been "...reviewed by
a registered nurse licensed under..." The section pertained
to reviewing a residence assisted living plan. She
expl ai ned that an APRN was al so an RN (the individuals held
two licenses and paid twice to the State of Alaska). The
| anguage had been updated to clarify the inclusion of
APRNS.

1:57: 34 PM

Co-Chair Neuman assunmed that specific training would be
required for an APRN to adm ni ster psychotropic nedication.

Senator G essel answered that a nurse practitioner held
either a master's or doctoral degree and were currently
statutorily authorized to prescribe. She furthered that
with drug enforcenment authority, nurse practitioners also
prescribed controlled substances should they decide to
apply for the authorization. She explained that nurse
practitioners had full prescriptive authority just like a
famly practice or other physician.

Co- Chair Neuman remarked that nurses perforned sone of the
clinical work in villages and sonme health centers wthout
doctors. He believed the bill would provide increased
opportunities within the state. He asked if it was part of
the reason for the legislation. He spoke to the need to
continue to reduce the budget, while ensuring nedical
services were avail abl e throughout the state.

Senator G essel answered that he was speaking to her heart.
She clarified that the bill did not change anything that
did not currently exist. She elaborated that many APRNs
practice in rural areas where no other healthcare was
available (including an Indian Health Service clinic). She
detailed that one of the provisions in another bill that
woul d cone before the commttee related to Medicaid would
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allow nurse practitioners (particularly practitioners in
mental and behavioral health) to expand their ability to
practice. She thanked him for the question. She reiterated
SB 53 did not expand work perforned by APRNs in rural
Al aska or in any other venue.

2:00: 03 PM

Vice-Chair Saddler asked if the bill changed the nenbership
of the Board of Nursing such that it would inpact the
prof essional |icensing fee.

Senator Gessel replied in the negative. She explained
there was currently a seat on the Board of Nursing for an
APRN and the bill would nake no changes to the area.

Vi ce-Chair Saddler asked which professional board would
regulate APRNs. He wondered if it wuld change the
"universe of license fee payers”" and the required rate.
Senator G essel responded that the bill would nmke no
changes to the area. She explained that currently APRNs
fell under the Board of Nursing; the board regul ated about
12,000 licensees from certified nurse aides up to a
doctorally prepared APRN.

Senator G essel thanked the commttee for its tine.

SB 53 was HEARD and HELD in commttee for further
consi derati on.

2:01: 54 PM
AT EASE

2:02: 51 PM
RECONVENED

#hb268
HOUSE BI LL NO. 268

"An Act relating to the dividends from the Al aska
| ndustrial Devel opnment and Export Authority; relating
to the neaning of 'mark-to-market fair value,' 'net
income,' 'project or developnent,' and 'unrestricted
net incone' for purposes of the Alaska Industrial
Devel opnent and Export Authority; and providing for an
effective date.”
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2:03:16 PM

GENE THERRI AULT, DEPUTY DI RECTOR, STATEW DE ENERGY PQOLICY
DEVEL OPMENT, ALASKA  ENERGY  AUTHORI TY, DEPARTMENT  OF
COWERCE, COVMUNITY AND ECONOM C DEVELOPMENT, directed
attention to page 2 of the legislation. He addressed the
existing statutory |language (inplenented in 1996), which
requi red Al aska Industrial Devel opnent and Export Authority
(AIDEA) to pay a dividend to the State of Al aska. Shortly
after the statutory sections had been added, t he
| egislature had realized there were certain things that
happened as the enterprise achieved or received their
audited financial statement on a yearly basis. He detailed
that adjustnments were nade to net income in order to
receive the audited financial statenent. He continued there
were certain things it mde sense to back out, to get
closer to a true picture of the net incone for the year
before the dividend was calculated for the state (in order
for the dividend to be calculated on inconme received by
Al DEA) . He referred to the inclusion of the word
"excluding" on page 3, lines 3 and 21 of existing statute.
He explained it was a recognition of the legislature that
while certain things needed to be done to receive the
audited financial statenment, certain accounting adjustnents
needed to be backed out to get to true net incone before
calculating the dividend to the state.

\V/ g Therriault continued to address page 2 of the
| egislation. The bill would expand the |anguage (follow ng
the word excluding) to include a couple of new accounting
rules and address a couple of problens AIDEA had identified
t hat wer e bri ngi ng unnecessary volatility to t he
cal cul ation of the AIDEA dividend. He elaborated there were
two problens the legislation aimed to fix. First, related
to mark-to-market adjustnments that were required in order
to get the financial audited statenent. Second, in
i nstances where AIDEA was tasked with |ooking at a project
and given an outside source of noney (e.g. an appropriation
from the state or receipt of federal funds to look at a
specific project), previously the legislature instructed
AIDEA to disregard those receipts when they came in. For
exanple, if the legislature gave AIDEA $1,000 to look at a
project, it did not expect AIDEA to give half the nopney

back in the calculation of the dividend. The bill ained to
fix the specific problem when any project had a conponent
t hat got witten of f. Addi tionally, mar k- t o- mar ket

adj ust rents woul d be excl uded.
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M. Therriault pointed to the | anguage on page 2, begi nning
on line 5 and explained that |osses on a project or
devel opnent to the extent it was financed with state or
federal grants (noney appropriated to AIDEA outside of its
revenue stream were to be disregarded. Line 7 specified
t he mark-to-market adjustnments done for accounting purposes
were to be excluded. He referred to a presentation his
col | eague woul d provide nonentarily and noted he had gone
t hrough an abbreviated version with each conmttee nenber
or their staff. He believed the presentation included sone
exanples that would help commttee nenbers understand the
i npact of the adjustnents needing to be made in order for
AIDEA to get its audited financial statenment and why it
made sense to back the items out to get back to true net
incone in order to calcul ate the Al DEA divi dend.

