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HB 57 was HEARD and HELD in commttee for further
consi derati on.

HB 59 APPROP: MENTAL HEALTH BUDGET

HB 59 was HEARD and HELD in commttee for further
consi derati on.

PRESENTATI ON: PERVANENT  FUND  FORECASTI NG METHODOLOGY
VARI ABI LI TY and VOLATILITY D SCUSSION and REALIZED and
UNREALI ZED EARNI NGS PRESENTATI ON: CALLAN ASSQOCI ATES, | NC.

Co-Chair Seaton reviewed the agenda for the day. He asked
menbers to hold their questions until the presentation end.

NPRESENTATI ON: PERVANENT FUND FORECASTI NG  METHODOLOGY,
VARI ABILITY and VOLATILITY DI SCUSSION and REALIZED and
UNREALI ZED EARNI NGS PRESENTATI ON: CALLAN ASSOCI ATES, | NC.

1: 35:12 PM

GREGORY ALLEN, PRESIDENT AND DI RECTOR OF RESEARCH, CALLAN
ASSCCI ATES, INC., introduced hinself and provided sone
background information on Callan Associates, Inc. He had
been with the conpany for 28 or 29 years, since 1988. H's
firm worked with large institutional investors |ike the
Al aska Permanent Fund Corporation (APFC). The conpany's
clients represented about $2 trillion in assets. The
conpany worked with several large public entities including
public pension funds, foundations, endownents, corporate
pension funds, and corporate defined contribution funds.
The conpany provided three services. It helped clients with
strategi c planning which entailed deciding on a plan for an
entity's portfolio, determining which asset «classes to
include, estimting the expected return over time, and
establishing how to inplenment the asset classes. The firm
also helped conpanies noni t or their portfolios by
conducting performance neasurenents and reviewing the

i nvest ment managers who handle funding. Callan and
Associ at es, I nc. had a team that specialized in
under st andi ng i nvest ment manager s and i nvest ment

strategies. The conpany had assisted APFC for over 30
years. He had personally been involved with the Pernmanent
Fund (PF) for the previously 20 years. He had been invol ved
with doing a nodeling exercise to look at the expected
returns and the interaction of the capital markets with the
earnings reserve account (ERA), the market value, and
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inflation proofing. He felt he had a good handle on all the
nmovi ng pieces that went into understanding the finances of
t he PF.

Co- Chair Seaton recognized Vice-Chair Gara in the room

M. Allen introduced the PowerPoint Presentation: "Callan's
Return Projection Mthodology for the Al aska Permanent
Fund: Capi t al Mar ket  Expectations, Total Ret urn, and
Statutory Return"(copy on file). He turned to slide 2:
"Projected Returns.” He reported the nunbers to be nom nal.
for the Al aska Permanent Fund":

Backgr ound:

e Callan has namintained a financial nodel of the Al aska
Permanent Fund for the past 15 years, and provides
projections to assist the Board and Staff in the
managenent of the Fund.

« The nodel enpl oys capi tal mar ket proj ections
mai ntained by Callan, Fund specific information
provided by APFC Staff, and a sophisticated and
fl exi bl e nodel of the accounting framework to allow us
to test various spending and asset al I ocation

proposal s.
e The nodel uses Mnte Carlo sinulation to generate a
full range of potential outcones from best-case to

wor st -case, with associated probabilities.

e The nodel provides projections for many key financi al
vari abl es incl udi ng
o Total Return
Statutory Return
Mar ket Val ue
Ear ni ngs Reserve Bal ance
Di stributions

e The nodel has been used many tinmes over the years to
anal yze various proposals related to the Pernmanent
Fund, including three legislative proposals in
February of 2016.

o O 0O

M. Alen explained that Callan had nmaintained a financial
nodel of the PF, the Monte Carlo sinulation nodel, for the
prior 20 years. The nodel enpl oyed capital mar ket
projections which he wuld be discussing. They were
Call an's expectations for return, risk, and correlation for
the wvarious capital markets that were used in the
investnment portfolio. The firm was able to generate a wi de
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range of outconmes from best-case to worst-case. He stressed
that typically when discussing returns, people focused on
the mdpoint of the distribution of returns. However, it
was unknown what the return would be in any one year. The
Monte Carlo sinulation allowed his conpany to |ook at the
full range of returns and to assign probabilities around
them The nodel allowed Callan to do projections not only
for return but for statutory return (the realized return),
t he market value, the ERA bal ance, and distributions under
various formulas. For exanple, the conmpany used the nodel
in the previous February to evaluate three |egislative
proposal s that had been brought forward for different ways
to tap the PF going forward.

1:39: 01 PM
M. Allen advanced to slide 3: "Return Projections FY
2017":

Latest Projections for Total and Statutory Return:

e Return projection period was assuned to begin July 1,

2016.
e Market values and cost-basis inputs were as of June
30, 2016.

e 1l-year returns for FY 2017 do not take into account
performance in the first half of the fiscal year.

« Median 10-year total real return expectation is 4.70%
below the 5% real return expectation that has been
enpl oyed as a target by the APFC.

* The md-point of these distributions is just one
potential outcome. It is inportant to recognized that
the Fund takes on risk therefore there can be
significant variance relative to the md-point
proj ections.

M. Allen explained that the slide showed the |atest return
projections. They were calculated in the previous sumer
and fall of 2016. They reflected statutory and total return
projections. The 10-year projections were reflected at the
top of the slide. He pointed to the highlighted section
whi ch showed the mdpoint. He reported that 6.95 percent
was the total return projection and 6.24 percent was the
total statutory return. He indicated that they were nom na
and that the inflation projection over the sanme period was
about 2.25 percent. He relayed that by subtracting 2.25
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percent the result would equal the real return projections.
He re-enphasized that he was highlighting the mdpoints. It
was inportant to note that in Callan's way of thinking
there was about a 50 percent chance that the return could
be higher than 6.95 and about a 50 percent chance that it
could be lower. He directed nenbers not to focus too nuch
on the mdpoint. He did not want anyone to wal k away from
his presentation thinking that the PF would earn 6.95
percent every single year. There was a reasonabl e anmount of
risk built into the PF portfolio. However, he could al nost
guarantee there would not be a year in which the PF would
earn exactly 6.95 percent. Again, there was a 50 percent
chance that the return would be higher and a 50 percent
chance that it would be | ower.

Co-Chair Seaton asked M. Allen to clarify the total return
and the statutory return and the difference between the two
colums on the slide. M. Allen explained that the tota

return was a neasure of the market value at the end of the
year relative to the market value at the beginning of the
year. It had nothing to do with whether anything had been
realized, or whether it was incone or capital appreciation.
A large portion had to do with changing the prices, the
val uation. The statutory return was sort of a PF concept

It was the realized return. A statutory return worked such
that if the corporation received a coupon or a dividend
froma bond, it would be considered inconme counting towards
the statutory. If the corporation sold a stock or a bond
and it realized a gain or a loss, it would count towards a
statutory return. He suggested thinking of a statutory
return as being the realized return in any given year.

M. Allen continued that, typically, the statutory return
was |lower than the total return because the corporation did
not realize all its gains every year. The Pernmanent Fund
was invested in several different things such as real
estate and private equity. He suggested that even the
typical turnover (the percentage of the portfolio sold
bet ween the beginning of the year and the end of the year)
of the stock market was about 25 percent. In any given
year, APFC would only realize about 25 percent of its tota
capital appreciation. He continued that in a private equity
portfolio none mght be realized. Statutory return was
i nportant because it was what drove the size of the ERA
The corporation had to realize a return before the noney
could get noved into the earning reserve. He would provide
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nore detail later in his presentation in a section on
statutory return.

M. Allen continued to slide 4: "Capital Mar ket
Assunptions”:

Projected Return and Standard Devi ati on:

 Enpl oyed Call an’ s 2016 10-year capi tal mar ket
expectations for all nodels.

» Expectations are developed annually and wused for
strategic planning work for all client types.

 Represent |ong-term consensus expectations.

e Designed to wirk as a set-in optimzation and
simul ati on anal ysi s.

e Cenerally, these expectations evolve slowy with only
nodest year-to-year changes.

