SENATE FI NANCE COWM TTEE
April 11, 2016
9:22 a.m

9:22:14 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:22 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Jane Conway, Staff, Senator Cathy G essel; Senator Bill
Stoltz, Sponsor ; Al exei Pai nt er, Fi scal Anal yst
Legi sl ati ve Fi nance.

PRESENT VI A TELECONFERENCE

Ben Ellis, Drector, Al aska State Parks; Drk Wite,
Phar maci st Sitka; Jessica  GCeary, Fi nance Manager ,
Legi sl ative Affairs.

SUMVARY

SB 101 STATE PARKS FEES & SALES OF MERCHANDI SE
CSSB 101(FIN) was REPORTED out of commttee with
a "do pass" reconmendation and with one new zero
fiscal note from the Departnment of Natural
Resour ces.

SB 196 PONER COST EQ FUND: RESERVE ACCT; DI VI DEND



SB 196 was REPORTED out of commttee with a "do
pass" recomendation and wth one new fiscal
i mpact note by the Senate Finance Comrittee and
one new zero fiscal note from the Departnent of
Commerce, Community and Econom c Devel opnent.

SB 200 MANDATORY PHYSI CAL ACTIVITY I N SCHOOLS
SB 200 was SCHEDULED but not HEARD.

SB 201 PHARVA BD & EMPLOYEES; DRUG DI ST/ MANUFAC
SB 201 was REPORTED out of conmmttee with "no
recommendati on” and with one previously published
fiscal note: FN1 (CED).

SB 210 COW REV. SHARI NG PROP. TAX EXEMPTI ONS

SB 210 was HEARD and HELD in commttee for
further consideration.

SIR 12 CONST. AM  ELECTED ATTORNEY GENERAL
SJR 12 was REPORTED out of conmttee with "no
recommendation” and with two previously published
fiscal notes: FN1 (LEG, and FN2 (GOV).

Co- Chair MacKi nnon di scussed t he schedul e.

#sb101
SENATE BI LL NO 101

"An Act relating to fees for use of state park system
facilities; and relating to the sale of nerchandi se by
t he Departnent of Natural Resources.”

9:23:21 AM

Co- Chai r MacKi nnon recalled that the commttee had
previously adopted the conmttee substitute (CS) for SB
101(FIN) (version E), which had included an anendnent. She
noted that the public hearing had been opened and cl osed on
March 17, 2016.
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Vice-Chair Mcciche discussed the fiscal not e, (ovB
conponent 3001), from the Department of Natural Resources.
The appropriation was for Parks and Qutdoor Recreation with
an allocation for Parks Managenent and Access. He conveyed
that it was a zero fiscal note with no capital and no added
enpl oyees.

BEN ELLIS, DI RECTOR, ALASKA STATE PARKS (via
tel econference), addressed the fiscal note and shared that
state parks was not |ooking for an appropriation to start a
program He thought there were many steps needed before the
department was able to sell nerchandise as proposed in the
bill. He furthered that the departnment had not put any
funds towards getting a trademark, but had done sone
prelimnary work on a business plan. He thought the program
woul d nove forward by reallocating funds that would have
been put toward park operations. He thought it was a nodest
way to grow the concept.

Co- Chair MacKi nnon pointed out that the bill was taking a
different direction from the previous comrttee. The CS
would allow nore flexibility for the departnent to sel
products to benefit the parks, which she thought sone nm ght
view as conpetition with private conpani es.

Vice-Chair Mcciche MOVED to report CSSB 101(FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

CSSB 101(FIN) was REPORTED out of commttee with a "do
pass" recomrendation and with one new zero fiscal note from
t he Departnent of Natural Resources.

9:26: 47 AM
AT EASE

9:28: 58 AM
RECONVENED

#sb201
SENATE BI LL NO. 201

"An Act relating to the Board of Pharmacy; relating to
the licensing and inspection of certain facilities
| ocated outside the state; relating to drug supply
chain security; and creating a position of executive
adm ni strator for the Board of Pharnmacy."
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9:29: 03 AM

Co-Chair MacKinnon referred to a docunent from Senator
Cathy G essel dated April 9, 2016, in response to questions
fromthe commttee (copy on file).