2:08:26 PM

Co-Chair Thonpson referred to page 2, lines 8 and 26 where
a reference to AS 44.88.172 (the -econom c devel opnent
account) was renoved. He wondered how the om ssion of the
account woul d i npact the Al DEA divi dend.

M CHAEL LAMB, CHI EF FINANCI AL OFFI CER, ALASKA | NDUSTRI AL
DEVELOPMENT AND EXPORT AUTHORI TY, answered that there were
two [statutes] "155 and 172"; AS 44.88.172 pertained to
projects. To sone extent the renoval did not really have an

effect. Sone of the |anguage changes in the bill had gone
t hrough Legislative Legal Services for clarification. He
explained that the bill included |anguage specifying if

there was any financing for a project that cane from the
state or the federal governnent "it conmes out."” He detailed
that part of the problem with AS 44.88.172 was it only
pi cked part of the projects that A DEA actually did. He
expl ained the presentation noted that under the right set
of circunstances or an AS 44.88.172 project, it would have
an effect wunder current statute; however, under an AS
44.88. 155 the |anguage did not apply. The goal had been to
clean up the Ilanguage by renoving AS 44.88.172. Under
either case or type of project (even if it was an AS
44.88.155 project) if the noney cane from the state or the
federal governnment it would not affect the dividend. He
believed an exanple he would provide would clarify the
i ssue.
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Co- Chair Thonpson remarked there were quite a few projects
under AS 44.88.172.

M. Therriault believed AS 44.88.172 had existed when the
exclusion had first been added to the statute, but the
Sust ai nabl e Energy Transm ssion and Supply (SETS) funds and
ot her funds had not existed at that tinme. It had been very
specific that federal or outside grants that came into that
fund were to be excluded; by renoving the [|anguage the
exclusion would apply to AS 44.88.172 and the other funds
that had been created since that tine.

2:10: 56 PM

Vi ce-Chair Saddler asked M. Lanb to explain the term mark-
to-market fair value. M. Lanb replied that mark neant
adjusting to market. For exanple, if a stock had been
purchased for $1,000 and one year later it was worth
$1, 100, the value was marked up to $1, 100.

Vice-Chair Saddler had understood the term to nean "from
this to that, from nark to the market." He understood M.
Lanb's explanation to nmean "ascertained it according to, in
reference to the market."

M. Lanmb responded that the mark-to-nmarket would be book
value on the financial statenments according to what the
mar ket deenmed sonething to be worth as of a point in tine.

M. Therriault relayed that M. Lanb would continue wth
the presentation.

2:12: 46 PM

M. Lanb introduced the PowerPoint Presentation, "Alaska's
Devel opnent Fi nance Authority" (copy on file). He indicated
that the bill was really about accounting. He relayed the
| egislation was not overly conplicated and the concept
would be clear to accountants. He had tried to develop
analogies in order to explain the cause and effect of the
| egi sl ati on. He asked how much tinme the conmttee had.

Co- Chair Thonpson indicated that there was about an hour
and fifteen m nutes.

M. Lanb requested to hold questions until the end of the
present ati on.
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M. Lanb addressed slide 2 titled "ADEA s Dividend:
Hi story, Goal, Statutory Language, and Two Accounting
Problenms Wrrking to Fix." He relayed that the existing
statutory |anguage was perfectly good; however, accounting
aut horitative guidance had changed. He el aborated that the

impacts of the original | anguage now had different
consequences if adjustnents were not made. The primary
purpose of the bill was to fix the issue.

M. Lanb turned to slide 3: "AIDEA Dividends to State of
Al aska." He explained that the dividend process covered a
three-year period. He pointed to a chart on slide 3 and
specified the colums were year, year payable, and dividend
anount. The first row began with 1995, which was payable in
FY 96. He elaborated the books were closed and the audit
process was undertaken. Sonewhere around Decenber of each
year the staff recommended the dividend be declared by the
board based on audited results and then the checks becane
payable in the third year. He relayed that the first
dividend was $15 nmillion. He stated that ideally the
schedule would Kkeep going into the future and nore
di vi dends woul d be pai d by AlDEA and recei ved.
Approximately $380 nillion in dividends had been declared
over tine. The original capitalization had been about $332
mllion. He stated there was tinme value, but in essence the
noney that had been nade avail able had been repaid through
t he dividends, which would ideally persist perpetually into
the future.