M. Allen indicated that the table on the slide provided
Callan's outlook for the followng 10 years for all the
di fferent asset classes enployed by APFC. The asset cl asses
i ncluded everything fromequities with an arithmetic return
of 9 percent down to several other asset categories. He
cormented that the APFC had a very diversified portfolio.
Callan had to cone up with a projection for each category.
He rel ayed that he had been hired at Callan in 1988 to work
on the process, which he had been involved with every year
since then. The projection return was a |ong-term 10-year
outl ook. He considered what was going on in the econony,
what was going on with interest rates and inflation, the
previ ous year projections, and what other participants in
the industry were saying. He suggested that the nunbers
could be viewed as "consensus" nunbers. He thought
conpetitors would have simlar nunbers.

M. Allen Scrolled to slide 5: "Capital Market Assunptions:
Proj ected Correl ation Matrix." He expl ai ned t hat
correlations act as a neasure of the way assets interact
with each other. He suggested that it was inportant to know
when assets had |ow correlation (when one item goes up, the
other item goes down at the same tinme). He provided the
exanple of an ice factory and a coal factory: coal was used
in the winter and ice was used in the sumer - they had | ow

correlation wth each other. He relayed that | ow
correlation was good because when putting tw things
together it reduced risk. It was inportant to know the
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correlations between asset categories to understand the
returns and the variability of returns when they were
conbi ned.

M. Allen noved to slide 6: "Assumed Asset Allocation.” He
suggested that the last thing he needed to know to get a
return projection and a risk projection was the asset
allocation of the PF. He pointed to the slide show ng the
target asset allocation adopted by the board in 2016. The
board went through an exercise of looking at this once a
year. He noted there was a strategic asset allocation and
the assunptions. There was an expected return of 6.95
percent with a standard devi ati on of about 12.5 percent. It
meant that there was a two-thirds chance that the return
over 10 years would be between 6.95 percent plus 12.38
percent and 6.95 percent m nus 12. 38 percent.

1:45: 20 PM

Co-Chair Seaton acknow edged Representative Pruitt had
j oi ned the neeting.

M. Alen proceeded to slide 7: "Statutory Net Inconme and
Per manent Fund Mechani cs":

 Understanding the mechanics of the Pernmanent Fund can
lend sone insight into the expectations for Statutory
Net I ncome which determines Statutory Net Return

e Statutory Net Return is the total of realized incone
and realized capital gains in each fiscal year

e The asset allocation determ nes the Fund's exposure to
a nunber of factors which, in turn, will influence the
Statutory Net Return over tine.

* Ratio of incone producing assets to capital gains
oriented assets

e Turnover
« Active versus passive nmanagenent

e The use of illiquid asset classes such as real
estate, private equity, infrastructure

W review the nmechanics of the Fund, and |ook at the
hi story of a nunber of inportant variables to help put
Statutory Net Inconme into context.

e Fund WMarket Val ue
e Ol revenue
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e Statutory Net Inconme (realized incone)
e« Earnings reserve bal ance

M. Alen wanted to delve into the topic of statutory net
income, which resulted in statutory return, and the
mechani cs of the PF. He relayed that statutory return was a
measure of the return generated by realized incone and
realized capital gains in each fiscal year which was the
anount that counted towards the earnings reserve and the
anount that could be spent. |If gains were not realized
nmoney could not be spent. He continued that statutory
return was nore conplicated than the total return because
it was dependent on some accounting variables. For exanpl e,
if returns were positive for a nunber of years on the fund,
the market value would rise well above the cost basis due
to prices going up. However, not all the gains would have
been realized and the cost basis would have stayed |ow. He
furthered that when there was a |l arge spread between market
and cost and turnover was done it supercharged the return

Conversely, if there were several bad years in a row, there
m ght be unrealized | osses and when there was turnover, the
|osses would be realized and reduce the size of the
earnings reserve. One of the netrics to be aware of when
t hi nki ng about statutory return was | ooking at the activity
for the previous 5 years. It was inportant to know whet her
the market was an up market or a down narket. A conpany
woul d generally realize about 25 percent of the capital
gains or capital losses in any given year in the nornal
operation of the PF. Although his point was subtle, he
thought it was inportant in terns of forecasting the
statutory return.

M. Alen continued to review slide 7. He explained that
turnover was another factor influencing the statutory net
return. There were nmany things that caused turnover
i ncl udi ng managers buying and selling stocks. Oher things
al so caused turnover, such as when the APFC had to raise
cash to make a distribution to the governnment or the
di vidend. The corporation had to sell securities which
would realize gains and cause the statutory return to
change.

M. Alen noted that when conpanies rebalanced, which
entail ed taking noney out of equities that had gone up and
putting them into bonds that had stayed flat, they were
selling equities. He nmentioned changing asset allocations

If the board canme in deciding to do sonething conpletely
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different, such as having a separate asset allocation for
the earnings reserve that was all in cash, it would have to
sell a bunch of stocks and bonds and realize a bunch of
gains to get frompoint Ato point B. Realizing a bunch of
gains would create turnover and raise the statutory return.

M. Alen discussed active versus passive managenent.
Active managenent had nore turnover and passive nanagenent

had less turnover. He also brought wup illiquid asset
cl asses such as real est at e, private equity, and
infrastructure that had very low turnover. He concluded
that the nore that APFC invested in illiquid asset classes,

the less turnover and the less gains realization as a
percent of the total. He thought the points he discussed
were inportant to understand because statutory return was,
in sone ways, nore inportant than total return as it
related to the Pernmanent Fund.

M. Allen continued to the chart on slide 8: "Mechanics of
the Permanent Fund." He wanted to provide a picture of the
rel ati onship between statutory return and the PF. Slide 8
showed a historical market value of the PF over tinme. He
reported that at the end of FY 16 there was a bal ance of
about $53 billion. There had been a steady rise. There had
been a couple of dips in 2002 and 2008 periods, but a
relatively stable path that sloped upwards.

M. Alen reviewed slide 9: "Statutory Net Incone." He
conveyed that in looking at the statutory return a nuch
nore volatile pattern could be seen. The statutory net
i ncone had varied much nore with respect to market crisis'
than the fund itself. He highlighted that in 2009 the
statutory net inconme was significantly negative. He
recalled that in 2009 it was a positive return year. He
expl ai ned that the reason statutory net incone was |ow, and
negative was because it was at a tine when the fund was
realizing the losses that had been incurred in 2008. He
conveyed that the statutory return lagged total return
because things had to be realized and usually they were not
realized until the next year or the following year. He
t hought it was possible that APFC could announce that the
total return for the year was 6 percent. However, the
statutory return could be -2 percent depending on the
events of the previous year. He wanted to point out the
potenti al di sconnect between the two neasures.

1: 50: 36 PM
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M. Alen detailed slide 10: "Statutory Net Incone
Proj ection: Conclusions":

e Statutory Net Inconme is influenced by a nunber of
different dynamic factors besides the total return on
the portfolio.

e The ratio of income producing investnments to capita
appreci ation f ocused i nvest nent s Wil | have a
significant inpact.

e The anmpunt of turnover in the capital appreciation
focused investnents will also have an inpact.

* Rebal ancing frequency between asset classes wll also
have a neani ngful inpact.

e Cash raised for distributions can accelerate the
realization of gains or losses in the portfolio and
wi |l have an inpact.

e Callan’s projections for statutory net incone are
probably on the high side due to the assunption of
guarterly rebal anci ng. APFC Investnent Staff enploys a
much nore efficient and sensible rebal anci ng approach
in practice.

M. Alen was at the end of his presentation and believed
he had covered the points listed on the slide. He thought
Callan and Associates, Inc.'s projections and expectations
were reasonable. The conpany had reviewed its perfornmance
in terns of projections. The conpany had never been exactly
correct, but was reasonably close in terns of a total
portfolio. He encouraged questions from nenbers.

Co-Chair Seaton referred to slide 3 regarding statutory
returns. He pointed to the 1-year and 10-year projections.
He asked about the period. M. Alen responded that the
period began July 1, 2016 through June 30, 2025, a 10-year
period. Co-Chair Seaton asked if the 1-year statutory
return would extend through June 30th of the current year.
M. Allen responded, "correct." Co-Chair Seaton wondered if
the 50 percent probability had a statutory return of 5.43
percent total. M. Allen responded positively.

Co-Chair Seaton asked if 2.25 was subtracted from the
anount to determne the real return. He wanted to bring up
2 different points regarding the 1-year projection. M.
Al'l en suggested that the year was already half way over
presently. The figures were done as part of the revenue
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sources projection book for the fall. Callan only had data
t hrough June. Prior to the election the performance of the
fund was not | ooking good. He woul d have suggested that the
5.43 percent might not be reached. He furthered that since
the election, there had been a rally in equity markets and
high yield markets. Anything that had risks had perforned
wel |, even energing markets. He thought that presently the
state was running ahead. He opined that many things could
happen in any given year that could nake the nunber off. He
mentioned that inflation was running a little less than
2.25 percent. He thought it would be about 1.5 percent at
the end of the fiscal year. He conveyed that 2.25 was the
| ong-term projection. The short-run was affected by just
the 6 nonths that had al ready occurred.