JANE CONWAY, STAFF, SENATOR CATHY G ESSEL, addressed the
docunent that answered the questions that had cone up at
the previous hearing of the bill:

1. Wuld SB 201 apply to regulation of internationa
whol esal ers? (sub question..... do our AK licensees do
business wth wholesalers in Mxico or Canada or
simlar?) But even so, we can’t regulate a business in
anot her country could we?

Al askan pharmaci es do not do business with whol esal ers
in Mexico or Canada since they presumably don't sel
US FDA approved drugs and as such the FDA does not
all ow i nport of said drugs.

Ms. Conway specified that drugs nmust be licensed in the
United States and be approved by the United States Federa
Drug Adm nistration (FDA).

Co- Chair MacKinnon restated that her question had been if
an international or foreign country could market directly
to Al askans, and sonehow bypass the FDA.

Co-Chair MacKinnon referred to the first question, and
asked for professional feedback on the matter.

DI RK VWH TE, PHARMACI ST, SITKA (via teleconference), relayed
that he recently finished his term as president of the
Board of Pharmacy. He stated there had been ongoing
conversation regarding inportation of drugs from foreign
countries. He recounted that in the dinton era, the
inportation of pharmaceuticals was going to be allowed but
was |later quashed by the U'S. Justice Departnent. He
di scussed the Drug Quality Security Act (DA, and
informed that there was a practice called "track and
trace,” under which pharmacists were ensured as to the
provenance and pedigree of the itenms that had been ordered.
He noted that he received an electronic file every tinme he
placed an order from a wholesaler, which would show the
pedigree of each item that was ordered. He discussed
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prevention efforts by the Board of Pharnmacy to ensure that
whol esal ers were followi ng DQSA regul ations. He pointed out
that the board had no jurisdiction over international
pharmaci es or wholesalers, and added that there were
| oophol es.

9:34: 01 AM

Co- Chair MacKinnon was unclear as to M. Wite' s response
on the matter of directly accepting drugs from whol esal ers.
She wondered if the bill should endeavor to prevent the
ability to purchase drugs from a whol esal er that marketed
internationally. She wondered if the conmttee should anmend
the bill to ban the ability to purchase internationally.

M. Wiite clarified that the prohibition she described was
essentially what pharmacists had been operating under.
According to regulations, he should not be able to purchase
from an international pharmacy or wholesaler, but he was
sure there was a way around the rule, which is why he had
mentioned a |oophole. He referred to copious anounts of
packages that were being sent from out of state, and
t hought the FDA was unable to inspect themall. He asserted
that he would always order from a nmjor national
whol esal er. There were also small regional businesses which
were licensed and certified and inspected, and were able to
ship into other states. He did not see that the
i nternational concern was a priority.

Ms. Conway spoke to the regulation of internet sales on the
first page of the docunent:

2. Are internet sales regulated? Sub question - would
AK |icensees purchase off the internet? Are they even
allowed to do that?

Al askan Pharmaci es nmay purchase off the internet from
Whol esal ers licensed in the United States and purchase
FDA approved drugs. Al askan pharmacies may not
purchase and then dispense drugs from whol esalers
(presumably out of the country) that are NOT FDA
approved.

Ms. Conway stated that individuals could purchase
medi cations over the internet. She noted that there had
been discussion about an internet corporation formng to
address the dot-com pharmacy industry; so that a person
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could look up an internet pharmacy to see if it was
certified as handling FDA-approved drugs.

Co- Chair MacKi nnon related that the coomittee had addressed
the fiscal note on April 9, 2016. She noted that public
testi nony had opened and cl osed on the sane date.

Vice-Chair Mcciche MOVED to report SB 201 out of Conmmittee
with individual recomendations and the acconpanying fiscal
not e.

SB 201 was REPORTED  out of conmttee wth "no
recommendation” and with one previously published fiscal
note: FN1 (CED).

9: 38: 36 AM
AT EASE

9:42: 06 AM
RECONVENED

#sjri2
SENATE JO NT RESOLUTI ON NO. 12

Proposi ng amendnments to the Constitution of the State
of Alaska relating to the office of attorney general.

9:42:10 AM

Vi ce-Chair M cciche discussed FN 1, (OvB conponent 0) which
had no departnment appropriation or allocation and was a
zero fiscal note.