2:16: 41 PM

M. Lanb slide 4 titled "AIDEA' s Dividend & Language Change
Goal ":

Goal :
Share with the State, through an annual dividend (that
is stable and nore predictable), the financial

benefits of AIDEA' s actual results of operations.

M. Lanb discussed the goal of bringing stability and
predictability to the dividend. He recalled the first year
he had worked at AIDEA there had been a huge swing in the
net income (and dividend) and the board had specified an
expl anation was needed to inform | egislators about why the
di vidend had dropped significantly. He had explained the
answer was easy - the unrealized | osses had reduced the net
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income. He reasoned the concept was easier said than
understood. He stated the stability and predictability "in
fixing it was partly driven by not having to deal wth that
guestion. "

M. Lanb turned to slide 5 titled "D vidend Statute
Language Needs Mbodernizing, As Accounting Rules Have
Evolved over Tine." He detailed there were three types of
transactions (only the third one was really a problem
which the bill addressed). The first pertained to real
transactions that actually occurred - real revenues were
earned, checks were witten, and equipnent was purchased.
The second pertained to estimates and allocations (i.e.
booki ng depreciation on purchased equipnment, anortizing
intangi bles, and etcetera). The third transaction type
related to entries from market value adjustnents. He
detailed the entries were related to transactions that did
not occur, but were required to book and adjust the
records. He furthered that in order for AIDEA to be in
conpliance with the audit it needed to be GAAP (Generally
Accepted Accounting Principles) based, which nmeant it was
necessary to follow the Governnental Accounting Standards
Board (GASB) - the highest authoritative body. He explained
that AIDEA wanted to nodernize the exclusion |anguage [in
statute] to do a bit of cleanup, which was the essence of
t he | egislation.

2:19: 31 PM

M. Lanb advanced to slide 6: "Paynent of dividend to
state." He referred to statutory |anguage specifying the
authority shall adopt a policy for paynent of a dividend,
which may not be less than 25 percent of the net inconme. He
pointed to |anguage at the bottom of the slide, which
pertained to the reason for the legislation. Net incone was
statutorily defined and neant the change in net position or
t he equivalent [term under GAAP]. He noted that in the past
net incone had also been terned results of operations (the
ternrs were the sane label for the difference between
revenues and expenses). He explained the statutory net
incone had to be GAAP based; the net incone nunmber was the
result of the audited financials, neaning an audit that
followed authoritative guidance. He referred to the
addi ti onal |anguage pertaining to exclusions [see slide 6].

M. Lanb continued to slide 7: "Dividend Cal cul ati on St ack
Visual." He noted the dividend to the state was at the top
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of the slide, which was based on statutorily defined net
income. He continued that a GAAP based audited financi al
statenent was required and was accepted by the board. He
furthered that the financial statements had to include
applicable market value and/or wite-down or |oss entries
as required by GAAP, which in turn required GASB. He
relayed that HB 268 nerely nodified "excluding" |anguage
from the audit results so that statutorily defined net
i ncone would not include any market value and/or state or
federally funded wite-down activity, when calculating the
di vidend. Once the statutorily defined net incone had been
determi ned the board was given a recommendation by staff
pertaining to the dividend anmount (between 25 to 50 percent
of net incone).

2:22: 39 PM

M. Lanb read from slide 8: "D vidend Problem No. 1:
“Mar ket Val ue” Adjusting Entries":

Probl em 1:
1. G A AP. keeps evolving, requiring booking/recording
“mar ket value” adjusting entries. Essentially, act
i ke sonmet hing happened that didn’t happen, and book
it as though it did...
2. The result: AIDEA' s “net inconme” sw nhgs, sonetinmes
materially, which means the State’s dividend sw ngs

sonetinmes materially year-over-year, we want to fix
this.

3. And in the end, ultimately, the dividend paynent is
a cash based transaction. (Paying it when cash

hasn't been earned is a problem -- for AIDEA but
i kewi se, not paying it when it has been earned, and

is available, is a problem-- for the State.)

M. Lanb advanced to slide 9: "Problem No. 1 Analogy of
"Mar ket Value" Entries Inpacts" and slide 10: "$ Based Tax
Payer Analogy." Slide 10 showed a copy of the Internal
Revenue Service (IRS) 1040 inconme tax form He referred to
i ndividuals as cash-based tax payers. He discussed that
individuals applied their final net income nunber to the
federal governnent's tax tables, which resulted in the
amount owed to the government. Likew se, AlIDEA went through
a process to come up with a net incone nunber, at which
point the board applied a tax or dividend rate of 25 to 50
per cent .
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M. Lanmb noved to slide 11 and addressed an extract of the
income section 1040 tax form (shown on slide 10). He
reviewed the exanple depicted on the slide, which included
$100,000 net income. The exanple assuned a brokerage
account containing $250,000 earning 3 percent in the form
of interest and dividend, which would be declared under
lines 8 and 9 at $7,500. Line 21 reflected a $1,000
Per manent Fund Dividend. The total revenue nunber on the
slide was $109, 000.

