SENATE FI NANCE COWM TTEE
April 12, 2016
1:37 p.m

1: 37: 16 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 1:37 p.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Peter M cciche, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

Senat or Pete Kelly, Co-Chair

ALSO PRESENT

Laura Cramer, Staff, Senator Anna McKinnon; David Teal,
Director, Legislative Finance D vision; Representative Dan
Saddl er, Sponsor; Kim Skipper, Staff, Representative Dan
Saddl er; Representative Gabrielle LeDoux, Sponsor; Any
M chel, Staff, Representative LeDoux; Esther Melke, Staff,
Representative Bob Lynn; Kris Curtis, Legislative Auditor,
Alaska Division of Legislative Audit; Gene Therriault,
Staff, Al aska Industrial Devel opnent and Export Authority.

PRESENT VI A TELECONFERENCE

Stuart Spielman, Autism Speaks, Washington DC, Margaret

Br odi e, Director, Division of Health Care Services,
Department of Health and Soci al Servi ces, Anchorage;
Kri sten Vandagri ff, Al aska Governors Counci | on

Disabilities and Speci al Educat i on, Anchor age; Sar ah
Batton, Attorney, Goh Eggers, Anchorage; Ken Jacobus,
Anchorage BAR Association, Anchorage; denda Ledford,
Chair, Board of Barbers and Hairdressers, Wasilla; Jeannine
Jabaay, Board of Barbers and Hairdressers, Hope; Jeff



Edwards, Director, Parole Board, Department of Corrections,
Anchorage; M chael Lanb, Chief Financial Oficer, Al DEA

SUMVARY
SB 128 PERM FUND: DEPGCSI TS; DI VI DEND; EARNI NGS

SB 128 was HEARD and HELD in commttee for
further consideration.

CSHB 83( JUD)
REPEAL COLLECTION OF CIVIL LITIG |NFO

CSHB 83(JUD) was HEARD and HELD in commttee for
further consideration.

CSHB 188( FI N)
PERSON W DI SABI LI TY SAVI NGS ACCOUNTS

CSHB 188(FIN) was HEARD and HELD in commttee for
further consideration.

CSHB 231(FI N)
EXTEND BOARD OF PARCLE

CSHB 231(FIN) was HEARD and HELD in commttee for
further consideration.

HB 268 Al DEA: DI VI DEND TO STATE; | NCOVE; VALUATI ON

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

HB 289 BOARD OF BARBERS AND HAI RDRESSERS

HB 289 was HEARD and HELD in conmmttee for
further consideration.

#sb128
SENATE BILL NO. 128

"An Act relating to the Alaska permanent fund;
relating to appropriations to the dividend fund;
relating to inconme of the Al aska permanent fund;
relating to the earnings reserve account; relating to
the Al aska permanent fund dividend; naking conformng
amendnents; and providing for an effective date."
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1: 37: 58 PM

Co- Chair MacKinnon explained the intent of the commttee
substitute for SB 128 was to address the state's fiscal
Crisis.

1: 38: 44 PM

Vice-Chair Mcciche MOVED to ADOPT the commttee substitute
for SB 128, Wrk Draft 29-GS2859\N (Wallace/ Martin,
4/ 12/ 16) .

Co- Chair MacKi nnon OBJECTED for DI SCUSSI ON

1: 39: 00 PM
AT EASE

1: 40: 42 PM
RECONVENED

1:41: 09 PM

Co-Chair MacKi nnon announced that the docunents discussed
at the table were avail able online under the bill.

1:41: 24 PM

LAURA CRAMER, STAFF, SENATOR ANNA MACKI NNON, explained the
committee substitute. She read from the Sectional Analysis
(copy on file):

Section 1. Legislative intent that the |Ilegislature
reevaluate the use of the earnings of the Permanent
Fund in three years

Section 2: Amerada Hess incone no longer flows to the
Capital Income Fund. Segregation of these funds is no
| onger legally required

Section 3: Dedicated deposits of royalties to the
Permanent Fund are reduced from the current 25/50
split on old/new |leases to the constitutional m ninm
of 25 percent

Section 4:
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(a) Requi res t he Al aska Per manent Fund
Corporation to determne the net incone of the
earnings reserve account as the incone is
realized and received

(b) Defines the Percent of Market Value (POW)
payout as 5.25 percent of the average year-end
mar ket value of the Permanent Fund and Earnings
Reserve Account for the first five of the nost
recently conpleted six fiscal years. The payout
may not exceed the year-end balance of the
earnings reserve account for the fiscal year just
ended

Section 5: AS 37.13.145 is the Disposition of Incone
of the Permanent Fund statute

(a) Unchanged - Establishes the ERA and
identifies the ERA as holding earnings of the
Per manent Fund and ERA

(b) Repealed in this bill - dividends based on
statutory net incone

(c) Repealed in this bill — inflation proofing

(d) Repealed in this bill - segregation of

Aner ada Hess

(e) Added in this section - each year the
| egi sl ature may appropriate to the GCeneral Fund
the amount available for distribution from the
Earni ngs Reserve Account under the POW in Sec. 4

(b)

Section 6: Dividends are conprised of 20 percent of
the 5.25 percent POW outlined in Sec. 4(b), and 20
percent of prior year royalties, excludes those
dedicated to the Permanent Fund or School Fund (25.5
percent are dedi cat ed)

Section 7: Mental Health Trust Fund may not be

included in the conputation of incone available for
di stribution under the POW
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Section 8: Mkes conputation of Mental Health Trust
Fund inconme consistent wth conputation of other
Per manent Fund | ncone

Section 9: Transfer of noney to the D vidend Fund
requires an appropriation

Section 10: The anpbunt of each Pernmanent Fund Di vi dend
for fiscal years 2017, 2018, and 2019 shall be $1, 000

Section 11: Confornms to Sec. 9, which noves noney to
t he Di vidend Fund by appropriation

Section 12: Once the noney is in the Dividend Fund,
t he Departnent of Revenue shall annually pay dividends
wi t hout further appropriation

Section 13: Repeals language relating to the former
di vidend calculation, inflation proofing calculation,
and Anerada Hess | anguage

Section 14: Repeals Sec. 10 - $1,000 dividend for
three years

Section 15: The Comm ssioner of Revenue and the Al aska
Permanent Fund Corporation may adopt regulations,
policies and procedures to inplenent this Act

Section 16: Retroactivity cl ause

Section 17: Effective Date for sections 15 and 16,
i mmedi at e

Section 18: Effective Date, July 1, 2016

1:45:56 PM

Senator O son wondered how the dividend anmount would
fluctuate under Section 6, what the expected dividend
payout would be after 2019.

