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SUMVARY
HB 365 | NCOVE TAX; PERVANENT FUND TAX CREDI T

HB 365 was HEARD and HELD
further consideration.

in conmmittee for

CSSB 74(FIN) am
MEDI CAl D REFORM TELEMEDI CI NE; DRUG DATABAS

CSSB 74(FIN) am was HEARD and HELD in committee
for further consideration.
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Co- Ch

#sb74

air Thonpson reviewed the agenda for the evening.

CS FOR SENATE BILL NO. 74(FIN) am

"An  Act relating to diagnosis, treat ment, and
prescription of drugs wthout a physical exam nation
by a physician; relating to the delivery of services
by a licensed professional counselor, nmarriage and
famly t her api st psychol ogi st, psychol ogi ca

associ ate, and social worker by audio, video, or data
comuni cations; relating to the duties of the State
Medical Board; relating to limtations of actions;

establishing the Al aska Medical Assistance False Caim
and Reporting Act; relating to nedical assistance
prograns adm ni stered by the Departnent of Health and
Social Services; relating to the controlled substance
prescription database; relating to the duties of the
Board of Pharmacy; relating to the duties of the
Depar t ment of Commer ce, Comuni ty, and Econom c
Devel opnent ; relating to accounting for program
receipts; relating to public record status of records
related to the Al aska Medical Assistance False Caim
and Reporting Act; establishing a telenedicine
business registry; relating to conpetitive bidding for
medi cal assistance products and services; relating to
verification of eligibility for public assistance
prograns adninistered by the Departnent of Health and
Social Services; relating to annual audits of state
medi cal assistance providers; relating to reporting
over paynent s of medi cal assi st ance paynments;

establishing authority to assess civil penalties for
viol ations of nedical assistance program requirenents;

relating to seizure and forfeiture of property for
medi cal assistance fraud; relating to the duties of
the Depart nent of Health and Soci al Servi ces;

est abl i shing medi cal assi st ance denonstration
projects; relating to Alaska Pioneers' Hones and
Al aska Veterans' Homes; relating to the duties of the
Departnment of Administration; relating to the Al aska
Mental Health Trust Authority; relating to feasibility
studies for the provision of specified state services;
anending Rules 4, 5, 7, 12, 24, 26, 27, 41, 77, 79,
82, and 89, Alaska Rules of GCvil Procedure, and Rule
37, Alaska Rules of Crimnal Procedure; and providing
for an effective date."
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6:42: 50 PM

Vice-Chair Saddler MOVED to ADOPT the proposed commttee
substitute for CSSB 74, Wrk Draft (29-LS0692\T). There
bei ng NO OBJECTIQN, it was so ordered.

JANE Pl ERSQON, STAFF, REPRESENTATI VE  STEVE  THOVPSOQN,
reviewed the changes to the conmttee substitute from a
prepared statenent:

Title Changes: (Pages 1-2, Lines 1-20) Changes to
conformwi th the changes in the bill

Sec. 1: (Pages 2-3, Lines 19-8) Adds Telehealth for
regi stered audi ol ogi st assistants AS 08.11. 080

Sec. 2: (Page 3, Lines 13 - 28) Adds Telehealth for
Iicensed speech-language pathologist assistants. AS
08. 11. 083

Sec. 3: (Pages 3-4, Lines 25-9) Adds Telehealth for
| i censed speech-| anguage pat hol ogi st. AS 08. 11. 085

Sec. 5: (Page 5, Line 19-21) Requires a |licensed
dentist with a federal DEA registration nunber to
register with the PDVP. AS 08. 36.070(a).