Co-Chair Seaton nmentioned having talked about 90 percent
realized earnings. He wondered if it neant, conpared to
total return, looking at a 90 percent asset turnover. He
thought M. Allen had reported the stock turnover was
generally 25 percent. M. Allen indicated that historically
the statutory return had averaged about 90 percent of the
total return. He had heard the nunber referenced before. He
added that in any given year they could vary wildly from
each other depending on what happened leading into that
year. He recomended thinking about the statutory return as
80 to 90 percent of the total return in up years - it was a
reasonabl e way of thinking about it. Interestingly, though

in areally negative year, not as many |osses were realized
in the statutory return in up years. However, in a negative
year the statutory return was substantially better than the
total return. They were related but were lagged relative to
one anot her.

1: 55: 01 PM

Co-Chair Seaton asked if it had sonmething to do with having
a loss in an asset in which case a conpany might be
inclined to hold onto it to let it recover. M. Allen
responded that the fund generally held onto assets. Many of
t hem had paper |osses, but the fund did not sell them as a
matter of course. A person could not sell their private
equity portfolio. Just because a stock portfolio went down
was not a reason to sell it. In fact, it mght be a reason
to buy nmore of it. He continued that in the day-to-day
operation of the fund a certain anmount of gains and | osses
woul d be realized every year.
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M. Allen inforned the commttee that when the fund started
it was invested entirely in bonds. He thought that was were
the statutory return concept was born. The primary source
of bonds was incone. They paid a coupon. Wen soneone
received a coupon, it counted towards statutory return.
Over the years, the fund has noved away from bonds and into
stocks, private equity, real estate, and everything else
| ncome was a nuch smaller conponent of the return. Capita
appreci ation had beconme a |arger conponent of the return
He reenphasized that the only way to get capita
appreciation to go into the return was by selling the stock
and realizing the gain.

Vice-Chair Gara referred to the bottom chart on slide 3. He
commented that the difference between the statutory and the
total return at the 50 percent I|ikelihood |level was pretty
close. At the 90 percent likelihood |level, the 1-year total
return was 22.26 percent, but the statutory return was only
8. 15 percent. He asked if the nunbers reflected not cashing
in much in realized earnings, but keep the stocks.

M. Alen indicated Vice-Chair Gara was exactly right. The
stock market could go up 20 percent in a year. However, in
a normal year an entity would not sell its entire stock
portfolio at the end of the year. It would be nore likely
to sell about 20 to 25 percent of it. He suggested that if
the return all happened at the end of the vyear, for
exanple, none of the return would be captured. It was a
matter of when a return took place and when purchases and
sales occurred. In the stock portfolio there was a natura
| evel of turn over which ran at about 20 percent to 25
percent per year. If a person |looked at it back 10 to 15
years, it was very stable. He projected that if a conpany
had a 22 percent year, going into the follow ng year there
would be a large difference between the paper value of a
portfolio and what was actually realized. He suggested that
even if the next year was negative, because the portfolio
was being turned over and realizing the enbedded gains, it
woul d be higher. He asked if nenbers understood what he was
trying to explain.

Vice-Chair Gara was not followwng M. Allen, but did not
need himto repeat hinself. He noted that many | egislators
were trying to eke out as nuch for dividends in the current
year and for public services. In looking at the 50 percent
level, the statutory return was predicted to be 5.43
percent. He wondered what M. Allen's projection was
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presently, and what the projected change would nean in
terms of noney in the ERA by the end of the fiscal year.

M. Allen speculated that if the market stayed where it was
between the present day and the end of the fiscal year, it
would not be unreasonable to expect about a 6 percent
statutory return in the current year (as opposed to 5.4
percent). He reviewed the fornula. He took 6 percent and
multiplied it by about $53 billion. The total equaled
approximately $3 billion which would be added to the
earnings reserve relative to the prior year's figures.

2:00: 33 PM

Vice-Chair Gara asked M. Allen to do the other cal culation
having to do with another half of a percent. He wanted to
know the anount of additional funding into the earnings
reserve. M. Alen thought it would be close to $250
mllion.

Representative Pruitt asked for an estimate of the returns
rather than the statutory returns. M. Allen responded that
it depended on what happened in the renmi nder of the year.
He had just done the perfornmance through Decenber 31st. He
t hought the funds went up about 8.3 percent. He thought the
anount was sonmewhere in the 4's. He suggested that if the
APFC went along at the exact sanme pace and the anobunt was
up 4.5 percent through Decenber the state would be closer
to 5.5 percent. He thought it was possible that with norma
type returns he could expect the percentage to be higher
than 6.7 percent. He did not believe 6.7, 7.5, or 8 percent
was out of the question. He commented that if the markets
reacted badly, the percentage could drop by 10 percent. He
remar ked that having been in the business for 28 years, the
noney nmanagers were the people who were paid a significant
amount of noney. Consultants were paid nmuch less. He
thought it was much easier to do a 10-year return rather
than a 1-year return. He remarked that 1-year returns were
crazy and were inpossible to get right. He preferred doing
10-year forecasts.

Representative WIlson asked if M. Alen would recommend
doing a Percent of Market Value (POW) for the state's
operating budget each year rather than putting it in
statute and binding the state.

2: 04: 08 PM
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M. Allen responded that from the standpoint of the health
of the fund, Callan and Associates, Inc. favored knowi ng in
advance about what would conme out of the fund and the tine
of the withdraws. Having clarity about those itenms would
make it nuch easier to operate the fund. He thought it was
an inportant point for nmenbers to take away. He noted that
the POW fornulas under consideration and as he understood
them had one very inportant conponent which was that they
were a percent of the average market value over 5 of the
prior 6 years. They excluded the npbst recent year. He
t hought a POW applied to 5 out of the previous 6 years
could be applied, it wuld be nmch better for the
operations of the PF. It wuld allow Callan and the
government to know a year in advance how nuch could be
pulled from the fund. H's conpany |iked the certainty
around a POW approach rather than an ad hoc nethod.
Planning could be done; investnent policies could be
i npl enented; and long-term decisions could be nade. In
choosing the right percentage it could be very sustainable
over the long run and could affectively inflation proof the
corpus. He thought one of the hallmarks of the fund had
been to protect the corpus against i nflation. He
highlighted the inportance of inflation proofing the
corpus, otherwse, it would nmean there would be less to
spend for future generations. He reiterated that with a

correct per cent age, a POW formula would naturally
inflation proof. He suggested a percentage between 4.5
per cent to 5 per cent was sust ai nabl e. | t woul d

automatically inflation proof because the state would not
be spending too nuch. A percentage of 5.5 or 6.0 would eat
into inflation proofing making it unsustai nabl e.

Representative WIson was talking about a fornula. She
agreed with M. Allen that the state should not just choose
a formula that |ooked good for the state. She thought
everyone recognized the need for containnent. She was
concerned about putting sonething into |law w thout having
any experience wth it. She was wondering how to choose a
nunber. She thought M. Allen was saying that even if the
state chose a formula, it also needed to choose a nunber
even if it turned out to be a wong nunber. Know ng the
nunber was better than not knowing it every year. M. Allen
agreed that it was inportant to choose a nunber. He
suggested that the state could always correct its course

| f the nunber was wong for long there would be pressure to
change it.
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2:08: 05 PM

Representative Grenn thanked M. Allen for his explanation
and Representative WIson for her question. He thought it
was clear the inportance of the issue.

Representative Guttenberg referred to the history of the
fund and remarked that the legislature had indicated its
expectations of the fund and provided sone directions. |If
the state nmoved to a POW or sonething else, he wondered
about setting up a process for shifting the state's asset
all ocations and investnment style to fit the direction the
state would be headed in. He wondered if the state would
increase risk or provide nore stability.