1: 46: 34 PM

Co-Chair MacKinnon relayed that David Teal, D rector
Legi slative Finance Division would be available to answer
guesti ons.

Senat e Fi nance Comm ttee 5 04/ 12/16 1:37 P. M



1:46: 39 PM

Ms. Cranmer agreed that M. Teal would walk through the
out put fromthe nodel

1:46: 55 PM

Co- Chair MacKi nnon W THDREW the OBJECTI ON. There being NO
OBJECTION, the proposed commttee substitute was adopted
She relayed that M. Teal would wal k through how the bil
woul d address the budget shortfall and how it would affect
t he Permanent Fund.

1:47:47 PM

DAVI D TEAL, DI RECTOR, LEQ SLATIVE FINANCE DI VI SI ON, | ooked
at the "LFD Fiscal Mdel" (copy on file).

1: 48: 00 PM
AT EASE

1: 48: 33 PM
RECONVENED

1: 48: 35 PM

Co-Chair MacKinnon remarked that the Permanent Fund
Corporation had requested a nodel wusing a 6.9 percent
Per manent Fund investnent return; the governor's original
nodel had used 7.45 percent. She noted that the nodel
before the commttee used the 6.9 percent investnent
return.

1:49: 16 PM

M. Teal |ooked to the price scenario at the center of the
docunment. The scenario wused the spring 2016 revenue
forecast. He noted that the vyellow highlighted fields
reflected no growth in the operating budget, and in fact
had a targeted cut of $247 mllion, which was subject to
change.

1: 50: 07 PM

Co- Chair MacKi nnon understood that the estimated capital
spend projected in the nodel was $185 mllion.
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M. Teal replied in the affirmative.

1: 50: 16 PM

M. Teal noted the factors of Comrunity Assistance and Debt
Service, as projected, and highlighted that the nodel
contained no revenue variables: sales tax, incone tax,
notor fuel tax, indirect expenditure adjustnents, the
Governor's tax bills package, except for the Tax Credit
Reform bill - the nodeling output of which were the House
Fi nance Comm ttee nunbers. He directed committee attention
to the blue bars under "Custom Plan Specifications"” which
reflected a POW payout of 5.25 percent, with 20 percent of
t he payout going to dividends, and an additional 20 percent
going to dividends fromroyalties. He pointed to the upper
right [ine graph on the slide, which showed that dividends
woul d be steady at $1000. He said that wthout the cap,
di vidends would drop to $900 for 3 years and then would go
back to $1000 through 2025. He said that the nobdel assuned
that the CBR would earn nore than the current 1 to 2
percent. He said that it was not in the bill, but there had
been discussion of nore aggressively investing the CBR so
that the returns on it would be higher. He el aborated that
there were a nunber of ways to do that, but it would not
make a significant difference to the nodel. He noted that
the lower left graph on the slide reflected that the CBR

bal ance wunder the nobdel would drop to $2 billion. He
furthered that those earnings did not nmake or break the
nodel. He indicated the graph in the upper left corner,

whi ch showed the UG- revenue/budget, in mllions. He stated
that the expenditure line was the dark line on top, the
bars represented oil revenue [blue], CBR/ SBR draws
[orange], and the POW draw from the earnings reserve
[green]. The graph indicated that the deficit would narrow,
but that it would still exist through 2025. He said that
the lower left graph showed that reserve balances were
expected to stabilize at approximately $12 billion. He
noted that the table at the bottom of the graph showed
reserves of approximately $12 billion in 2025. The deficit
would still exist, but because it would be lower than it
was currently, the reserves would be exhausted after 28
years. He said that it was worth noting that although
reserves in 2017 were approximately $14 billion, the state
was spending reserves at a nore rapid rate, which would
exhaust themin 8 years or |ess.

1: 54: 39 PM
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M. Teal remarked that the reserve balance would be
slightly lower, and the deficit would be so nmuch | ower that
the glide path would be better under the legislation than
under the status quo. He noted the table in the |ower right
of the slide that reflected in turquoise the real value of
the Permanent Fund would fall slightly overtinme and woul d
not keep pace wth inflation at the projected earnings
rates. He noted that although there would be a nom nal
payout of 5.25 percent, there was a 6 year lag in the
proj ection because the payout was based on the first 5 of
the nost recently conpleted 6 years. Because of the |ong
| ook back, the effective payout as shown in the |ower right
hand corner of the slide was at roughly 4.9 percent.

1:55:59 PM

Co-Chair MacKinnon surmsed that the slide reflected a
spendi ng i ncreased from FY16 to FY17.

M. Teal replied that there was actually a reduction in FY
17, but remarked that in FY16 the dividends were not shown
as general fund expenditures. The graph was showing only
UGF expenditures. He clarified that if FY 17 dividends were
shown, the line would increase from $5 billion to $6.4
billion.

1:56: 47 PM

Co- Chair MacKi nnon surm sed that the way that the dividend
was calculated and paid out wuld change under the
| egi sl ation and the dividend paynents would be reflected in
t he Operating Budget.

M. Teal responded that currently the dividends did not
show as general fund expenditures. They were reflected in
the fiscal sunmary, but in a different section; under the
| egislation dividends would appear as general fund
expendi t ur es.

1: 57: 23 PM

Co-Chair MacKi nnon assured Al askans that there would be
zero growth in the operating budget.

1: 58: 04 PM
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Co- Chair MacKi nnon asked whether the green bars on the
graph in the wupper left of the slide reflected a $2.4
billion draw in FY17.