Sec. 7: (Pages 6, Lines 27-29) Requires that a
physician with a federal DEA nunber register wth the
control |l ed substance database. AS 08.64. 101

Sec. 10: (Page 9, Lines 6-8) Requires that an Advanced
Nurse Practitioner with a federal DEA nunber register
W th t he controlled subst ance dat abase. AS
08. 68. 100( a)

Sec. 11: (Page 9, Lines 14-16) Requires that an
Optonetrist with a federal DEA nunber register wth
the controll ed substance database. As 08.72.060(c)

Sec. 12: (Page 10, Line 19-21) Requires a |icensed

pharmaci st with a federal DEA nunber register with the
control |l ed substance database. AS 08. 80.030(b)
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Sec. 13: (Page 10-11, Lines 22-5) Adds Telehealth
protections for |icensed physical t herapists and
occupational therapists. AS 08.84.120.

Sec. 18: (Page 13, Line 15) Conform ng |anguage re:
removal of seizure and forfeiture of property.

(Page 13, Lines 20-24) Allows for full reasonable
attorney fees and costs in a fraudulent claim

(Page 13, Lines 28-29) Alow for Rule 82
attorney fees for cases that do not involve fraud.

(Page 14, Line 7) Limts liability to the section
rat her than chapter

(Page 14, Lines 11-12) Adds protection to the
principal in a fraud case if their agent acted wth
intent to deceive the principal.

(Pages 17-18, Lines 30-3) Allow for full
reasonable attorney fees and costs in a fraudul ent
claim Allows for Rule 82 attorney fees for cases that
do not involve fraud.

(Page 19, Li nes 16, 22, 24) Conf or mi ng
amendnent s.

Sec. 21: (Page 22, Lines 1-4) Renoves references to
the Departnment of Comrerce, Comunity, and Econonic
Devel opnent. AS 17. 30.200(a)

Sec. 22: (Page 22-23, Lines 31-2) Adds that if a
person picking up a prescription is not the person to
whom the drug was prescribed, the pharmacist shal
collect their nane and date of birth. AS 17.30.200(b)

Sec 23: (Page 23, Lines 17-21) Adds that an agent of a
practitioner who has access to the PDW nust be
licensed or registered or |icensed under AS 08.

(Page 23, Lines 23-27) Adds that an agent of a
pharmaci st that has access to the PDW nust be
licensed or registered or |licensed under AS 08.

(Page 23, Line 30) renobves the word subpoena, so
that a search warrant or court order nust be obtained
for | aw enforcenent to access the PDW

(Page 24, Lines 26-27) Allows a practitioner
enpl oyed by the United States Indian Health Services
to access the database. AS 17.30.200(d)

House Fi nance Conmmittee 4 04/ 07/ 16 6:41 P. M



Sec. 26: (Page 25, Lines 21 and 24) Renoves
pharmaci sts from having to check the PDW before
di spensi ng.

(Page 25, Li nes 21-25) St at es t hat t he
practitioner only, not a pharmacist has to review the
dat abase before prescribing or dispensing schedule II
or Il controlled substance, renoving schedule IV.

(Page 26, Lines 4-7) adds to exceptions for
reviewi ng the database before dispensing:

1. 48 hours imrediately before, during, or
after surgery or a nedical procedure.

2. In a hospice or nursing home that has an in-
house phar macy

3 A non-refill able prescription of a

controiled substance in a quantity intended to |ast
not nore than three days. AS 17.30.200(h)

Sec. 27: (Pages 26-27, Lines 8-3) Sets forth that the
Departnent  of Commer ce, Communi ty, and Econom c
Devel opnent shal | :

1. Assist the pharmacist board and provide
necessary staff and equi pnent to inplenent the PDVP

* Establish fees for registration wth the
dat abase with a pharmacist or practitioner
for operational <costs equally anong all
required to register.

e Consult with the board to establish fees. AS
17. 30. 200

Sec. 28: (Page 27, Line 5) deletes nobnetary recoveries
under the Al aska Medical Assistance False daim and
Reporting Act.