Vice-Chair Mcciche discussed FN 2 (OVB conmponent 21), for
the Ofice of the Governor, with an appropriation for the
Division of Elections. He specified that FN 2 was a zero
fiscal note from FY 17 through FY 22. The note assuned the
el ection would be an addition to the regular election on
t he governor's cycle.

Co- Chair MacKi nnon asked for explanation as to why there
was an OVB conponent nunber of zero, and a fiscal note from
the Legislative Affairs Agency.

JESSI CA GEARY, FINANCE MANAGER, LEG SLATIVE AFFAIRS (via

tel econference), relayed that she was asked by the sponsor
of the legislation to prepare a fiscal note. She had
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prepared a zero fiscal note because the bill had zero
fiscal inpact on the agency.

SENATOR BILL STO.TZ, SPONSOR, discussed the bill. He
specified that the bill was based on the premse of
providing a "people's lawer,"” and that 43 other states

el ected the attorney general. He stated that the primary
notivation was not to adhere to the practices of the rest
of the country, but rather to provide for a people's
| awyer. He wanted to put the matter before voters so they
coul d make the final decision.

Senator O son referred to the formation of the Al aska
Constitution and pondered the discussion of the framers on
the topic of an elected attorney general. He recounted that
there had been strong proponents of not having an el ected
attorney general, and the franers had considered the
M ssouri Plan. He nentioned the Judiciary Conmittee and
Ral ph Rivers [former territorial |egislator and nenber of
t he constitutional convention]; and wonder ed what
di sagreenent the sponsor had with the original rationale
and argunents of the Judiciary Comm ttee.

Senator Stoltz agreed that the constitutional franers had
been the prevailing voice on the matter of choosing an
attorney general. He recalled that former Governor Bill
Egan, the chairman of the constitutional convention, had an
opposing view but had been in the mnority. He continued
that the Mssouri Plan applied to the selection of judicial
of ficers.

9:46: 34 AM

Senator O son thought the Mssouri Plan had considered
matters in the Judiciary Conmittee, which had decided to
have the prevailing vote and have an appointed attorney
general .

Senator Stoltz thought that there had been a decision to
have a governor's appointnment of the judiciary, wth a
voter retention plan. The judiciary comrittee had also
dealt with the attorney general, and appointnent had been
the majority viewin the years of 1955 and 1956.

Senator Hoffrman asked if the sponsor had any concerns that

there would be a qualified individual outside of the major
popul ati on centers. He thought everyone was well aware that
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it would be difficult for people outside of ngjor
nmetropolitan areas to get el ected statew de.

Senator Stoltz nentioned forner Governor Bill Egan, forner
Governor Jay Hammond, as well as CGovernor Bill Wilker as
exanples of major elected officials from smaller cities
within the state. He thought the system had worked well in
spite of the geography of the state.

Senator O son discussed historical gubernatorial elections
in which wunique circunstances had contributed to the
victory. He renenbered that there had been a split vote in
1974, and Jay Hamond had won.

Senator Stoltz recalled that Governor Hanmond, when he won
the election in 1874, had beat every fornmer Governor of
Al aska both through the primary and general el ection.

Vice-Chair Mcciche MOVED to report SJR 12 out of Conmittee
with individual recommendations and the acconpanying fiscal
not es.

SJR 12 was REPORTED  out of conmttee wth "no
recommendation” and with two previously published fiscal
notes: FN1 (LEG, and FN2 (GOV).

9:50: 06 AM
AT EASE

9:52: 38 AM
RECONVENED

Co- Chair MacKi nnon noted that SB 200 [scheduled but not
heard], pertaining to mandatory physical activity in
schools, would be addressed in the afternoon neeting. She
detailed that the conmttee was waiting for a CS, and
wanted to share it wth the sponsor prior to the bil
hearing. She recalled discussion from the previous day
regardi ng an exception if there was inclenment weather or a
safety issue. The CS would address the exception, and the
committee was waiting for the sponsor to review the
| anguage to see if it was acceptable.

#sb196
SENATE BI LL NO 196
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"An Act relating to the use of certain unexpended
earnings from the power cost equalization endownrent
fund. "

9:53: 34 AM

Co- Chair MacKi nnon discussed SB 196. She noted that the
public hearing had been opened and closed on WMrch 16,
2016.