2:26: 03 PM

M. Lanb addressed slide 12: "GASB Statenents 31, 68, 72, &
75." He continued wth the exanple and asked nenbers to
suppose an individual had to apply the nmark-to-market fair
val ue adjustnent GASB standards. He spoke to volatility
brought on by GASB statenent 31. He believed it was fair
and accurate to anticipate a conpounding effect, which
woul d nmake volatility even greater. He detailed that GASB
statenent 68 was related to recording the unfunded
obligation related to pensions. The pension unfunded
obligation had two sides to the balance sheet: assets and
l[iabilities. He furthered that nuch of the asset side
i ncluded investnments (marketable securities). He el aborated
that GASB statenent 31 would drive the gain and |oss on the
retirement funds and the nunmber would end up follow ng
through to the incone statenent of all the local entities
(1 ncludi ng Al DEA).

M. Lanb turned to slide 13: "Form 1040 Anal ogy — Add GASB
| pacts.” He continued to address an exanple where the four
GASB statenments applied to individual tax payers. He used
the IRS 1040 form and spoke to the various GASB statenents
(31, 68, 72, and 75). He detailed that GASB 31 related to
mar ket abl e securities. He explained that anyone wth a
portfolio where no sales or purchases were nmade wthin a
year, but the stocks were worth $25,000 nore because the
mar ket value had increased, the gain would have to be
recorded as if it had been sold to recognize an increase in
wealth. He elaborated it was an unrealized increase in
wealth, but it would have to be recorded. He relayed that
GASB 68 related to the pension side of the Public
Enpl oyees' Retirenent System (PERS) conponent. He spoke to
IRAs and 401k retirenent pl ans. He furthered that
retirements account were worth about $200,000 and in the
exanpl e increased by about 5 percent over one year; the
i ncreased adjustnent would be clainmed on the IRS form He
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relayed GASB 72 was a fair value adjustnment and went into
effect for AIDEA at the end of the tax year June 30, 2016

He provided an analogy of owning a rental property worth
$400,000 that had increased 5 percent over the vyear
($20,000). He specified that GASB 75 was not yet into
effect, but began for years ending June 30, 2018 (the item
pertained to the fair nmarket value for other post-
enpl oynent benefits such as healthcare, disability, and
other); the exanple used an anount of $5,000. He explai ned
that due to the increases the total revenue on the form was
$60, 000 higher. He detailed the adjustnents could go in any
direction.

M. Lanb scrolled to slide 14: "HB 268 s / SB 149 s | npact
to 1040 Anal ogy." He addressed the proposed nodification to
the excluding Ilanguage - from AIDEA' s perspective the
mar ket value adjustnents would be renoved from its net
income. He referred back to the exanple on slide 13 and
expl ai ned the net inconme would be back down to $109, 000 for
pur poses of determ ning the dividend.

2:31: 47 PM

M. Lanb advanced to slide 15 "AIDEA's Net Incone, Pre-
G A S B. 31 “Market Value” Adjusting Entries." The chart
depicted 25 years of AIDEA's net inconme from 1991 to 2015.

He remarked the inconme fluctuated - the largest sw ng had
been in 2003 to 2004 from about $35 mllion down to $25
mllion (each of the points on the chart represented the

year-end). He noved to slide 16: "GASB 31" Market Value”
Il mpact to Net Incone"” that showed what AIDEA s actual
audited financial statement nunbers |ooked |ike when
factoring in GASB 31. He had used audited financial nunbers
and had backed out GASB 31 unrealized gains and | osses to
come up wth the green line on the chart. The chart
i ndi cated GASB 31 had begun in 1997; the yellow |ine on the
chart, which fluctuated substantially, reflected net incone
post GASB 31 entries. He explained that AIDEA had been
required to calculate a dividend based upon the yellow
line. He discussed that npbst individuals were cash-based
tax payers; whatever the tax bill was, in theory, the
individual had the cash to pay the taxes, which was the
reason accrual was not used on personal inconme taxes. He
pointed to 2010 and relayed the net income had been
approximately $41 million; with GASB 31 it had increased to
close to $58 nmillion. He explained it was a substanti al
chunk to apply a 50 percent dividend to, while the nobney
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had not actually been received in the bank. Blue lines on
the slide specified instances where GASB 31 nmde the
statutory net inconme nunber and dividend |lower. He pointed
to 2013 and explained the audited net inconme prior to the
i mpact of GASB 31 had been about $44 million, whereas, the
mar k-t o- market effect (acting as though AIDEA had sold all
of the investnments at June 30) had reduced the net incone
to just above $20 million. He enphasized the scope of the

i npact .
2:35:23 PM

M. Lanb continued to address slide 16. He explained that
2013 was an instance where AIDEA had the ability to wite a
| arger check, but the check was |ess because of the inpact
of GASB 31 on the financial statenents. He expounded t hat
if GASB 68, 72, and 75 were stacked on top of GASB 31, the
line woul d becone even nore volatile. He noved to slide 17:
"Problem No. 2 “Dividend Penalty” Adjusting Entries" and
slide 18: "Dividend Problem No. 2: “Dividend-Penalty”
Ef fect Adjusting Entries."” He discussed that when Al DEA was
given noney from the state or federal government (cash was
converted to build an asset), the asset was witten off the
books (an asset that really did not have the value could
not be reported on financial statenents). To get the asset
off the books the asset was reduced and it had to flow
through the inconme statenent as an expense (basically a
wite down), which resulted in less income. He addressed
that the dividend penalty could be 25 to 55 percent, which
Al DEA wanted to fi x.