M. Teal responded that $2.4 billion was an accurate
appr oxi mati on.

1: 58: 26 PM

Co-Chair MacKinnon referred to FY 25 on the sane chart, and
surm sed that the draw woul d i ncrease to $3 billi on.

M. Teal replied that the draw would increase as the
Per manent Fund and the Earni ngs Reserve increased.

1:58: 55 PM

Co-Chair MacKinnon noted that the dividend check would
remain steady at about $1000, in perpetuity. She said that
the Governor's original plan, SB 114, as well as offerings
in the house had all been incorporated into the cs in an
effort to stabilize the dividend, while using the bulk of
the assets in the form of earnings to diversify Alaska's
revenue stream She indicated the |ower |eft hand corner of
the slide which showed the stabilizing of the draw on
reserves. She said that currently the legislature was
| ooking at rermoving $7 billion, over two years, to pay for
expenses. She furthered that nore work needed to be done to
ensure that the state did not |lose any stability in grow ng
the corpus of the fund.

2:00:19 PM

Senator Dunleavy surmsed that if spending could be driven
down from $5.2 billion, to $4 billion, reserves could be
extended and | ess of a draw woul d be necessary.

M. Teal replied in the affirmative.

2:00:52 PM

Senator Dunleavy remarked that people should understand
that as spending was pushed down, the |ife of the savings
and the Permanent Fund woul d be extended.

2:01: 37 PM
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Co- Chair MacKinnon agreed. She understood that for the
first time in Alaska's history, $700 mllion for dividend
payouts was |isted as new noney spending in the Operating
Budget. She furthered that there was no increase to the
Operating Budget, but dividends going out to the people of
Al aska were refl ected.

M. Teal responded yes. He added that the $5.3 billion in
spendi ng i ncluded the payout of dividends, which neant that
the graph reflected a $4.5 billion budget, in conventiona
terns.

2:02:26 PM

Co- Chair MacKi nnon asserted that the downward pressure on
t he budget would continue; the bill would not solve all of
the state's fiscal problens, but would go a | ong way toward
future fiscal stabilization

2:02: 45 PM

Senator Hoffman |ooked at the bottom left graph, which
showed budget reserves wthout growh, out to 2053. [He
added the Years to Exhaust, 28, to the last date on the
graph 2025: 2053]

M. Teal replied that the Years to Exhaust wused sinple
math. He explained that in FY 25, reserves would be | ower
at $11.9 billion, but the deficit would also be [ower at
mnus $432 mllion. He said that although there would be
| oner reserves, they would | ast nmuch | onger.

2:04: 09 PM

Senator Hoffman understood that wth no growh, the
reserves woul d be exhausted by 2053.

M. Teal warned that it was risky to get too accurate with
projections of this kind.

2:04:30 PM

Vice-Chair Mcciche queried the factors that nmade the
corpus of the fund grow faster under the scenario on the
slide, versus the status quo.
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M. Teal replied that the balance included both the
Earnings Reserve and the Corpus. He said that they
continued to increase because 25 percent of royalties,
| eases, etc., were being deposited into the Corpus every
year. He stated that 6.9 percent was being earned, but 5.25
percent was being paid out, any earnings above the payout
remained in the fund. He furthered that although the
inflation proofing provision had been repealed, inflation
proofing would still exist.

2: 05:49 PM

Vice-Chair Mcciche noted that the cuts in state government
that were reflected on the slide were less than what the
committee hoped to acconplish. He pointed out that the
nodel al so did not include changes to oil and gas credits.

2:06:18 PM

Co-Chair MacKinnon interjected that the nodel did take oil
and gas tax credit changes into account, she referred to
the Tax Credit Reform line in yellow at the center of the

page.
2:06: 21 PM

Vice-Chair M cciche asserted that it would be nore
favorable to the fiscal outlook if the actual reductions
wer e hi gher.

M. Teal agreed. He said that the Governor's oil and gas
credit reform bill would have the nost inpact, the House
Resource Conmmittee version would have had the |east inpact,
and the House Finance Conmttee version would split the
di fference.

2:06:45 PM
AT EASE

2:06:59 PM
RECONVENED

2:07: 01 PM

Vice-Chair Mcciche thought that it would be helpful to
include a separate box on the slide that reflected the
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expected $700 million payout for the dividend, with a spend
line belowit.

2:07:28 PM

Co- Chair MacKinnon wondered whether there could be an
asterisk on the FY 17 line to reflect the addition of the
$700 mllion payout for the dividend. Something to
hi ghli ght that the Operating Budget was not grow ng.

M. Teal replied that he could include the dividend
paynents in the FY 16 |ine.

Senator Dunleavy reiterated that highlighting the figure
for the public as a "different spend” could be hel pful.

2:08: 15 PM

Co-Chair MacKi nnon repeated that clearly highlighting that
the $700 mllion was for dividends, and not government
spendi ng, woul d be hel pful.

M. Teal agreed to highlight the difference on a future
sli de.

2:08:56 PM

Co- Chair MacKi nnon nmentioned the docunent titled "Status
Qo" (copy on file) and related that the public could find
it online under the bill.

2:09:15 PM

Senator O son understood that the bill did not elimnate
the need for a three-quarter vote to access the CBR

M. Teal replied that as long as the legislature had a CBR
draw and a large earnings reserve balance it faced
supermgjority votes.

2:09:48 PM

Co- Chair MacKi nnon hoped that the other body would do the
three-quarter draw because the noney currently in the CBR
had a rate of return for interest of 2 percent, the
borrowing interest would be higher if the Ilegislature was
forced to go into the earnings reserve account.
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2:11: 05 PM

Vice-Chair Mcciche remarked that the governor preferred a
fixed draw, and supported the intent for stability. He
asked how the budget could be kept small, even as earnings
i ncreased and the POW draw grew.

M. Teal replied that there were things that could be done
that would limt spending, but that if noney was avail able
it could be spent; future spending was up to the
| egi slature. He thought that the governor assuned that
extra revenue would always be spent, which was the prinmary
difference between the DOR analysis of the nobdel and the
LFD analysis. He believed that the truth fell sonewhere in-
bet ween al ways spending or always saving, but it would be
up to each legislature to decide. He said that rules could
be established to |imt spending when the price of oil
rebounded, and could be easily added to legislation of this
nat ure.