Vi ce-Chair M cciche discussed the fiscal note (OVB
conmponent 2602) from the Departnent of Conmerce, Community
and Econom c Devel opnment (DCCED). He stated that it was a
zero fiscal note with no added capital or added enpl oyees.

Vi ce-Chair M cciche discussed the fiscal note (OVB
conponent 0) for wvarious departnents from the Senate
Finance Committee. He inforned that the note was for
informational purposes only, and had to do wth the
dividend funds from the PCE Endowrent Fund. He read from
the bottomof the fiscal note:

Why this fiscal note differs from previ ous version
Initial version. This fiscal note for information
purposes only. Beginning in FY16, it assunes a SiXx
percent earnings rate and two percent program growh
rate for each fiscal year. In FY18 through FY22, Power
Cost Equalization Endowrent funds (DGF) would be
available to replace Unrestricted Gener al Funds
(UGF) expenditures for Community Assistance and
Rur al Energy Prograns. Depending on actual earnings
in a fiscal year the anpbunt available to replace UG-
will vary fromzero to $55 nmillion

Vi ce-Chair Mcciche specified that the fiscal note showed a
$17 mllion displacenent in FY 18, with no inpact in FY 17,
He continued that there was a $17.2 mllion displacenent in
FY 19, a $17.5 million displacenent in FY 20, a $17 mllion
di spl acenent in FY 21, and a $16.6 million displacenent in
FY 22.

Co- Chair MacKi nnon asked if Vice-Chair Mcciche had been
referring to the dividend comng from the PCE Endowrent
Fund.

Vice-Chair Mcciche answered in the affirmati ve.
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Senat or Hof fran stated that he had introduced the
legislation primarily to reflect the original intent of
funding the PCE program He clarified that the endownrent
was never neant to have additional funds for any other
purpose. He explained that the bill would stipulate that
any additional earnings would be used for other state
pur poses.

Senator Dunleavy conmented on the $4 billion budget
deficit, and wondered why the state would not use the fund
to backfill some of the deficit. He understood that the

fund gave assistance to sone Al askan comrunities, and asked
if anyone wanted to conment on the nmatter.

9:57:15 AM

Senator Hoffman thought that the purpose of the PCE
Endowrent Fund was discussed and brokered prior to his
tenure in the legislature. He recounted that the fund had
been in existence for well over 30 years. He nentioned that
the funds were split when the Four Dam Pool [four
hydroel ectric facilities (danms and | ake tap projects) built
by the State of Alaska in the early 1980s] was being built.
The fund was intended to address the high electricity costs
(for heating) in rural Alaska, and was an attenpt to
equalize the power throughout the state of Al aska. He
t hought by keeping the funds in the endownent it was not a
drain on the G-, but rather a long-term solution to address
hi gher costs throughout the state. Conversely, if the funds
were taken it would be a one-tine use, and people in rura

Al aska woul d end up paying substantially nore in electrical

costs. He noted that the PCE program only gave credit for
the first 500 kilowatt hours (kWhs) of electricity use per
month. He discussed electricity use in rural and urban
areas of the state. He saw the bill as a commtnment to
| oner costs and nake the state a nore affordable place to
live.

Senator Dunl eavy acknowl edged the history of the PCE
program and supported the concept of helping people in
rural Alaska with energy costs. He hoped that the state
would be able to drive down the overall cost of state
government so that it could continue to have funds such as
the PCE endowrent fund. He referred to proposed use of the
permanent fund and potential new taxes, and thought that it
was inportant to have discussions about all potential
sources of funding. He thought the issues were conplex and
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was not sure the legislature would be able to come up with
a conplete financial package to address the deficit by the
end of session. He wanted to use care in examning all
funds to see how each mght help with the $4 billion
deficit. He had lived in rural Al aska and experienced the
cost differential. He thought the |legislature needed to be
prepared to answer questions about the PCE Fund as well as
t he Hi gher Education Fund.

10: 01: 02 AM

Senator O son stated that the PCE Fund was put together at
a time when natural gas and hydro-el ectric power were being
developed in the state. In order for rural Al aska to reap
benefits of the natural gas investnents and pricing, as
wel |l as the Four Dam Pool; the conprom se was the creation
of the PCE Endownent Fund. He discussed the idea of adding
a surcharge on natural gas com ng out of Cook Inlet, which
was sem -subsidized by the state, to help pay for the
budget deficit. He discussed the difference in power cost
bet ween his residences in Anchorage and Gol ovi n.