2:37:54 PM

M. Lanb turned to slide 19: "Potential Effect of an
Adj ust nent to State Funded | nvest nent (Project X
Hypot hetical )." Under the current statute the exanple would
be an AS 44.88.155 project; it was part of ADEA S
revolving fund. He explained the conputation of statutory
net inconme for the FY 17 dividend came out of the back of
the audit (Schedule 7). The total began at about $28

mllion; after adj ust nment s (for exi sting statutory
| anguage) the net incone was reduced to $25.3 mllion. He
stressed that the specific issue was not consistent |ike

the annual GASB 31. They had determi ned the issue should be
brought forward for the legislature to rectify if the
| egislature chose to do so. He <continued to address
"project x" and discussed a circunstance where the
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| egi sl ature or federal governnment chose not to invest any
nore noney and determined there was no future value and
that the item required a wite-down. Al of a sudden the
$25.3 mllion in net inconme was reduced to $16.5 mllion,
which would be the audited net incone nunber. At a 50
percent dividend the net income nunber would nean a
reduction of $4.4 nmllion to the dividend. He provided an
exanpl e where the federal governnent had given the $8.8
mllion to AIDEA, which had been eroded off. The state
would actually be out $4.4 million of the dividend due to
current statute that did not exclude the specific item

2:39:56 PM

M. Lanb continued that in the exanple the state was
penalized for a project funded wth federal dollars. He
furthered that AIDEA had received the noney, followed GAAP

reported it, determined there was no value, wote the item
dowmn, and the dividend was reduced. He spoke to an
alternative scenario where the state provided $8.8 nillion
to AIDEA for a project, but then determ ned the project
woul d not nove forward and subsequently the dividend was
reduced. He explained it had seen |ike a good idea, but al

of a sudden the $8.8 nmillion project really cost the state
$13.2 mllion in cash; the dividend penalty occurred solely
because of following the reporting criteria. If the

| anguage was altered to exclude projects or wite downs
financed with federal or state noney would elimnate the
di vi dend penal ty.

M. Lanb turned to slide 20: "Hypothetical State Funded
Non- 172 Project, if Stopped, Inpact to “Net Incone”." He
referred to the green line [pre-net incone] for GASB 31 and
pointed to an excerpt on the right of the slide. The green
line was about $28 million he had addressed in the Schedul e
7. The yellow line in the excerpt represented net incone
post GASB 31; the net incone reduced to $16.6 mllion if

the $8.8 mllion if the loss was reflected. The excerpt
provided a visual of how the lines would change if the $8.8
mllion was added to the net incone nunber. He noted the

unrealized | osses changed to include the reduction of $8.8
mllion for a net incone of around $16 mllion. He
continued that 50 percent of $8.8 mllion neant the
dividend would be $4.4 nmllion smaller. He noted the
situation did not happen frequently, but it could happen;
t herefore, AIDEA believed the problem should be fixed.
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2:42:59 PM

M. Lanb noved to slide 21: "Proposed Statutory Language
Expl anation” and slide 22: "Language Changes - Selected
Hi ghlighted":

« BE |IT ENACTED BY THE LEGQ SLATURE OF THE STATE OF
ALASKA:

e Section 1. AS 44.88.088(b) is anended to read:

e (2) "mark-to-market fair value" neans fixing the value
of an investnment as its market value as of the
financi al reporting date;

* (3) "net incone" neans the change in net position, or
t he equi val ent term under general ly accept ed
accounting principles, of the revolving fund, the
change in net position of the Alaska Industrial
Devel opnent and Export Authority sustainable energy
transm ssi on and suppl y devel opnent fund (AS
44.88.660), or the change in net position of the
Arctic infrastructure devel opnent fund (AS 44.88.810)
as set out in the audited financial statenents of the
authority for the base fiscal year, excluding anpbunts
attributable to intergovernnental transfers, capita
contributions, grants, [OR |IMPAIRMENT] |osses on a
project or developnment to the extent [DEVELOPMENT
PRQIECTS] financed with state or federal grants or

appropri ations, mar k-t o-mar ket fair val ue based
accounting entries, and noncash accounting entries
rel at ed to retirenment obl i gati ons [ UNDER AS
44.88.172];

M. Lanb explained that the |anguage "excluding anounts
attri butabl e to i nt ergover nnment al transfers, capita
contributions, grants, [OR | MPAIRVENT] | osses on a project
or developnment to the extent [ DEVELOPMENT  PRQIECTS]
financed with state or federal grants or appropriations..."
would fix problem 2 that he had discussed. The | anguage

"mar k-t o-market fair value based accounting entries, and
noncash accounti ng entries rel ated to retirement
obligations" fixed the inpact of GASB 31, 68, 72, and 75
He elaborated AIDEA had tried to make the |anguage broad
enough that whatever GASB decided it wanted to adjust to
(irf it was market value), the I|anguage should fix the
issue. He continued that it would enable AIDEA to pay on
the $109 mllion, not $169 mllion or whatever the nunber
turned out to be.
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2:44: 43 PM

M. Lanb reviewed slide 23: "Summary":

The proposed statutory change of HB 268 / SB 149:
1) Renoves the “market value” entries that inpact the
di vidend, thus better stabilizing the dividend anount

paid to the State year-over-year.