Vice-Chair Mcciche understood that the stability of the
POW was simlar to a fixed draw because it was based on
earnings that would not fluctuate dramatically. Wat would
create the change would be a fluctuation in oil related
revenue, which was where rul es should be applied.

M. Teal responded that the conbination of oil revenue and
the POW payout would be the issue. He agreed that the POW
payout was fairly stable, but the other oil revenue was
not. He said that exercising spending restraint when
surpluses were available would elimnate volatility. He
said that the hypothetical could not be nodeled because
spending would always be at the per-view of t he
| egi sl ature.

2:15: 05 PM

Senator Dunleavy believed that there should be Iess
gover nment spendi ng.

2:16:19 PM

Co- Chair MacKinnon recalled a conversation with M. Teal
about the consideration of a draw that could not exceed the
$3.3 billion as suggested by the governor. She rel ayed that
in her duration at the |egislature, noney had been returned
to the CBR over the top of what had been borrowed by past
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| egi sl atures, and spending had been done in the Capital
Budget. She recognized that dividend reductions and taxes
made the public unconfortable wunless there was also
conversation about controlled governnent spending.

2:17: 52 PM

Senator Dunleavy remarked that there should be |ess
gover nnment spending. He added that deferred maintenance in
the state needed to be addressed.

2:18:47 PM

Co- Chair MacKi nnon remarked that there was al so an unfunded
pension liability issue that needed to be considered. She
asserted that there needed to be |ess spending, but that
the state needed to pay the debts that it owed - one of
whi ch was deferred nai ntenance.

2:20: 08 PM

Vi ce-Chair M cci che poi nt ed out the Alaska State
Constitution specified that one legislature could not "tie
the hands" of future |egislatures, which he believed was a
bl essi ng and a curse.

2:21:20 PM

Co- Chair MacKi nnon explained that the senate had proposed
$1 billion in cuts to the Operating Budget and was hopefu

that the two bodies to craft a plan that would work for
Al aska. She noted that the commttee was tackling the issue
fromall angles.

2:22:46 PM

Senat or Bishop asked how the real value effective payout
coul d be kept at 100 percent in the out years.

M. Teal responded that one way would be to earn nore
noney, and the other would be to reduce the payout rate
from 5.25, which sone considered aggressive. He said that
those were the two levers that would help maintain the real
val ue of the Permanent Fund.

2:23:51 PM
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Co-Chair MacKinnon interpreted that to nean to cut the
budget and draw less from reserves - or increase revenue
t hrough ot her sources.

M. Teal agreed.

SB 128 was HEARD and HELD in commttee for further
consi derati on.

2:24:38 PM
AT EASE

2:31:57 PM
RECONVENED

#hb188
CS FOR HOUSE BILL NO 188(FIN)

"An Act establishing a program for financial accounts
for individuals wth disabilities; exenpting the
procurenent of contracts for the program from the
State Procurenent Code; exenpting certain information
on participants in the program from being subject to
inspection as a public record; providing that an
account under the program for an individual with a
disability is not a security; allowing a state to file
a claim against an individual's financial account
under the program to recover Mdicaid paynents after
the individual's death; and providing for an effective
date."

2:32:27 PM

REPRESENTATI VE DAN  SADDLER, SPONSOR, i ntroduced t he
| egi slation and read fromthe Sponsor Statenent:

HB 188 seeks to hel p Al askans cope with the chall enges
of living with a disability by allow ng individuals
and famlies to set up tax-free savings accounts,
call ed “ABLE accounts,” to pay for education, housing,
transportation or other disability-rel ated expenses.

The U. S. Congress passed the “Achieving a Better Life
Experience (ABLE) Act” in 2014, authorizing states to
create special savings accounts for disability-rel ated
expenses nodeled after the successful “529 college
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savi ngs prograns,” nanmed after the relevant section of
| RS code.

ABLE accounts, also known as “529A" accounts, allow
individuals wth disabilities to inprove their
financial security by wusing private investnents to
suppl ement their benefits from insurance, enploynent,
Suppl enmental  Security Income (SSI), Medicaid, and
other sources. Assets held in an ABLE account would
not be counted under neans tests required for Medicaid
or SSI, although SSI cash benefits would be suspended
if the ABLE bal ance exceeded $100, 000.

ABLE accounts could be spent for educati on,
transportation, job training and support, assistive
technol ogy, health and wellness, l|egal and other
qualified services. Contributions would be limted to
$14,000 per year, and capped at $400,000. A person
coul d have only one account.

To be eligible for an ABLE account, a person nust have
becone blind or disabled before the age of 26. The

Governor’s  Counci | on Disabilities and Speci al
Education estimates that about
13,770 Alaskans - 10 percent of those wth a

disability — might qualify for ABLE accounts.

By enpowering Alaskans wth disabilities and their
famlies to build their financial independence, HB 188
will help them neet nore of their life challenges by
relying on private resources, wthout eroding the
value of public benefits to which they are entitled.

ABLE accounts will be inportant tools for helping them
live full, productive lives in their comunities.
Representative Saddler divulged that the bill had evolved

during the legislative process to nake sure that noney in
ABLE account was not wunavailable to creditors should the
account holder go bankrupt or fail to pay their debts. He
noted that there were specific benefits to having a state
aut hori zed ABLE account; first, by passing the bill Al aska
could join a consortium of other states in obtaining the
economes of scale and lower account fees for account
hol ders. Secondly, Alaskans could go to DOR directly if
there were problenms with their accounts. He said that the
contribution limts would be matched to the coll ege savings
pl an; $400,000, the highest in the nation. He concluded
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that passage of the bill wuld denonstrate concern for
di sabl es Al askans by providing them a way to inprove their
lives, without increasing any state costs.