Senat or Dunleavy did not disagree. He thought there were
people in the state who did not benefit from Cook Inlet gas
subsi di zation (through tax credits) by the state; and there
were people in the state who did not benefit from PCE He
believed the points being addressed were inportant to
feature in ongoi ng conversations.

Vice-Chair Mcciche pointed out that it was the first tine
the state had asked the PCE Fund to help offset costs in
ot her areas. For the purposes of the legislation, the aid
would be for community assistance and rural ener gy
prograns. He noted that there were discussions about the
| evel of subsidy in Cook Inlet. He was relatively
supportive of the bill.

10: 05: 10 AM

Senator Bishop stated that if there was a PCE Endowrent
Fund dividend, the excess earnings would be split between
the community assistance program (50 percent), t he
renewabl e energy grant fund (30 percent), and the PCE
Endownent Fund (20 percent). He recalled that the previous
year the commttee had strengthened the PCE Fund by using
the prudent investor rule. He thought the conmmttee was
doing its job working towards maxim zing state assets. He
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agreed with Senator Dunleavy that it would take continued
work to solve the budget problem

Co-Chair MacKinnon recalled a PCE bill from the previous
year, in which nore prudent investnment was inplenented. She
thought the bill went an additional step in reducing the
draw from 7 percent to 5 percent, in aid of trying to keep
the corpus of the fund whole. She recalled priorities that
were articulated in a Senate Majority press conference that
included how to positively inpact the bottom line of the
state budget, which she thought the bill acconplished. She
pointed out that the bill left all of the PCE Fund
avai l abl e for appropriation in a future year. She asserted
that the House had proposed accessing the fund for the
University, and she did not concur with the idea. She
expl ai ned that there were excess earnings above the funding
to the PCE program after which the funds would roll off to
different areas and reduce the call on cash to the G-. The
bill would reduce G- spending, and she thought it was worth
consideration by both bodies. She thought if the bill was
not passed, the PCE Fund would be at risk. She discussed a
reduction in tax credits that would result in an increase
in gas bills.

10: 09: 26 AM
AT EASE

10: 16: 34 AM
RECONVENED

Vice-Chair Mcciche MOVED to report CSSB 196(FIN) out of
Committee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal notes.

CSSB 196(FIN) was REPORTED out of conmittee with a "do
pass" recomrendation with one new fiscal inpact note from
the Senate Finance Commttee, and one new zero fiscal note
from Departnment of Commerce, Community and Econonic
Devel opnent .

10:17:15 AM
AT EASE

10: 21: 30 AM
RECONVENED

#sb210
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SENATE BILL NO. 210

"An Act relating to the community revenue sharing
program changing the name of the comunity revenue
sharing program to the conmmunity assistance program
and relating to the nunicipal property tax exenption
on the residence of a senior, a disabled veteran, and
a wi dow or wi dower of a senior or disabled veteran."

10: 21: 43 AM

Co- Chair MacKi nnon di scussed the CS for SB 210, which had
been adopted on April 6, 2016. Public testinony had opened
on closed on the sane date. She clarified that the
committee was considering bill version H

10: 22: 11 AM
AT EASE

10: 23: 06 AM
RECONVENED

Vice-Chair Mcciche discussed the fiscal note, from DCCED
(OVMB conponent 2879); with appropriation and allocation to
Community and Regional Affairs. He shared that the note
showed $6.1 thousand of fiscal inmpact in FY 17 with no

additional costs, positions, or capital. He relayed that
the commttee believed that the departnent could handle the
m nor anmnount of work resultant from the bill, and it

intended to zero out the fiscal note.

Co- Chair MacKi nnon asked for the support of the conmttee
to zero out the fiscal note. The fiscal note was anended to
zero. She infornmed that the commttee would request the
Legi slative Finance Division (LFD) to provide a forthcom ng
zero fiscal note.

Vi ce-Chair Mcciche relayed a concern fromhis district and
mentioned a spreadsheet that showed an increase in
comunity revenue sharing in some conmunities, and a | arger
proportion of decrease of community revenue sharing in
other comunities. He asked if Co-Chair MacKinnon could
explicate and confirm that no comunities in the state
woul d receive an increase.