2) Renoves the “dividend-penalty” result on the
financier of an investnent project that did not
materialize as originally planned.

3) Mbddernizes and aligns statutory |anguage to the
fact that the dividend is a check to the State, and
thus, is a cash based transaction. Language changes
better connect the paynent to the actual realized
results of operations. Paying it when cash hasn’'t been
earned is a problem (for AIDEA), and not paying it
when it has been earned, and is available, is a
problem (for the State).

M. Lanb explained the bill sinply tried to nodernize the
old language to the fact that reporting requirenments under
GAAP had evolved and changed. He believed there would be a
conmpoundi ng effect.

Representative WIson understood the bill would entail a
di fferent accounting nmethod. She asked if the change woul d
i npact the state's bond and credit rating.

M. Lanb responded in the negative. He explained that the
audited financials would still be the audited financials.
He detailed in order to get to the statutory defined net
income it was necessary to get to the audit. He furthered
that rating agencies always |ooked at the financials. He
had previously worked for the [Fairbanks North Star]
borough and had been through 12 to 18 bond sales wth
nunmerous rating agencies. He stated they were very smart
peopl e who understood financials and accounting with the
ability to make adjustnents for the type of adjustnents
[the bill would inplenment]. He concluded the changes in the
bill would have no inpact [on the state's bond and credit
rating] because an audited financial statenment would still
be required. The statutorily defined net income used for
t he dividend was post the audited nunber. To his know edge,
the statutory net income nunber was not used for anything
other than the dividend calculation. He referred to M.
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Therriault's testinmony related to appropriations from the
state. He explained if the appropriation was included it
would be Ilike the state giving AIDEA noney and Al DEA
witing a check back to the state for the dividend. He
noted the nmethod did not nmake sense.

2:47:30 PM

Representative WIson asked for verification that the bill
woul d not inpact the state's bond rating in any way.

M. Lanb agreed. He noted that AIDEA' s AA+ rating had been
reaffirmed in a recent update by Standard and Poor's (he
had received the update on March 3, 2017).

Vice-Chair Saddler asked if any other state corporations
pai d dividends based on the sane cal culation. He wondered
if the legislature should expect to see simlar |egislation
come forward for entities such as Alaska Housing Finance
Corporation (AHFC), the Alaska Railroad Corporation, and
the Al aska Energy Authority (AEA).

M. Lanb replied that he had no know edge of how the other
agency's dividends were calculated or what they were based
on. He detailed it had taken him a year or tw to
understand the ramfications of the «current statutory
| anguage. He expounded AIDEA had to sign a letter of
representation annually specifying actions that had been
taken. He explained it took time to understand the cause
and effect of the accounting records, ordinances, and
other. He shared that he was still a |icensed CPA and woul d
not conpromse his livelihood. He believed the statutory
| anguage should be fixed. He el aborated the glaring problem
related to the swings in the dividend. He concluded that at
| east Al DEA was doing what it believed was the right thing,
whi ch was identifying the problemthat needed to be fixed.

Vice-Chair Saddler asked if there was any correlation
between the proposed accounting change and the governor's
executive order considering consolidation or efficiencies
bet ween Al DEA, AHFC, and AEA

M. Lanb replied that he did not believe so. He detailed
the issue had been brought up by AIDEA around July 2015
when it had been going through an audit. He furthered that
recommendations for statutory changes were due to the
adm ni stration around Decenber each year. He stated he had
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no idea how the world would unfold in the future. He
explained the end of 2016 would cone quickly and AlIDEA
would be in the sane circunmstance - it would conduct an
audi t, consider exclusions, and determ ne the dividend.

2:51: 01 PM

Vice-Chair Saddler asked for the current balances of the
SETS, revolving, and Arctic Infrastructure Devel opnent
Funds.

M. Lanb believed no funding had ever been put into the
Arctic fund. The balance in the SETS Fund was not
substantial; the available noney was primarily directed to
the IEP [Interior Energy Project], so he did not believe
there was anything there. He reported that AIDEA s net
assets for the revolving fund were approximtely $1.2
billion.

Co-Chair Thonpson asked AIDEA to follow up wth the
information. M. Lanb conpli ed.

Representati ve Kawasaki asked how nmany Al DEA devel opnent
projects currently existed that would be inpacted by the
change in | aw proposed under the |egislation.