2:36: 31 PM

Senator O son wondered how many people were expected to
t ake advantage of the program

Representative Saddler replied that it was estimted that
there were 130,000 disabled Alaskan residents, 10 percent
of which would qualify for the program

2: 36: 53 PM

Senator O son wondered whether the program woul d negatively
i npact the resources for those who did not qualify for the
program and relied on support fromthe Departnent of Health
and Soci al Services (DHSS).

Representative Saddler stated that the program would have
no effect on the DHSS budget or the resources for others.
He asserted that this would be an opportunity for people
who would create the accounts to deposit private funds. He
t hought that the program coul d benefit DHSS.

2:37:39 PM

Vice-Chair Mcciche noted that the costs associated wth
the bill would be covered by the Al aska Mental Health Trust
Aut hority (AMHTA).

Representative Saddler replied in the affirmative. He
furthered that many of the beneficiaries of AMHTA were
di sabled and would benefit from the legislation. He said
that after initial inplenentation, fees would support the
program at no cost to the state.

2:38: 22 PM

Co- Chai r MacKi nnon requested a Sectional Analysis.

2:38:43 PM
AT EASE

2:39:33 PM
RECONVENED
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2:39:40 PM

KIM SKI PPER, STAFF, REPRESENTATIVE DAN SADDLER, discussed
t he Sectional Analysis (copy on file):

Sec. 1: Cites this as the Al aska ABLE Act Savings
Program Act

Sec. 2: Creates a new chapter 65. Alaska Savings
Program for Eligible Individuals

Sec. 06.65.010: Program authorized. Authorizes
Al aska ABLE savings program in the Departnent -
which is the Al aska Departnment of Revenue. Allows
it to inplenent and adm nister the program under
t he Federal ABLE Act.

Sec. 06. 65. 020: Cener al depart nment duti es.
Qutlines the duties of the departnment in
i npl enenting and adm ni stering the program

Sec. 06.65.030: Modification of program G ves
the Departnent authority to nodify the programin
accordance to any federal |aw changes

Sec. 06.65.040: Additional departnent powers.
Allows departnment to set fees for program
transactions and services and also develop
mar keting plan to pronote the ABLE program

Sec. 06. 65. 050: Contracting authority;
pr ocur enent exenption. Al'l ows depart nent to
contract with a person to assist in inplenenting
the program provide services, join other states
to obtain or provide services for inplenentation,
join a cooperative effort with other states to
provide services for the program that could
i nclude investnment and record-keeping services.
Allows state to join with other states to allow
an Al aska resident to participate in a programin
anot her state under federal authorizing |law and
for an outside state to participate in a program
in this state. If contracting with another state,
AS 36.30 (Procurenent Code) will not apply.

Sec. 06.65.060: Investnent oversight: Allows the
departnment to oversee and approve selection of
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i nvest ment managers and advisors for the program
and to oversee all investnent disclosures and
regulatory filings related to programinvestnents

Sec. 06.65.070: Financial contractor obligations:
outlines duties/obligations of the selected
financial contractor(s)

Sec. 06.65.080: Additional audits: Alows the
departnment to order an audit of the contractor’s
financial operation and position in addition to
annual audit if the departnment has reason to be
concer ned

Sec. 06. 65. 090: Cont r act term nati on; non-
renewal . G ves departnent authority to not renew
a financial contract. If so it would take custody
of the program accounts and transfer them to
anot her financial contractor that offers simlar
program account s

Sec. 06.65.100: Eligible individuals. Describes
who is eligible to participate in the program

Sec. 06. 65. 110: Representati ve of eligible
i ndi vi dual s. Describes who my act as a
representative of the eligible individual who is
a mnor or |acks decision-making capacity

Sec. 06.65.120: Program account ownership. States
that the owner of the program account is the
desi gnat ed beneficiary.

Sec. 06. 65. 130: Nunber  of program accounts.
Allows only one program account per designated
beneficiary under federal authorizing |aw.

Sec. 06. 65. 140: Program account application:
Qutlines depart nment pr ocedur es for program
account applications and information to be
collected in that process

Sec. 06.65.150: Program account establishnent
fee. Allows financial contractor to charge a non-
refundable to establish program account. That fee
to be determined in the contract wth the
financi al contractor.
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Sec. 06.65.160: Program account contributions.
Qutlines how a person can make a contribution,

the limt authorized by federal Ilaw, allows
departnment to reject or withdraw a contribution
that exceeds that annual limt or maximm [im:t

established by authorizing law or if designated
beneficiary is not eligible, and that financial
contractor nust report contributions to the |IRS.

Sec. 06.65.170: Limted investnment direction
Limts to two the nunber of tinmes a program
account investnent can be changed.

Sec. 06.65.180: Change of designated beneficiary.
Al'l ows a designated beneficiary or representative
to change beneficiary of an account to another
eligible individual in the famly.

Sec. 06. 65. 190: Di stribution for gual ified
expenses. States that wthdrawals from the
program accounts nmay only be used for qualified
expenses for the designated beneficiary.

Sec. 06.65.200: Rollover distribution. Subject to
federal |aw governing rollovers, a distribution
from a program account can be nmade to the sane
desi gnat ed beneficiary or anot her eligible
individual in the famly, and the tinmeframe for
that to be done.

Sec. 06. 65. 210: St at enent s. Requi res t hat
statenments re: program accounts be issued 4 tines
a year at tines established by the departnent and
that the program contractor provide related
information at the departnent’s request.

Sec. 06. 65. 220: Preparation and filing. I'n
addition to other reports a financial contractor
shall prepare and file statenments required under
state and federal |aw and ot her agenci es.

Sec. 06.65.230: Separate accounting. Requires a

financi al contractor to provi de separate
accounting for each program account.
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Sec. 06.65.240: Annual fee. Alows a financial
cont ract or may charge an  annual fee for
mai nt enance of a program account.