(Page 27, Lines 4-18) States the Comm ssioner of
DOC shall apply for nedical assistance for prisoners
during a period of hospitalization outside of a
correctional facility. Allows DOC to obtain necessary
information to determne whether a prisoner is
eligible for medi cal assistance and that t he
information obtained may only be used to apply for
assi stance. AS 33. 30.028

Sec. 32: (Page 28, Lines 16-17) adds security
provi si ons to t he conmput eri zed eligibility
verification system AS 47.05.105

Sec. 36: (Page 31) dAd Section AS 47.05.260 was
del eted having to do with seizures and forfeitures.
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(Page 15, Lines 23-27) Adds subsection (15) to
the reporting requirenments the amount of state funds
saved as the result of policy authorizing 100 percent
federal funding provide for Anerica Indian and Al aska
Nati ve i ndi vi dual s eligible for Medi cai d, and
estimated savings if the departnent had fully
i npl enented the changes in policy. AS 47.05. 250

Sec. 38: (Page 37, Lines 2-4) requests that the
Departnment give continuing cooperation to the grant
funded community nmental health clinics and drug and
al cohol treatment centers that have  historically
provi ded care to recipients. AS 47.07.036

Sec. 39: (Page 39, Lines 5-6) Anends the coordinated
care project to include (9) innovative paynent
process, i ncl udi ng bundl ed paynent s or gl obal
paynments. AS 47.07.038

(Pages 40-41) Anmends the Project Review Committee
menber shi p.

(Page 41, Line 30) Anends third-party actuary
review of denonstration projects from one year to two
years.

Sec. 40: Reports (Pages 41 -42, Lines 27-9) 30) Adds
an additional report to require the Departnent to
prepare, sem -annually a report to the legislature on
t he Medi caid Managenent | nformation System

Sec. 43: (Page 42, Lines 24-30) Amends 47.25.140 which
prohibits the ability to receive public assistance
benefits while in institutions, |ike nursing hones or
correctional facilities.

Sec. 46: (Page 43, Line 11) Repeal s section
47.07.076(c),

Sec. 47: (Pages 44-45, 30-6) Conforming |anguage
regardi ng attorney fee changes.

Sec. 50: Feasibility studies renobves section to study
privatization of the Alaska Pioneer Hones and sel ect
facilities of the division of juvenile justice.

Sec. 51: (Pages 48-49, Lines 28-13) Requires a report
from nedical professionals regarding recomended
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guidelines for prescribing schedule 11 ~controlled
subst ances.

Co- Chair Thonpson conmmuni cated that the committee would be
given time to digest the changes, as there were nmany. He
set the bill aside.

CSSB 74(FIN am was HEARD and HELD in conmttee for further
consi derati on.

#hb365
HOUSE BI LL NO. 365

"An Act relating to the permanent fund dividend
di sbursenent; relating to the taxation of incone of
individuals; relating to tax credit against the
individual inconme tax in the anmpbunt of a pernanent
fund disbursenent; repealing tax «credits applied
against the tax on individuals under the Al aska Net
| ncome Tax Act; and providing for an effective date."

6: 53: 54 PM

Co-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 365 (FIN), Wrk Draft (29-LS1422\P).
There being NO OBJECTION, it was so ordered.

REPRESENTATI VE PAUL SEATON, SPONSOR, i ntroduced t he
Power Poi nt Presentation: "HB365 Individual I|ncone Tax and
Per manent Fund Refundabl e Tax Paynment." He began by reading
a quote by Gunnar Knapp on slide 2:

"Not paying for what we spend this year neans that our
children will pay for what we spend this year."

Representative Seaton turned to slide 3: "The Plan." He
explained that the plan had 3 parts: Sensible spending
cuts, new revenue, and the Permanent Fund D vi dend (PFD)

Representative Seaton scrolled to slide 4: "The Plan:
Sensible Spending Cuts.”™ He reported that spending cuts
were controlled by the legislature. There were a nunber of
bills before the |egislature.

Representati ve Seaton advanced to slide 5: "The Plan: PFD."