M. Lanb responded that the legislation would have zero
inpact on the issue. He explained that AIDEA had three
primary revenue sources: direct l|oans, return from its
eight or so projects, and its own externally nanaged
investnments used to stabilize the agency's cash (the
investnments were also a big deal with rating agencies for
general obligation bonds). The bill would have no inpact on
the projects, but it could have an inpact in the other
direction. For exanple, the Coast Guard had been thinking
about |eaving Anchorage because they did not have a
facility, so AIDEA had built a facility on Joint Base
El mendor f —Ri chardson for 30 years. He explained that if the
project was on AIDEA's books for $13 nmillion and for sone
reason the project went away and the federal governnent
exerci sed immnent donmain and gave AIDEA $5 nmillion, there
would be $8 million difference between AIDEA s book value
and noney it received. The difference would have an effect
on net inconme and subsequently the dividend. He summarized
that the bill would have no inpact on projects, but the
projects could inpact the result of the |egislation.
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2:54:42 PM

Representati ve Kawasaki asked about witing assets off of
the books for a project that was not noving forward. He
wondered how the entries were confi gured.

M. Lanb replied it was an accounting term of art. He
furthered that AIDEA s bal ance sheet had to reflect owned
and owed anobunts. He continued it was wong to claim ownling
something worth "x" dollars when it was not worth that
anount. The way to change "x" was to do a wite down, which
essentially credited the asset account (i.e. wite down or
loss in value) - the debit was shifted from being an asset
to an expense "and it's gone." Under the exanple he had
provided, it was exactly what would happen. Auditors worked
to determ ne whether an entity had followed authoritative
gui dance and whether itenms on the financial sheet were
materially accurate. He referred back to his exanple where
a $5 mllion purchase was nmade by the federal governnent;
the $5 mllion would be recorded and a wite down would
occur. Secondly, the financial statenents would recognize
depreciation or anortization - the value of the asset was
recorded year-over-year (it was basically wearing out over
tinme).

2:57:16 PM

Representati ve Kawasaki referred to the Anbler mning road
project, which had started out as an $8 mllion Depart nent
of Transportation and Public Facilities project and had
shifted to AIDEA for surveys. He asked if the specific
project would have a bookable value. He about the ability
for a private entity to build a road.

M. Lanb replied in the affirmative. He furthered that
Al DEA had conversations about whether there was still value
in the specific project. He elaborated that the |egislature
had appropriated noney for the project, the governor's
office had approved it, and AIDEA was noving forward with
the assunption that if a viable route was found, all of the
associated permts and work to get from "point A to point
B" had value. He explained that the project was considered
an asset because they were paying for things that would be
necessary to build the r oad; conduct permtting,
engi neering, and environnental inpact statenments (EIS); and
other. The reason the cost had been incurred was to end up
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with an asset; therefore, it becane a part of the basis of
the asset until it had been determ ned there was no asset.

Representative Gattis asked if there was a point in tinme
the cost of the EIS, record of decisions, or other could be
backed out because they had expired as the asset
depreci ated over tine.

M. Lanb replied in the affirmative. He referred to the
Anbl er project. He stated that at one point the governor
had put Susitna and Anbler projects on halt, partially due
to a shelf-life to EIS studies (at sone point there was no
value). Part of AIDEA and AEA's communications to the
governor's office was about the shelf-life and need to
finish sone of the work in order to avoid losing all of the
val ue. The question becane that he and AIDEA's controller
who were responsi bl e for si gni ng t he letter of
representation related to the asset values, ensured the
values were fairly represented. Much of the process was not
black and white; there was significant subjectivity about
what soneone thought or did not think would happen. At the
current point the legislature had not stopped the Anbler or
Susitna projects; therefore, there was still value. He
noted that at sone point there may not be value. At sone
point itenms with a shelf-life had to be witten down at
some point when they no longer had value, otherw se the
value of the assets were misstated and financials were
fal sified.

3:02: 04 PM

Representative Kawasaki referred to M. Lanb's exanple of
the 1040 IRS form which essentially included future
unrealized | osses (not gains). He remarked that there could
be unrealized gains or |osses. He surmsed AN DEA did not
anticipate future dividends to be any larger or smaller due
to the legislation. He believed the |egislation would nean
the dividend would be flatter over tine.

M. Lanb responded that over the 25-year |ife of the
di vidend the average was just under 50 percent. He detailed
that if the dividend was based on 50 percent of the net
income pre-GASB 31 (green line in presentation charts) it
swng from year-to-year, but the changes were not as
significant as those post-GASB 31 (there was currently no
exclusion in statute). He agreed that the dividend would
flatten out a bit. He explained AIDEA's goal was to share
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its earnings, create jobs, and to provide stability and
predictability at the same tinme. He stated the sane
di vidend anmount did not necessarily occur over a period of
time if the items were excluded [from net incone]. There
was still the issue about when the check could be witten

He referred to his earlier analogy about cash-based
taxpayers - they received the noney and if they were not
able to wite a check they had to explain why. He shared
that when he had worked for the Fairbanks North Star
Borough, their investnents had always been in governnent,
safety, liquidity, and yield. Generally npbst investnents
(AIDEA had an investnent resolution for internally and
externally managed funds) were in safe assets. He stated
"then you really look to liquidity of when you go out and
buy." For example, if he had $10 million and needed it back
in 60 days, he would specify that for all the things he was
authorized to buy, he wanted the $10 nillion back. He
believed at the borough the anmount would ebb and flow over
time, but the net nunber would turn out to be the same in
the end. The difference for AIDEA (and probably AHFC or
other) was it had two outside entities that externally
managed i nvestnents, which included buying and selling (the
average life was around five years). He could not say the
net nunber would turn out to be the sanme because the
managers were buying and selling, and the timng for what
was going on in the market changed things.