Sec. 06.65.250: Use as security. Prohibits a
program account from being used as security for a
| oan

Sec. 06.65.260: No state obligation. Declares
that the program does not create an obligation of
the state, departnment, or any agency to guarantee
the return of principal or pay interest on the
principal in a program account

Sec. 06.65.270: Confidentiality. Specifies that
program account information is confidenti al

Sec. 06.65.280: Exchange of information. Allows
the Departnment to exchange information with the
Departnent of Health and Social Services and
other state agencies to determne whether an
individual is eligible

Sec. 06. 65. 290: Tr eat ment under means test
prograns. Specifies the program account anounts
must be disregarded in determning eligibility
for neans-tested prograns

Sec. 06. 65. 300: Deposit from permanent fund
dividend. Allows deposits to program accounts
fromthe permanent fund divi dend

Sec. 06.65.310: Program expense fund. Establishes
program expense fund and describes it purpose and
operation

Sec. 06.65.320: Medicaid clainms: Allows that the
state nmay file a claim against the program
account of a beneficiary who dies.

Sec. 06. 65. 330: Gover ni ng I aw. Est abl i shes
federal law as governing to the extent of any
conflict with state | aw

Sec. 06. 65. 340: Regul ati ons. Requi res t he
departnment to adopt inplenenting regulations
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Sec. 06. 65. 350:  Annual report. Requires the
departnment to evaluate the program each year and
file an annual report on or before the start of
each | egi sl ative session beginning in 2018

Sec. 06.65.390: Definitions.

Sec. 3. AS 36.30.850(b): Adds ABLE program account
oversight as a responsibility of the Comm ssioner of
Revenue

Sec 4. AS 40.25.120(a) is anended to create an
exception to public inspection for nanes, addresses,
and ot her program account identifying information

Co- Chair MacKinnon queried the location of the Section 4
within the bill.

[ Section 4 was | ocated on Page 11.]

2:45:39 PM
AT EASE

2:46: 29 PM
RECONVENED

2:46: 58 PM

Ms. Ski pper continued to discuss the Sectional Analysis:

Sec. 5: AS 45.55.990(32): Excludes program accounts
fromthe definition of “security”

Sec. 6: AS 47.07.055: Allows the state to file a claim
agai nst the designated beneficiary’ s program account
after the individual dies

Sec. 7: Transition

Requires the Departnent to file its first report
on the program on or before the first day of the
Second Regul ar Session of Thirtieth Al aska State
Legi sl ature (2018)

Sec. 8: Transition
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Allows the Departnment to adopt regulations, but
not before the effective date of the provisions
aut hori zing the Al aska ABLE savi ngs program

Sec. 9: Effective Date

Section 8 takes effect imediately

2:48: 02 PM

Co- Chair MacKi nnon CLOSED public testinony.

2:48: 24 PM

STUART  SPI ELMAN, AUTI SM  SPEAKS, WASH NGTON DC (via
tel econference), testified in support of the |egislation.
He stated that 40 states had enacted simlar |egislation.

Co- Chair MacKi nnon wondered whether DHSS had any comments
or concerns pertaining to the bill.

2:49: 20 PM

MARGARET BRODI E, Dl RECTOR, DVISION OF HEALTH CARE
SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL  SERVI CES
ANCHORAGE (via teleconference), testified that there was a
potential benefit to the departnent because over tinme the
anount that the departnent would spend for disabled
i ndi vi dual s coul d decrease.

2:50: 08 PM

Co-Chair MacKi nnon asked whet her t he adm ni stration
supported the bill.

Ms. Brodie replied that the administration supported the
| egi sl ation.

2:50: 26 PM

KRI STEN VANDAGRI FF, ALASKA GOVERNORS COUNCI L ON
DI SABI LI TI ES AND SPECI AL EDUCATI ON, ANCHORAGE (via
tel econference), spoke in support of the bill. She said
that the bill would be a great tool for individuals and
their famlies to be nore independent and self-sufficient,
and to be able to join the workforce.
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CSHB 188(FIN) was HEARD and HELD in conmittee for further
consi derati on.

2:51:12 PM
AT EASE

2:53:10 PM
RECONVENED

#hb83
CS FOR HOUSE BI LL NO 83(JUD)

"An Act relating to collecting information about civil
l[itigation by the Al aska Judicial Council; repealing
Rule 41(a)(3), Alaska Rules of G vil Procedure, and
Rules 511(c) and (e), Alaska Rules of Appellate
Procedure; and providing for an effective date."

2:54: 21 PM

Represent ati ve LeDoux presented the sponsor statenent:

HB 83 el i m nat es t he automati c reporting of

information about <civil case settlenents currently
required by law. This bill follows the advice of the
Judicial Council, which has recommended that the
| egislature do away wth this requirenent. Passing
this bill wuld save noney and tinme by freeing
attorneys and litigants from an unnecessary and

functionally wuseless submssion of data which the
Judi ci al Council sees no point in collecting.

It is part of the job of the legislature to elimnate
waste and to nake governnent nore effective

Di scardi ng needl ess data collection requirenents is an
easy way to achieve cost-savings and streamine
government. HB 83 does exactly this.

| urge your support for the swift passage of HB 83.

2:55:28 PM

AMY M CHEL, STAFF, REPRESENTATIVE LEDOQUX, discussed the
Sectional Analysis (copy on file):

Senat e Fi nance Comm ttee 24 04/ 12/ 16 1:37 P. M



Section One: Repeals Alaska Rules of Civil Procedure
Rul e 41(a) (3) and Al aska Rul es of Appellate Procedure
Rul es 511(c) and (e).

Section Two: Repeals AS 09.68.130 which requires
reporting of civil litigation information to the
Al aska Judici al Council.

Section Three: Per the Al aska Constitution, repealing
court rules requires a 2/3 mpgjority of both bodies.

Section Four: Provides for an effective date

Co- Chai r MacKi nnon OPENED public testinony.

2:56: 51 PM

SARAH BATTON, ATTORNEY, GROH EGCGERS, ANCHORAGE (via
tel econference), testified in support of the bill. She
stated that the bill would save noney and tine for all

parties invol ved.

2:58: 01 PM

KEN JACOBUS, ANCHORAGE BAR ASSCCI ATION, ANCHORAGE (via
t el econference), spoke in support of the bill. He said that
the bill was supported by nmany of +the state's bar

associ ations and was seem ngly unopposed.

2:59: 45 PM

Co- Chair MacKi nnon CLOSED public testinony.