He expl ained that nost of the other plans that had been put
forward dealt with restructuring the PF. The noney used for
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state spending would be derived solely from draining noney
fromthe fund or decreasing or elimnating the PFD

Representative Seaton turned to slide 6: "The plan: PFD and
New Revenue." He elaborated that his plan contained in HB
365 conbined new revenues and the PFD. If the PFD was
reduced it would have the nost inpact on large famlies
with several kids and low inconme famlies. H's plan was
bal anced with new revenues from an incone tax. An incone
tax would inpact higher inconme famlies nore. No particul ar
segnent of the population would be paying nore on a
per cent age basi s than anot her.

Representative Seaton reviewed slide 7: "Incone Tax." He
detailed the incone tax portion of his plan. It would be at
15 percent of the federal tax liability which would raise
about $500 mllion. He reported that in 1961 through 1975
when Alaska had a very simlar income tax it was 16
percent. His inconme tax plan also included a 10 percent
long-term capital gains which would raise about $85
mllion. Many states had a simlar capital gains tax. For
exanple California had a 13.3 percent capital gains tax. He
provi ded additional exanples of <capital gains in other
states. The tax also raised about $70 million from non-
residents who nmade up a little nore than 20 percent of the
wor kf or ce

6: 58: 21 PM

Representative Seaton discussed slide 8: "Changes with the
PFD." He spoke to the benefits of the plan. It left
everyone doing the job that they knew how to do. Currently
the state had a PFD Division and the PF Corporation. The
Per manent Fund Corporation managed a pot of noney and the
division handled PFDs. In the plan he was presenting they
stayed exactly the sane.

Representative Seaton read from slide 8:

e Distributable Incone: currently 50 percent of the
i ncone available for distribution goes to PFDs and 50
percent stays in the Earnings Reserve. HB365: 25
percent goes to PFDs, 25 percent goes to the genera
fund, and 50 percent still stays in the Earnings
Reserve
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e A PFD will not exceed $1,200. If the anpunt cal cul at ed
for the PFD is over $1,200, the amount in excess of
$1, 200 shall be appropriated to the general fund.

e Residents may apply their PFD to their upcomng state
income tax due as a Refundable Tax Paynent. Any anount
left over after paying taxes will be refunded by the
Tax Divi sion.

e 2.3 percent Permanent Fund POW directed to the
General Fund and del ete inflation proofing.

Representative Seaton referred to the bubble chart on slide
9: "Current Permanent Fund System"” He noted that on the
top it showed that oil and gas and mineral royalties were
the real supplies of noney. Currently, 25 percent to 30
percent were going into the PF royalties. The other 70
percent to 75 percent went into the general fund (GF). In
the past it had been as high as 50 percent by statute. He
poi nted out that the PF and all of the noney it nade fl owed
into the earnings reserve. From the earnings reserve a
coupl e of things happened. First, to the left, there was an
automatic inflation proofing. To the right of the scale the
| egislature had 2 options: It could, by sinple majority
vote, appropriate earnings and put theminto the G- or into
the principle of the PF. He indicated that 21 percent of
the 5 year average of the earnings reserve itself went to
the distributable income account. He noted that 50 percent
of the distributable income went to calculate the PFD and
the PFD was distributed with the option to donate to Pick-
Cick-Gve and col |l ege funds.

7: 02: 08 PM

Representative Seaton pointed to slide 10: "HB365—+ncone
Tax & Permanent Fund Refundable Tax Paynment Changes to
current." He drew attention to the center of the chart
where it showed an inconme tax of $655 mllion which, wth
the passage of HB 365, would go directly into the genera

fund. Next he pointed to the distributable inconme, 25
percent of which would be wused to calculate the PFD.