M. Alen responded that iif the right percentage was
chosen, the asset allocation would not have to be changed
at all. He elaborated that Callan worked with several |arge
pensi on funds. Pension funds 10-15 years previously the
expected returns and the actual returns ran at about 8.5
percent. In the 2000s there had been 2 large financial
crisis' and the returns were disappointing. Mny of the
pensi ons had fallen behind in terns of the assets that they
had to cover their liabilities. There was a significant
anount of pressure on decision nakers to make up the gap.
However, they did not want to go after the tax payers to
stop fixing the roads to make up the gap. A |arge anmount of
pressure had been placed on the investnent staffs to take
on nore risk. Another inportant take-a-way was that if a
hi gh percentage was chosen, it would put pressure on the PF
to take additional risk. He reported that when nore risk
was taken there was greater volatility, for loss and for
not being able to protect persons in power of the fund. It
woul d introduce volatility to the payout as well. H's sense
was that, from the legislature' s standpoint, having sone
consistency in the payout from year-to-year made budgeting
much easier. He added that by forcing the PF to take nore
risk, by asking for a lot of noney, it would naturally
introduce nore volatility into the paynment stream He
thought it would be aggravated trenmendously and advised
against it. He had not previously discussed the earnings
reserve. A three-fourths vote was required to change the
concept of the earnings reserve in the constitution. He
asked Ms. Rodell to correct him He had always been under
t he i mpressi on t hat t he cor pus was prot ect ed
constitutionally.
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2:11:50 PM

ANCELA RODELL, EXECUTIVE DI RECTOR, ALASKA PERMANENT FUND
CORPORATION, clarified that the ERA was created in statute
and not in the constitution. A nmpjority vote of the body
was required to appropriate noney. It was available for
appropriation at any tinme in its entirety. Wile all the
things M. Alen spoke to about percent and asset
all ocation were 100 percent correct and which she agreed
wi th, she rem nded nenbers that because of the ability and
right to appropriate and not knowing how nuch mght be
taken out in the first year if it was different than the
percent, it would influence how the APFC thought about it
going forward. Inflation proofing of the corpus only cane
with appropriations from the earnings reserve back to the
corpus. The corpus did not grow its value inherently and
would get to keep that value. It turned all its gains to
t he ERA

M. Allen thanked Ms. Rodell for the correction. He thought
of the ERA as being the difference between the corpus (the
protected piece that could not be touched wthout a
constitutional <change) and the rest of the fund. He
reported that there had been tinmes since his involvenent
that the ERA had a zero balance at the start. There was a
time where if there was a balance in the ERA after the
dividends were paid out it would be appropriated back to
the corpus to protect and grow the corpus. The danger in
doing that was that the year would begin wth nothing in
the ERA. He reenphasized that if a percentage was chosen
that was too high, it would drain down the earnings reserve
over time, making it smaller and smaller relative to the
corpus. If there was a big negative year the ERA could
potentially go to zero and nothing could be spent. He was
providing the information to encourage nenbers to be
prudent in choosing the percentage to maintain the fund' s
pur chasi ng power at a sustainable level and to maintain the
corpus. Currently, the state had a very healthy earnings
reserve. It was as large as he had ever seen it. The
state's ability to spend in the future would be inhibited
if the state were to eat through its cushion in conjunction
wi th experiencing a nunber of negative years in a row.

2:14: 59 PM
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Representative Ortiz asked about the variability in the 2.2
percent inflation rate. If it was highly volatile, he
wondered how it would inpact the rest of the picture. M.
Allen thought inflation was an interesting variable.
Inflation from one year to the next did not tend to nove
around very nuch. Inflation would not increase from 1
percent inflation to 9 percent inflation in a single year.
It had never happened before. In terns of inflation's
standard deviation volatility was low, 2.25 with a standard
deviation of about 1.5 percent. It had another feature
referred to as autocorrelation, which neant that it
trended. The episodes of trending inflation, like in the
1970s, w ped out purchasing power and wealth. The one thing
that had changed since the 1970s was the central banking
focus on keeping inflation under control. There were nuch
fewer checks and bal ances on inflation when the last |arge
inflation episode occurred then there were presently. There
were things happening in the econony that made it | ook like
inflation would start picking up. He did not want to state
that it would get out of control However, the |abor markets
in the US had never been as tight for 20 years. Al aska was
a service-based econony and |abor was a large part of the
i nflation equati on.

M . Allen reported that inflation had been kept
artificially lowin the US because of 2 things: there was a
huge decline in energy prices and the rising dollar. There
had been a trenendous run where the dollar had increased
relative to other currencies, which had nmade inporting
goods cheap. There had been a perfect storm to Kkeep
inflation low He believed sone of those factors were
comng to an end. Although 2.25 percent was low relative to
what he thought he would see in the current year, it was a
reasonable estimte for the followng 10 vyears. He
suggested that it could be higher as well. He suggested
that if inflation was 2.25 and the fund was not inflation
proofed the corpus would be 2.25 percent less than it was
bef or e.

2:18:16 PM

Co- Chair Seaton asked about slide 10 and the statenent on
the bottom having to do wth quarterly rebalancing. He
wondered about the inportance of the caveat M. Allen
i ncluded. He wondered by how nuch he was estimating on the
high side. M. Alen did not think it would be nore than
three-tenths of a percent. He added that APFC was carefu
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in the way it managed noney to reduce unnecessary turnover.
He continued that when stocks were sold comm ssions were
paid which costed noney. One way to minimze the amunt of
transaction costs over the course of a year was to reduce
turnover. In his nodel he had to assune that when stocks
went up and bonds went down he had to sell the stocks to
stay at the target asset allocation. In the case of the PF,
the corporation m ght sel | its stock to pay the
distribution, rather than to buy bonds. The corporation was
crafty at how it nmnaged the turnover issue. It ended up
being a little bit lower than what he had projected. It
neant that the realized return would be slightly |ower than
what he projected.

Co- Chair Seaton provided his understanding which was that
the state had not been structuring the draw such that they
woul d drive his asset selling to put noney in the ERA He
offered Ms. Rodell an opportunity to clarify that point one

way or the other. He asked Ms. Rodell if she was selling
assets to put noney in the ERA for allocations, or if her
i nvest ment strategy was independent of the state's
potential cash needs. M. Rodell confirmed that the

investnments were not being driven by a particul ar outcone.
She spoke to M. Allen's point. For exanpl e, t he
corporation knew what the amount of the transfer for the
dividend would be because it had the 4.5 vyears of
performance. The corporation nade an estimte about the
final 6 nonths to know what the cash transfer would be. She
thought M. Allen was illustrating the APFC, in planning
for a cash transfer, mght decide to start selling stocks
to generate the cash presently or perhaps a nonth from the
current day to reduce the transaction costs rather than
doing it automatically to have a forced rebalancing. His
conputer nodel required a forced rebalancing to hit the
nunber. She appreciated the opportunity to clarify on the
record what the corporation did on that front.

Co-Chair Seaton asked if the corporation's basic investnent
strategy would change based on the nodeling wth a POW
statutory requirement going forward at a range of 4.75
percent to 5.25 percent. M. Rodell did not believe so
because, as M. Allen testified earlier, it provided the
corporation nmuch nore certainty as to what the nunber woul d
be. It nmeant that the corporation would be able to take

| onger-term positions and to nmake  better i nvest nent
deci sions about the balance. There would not be an
expectation or an unforeseen transfer in which the
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corporation would need to pull nore cash than necessary due
to unpredictability.

2:22:56 PM

Co-Chair Seaton asked about the nechanism in several bills
that talked about 4 to 1 after the draw and anythi ng above
the amount being transferred internally for inflation
proofing. He asked if it would drive or change any of the
corporation's investnent strategies either way. M. Rodel
responded, "No, | don't believe it would change any
i nvest ment strategies."

Representative Guttenberg ment i oned usi ng t he term
"investnment strategies.” He noted the term "Mechanics of
t he Permanent Fund" used on slide 7. He asked if the terns
were interchangeable. He asked if she would describe it
differently - between what the state was currently doing
and what it would do if the state had a POW nodel. M.
Allen replied that when he was tal king about the nechanics
of the PF in this context he was tal king about the current
spending policy: the interaction of the corpus and the
earnings reserve and the way the distributions were
determined. He I|ooked at the POW nodel as being a
different set of nechanics. Under the current spending rule
the corporation was not spending 5.25 percent or 4.75
percent. It had been 1.5 percent to 2.0 percent. The
| argest change that was being contenplated was the anount -
as long as the rules were clear and well known in advance.
In looking at the way the «current distribution was
determned, it was based on 5 years of realized earnings.
It was as if it had a 5-year average built into it already.
A five-year POW was not a huge shift and the corpus was
protected under both paradignms. The substantive difference
was t he percentage.