3: 00: 04 PM

Co-Chair MacKinnon solicited closing coments from the
sponsor.

Represent ati ve LeDoux urged passage of the |egislation.

CSHB 83(JUD) was HEARD and HELD in commttee for further
consi derati on.

3:00:19 PM
AT EASE

3:01: 09 PM
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RECONVENED

#hb289
HOUSE BI LL NO. 289

"An Act relating to the nenbership of the Board of
Bar bers and Hairdressers.”

3:01: 27 PM

REPRESENTATI VE GABRI ELLE LEDOUX, SPONSOR, explained that
t he | egi sl ation:

House Bill 289 creates equal board representation for
all licensees governed by the Board of

Barbers and Hairdressers. The board oversees the
licensing of 2,271 hairdressers; 962 manicurists and
nail technicians; 542 estheticians; 151 barbers; and
146 tattoo and piercing artists.

The existing board structure has 1 hairdresser, 1
hairdresser wth an esthetician certification, 1
tattoo or piercing artist, 1 public nenber and 2
bar bers.

In 2015, the |egislature passed HB 131, which required
mani curists and nail technicians to becone |icensed
t hrough the board; however the existing statute does
not provide for representation from that sector of the
i ndustry. HB 289 fixes this by increasing the board
from6 to 7 nenbers, so that the second |argest body
of licensees the board oversees has a seat at the
table to represent their trade.

HB 289 reallocates one designated barber seat to a
licensee at-Iarge. This alteration reflects the
changes in the industry. Wen the board seats were
originally allocated, over 1,200 barbers were |icensed
in Alaska. That nunber has fallen to 151 |Iicensed
barbers today. The reallocation of one nenber alters
the board conposition to better reflect the current
i ndustry nenbership | evels.

| ask for your consideration and support of HB 289.
Co- Chai r MacKi nnon OPENED public testinony.

3:04:11 PM
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GLENDA LEDFORD, CHAIR, BOARD OF BARBERS AND HAI RDRESSERS,
WASI LLA (via teleconference), spoke in support of the
| egislation. She particularly supported the addition of
mani curists and nail technicians to the board. She added
t hat the board voted wunaninously to  support t he
| egi sl ati on.

3: 05: 59 PM

JEANNI NE JABAAY, BOARD OF BARBERS AND HAI RDRESSERS, HOPE
(via teleconference), spoke in strong support of the
| egi slation. She noted that there was an overrepresentation
of barbers on the board, given the nunber of barbers in the
state. She believed that that manicurists and nai
techni ci ans should have a seat on the board and that the
odd nunber of board menbers illustrated best practices for
the small board that governed a |arge nunber of |icensees.
She furthered that adding a seventh nenber nade it easier
to attain a quorum She said that when the statute was
created the state had over 1200 barbers, as of January 2016
the nunmber was 152, which had led to the current
overrepresentati on of barbers on the board.

3:09: 30 PM

Senat or Bi shop queried the decline of barbers in the state.
Ms. Jabaay replied that she did not know.

3:10: 09 PM

Co- Chair MacKi nnon CLOSED public testinony

HB 289 was HEARD and HELD in commttee for further
consi derati on.

3:10: 51 PM
AT EASE

3:11: 49 PM
RECONVENED

#hb231
CS FOR HOUSE BILL NO. 231(FIN)

"An Act extending the term nation date of the Board of
Parol e; and providing for an effective date."
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3:12: 07 PM

ESTHER M ELKE, STAFF, REPRESENTATIVE BOB LYNN, testified
that the Board of Parole currently served in Al aska as the
authority over parole setting. She said that it was
currently set in statute to be termnated on June 30, 2016;
HB 231 originally extended that date to June 30, 2022, but
the nost current version of the bill extends it to June 30,
2020. She relayed that the board was audited in 2015. The
audit included and exanmination of the board' s perfornmance,
in light of the 11 sunset criteria points provided wthin
Al aska statute. She continued that the Division of
Legislative Audit had found the board to be in good
st andi ng, but provided 4 recommendations to inprove
oper at i ons:

1. The executive director should inprove procedures to
ensure required docunentation for parole hearings is
accurate and consistently included in parole files.

2. The executive director in coordination wth DOC
managenent should inplenment docunentation standards to
ensure all offender and victim notifications are nmde in
accordance with statutory requirenents.

3. The board should ensure proposed regul ati ons address all
statutory requirenents related to its duties.

4. DOC s Adnministrative Services Division director should
take steps to ensure ACOVS conplies with state information
technol ogy security standards and national best practices.

MVs. Melke shared that the board agreed wth the
recomrendations. She related that HB 231 would fulfill the
constitutional requirenent that the state establish a
parol e system that kept Al askans safe. She noted that the
fiscal note would cover the boards operating costs and had
al ready been included in the Operating Budget.

3:14: 28 PM

KRI'S CURTI S, LEGQ SLATI VE AUDI TOR, ALASKA DIVISION OF
LEG SLATIVE AUDI T, expl ai ned that the division had
concluded the board conducted its busi ness in a
prof essional and efficient manner, and recomended a 6 year
extension. She said that an 8 year extension had not been
recommended because of the current wuncertainties in the
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field of corrections. She furthered that the division felt
that that the new risk assessnment tool that the departnent
had just inplenented required |egislative oversight earlier
than in 8 years. She nentioned the 4 recommendations nade
by the division, and noted that they were admnistrative
and had not inpacted the recommendation for extension. She
noted that the recommendations could be found on Page 9 of
t he audi t (copy on file). She reiterated t he
recommendations. She echoed that the board and the DOC
concurred with all of the division's recomrendati ons.

Co- Chai r MacKi nnon OPENED public testinony.

Co- Chair MacKi nnon CLOSED public testinony.

3:18:46 PM

JEFF  EDWARDS, DI RECTCOR, PARCLE BQARD, DEPARTMENT  OF
CORRECTI ONS, = ANCHORAGE (via teleconference), introduced
hi nsel f.

3:18: 59 PM

Co- Chair MacKi nnon opined that the board was costing the
state $1 million in General Fund dollars. She queried the
nunber of enpl oyees on the Parol e Board.