Anot her 25 percent would be deposited into the G-. If the
cal culation of the PFD was over $1200, the excess anount
would go into the GF essentially capping the PFD. Like the
current system donations could be given to Pick-Cick-Gve
and college funds. House Bill 365 also provided another
option which would allow individuals to apply their PFD

House Fi nance Conmmittee 9 04/ 07/ 16 6:41 P. M



agai nst their state inconme tax. The remai nder would be sent
out. The new option was totally up to the individual. The
advantage to his legislation was that the PFD did not have
to be restructured. The thing that changed was the
percentage that came out of the distributable earnings. He
reported that the percentage of market value (POW) would
be an entirely separate calculation nmade on the basis of
the entire fund and the earnings reserve conbined
(averaging about $1.1 billion). There was no direct inpact
on the calculation of the PFD. He relayed that in his plan
the POW was not created to calculate a dividend, but
rather to figure out how nmuch of a draw was possible for G-
spendi ng wi t hout damagi ng the earnings reserve or the PFD

Representative Seaton reviewed the figures on slide 11
"HB365: Total Estinmated Revenue to General Fund":

e Incone Tax Revenue $655, 000, 000
e 25 Percent PF Distributable |Incone $686, 542, 500
e 2.3 Percent POW Draw and Del ete $1, 100, 000, 000

I nflation Proofing

« Total Revenue to CGeneral Fund $2, 441, 542, 500

Representative Seaton noted that $2.44 million was not the
state's total debt. The legislature was doing other work
towards controlling the budget.

Representative Seaton discussed the nodels on slide 12:
"Al aska Futures — CS HB 365 ver. P." He first |ooked at the
status quo. Currently, the Constitutional Budget Reserve
(CBR) would be exhausted in 2018. He relayed that the PF
earnings reserve, represented by the red line on the chart
in the lower left-hand corner, would be exhausted by 2021.
In the upper right-hand corner the PF value would continue
to grow a little before declining. In the |ower right-hand
corner it showed that there would be three large years of
PFDs over $2000 [represented by the red bars]. The
foll owi ng year the dividend cal cul ati on woul d be over $2000
but there would be no nobney to pay for it because nobney
woul d have been lost in the CBR and the earnings reserve
woul d have declined. Under the status quo there would 3
years of large dividends and then no dividends. Under the
plan proposed in HB 365 the blue bars reflected the PFD.
Next he pointed to the upper left-hand chart reflecting the
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funds in the CBR In the proposed plan, wthout any budget
cuts, the Constitutional Budget Reserve would extend out to
about 2024, represented by the blue line. The plan would
keep the earnings reserve growing a little and the
Per manent Fund (PF) would grow by about $5 billion over the
followng 5 years (2 percent per year).

7:07: 23 PM

Representati ve Seaton discussed slide 13: "Alaska Futures -
CS HB 365 ver. P — wth additional Budget Reductions &

Revenues." He explained that the slide showed what the
fiscal circunstances mght look |I|ike if there were
additional cuts to the budget. The slide assuned $450
mllion in reductions, a notor fuel tax increase of about

$49 mllion, a fish tax increase of about $18 million, a
tax credit reduction for Cook Inlet of about $300 mllion

and a credit reduction of about $100 mllion for the North
Slope. He reported that the -earnings reserve stayed
heal thy, the PF stayed healthy, and the CBR would extend to
2034. He thought his proposal, wth a conbination of
sol utions, gave fairness and bal ance to the citizens of the
state. He suggested that the purpose of putting the plan
together was to have one package that solved the state's
fiscal woes in a fair and bal anced way. He was open to any
guestions and referred to a hand-out in nmenber packets. He
reviewed the list of available testifiers.

Representative CQuttenberg asked if part of the plan was to
turn the PF into a POW. Representative Seaton stated there
was a POW elenent at 2.3 percent which he believed would
not be danmaging to the fund.

Representative Quttenberg asked for Representative Seaton
to repeat hinself. Representative Seaton indicated it would
not di m ni sh the fund.

Representative GQuttenberg commented that the state had
dealt with POW's in the past. He understood that the 2.5
percent paddi ng was nore noderate than the other proposals
the conmittee had considered. He asked about t he
consequences of |ow earnings and getting | ocked out of the
pri nci pl e.