Representative Cuttenberg asked if the rules needed to be
recalibrated. The committee had heard that when the
| egi sl ature changed sonething significant very strong
structural rules were needed to know the effects of the
change and whether the change was durable from one year to
the next. He asked M. Allen what rules needed to be
recal i brated based on his | ooking at what had been proposed
in the previous year and what had been proposed in the
current year.
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M. Alen commented that there had been a spirit of
cooperation between the three bills offered in the previous
year. He noted that the legislation put forth by the
governor was the nost different of the three bills. He
liked that all three pieces of |legislation had an averaging
formul a based on the average of the first 5 out of 6 prior
years. The Percent of Market Value was then applied to the
average. He did not believe any of the previous POW
concepts had contained that forrmula. It provided 1 year
where everyone was aware of how much woul d cone out of the
fund. Another inportant piece was whether the fund woul d be
explicitly inflation proofed. He thought the issue was
controversial. He did not want to take sides but offered
the committee sone information. He indicated that if the
fund was inflation proofed it would require the |egislature
to appropriate a certain percentage back to the corpus
every year. It had the benefit of ensuring that the corpus
grew with inflation which would make the earnings |arger
for future generations or at |least the same on an inflation
adjusted basis - a noble goal. The risk with inflation
proofing was that it reduced the size of the earnings
reserve and reducing the size of spending. He continued
that a conbination of high spending, high inflation,
negative returns, and doing inflation proofing, would
reduce the size of the earnings reserve. The buffer, in
some sense, would be eroded. The nice thing would be that
the corpus would be larger and would generate future
earnings. He thought it was inportant to know in advance
whet her inflation proofing was going to happen every year
or every so often. He suggested that an ad hoc policy
around inflation proofing would nuddy up the rules and
woul d create greater uncertainty. Uncertainty was the worst
ci rcunstance for investnent people.

2:29: 01 PM

Vice-Chair Gara nentioned that every time M. Rodell cane
before the committee, nenbers asked her if 5.25 percent was
okay. He was glad it was still okay because he thought that
to get out of the fiscal crisis, at least for a few years,
it would probably be what the |egislature would have to do
to possibly increase the dividends and to have as nuch of a
government payout for services as possible. He asked about
her caveats. He wondered about the idea of revisiting
whether the nmarket was responding as predicted. He
understood her to want a 3 or 4-year revisit.
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Ms. Rodell responded that it went back to the question
about whether the corporation got the percentage correct.
It gave the corporation an opportunity to |ook at what was
happening to the ERA in light of the size of the draw that
occurred, what was happening in the state, and whether
there was pressure about taking additional nonies out of
the ERA over and above the POW because of revenues not
being replaced or gener at ed. It gave everyone an
opportunity to push the reset button if the |egislature
want ed to.

Vice-Chair Gara was aware Director Rodell would like to
have as nuch inflation proofing as possible. He thought she
had been cl ear about that point. He asked her opinion about
any excess over the anmobunt of 4 times the draw going
straight into the principle. It would be a way to deal wth
inflation proofing, maybe not in the current year, but a
significant armount of inflation proofing |ater.

Ms. Rodell thought it was good to recognize the inportance
of inflation proofing. She was concerned if it was repeal ed
altogether that the narrative would beconme that inflation
proofing did not have a role or was not inportant to the
corpus or to future generations. She confirmed that it was
accept abl e.

Vice-Chair Gara thanked Ms. Rodell. He could work around
her response.

Co-Chair Seaton drew everyone's attention to slide 6. He
noted that one of the things the commttee had been | ooking
at was volatility. He pointed to the standard deviation of
plus or mnus 12.38 percent around an expected return of
6.95 percent. He noted having requested LFD to calculate
the 9-year actuals and applying the nunbers to the returns
and applying themin reverse as well. He appreciated LFD s
work. He thought the slide enphasized the inportance of
thinking of a single nunber and a snoboth curve. He thought
it was inportant to do what was possible to snoboth out
t hi ngs through mechanics. He wanted to always renenber this
particular slide and the slides provided by LFD about
vol atility.

Co-Chair Seaton indicated the commttee would be taking up
subcommttee reports for the Ofice of the Governor, the
Department of Revenue (DOR), and the Departnment of Mlitary
and Veterans Affairs (DWA). He noted that all subconmttee
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actions were to Section 1, the nunbers section. The
reported subcommittee recomended anobunts mght be an
i nconpl ete picture of a departnent's budget.

2:34: 00 PM
AT EASE

2: 35: 36 PM
RECONVENED

#hb57
#hb59
HOUSE BI LL NO. 57

"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for

certain pr ogr ans; capitalizing funds; anmendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl enental appropriations and reappropriations, and
maki ng appropriations under art. | X, sec. 17(c),

Constitution of the State of Al aska, from the
constitutional budget reserve fund; and providing for
an effective date."

HOUSE BILL NO. 59

"An Act nmeking appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensive nental health program and providing for
an effective date."

2:35:36 PM

Co- Chair Seaton noted that all subconmmttee actions were to
Section 1, the nunbers section of the budget. The reported
subcomm ttee recomended budget anobunts mght be an
i nconplete picture of the departnent's budget. He relayed
that after the commttee conpleted the subcommittee
amendnent process including the |anguage anendnents that he
woul d propose, a new comm ttee substitute work draft of the
bill along with the reports that would include both the
nunbers and the |anguage appropriations providing a nore
conplete picture of each agency's budget totals. The
subcomm ttee reports were distributed to nenbers the
previous day and were posted on the Legislative Finance
Division's website. Since he was the subcommttee chair for

House Fi nance Committee 22 02/23/17 1:33 P. M



the Ofice of the Governor and the Departnment of Revenue he
woul d begin with his reports.

Co-Chair Seaton reported that the finance subconmittee for
the Ofice of the Governor had no anendnents to consider
nor did the governor. As the subcommttee chair he
recommended no changes to the Ofice of the Governor's FY
18 budget. He read the budget totals by fund source:

The budget totals:

Fund Source: (dollars are in thousands)
Unrestricted General Funds (UGF) $23,135.8
Desi gnated General Funds (DGF) -0-
O her Funds 838. 3
Federal Funds 205.0
Total $24,179.1

The Unrestricted Ceneral Fund difference from FY15
Managenent Plan to the FYlI 18 Governor budget is a
reduction of $8.9 mllion, a decrease of 27.7 percent.
From FY17 Managenent Pl an, the FYl 18 Governor budget
reflects an wunrestricted general fund increase of
$279.7, an increase of 1 .2 percent.

2:38: 06 PM
AT EASE

2:38: 26 PM
RECONVENED

Co- Chair Foster asked Co-Chair Seaton to provide his next
subconmi ttee report.

Co-Chair Seaton recommended two budget anendnents for
consideration by the House Finance Commttee and several
recommendations to various policy commttees for statutory
changes. He read fromthe subconmttee report:

The budget if theses anmendnents are adopted totals:
Fund Source: (dollars are in thousands)
Unrestricted General Funds (UGF) $25, 646. 4
Desi gnat ed General Funds (DGF) $2,587.5
O her Funds $269, 013. 3
Federal Funds $78, 665.5
Tot al $375, 958. 7

Posi ti ons:
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Permanent Full-time 812
Permanent Part-tinme 33
Tenporary 16

Tot al 861

If these anendnents are adopted, the Unrestricted
CGeneral Fund difference from FY 15 Managenent Plan to
the FY 18 House Subconmm ttee Recommended Budget is a
reducti on of

$8.185 million, a decrease of 24.2 percent.

The Unrestricted CGeneral Fund difference from FY 17
managemnent pl an to Fy 18 House Subconmi ttee
Recommended Budget is a reduction of $455.2 thousand,
a decrease of 1.7%

2:40: 35 PM
AT EASE

2:40: 52 PM
RECONVENED

Co-Chair Seaton read the recommendati ons for DOR

The followng statutory recomendations are also
submitted to the House Finance Committee

1. A recomendation to the House State Affairs
Commttee: Anmend AS 43.23.008 to consider repealing
al | owabl e absences for the Permanent Fund Dividend. In
2016, 26,524 dividends were paid to people with an
al l owabl e absence from the state. According to a
study, many of those who claim allowable absences do
not return to the state. 64% of students did not
return, and 81% of those acconpanying soneone else
with an allowabl e absence did not return to the state.
17% of all appeals through the Permanent Fund Divi sion
relate directly to allowable absence clains. Repealing
al l omabl e absences would increase the value of the
Permanent Fund Dividend for those residents that
remain in the state.