3: 05: 55 PM

Representati ve Edgnon summarized his understanding of M.
Lanb's testinony by referring to slide 23, point 3. He read
from the slide: "Language changes better connect the
paynent to the actual realized results of operations.” He
asked for verification AIDEA would essentially be paying
its dividend off of its audited financial statenents if al

of the GASB requirenents [listed in the bill] were taken
out. He asked for confirmation that the issue was that

si npl e.

M. Lanb responded that [currently] AIDEA paid off the
audited results adjusted for the itens.

Representative Edgnon clarified he was referring to what
woul d occur if the bill becane | aw

M. Lanb answered in the affirmative. He referred back to
the analogy related to individual tax returns. He expl ai ned
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that if individuals had to specify how nuch their wealth
increased and included their gain or |oss over a year -
"you take all t hat stuff out." He believed what
Represent ati ve Edgnon was sayi ng was correct.

Co- Chair Thonpson clarified that the unrealized gains and
| osses were taken out. M. Lanb answered in the affirmative
and that it was the nmark-to-market.

Representative Edgnon surmsed that essentially the bil
woul d put AIDEA on equal footing as a public/private entity
with a private sector corporation. He reasoned that private
sector corporations paid their dividends from audited
financi al statenents.

M. Lanb agreed that private sector corporations paid their
di vidends from audited financial statenents. However, the
Fi nanci al Account i ng St andar ds Board ( FASB) , whi ch
pertained to the private sector, had mark-to-nmarket too.
There was a reason GASB had the adjustnents, but the
guestion for a legislative body was to consider whether it
really wanted the itenms to be a part of the dividend
cal cul ation. The noney given for a project was part of the
audited financial statenent. The other |arge nunber on the
bal ance sheet was for the dividends paid to the state. He
believed the current year operations should not be reduced
by the fact AIDEA was paying a dividend that showed up as
an expense on Al DEA' s books. He concl uded t hat
Represent ati ve Edgnon was essentially correct.

3:09: 00 PM

Representative Edgnon thought the bill made good sense and
wanted to see it nove forward

Vice-Chair Saddl er asked how much discretion there was in
determ ning the dividend amount Al DEA paid to the state.

M. Lanb answered that per statute AIDEA was required to
pay a dividend, which was no less than 25 percent and no
nore than 50 percent of the statutorily defined net incone.
Hi storically, over the 25 years the dividend had been
provi ded, the nunber was an average of 47 or 48 percent. He
was proud of AIDEA' s work. The current conversation was
only related to the dividend. He spoke to the significant
nunber of jobs created and all of the financing offered by
t he agency.
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3:10: 32 PM

Vice-Chair Saddler surmsed there was sone discretion, but
sonmeone had exercised the discretion to be nuch closer to
50 percent than 25 percent. He asked about the board's
criteria used to determ ne the dividend anpunt.

M. Lanb referred to an extract from a Decenber 19th board
resol ution, which specified AIDEA's m ssion was established
by statute. He read fromthe docunent:

The authority was created by the legislature as a
public corporation to advance the econom c prosperity
of Alaskans by diversifying the Al aska econony,
pronoting the creation and retention of Al aska jobs.
The dividend did not change the authority's m ssion

in fact, in establishing the dividend requirenment, the
| egislature stated it's intend that the financial
integrity of the authority remain secure so the
authority can continue to fulfill its vital economc
devel opnent m ssion for the state. Thus, t he
| egi slature made clear that although a dividend nust
be made avail able, the dividend nust not be determ ned
in a manner that does not inpede the authority's
ability to fulfill its mssion; and wth this
background in mnd, the staff believes the board nust
counterbal ance two conpeting interests: provide an
adequate financial return to the state in the form of
a cash dividend as contenplated by the state versus
ensure the authority retains the financial capability
to achieve its econom c developnment mssion for the
st ate.

M. Lanb |ooked at AIDEA simlarly to the federa
governnent. He detailed the federal governnent had the
enpl oynment count er bal ance agai nst i nflation. He
acknow edged that sonetinmes the two things were in
conpetition. He furthered that AIDEA's mssion for
enpl oyment and economic activity bal anced agai nst providi ng
financing for developnent projects. The entity was also
expected to be self-sustaining and to pay a dividend. He

expl ained those itens were given consideration - "can we
pay as large of a dividend as possible w thout jeopardizing
our ability to do our mssion and have the cash.” H's

recommendation to the board was based upon future cash
proj ections.
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Co- Chair Thonpson asked for final comrents.

M. Lanb was in favor of the bill and appreciated the
commttee's support.

HB 268 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson reviewed the agenda for the follow ng
day.

#
ADJ QURNVENT

3:14: 27 PM

The neeting was adjourned at 3:14 p.m
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