Representative Seaton replied that earnings over tine,

based on a 5 year average, would not approach the rate.
There was nothing that could be done in statute that could
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affect the principle. The cal culation would always be nmade
by the Permanent Fund Corporation because legally the
| egi slature could not tap into the principle of the fund
He thought the plan helped to bring in new revenue to
offset the deficit rather than closing the gap using the
earnings of the PF. He commented that he was al so counting
on the legislature to nmake further cuts to the budget. He
furthered that his plan extended the CBR out to 2024 even
W t hout budget cuts. The legislature was aware that the
fiscal problem needed to be addressed in 3 areas: sensible
spendi ng cuts, the PFD, and new revenues.

7:12:21 PM

Representative Quttenberg suggested that the PFD portion of
the plan had a cap without a floor. Representative Seaton
indicated that Representative QQuttenberg was correct. The
reason there was no floor was because if the return was |ow
for a series of years, noney would not be generated. He did
not want to put the state in the position of taking
addi ti onal noney above the fornula to nmake payouts. The

Per manent Fund was essentially green oil; oil turned into
noney. The state was using the investnent stream as a
source of the noney rather than the pool. However, if the

investment stream was not Kkeeping up there would be
significant problens that woul d have to be addressed agai n.

Representative Edgnon asked Representative Seaton to
discuss the difference between his plan and the others
including the governor's plan [Legislation offered in 2016
- HB 245: Short Title: Perm Fund: Deposits; D vidend,
Earnings] and the plan offered by Representative Hawker
[ Legislation offered in 2016 - HB 224: Short Title: Perm
Fund: Incone; Distribution; PFD] in terns of the inpact for
t hose earning a higher income versus a | ower incone.

Representative Seaton responded that the other plans used
vol atile royalties, values based on price, to pay or be a
contributor to the dividend itself. He indicated that the
problem with attaching the dividend to royalties was that
when prices were |low the dividend would be Ilow He
suggested that it was better to have it out of cycle so
that a dividend was paid out based on investnent earnings
over time. He specified that when prices were |ow the
econony would be aided by having a healthy dividend. In
cycling the 2 together when prices were |low the dividend
would be low and problenms in the econony would be

House Fi nance Committee 12 04/ 07/ 16 6:41 P. M



accelerated. In terns of the PF, the difference between his
plan and the others was that the other plans totally
restructured the nmake-up of the fund and were nore
conplicated. His plan left everyone continuing to do their
same job. The Permanent Fund Corporation would continue to
manage the fund, the Permanent Fund D vision would continue
to generate and process PFD applications, and distributing
the PFD. The only difference was that the division would be
distributing 25 percent instead of 50 percent of the
di stributable earnings. Hs plan attenpted to keep
everything clean and easy. He did not have the graph on how
the legislation influenced each section of the econony.
However, he had seen graphs that showed that a PFD
reduction hit low incone famlies and large famlies nuch
harder affecting a larger percentage of their incone.
Hence, that was why the plan was balanced with an incone
tax which hit the weal thier popul ati on harder.

Representative Edgnon asked about the refundable tax
provision on slide 10. He drew attention to the box at the
bottom of the page |abeled "Refundable Tax Paynent applied
to state inconme tax." He thought the refundable tax
provision lent itself to being less regressive for those
that nade | ess noney and depended nore on their annual PFD
He commented that it was a distinguishing feature between
Representative Seaton's plan and all of the other plans in
circulation at present. He wanted to hear nore about the
progressivity feature of the plan. He opined that the
feature was a highly attractive part of the overall plan.

Co- Chai r Thonmpson thanked Representative Seaton for
presenting his bill. He indicated he would be setting the
bill aside.

HB 365 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson reviewed the agenda for the follow ng day
and stated that the commttee would neet at 10: 00 AM

#
ADJ QURNVENT

7:18:55 PM

The neeting was adjourned at 7:19 p.m
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