M. Edwards replied that there were 6 full-time enployees
of the board, as well as 5 governor appointed sitting
menbers who were considered part-tine enpl oyees.

3:19:59 PM

Co-Chair MacKi nnon asserted that the board would need to
defend its $1 mllion dollars.

M. Edwards believed that the services that the board
provi ded would be vastly expanded through the possibility
of SB 91 because crimnal justice conmm ssions, on a globa
| evel, had been expanded and their duties increased. He
noted that prison populations were continuing to grow. He
contended that his was the only agency that could rel ease
i ndi viduals, who posed low risk, early. He felt that the
paroling authority provided a pathway to reintegration and
re-entry for lowrisk prisoners into society, which was an
efficient use of state dollars. He relayed that housing
lowrisk prisoners in jails was expensive and ineffective.
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He believed that the board would be at the forefront of
savi ng hard-bed costs for the DOC

3:22: 37 PM

Vice-Chair Mcciche queried a breakdown of the $852,000 in
personal services reflected on the fiscal note.

3:22: 55 PM

Co-Chair MacKinnon referred to Page 1 of the audit:

The board is funded by the general fund. Expenditures
are primarily for personal services, travel, and
office rental costs. Budgeted expenditures for FY 15
were $896, 700.

Co-Chair MacKinnon noted that there had been a staff
vacancy and wondered how |l ong the position renmai ned vacant.

M. Edwards replied that the position was vacant for a
period of tinme. He added that during the position's vacancy
t here had been an expansion of the Probation Accountability
and Certain Enforcenent (PACE) program which had provided
the board with an additional staff position. He said that
t he vacant position was filled once the board conpleted the
institution of t he new  program whi ch had been
| egislatively mandated through SB 64 [SB 64 was passed
during 2013-2014]

3:23: 57 PM

Co-Chair MacKinnon wondered whether the position had
remai ned vacant for all of FY 15.

M. Edwards agreed to provide that information.

Co- Chai r MacKi nnon under st ood t hat t he boar d was
dovetailing in with the PACE program which had resulted in
an additional position.

M. Edwards relied that one position control nunber (PCN)
had been designated to the parole board to support the PACE
program

3:24:42 PM
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Co- Chair MacKi nnon asked whether M. Edwards managed 6
i ndi vi dual s, while sonmeone el se managed t he PACE program

M. Edwards replied that the DOC supervised the individuals
on the actual program the board' s role was to identify who
was acceptable for the program and to track violations. He
added that the PACE position was responsible for analyzing
data and providing data on behalf of the departnents to the
ef fectiveness of the program

3:25: 25 PM

Co- Chair MacKinnon requested a witten docunent detailing
t he personal services and travel lines of the fiscal note.

CSHB 231(FIN) was HEARD and HELD in conmttee for further
consi derati on.

#hb268
HOUSE BI LL NO. 268

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

Co- Chair MacKi nnon OPENED public testinony.

3:26:47 PM

Co- Chair MacKi nnon CLOSED public testinony.

3:27: 07 PM

GENE THERRI AULT, STAFF, ALASKA | NDUSTRI AL DEVELOPMENT AND
EXPORT AUTHORITY, (AIDEA) testified that the first problem
that the legislation ainmed to address was the "narket
val ue" adjustnment entries. He said that in order for AlDEA
to get its audited financial statenent, new accounting
rules required that different assets that were held by the
authority be evaluated and mark-to-market adjustnments be
made during the fiscal year. Generally Accepted Accounting
Principl es (GA AP kept evol vi ng, whi ch required
recording of market value adjusting entries; essentially,
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act |ike sonething happened that did not happen, and book
it as though it did. He relayed that this would be
considered a "non-cash" adjustnent to the accounts that was
bringing an unnecessary anount of volatility to the
calculation of the dividend to the state treasury. He
pointed to Page 1 of the bill, which offered a definition
of mark-to-market fair val ue":

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

M. Therriault directed conmittee attention to Page 2,
whi ch showed that the |egislature had previously included
and exclusion nechanism in the calculation of the net
income for the purposes of AIDEA paying out a dividend. He
stated that the bill proposed adding the nark-to-market
evaluations to the exclusion so that the non-cash
adj ustments woul d be backed out and the true-net incone of
the authority would serve for calculating the dividend. He
continued that the second problem the bill would address
was the "dividend penalty”. Wen the value of a project had
been determned to have been permanently reduced, for sone
reason, G A A P required booking/recording an adjusting
entry between the bal ance sheet and the incone statenent to
reduce or renove sone or all of the value of an asset or a
project from AIDEA s balance. The resulting entry reduced
net inconme. The consequence (depending on the facts), could
possi bly either reduce the state's dividend from a project
it had funded due to an adjusting entry reducing value, or
have AIDEA paying a dividend on top of a project it had
funded due to an adjusting entry reducing value. The result
could be up to a 25 percent to 50 percent dividend penalty
from an adjusting entry. He noted that on Page 2 of the
bill noncash adjustnments and the wite-off of assets that
were purchased with outside sources of noney had been added
to the exclusion clause that had already been established
by the legislature. This would base the yearly dividend to
the state treasury on true net incone and would renove
unnecessary volatility in the ~calculation of t hose
di vi dends.

3:31:49 PM

Co- Chair MacKi nnon requested a Sectional Analysis for the
| egi sl ati on.
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M. Therriault noted that the Sectional Analysis reiterated
the 2 problens that the bill would correct.

3:32:31 PM

M. Therriault warned that swings in the volatility of the
di vidend woul d beconme nore pronounced wthout the passage
of the | egislation.

3:33:10 PM

M CHAEL  LAMB, CH EF FINANCI AL  OFFI CER AIDEA (via
tel econference), echoed M. Therriault's renarks.

3:33:40 PM

Co- Chair MacKi nnon asked whether the legislation was in any
way related to the purchase of a gas utility.

M. Lanb replied in the negative.

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

#
ADJ OURNVENT
3:34: 56 PM

The neeting was adjourned at 3:34 p.m
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