Co- Chair MacKi nnon asked LFD staff to explain the breakdown
of how the state would assist communities under the bill.
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ALEXEI PAI NTER, FI SCAL  ANALYST, LEQ SLATI VE  FI NANCE,
di scussed the spreadsheet "FY 17 Comunity Revenue Sharing
Estinmates,” (copy on file). He explained that under the
status quo distribution of $60 million versus the proposed
distribution of SB 210 (under any anount), no comunity
would receive nore funding under the fornmula in the
Community Revenue Sharing Program The bill would change
the way that pro-rating worked, so if one were to conpare a
pro-rated base in the status quo program to a pro-rated
base in the new program it was true that sone conmunities
would be better or worse off. He reiterated that when
conpared to the original $60 mllion program no comunity
woul d receive nore fundi ng under SB 210.

Vice-Chair Mcciche thought that when sonme people had
initially looked at the calculations; it had showed an
actual increase for Aleutians East, False Pass, and sone
other areas. He asked if M. Painter could explain the
logic of the bill and its relationship to the PCE program

Co- Chair MacKi nnon stated that there was a policy decision,
and referred to the SB 196, which had just passed from
commttee. She explained that SB 196 had proposed a change
to the PCE Fund structure, in which excess earnings would
be diverted to the revenue sharing program It was
estimated to be in the amount of $17 million for FY 17. She
considered the two bills to be interrel ated.

10: 27: 36 AM

Vice-Chair Mcciche stated that the bill being considered
(SB 210) would change the nane of the program from
Community Revenue Sharing to Community Assistance. He
continued that the program funding had been reduced from
$60 mllion to $38.2 nillion, half of which was expected to
come from PCE Endowrent Fund ear ni ngs.

Co- Chair MacKi nnon stated that for FY 17, if the fund was
not re-charged, there would be $38, 200,000 avail abl e under
the current stepdown in statute. She continued that under
SB 210, the pro-rated share would be changed. If there was
expected earnings on the PCE Fund, there would be $17
mllion to go to the Community Revenue Sharing Program

Senator Hoffrman stated that the governor's proposal was to
spend $50 million on the revenue sharing program in the
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current year, and increase the anobunt to $60 mllion in
subsequent years. The conmittee was evaluating whether or
not the state could continue to fund the program at the
samre high level. Since the state no |onger had surplus
revenue to share, he thought the title change to the
Community Assistance Program was nore appropriate. He
t hought by changing it to a $30 nmillion program it would
not necessitate funding an additional $35 million in the
current year. He noted that the fund had $115 nmillion, and
in order to get a three-year average the fund would have to
contain $150 nillion. Subsequently, the governor had
requested the additional $35 mllion. If the legislature
nmoved forward and reduced the program the state would not
have to come up with $35 nmillion, and there would be enough
funding already to cover a $30 mllion program He did not
believe the state could continue on the path it was on. He
thought it was nore likely that the program could survive
at the lower funding level. He noted that each |egislature
woul d have to consider the financial conditions of the
state at the tine.

10: 31: 00 AM

Vice-Chair Mcciche thought it was unjustified to sinply
end the program and thought the bill was an appropriate
action. He referred to other bills that i mpact ed

muni ci palities, and thought that SB 210 had a nuch smaller
i npact. He thought that the bill was a healthy conprom se.

Co- Chair MacKi nnon stated that the bill was from the Senate
Finance Commttee, and asked that any input be directed to
her office. She referred to discussion regarding the
definition of "community" and how large a conmmunity shoul d
be. She recounted the sanme discussion pertaining to the
size of school s. She had heard conversation about
considering 50 residents to constitute a community, or
whether 11 nenbers in a geographic area qualified for
comunity assistance of $96,000. She clarified that the
bill did not propose a change to definitions of community,
but noted that there was an anonmaly in the Al eutians East
Borough that had a population of 39 and received state
assi stance in the anmount of $385, 000.

M. Painter clarified that the popul ation of Aleutians East

Borough was actually higher, and the 39 individuals were
those that did not live in an incorporated borough.
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Co-Chair MacKinnon asked M. Painter to discuss why
Al eutians East would get extra conpensation if comrunities
were al ready receiving funds from ot her sources.