2. A recomendation for the House State Affairs
Commttee: Consider anending AS 43.23 to include
directives or incentives to transition to a conpletely
paperless environment for Permanent Fund Dividend
Appl i cati ons. I ncentivizing paperless applications
woul d reduce the current printing and postage costs of
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$120,705.57. It wuld also reduce the nunber of
seasonal enpl oyees necessary to process paper
appl i cati ons, with a corresponding decrease in
$239, 000 i n seasonal personal costs.

3. A recommendati on for t he House Fi sheries
Committee: Amend AS 43.75 to change the anount of
fisheries taxes distributed to local conmmunities and
direct that revenue to fund direct nmanagenent of
fisheries. Currently 50% of fisheries taxes collected
by the state are distributed to nunicipalities.

4. A recommendati on for t he House Fi sheri es
Commi ttee: Reconsider AS 43.75.015(b)-(d) and AS
43.77.010(1) to determne if the reduced tax rate for
small fish processers and the reduced tax rate for
devel oping fisheries are effective or if the reduced
rates should be repealed or nore narrowy defined.
These three indirect expenditures currently cost the
state an estimted $525,852 in foregone revenue.

5. A recommendati on for t he House Educati on
Conmittee: Anend AS 43.20.014, AS 43.55.019, AS
43.56.018, and AS 43.77.045 to renove the 100% | evel
of the education tax credit. Currently the first
$100, 000 of an eligible contribution receives a credit
of 50% the next $200,000 is credited at 100% and
contributions above $300,000 is credited at 50% This
credit can be taken across nultiple tax types.
Reducing the 100% | evel of the credit would reduce the
nore than $7.4 million in foregone revenue.

6. A recomendation for the House State Affairs
Comm ttee: Amend AS 43.52.255 to renove the deduction
of local levies against the Commercial Passenger
Vessel Tax. This deduction results in an estinated
$13,559,5558 ($13.56 nmillion) in forgone state
revenue.

7. A recomendation for the House Transportation
Comm ttee: Anmend AS 43.40.010(c) and AS 43.98.025(d)
to repeal or anend the notor fuel tax tinely filing
di scount and the tire fee tinely filing credit, which
resul t in forgone revenue of approximately $66
t housand each. Further, reconsider the conmmerci al
passenger vessel tax 72-hour voyage exenption under AS
43.52.295(4), which has likely nodified cruise ship
voyage plans in order to avoid the tax.

8. A recommendation for the House Labor and Comerce
Commttee: Amend or repeal AS 43.60.010(c), which
reduces the beer and malt beverages tax from $1.07 a
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gallon to 350 a gallon for the first 60,000 barrels of
beer sold in the state froma brewery who neets the
US definition of a small brewery. 35% of this
reduced rate is clainmed by out of state breweries. The
estimated forgone revenue is $2.6 mllion.

9. A recommendati on for t he House Resour ces
Conmittee: As  27.30. 030, AS  43. 20. 044, and AS
43.62.010, relating to mning license tax exenptions,
credits, and deductions, should be re-exam ned by an
interim taskforce. Some of these deductions and
credits were established pre-statehood and may no
| onger neet intent. Estinmated known foregone revenue
exceeds $6 mllion, with nore foregone revenue that is
not tracked.

10. A recommendation for t he House Resour ces
Conmittee: Sunset AS 43.20.053, the in- state refinery
tax credit, on Decenber 31, 2017. The current sunset
date is Decenber 31, 2019. |If all three in-state
refineries were to claim this credit each year it is
avai l abl e, changing the sunset by tw years could
result in savings of $60 million. However, because of
t he nunber of tax payers involved it is inpossible for
Revenue to report how nuch has been clained under this

credit.
11. A recommendation for the House Finance Commttee:
Amend  or r epeal various corporate income tax

exenptions found under AS 43.19 and AS 43.20, severa
of which were adopted to conformw th federal tax code
but are no longer necessary or no |onger neet intent.
The fiscal inpact of these exenptions is unknown at
this time because the potential tax revenue is not
report ed.

O her I nformation:

The Subcommittee discussed a variety of issues during
t he neeti ngs.

Several nmenbers expressed interest in increasing state
investnment officers or inproving investnment officer

recruitnent and retention t ool s. Mor e i n- house
investnent officers could result in a decrease in
external investnent managenent tools. Utinmately no

amendnent was  put forward during subconmttee;
however, this remains a point of interest if the
Department can denonstrate a plan to recruit and
mai ntai n these positions.
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The subcommittee al so discussed a requested renodel of
the Al aska Permanent Fund Corporation office building,
which is also related to investnment officer retention.
This request was not offered as an anendnent, as it
was nore properly viewed as a capital request.

Governor's Anendnents

The Governor did not submt any amendnments for this
agency.

2:48: 38 PM

Co- Chair Seaton MOVED to ADOPT Amendnment H DOR 1 (copy on
file):

Taxati on and Treasury
Tax Divi sion
HDOR 1 - Add Corporate Inconme Tax Auditors

O fered by Representative Seaton

I ncrease the corporate income tax auditing staff to
capture additional revenue that is currently foregone
due to lack of staff resources. Currently the tax
system is identifying audit leads that the division
lacks the staff time to investigate. Esti mat ed
addi ti onal revenue of $500, 000 per auditor.

1004 Gen Fund (UGF) 246.0

Representative Wl son OBJECTED for discussion purposes.
Co-Chair Seaton read froma prepared statenment (see above).

Representative WIson asked why the noney would not be
program recei pts. She suggested that the noney that could
be found could be used to pay the anmount. She wondered if
the state would be pursuing people that owed nore corporate
tax than what they were paying now. She wondered how the
state would be losing approximately $1 mllion on corporate
i ncome tax. Co-Chair Seaton relayed that the new accounting
system identified |eads. There were nmultiple |eads but no
auditors available to work on those |eads. The revenues
were foregone which the departnment anticipated. He noted
that two other states had hired additional auditors for
corporate incone taxes. Those states recovered noney and
encountered increased conpliance by corporations. The taxes
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came in as general funds and were not programreceipts. The
funds canme in as general taxes fromthe auditing of the tax
division. It was appropriate for the nonies that came in to
the unrestricted general fund to provide the nonies for
auditors. He had no problem looking at it a few years down
the road to see about recovery efforts. The estimte was
that the auditors would pay for thenselves in the first
year and bringing in $500,000 annually per each additiona
audi t or.

Co-Chair Foster let commttee nenbers know M. Spanos was
avai |l abl e for questions.

Representative WIson indicated that even if the program
receipts were not used currently the |egislature would be
adding two additional positions in anticipation that the
state woul d receive nore noney. She thought it was great if
the state received additional funds. She wanted to be able
to find out whether the auditors were able to bring in the
anticipated revenue after the first year. She wanted to
follow the noney simlar to the Al aska Gasline Devel opnent
Corporation (AGDC). She did not have a problem with the
amendnent if it was successful in bringing in the noney.
She would have a problem if she could not follow whether
the state received what the state thought it would She
asked if the commttee could nake its programreceipts.

Vice-Chair Gara relayed that in speaking wth DOR The
department was very clear that they did not have enough
auditors. They were also clear that if they had enough
auditors they would be able to raise nore noney than the
auditors would cost. The question concerning whether it
would cone in in the current year depended on whether the
state caught sonmeone who was underpaid whether they would
take it to court and whether there was litigation. The
state could not be guaranteed that sonmeone was not going to
stall on paynents. He thought it had been clear from the
departnment that the state was very short on auditors. If it
had the auditors, the state would nmake nore noney than the
cost of the auditors.

2:53: 47 PM

Co- Chair Foster also inforned nenbers that M . Dan
DeBartolo, Director, D vision of Admnistrative Services,
Department of Revenue, was in the audience available for
guesti ons.
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Co-Chair Seaton nentioned the ease of requesting a report
on general tax receipts recovered through corporate incone
tax. He thought it would be nore difficult to set up a
different account from UG-. He suggested it would be easy
to find out whether the auditors that were hired brought in
the antici pated receipts.

DAN  DEBARTOLQ, DI RECTOR, DVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF REVENUE, spoke to the question. He
had discussed, within the departnent, the issue follow ng
the subconmittee process. It was agreed that one thing the
departnment should be doing right away was to create a nore
robust reporting nechanism so that it could report back in
the follow ng year during the subcomrttee process what the
auditors acconpli shed, and the anount collected in
corporate incone taxes. He anticipated having the
di scussion about the effectiveness not only in the first
year but in years 2-5. To claim that the nechani sm worked,
he suggested it mght be worthwhile to | ook beyond 5 years.
He would defer further questions on the tax side to M.
Spanos on |ine.