M. Pai nt er stated that there were boroughs wth
i ncorporated communities that received the borough share of
t he program

Co-Chair MacKinnon clarified that the boroughs were
overlaid upon the city or village designations, and both
were getting assistance.

M. Painter answered in the affirmati ve.

Co- Chai r MacKi nnon asked M. Pai nt er to create a
spreadsheet to illustrate the cities wth the boroughs
overlaid atop, with associated revenues, to Dbetter

understand how t he program gave assistance to the boroughs.
She thought the information would also be helpful in the
next commttee of referral if the bill was successful on
the Senate fl oor.

10: 35: 04 AM
AT EASE

10: 39: 14 AM
RECONVENED

Senat or Dunl eavy thought that he would benefit greatly from
addi tional consideration of the bill. He wanted to discuss
sone questions about the bill wth staff from LFD.

Senator (O son referred to an earlier discussion about
communities that did not have ~city governnents. He
cormented that he would like a list of such communities,
the population, and how mnuch noney each conmmunity was
receiving fromthe revenue sharing program

Co- Chair MacKi nnon stated she would be happy to hold the
bill until the afternoon neeting.

Vice-Chair Mcciche opined that there were a |lot of
| egislators that thought that it was time that the
communities with tax authority and/or a fund bal ance nove
beyond conmmunity revenue sharing. He thought the bill was a
heal thy conprom se. He acknow edged that the program was
slightly advantaged to smaller comunities that (in sone
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cases) had the revenue sharing program as its only state
support. He thought there were communities that objected to
the proportional differences. He thought it was a healthy
shift for larger conmunities that had a greater ability to
provi de for thensel ves.

10:41: 30 AM

Co- Chair MacKi nnon stated that the conversation around the
creation and reduction of the revenue sharing program had
to do wth Senator Hoffman's coments regarding the fact
that the state could no longer afford to share funding it
did not have. She pointed out that the governor was
proposing nultiple ways to provide revenues through taxing
different industry groups and individual Al askans. She
suggested that larger communities had the ability (provided
by the legislature) to tax thenselves, and thereby had a
greater ability for self-determ nation. She noted that the
smal l er communities, which had not already done so, stil
had the opportunity to tax thensel ves.

Co- Chair MacKi nnon relayed that sone of her constituents
as well as other residents, had asked that all of Al aska be
incorporated as boroughs so as to tax residents and
contribute to education and other activities funded by the
state. She thought the bill was a conprom se. Instead of
elimnating all revenue assistance to conmunities wth
taxing authority, the conpromse was to reduce to a $30
mllion program and utilize earnings fromthe PCE Fund. She
referred to the suite of interlocked bills, including one
that concerned the Public Enployees' Retirenment System
(PERS) and the Teachers' Retirement System (TRS). The
commttee had heard from a variety of people, including
those that were highly vocal and critical of the
| egi sl ature and cost-shifting. She discussed PERS and TRS
l[iability. She thought it was fair to say that nore
conversation was needed on the topic. She agreed that
proportionally, smaller comunities were protected in a
better way; and noted that if the previous bill went
forward, part of the PCE fund would help | ower G- spend.

10: 45: 08 AM

Vice-Chair Mcciche thought Co-Chair MacKinnon's remarks
were well stated. He related that he tried to be able to
put hinmself in other people's shoes. He referred to his 5-
year tenure as mayor of an Al askan community. He thought as
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mayor he would have taken issue wth the proportional

change proposed in the bill. He acknow edged the difference
of his current role, as well as the changed fiscal climate.
He reiterated that the bill was an appropriate conprom se,

especially considering a PCE Fund shift.

SB 210 was HEARD and HELD in commttee for further
consi derati on.

Co-Chair MacKi nnon discussed the afternoon schedule, at
which tinme the commttee would do a full walk-through of
the capital budget. She noted that she would work to nobve
out SB 210 and SB 196 together so that they could travel
together. She reiterated that the two bills were a portion
of the sane suite of bills.

10: 46: 37 AM
AT EASE

10: 47: 02 AM
RECONVENED

Co- Chair MacKi nnon di scussed the afternoon schedul e.

#
ADJ OURNVENT
10:47:43 AM

The neeting was adjourned at 10:47 a. m

Senat e Fi nance Comm ttee 18 04/ 11/16 9:22 A M