2:56:19 PM

BRANDON S, SPANGCS, DEPUTY DI RECTOR, TAX DI VI SI ON,
DEPARTMENT OF REVENUE (via teleconference), clarified the
guesti on.

Representative WIson wondered, if the state were to hire
the auditors, why they could not be program receipts. She
understood that it would entail a code. It would make it
easier to find out whether the two additional hires brought
in enough to pay for their wages or nore. The sane idea
could be applied in other places as well. M. Spanos stated
that it would be very difficult to track the paynents from
audits of just two auditors. He suggested it mght nake
nore sense to put all the corporate receipts into a special
fund. It was a policy call. It would be difficult to track
paynent receipts from audits done by specific auditors.
Wiile the departnent's system was robust, it did not record
paynments attached to audits done by individuals. The
department could do it nanually. The department would be
tracking the new auditors' revenues manually and could
report that information back to the legislature. He
provi ded the caveat that the information could be provided
assuming it was aggregated. If one auditor did one audit
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and a paynent canme in for that one audit it would be
guestionabl e that the specific nunber could be provided. He
anticipated wthin one year several audits wuld be
conpl eted. Assessnents could be provided in a total dollar
figure. The departnment could also provide a report on
paynments, assum ng they were paid.

Representative Pruitt asked what the state was |ooking for.
He wondered if the state was |ooking for people that did
not pay their taxes or people that had errors in their
calculations. M. Spanos responded the tax payers were
sophi sticated corporations that were doing their best to

pay Alaska as little tax as possible. The corporations
studied Alaska's statutes and interpret themin their best
i nterest. Oten when the division | ooked at t he

corporations it disagreed with the stance they were taking.
Many of the audits were not what would be called "slam
dunk" audits. An audit was not an open and shut case, but a
resource intensive audit. An auditor mght have to be sent
to a conpany's corporate headquarters to review |large
anounts of paperwork or to comunicate frequently back and
forth to get the needed level of substantiation to make a
determi nation. Some of the issues involved a unitary filing
for corporations. For exanple, a conpany doing business in
Al aska m ght be a nenber of a nuch |arger corporation. They
m ght claimthat they were not unitary with their parent -
the business they do in Alaska should be |ooked at as a
separate entity. It was hardly ever the case in the nodern
world. Gant corporations controlled their subsidiaries
and, generally, the incone from the parent conpany should
be part of the tax pie. Alaska should be receiving a slice
of the pie. If the incone from the parent conpany was not
in that pie, the pie was nuch smaller as well as the
revenue Alaska received. There were several other tax
i ssues that the departnent would consider assigning to the
new auditors.

Co- Chair Foster recogni zed Representative Lora Reinbol d.

3:01: 23 PM

Representative Pruitt thought M. Spanos was indicating
that the entities the state was pursuing were typically
mul tinational or nultistate entities rather than the small
busi ness corporations within the state. They were entities
that created different limted liability corporations to
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create different tax shields. He asked if his assessnent
was fair. M. Spanos agreed.

Representative W I son MAI NTAINED her OBJECTI ON. She thought
the informati on shoul d be tracked.

Aroll call vote was taken on the notion.

I N FAVOR: G enn, Gut t enber g, Kawasaki , Otiz, Pruitt,
Thonpson, Seaton, Foster.

OPPCSED: Tilton, WI son.

Representative Gara was absent fromthe vote.

The MOTI ON PASSED (8/2). There being NO further OBJECTI ON
Amendnent H DOR 1 was ADOPTED

3:03: 54 PM
AT EASE

3:04:36 PM
RECONVENED

Co- Chair Foster repeated that Amendnent H DOR 1 passed on a
vote of 8/2.

Co-Chair Seaton relayed that he was in charge of the
| anguage sections of the operating budget bills. He had two
ot her anendnents to the Departnent of Revenue's budget that
were |inked together.

Co- Chair Seaton MOVED to ADOPT Anmendnment H DOR 2 (copy on
file):

Chil d Support Services

Chil d Support Services Division

H DOR 2 - Mve Cost Recovery for Paternity Testing
from Language to Section 1 (Nunbers)

O fered by Representative Seaton

This anmendnent adds the funding from the |[|anguage
section (fornerly sec. 15 in HB 57, version J) to the
nunbers section and increases the anount of program
receipt authority from an estimated $46.0 to $50.0.
The | anguage section is deleted in anot her anendnent.
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H DOR 2 and H DOR 3 were being offered to clean up and
reduce the |anguage sections of the bill where possible and
to put the information in the nunbers section.

Representati ve Wl son OBJECTED for discussion.

Co-Chair Seaton read from a prepared statenent (see above).
He noted that the item was being noved from the |anguage
section (subconmttees could not address or act on this
section) of the bill to the nunbers section. Subconmttee
menbers would be able to address and anmend the nunbers
section once the informati on was noved over.

Representative WIson asked who was paying for the program
Co-Chair Seaton responded that the nobney was from the
general fund and that currently the nunbers were in the
| anguage section. Itens in the |anguage section could not
be addressed or anmended at the subconmittee |evel. The idea
was to take items out of the I|anguage sections, where
possi ble, and place them into the nunbers section to be
avai l abl e for subcommttee action in the future.

Representative WIson understood the change Co-Chair Seaton
was suggesting. She was unclear where the full $50,000 was
comng from Co-Chair Seaton deferred to M. DeBartol o.

M. DeBartolo did not have the anmendment in front of him
Paternity testing for Child Support Services was a budget
item that was added in every year and adjusted back out at
the end of the year. The source of the funds was a genera
fund match. He apologized for not having the docunentation
in front of him

Representative WIlson referred to page 1 of the backup. It
appeared there was an increnment of $50,000 and a decrenent
of $46,000 that was not used, |eaving a balance of $4, 000.
She was trying to determne if the legislature was putting
in $50,000 from program receipts. She indicated that
typically when noney cane from program recei pts soneone was
paying for it. She assunmed, because the test was paternal
in nature, it would be paid for by a nman. She was trying to
understand who woul d be paying for the increase of $4, 000.
She requested an "at ease."

3:10: 01 PM
AT EASE
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3:11: 31 PM
RECONVENED

M. DeBartolo addressed Representative WIson's question.
He explained that every year the Child Support Services
Division had to estimate what would be paid for by the
custodial fathers for paternity testing. Representative
Wlson was correct that the parent paid for the testing
rat her t han t he st at e. Last year t he di vi sion
underestimated the collection anpbunt by about $4,000 which
was the reason for the change.

Representative WIson understood the |anguage portion being
moved. She wanted to clarify that noney was not being added
to the budget. Rather, it was noney the state was recoupi ng
from users of the program M. DeBartolo responded, "That
is correct.”

Representative Wl son W THDREW her OBJECTI ON

There being NO further OBJECTION, Anendnent H DOR 2 was
ADOPTED

Co- Chair Seaton MOVED to ADOPT Anmendnment H DOR 3 (copy on
file):

Chil d Support Services

Chil d Support Services Division

H DOR 3 - Myve Cost Recovery for Paternity Testing
from Language to Section 1 (Nunbers)

O fered by Representative Seaton

See 30-GH1855J.7, Wallace, 1/31/17

Thi s anmendnent del etes section 15 in HB 57, version J.
The funding is added to the nunbers section and
i ncreased to $50.0 i n anot her amendnent.

Representative Wl son OBJECTED for discussion.

Co- Chair Seaton explained that the amendment reflected the
other half of the change to the |anguage section. It
removed an estimated anount in the |anguage section to a
specific dollar anpbunt receipt authority in the nunbers
secti on.

Representative W/l son asked Co-Chair Seaton to restate his
position. Co-Chair Seaton repeated his explanation.
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Representati ve Wl son W THDREW her OBJECTI ON
There being NO further OBJECTION, H DOR 3 was ADPOTED

Co- Chair Seaton MOVED to ADOPT Anendnent H DOR 4 (copy on
file):

Al aska Mental Health Trust Authority

Mental Health Trust Operations

H DOR 4 - Restore Funding Level to Trust Requested
Amount or FASD Canpai gn

O fered by Representative Seaton

This amendnent in the anobunt of $150,000 is to fully
fund and maintain the capacity of the Institute for
Crcunpolar Health Studies to continue to devel op,
i npl enent and eval uate Fetal Al cohol Spectrum Di sorder
(FASD) prevention strategies and to continue the FASD

medi a canpaign, which has been instrunental in the
di ssem nati on of FASD prevention nessaging. Each child
di agnosed with FASD wll <cost the State of Al aska

$850,000 to $4.2 million fromage 0-18.
Representati ve Wl son OBJECTED for discussion.
Co- Chair Seaton read froma prepared statenent (see above).

3:16: 14 PM

Representative WIlson assuned that the state already funded
the program in the anount of $250,000. The anmendnment woul d
add $150,000 to program funding. Co-Chair Seaton responded
that the current funding level was $500,000. There was a
decrenent of $150,000 in the governor's budget relating to
the nmedia canpaign which dissem nated the nessage that no
anount of alcohol was appropriate during pregnancy. The
ot her portion of funding would be applied to pregnancy test
kits. He reported 2000 responses to surveys by wonen. The
fundi ng woul d provide noney for survey foll ow ups regarding
those wonmen that stopped drinking upon finding out about
their pregnancies. The purpose of the project was to |ower
FASD i n Al aska.

Representative WIlson argued that although the anount being

requested was mninmal, she opposed providing additional
fundi ng. She thought the tests were provided at bars to
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determ ne whether an individual was pregnant or eligible to
drink. She was unclear where the survey data would cone
from She did not feel it was the job of state governnent
to provide the funding. She would be opposing the
amendnent .

Representati ve Kawasaki agreed with some of the coments
made by Representative WIson. He reported that the program
was being funded for the second year. Although the survey
provi ded sone results, it was difficult to tell from the
sanple whether the information that was gleaned was
voluntary. He was trying to understand the efficacy of the
specific program of putting pregnancy tests in bars. If the
program was not working the state should cease paying for
it. Conversely, if the program was working, he thought it
deserved further discussion. If there were results, he
wanted to hear about them Co-Chair Seaton relayed that M.
Jesse was avail able for questions. He remnm nded nenbers that
the anobunt would restore the nedia canpaign to adults
across the state.

3:19:41 PM

JEFF JESSE, LEQ SLATIVE LI Al SON, ALASKA MENTAL HEALTH TRUST
AUTHORI TY, i ntroduced hi nmsel f. He r esponded to
Representati ve Kawasaki that the surveys were voluntary. He
explained that there was a que code on a poster with the
pregnancy dispensers. He believed there was a snall gift
certificate that was provided to wonen who conpleted the
survey. It was a remarkable return of the survey for the
type of an analysis. He enphasized that the survey was
conpl etely voluntary.

Representative WIlson noted that the $150,000 was
desi gnated general funds. She wondered if the anmount could
be wutilized in another part of the budget for another
program She asked if she was accurate. Co-Chair Seaton
answered that the anobunt was for al cohol and drug treatnent
prevention funds, 20 percent of which was to go towards
al cohol and prevention progranms. He thought FASD was an
appropriate target for reducing the effects of alcohol on
the Al aska population. The state had a high rate of FASD.
He invited M. Jesse to talk about the distribution of
f unds.

M. Jesse thought Representative WIson was correct that
the state did not have dedicated funds. The anobunt was a
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desi gnated fund which neant the noney could be used for any
pur pose.

Representative WIson suggested that the noney could be
used for nore services in behavioral health to get nore
services to people with drinking problens. She pointed out
that the noney could be spent towards nore services rather
than a canpai gn. She thought the gift cards given to survey
participants were likely another cost to the state. She
t hought the noney should be wutilized for a behavioral
service having to do with alcohol or drug addiction. She
wanted the conmittee nenbers to understand that it was not
noney the state would be giving up, it was noney that could
go directly towards services. She did not need a response.
She knew her statenent to be true.

Representati ve W1 son MAI NTAI NED her OBJECTI ON.
Aroll call vote was taken on the notion.

IN FAVOR. GQuttenberg, Otiz, Gara, Genn, Foster, Seaton
OPPCSED: Kawasaki, Pruitt, Thonpson, Tilton, W] son.

The MOTI ON PASSED (6/5). There being NO further OBJECTI ON
Amendnent H DOR 4 was ADOPTED

3:23:28 PM
AT EASE

3:24:14 PM
RECONVENED

Co-Chair Seaton asked Representative Kawasaki to present
the subcomm ttee report for DWA.

Representati ve Kawasaki read fromhis report:
The Chair of the House Finance Budget Subcommttee for
the Departnment of Mlitary and Veterans' Affairs
recommends that the House Finance Committee accept the
Governor’s FY18 Amended Budget W th further
amendnent s:

The FY18 budget with recomended subcomm ttee
amendnment totals:

Fund Source: (dollars are in thousands)
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Unrestricted General Funds (UGF) $16, 349.4
Desi gnated General Funds (DGF) 28.4

O her Funds 10, 180.6

Federal Funds 30,995.1

Total $57,553.5

Representative Kawasaki indicated that there was an
i ncrease of roughly $100,700 fromthe FY 17 Managenment Pl an
with an unrestricted general fund (UG) of $16,248.7
representing a .6 percent increase. He continued that the
subcommittee net several tines over the nonth and was
forwarding two budget anendnents which he would speak to
shortly.

Representati ve Kawasaki read the statutory recomendations
by the finance subconmtt ee:

The following statutory recomrendations are submtted
to the House Finance Comm ttee:

1. Amend AS 26.27 to provide statutory authority to
the Al aska Aerospace Corporation to issue dividends to
the State of Alaska. This change is necessary because
the corporation stated intentions to provide dividends
to the State in the future, but does not currently
have the statutory authority to do so.

2. Myve Al aska Aerospace Corporation from Title 26,
the Departnent of MIlitary and Veterans’ Affairs, to
Title 14, the Departnent of Commerce, Comunity and
Econom ¢ Devel opnent. This change is inportant because
several public <corporations are housed in DCCED,
including Al aska Energy Authority, Al aska Railroad.
Al aska Gasline Devel opnment Corporation and the Al aska
| ndustrial Devel opment & Export Authority, several of
whi ch have bonding authority, issue dividends, can
purchase land and have tangible assets. AAC was
originally housed in DCCED until 2011 when noved by
Executive Order 115.

Represent ati ve Kawasaki reviewed other information from his
report:

O her I nformation:

1. An anendnent proposal was offered that would have
reduced $388.0 UG- from personal services in the
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Ofice of the Comm ssioner, an approximate 20 percent
reduction from post-vacancy anount. The sponsor
offered the proposal as flexibility to reduce UG-
spending in the Ofice of the Conm ssioner.

Subcomm ttee Di scussi on:

The Department said the $388.0 deletion would inpact
46 PCNs that specialize in human

resources, budget subm ssions, equipnent procurenent,
i nternet technol ogy and ot hers that

support 270 personnel across the state, including
t hose who oversee the devel opnent and

submi ssion of its operating, capital and federal
budget requests.

2. An anendnent proposal was offered that would have
reduced $273.0 UG- from services in the Ofice of the
Comm ssioner, a 15 percent reduction of services from
the Governor’'s FY18 Amended Budget. The sponsor
offered the anendnent to scale back on recent years
i ncreases.

3:27:38 PM

Representati ve Kawasaki MOED to ADOPT Amendnent H MVA 1
(copy on file):

Mlitary and Veterans' Affairs

O fice of the Conm ssioner

H WA 1 - Elimnate Expansion of Alaska State Defense
Force for Rural Engagenent

O fered by Representative Kawasaki

Due to current budget deficit, the subcommttee does
not wish to expand or create new prograns at this
tine.

1004 Gen Fund (UGF) -210.9

Co- Chair Foster OBJECTED for discussion.

Representati ve Kawasaki read the anendnent (see above). He
noted that while the commttee agreed that the rural
engagement conponent and the Alaska State Defense Force
were very inportant, due to budget restraints the commttee
denied the increnent. He furthered that the departnent cane
to the legislature in FY 17 for a $1.3 mllion UG- request
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and a $1 mllion capital request which were denied at the
time for simlar reasons.

Co-Chair Foster W THDREW hi s OBJECTI ON.

There being NO further OBJECTION, Anmendnent H DW 1 was
ADOPTED.

Representati ve Kawasaki MOVED to ADOPT Anmendnent H MWA 2
(copy on file):

Al aska Mlitary Youth Acadeny
H WA 2 - Report on Alaska MIlitary Youth Acadeny UG
Structure

O fered by Representative Kawasaki

It is the intent of the Legislature that the
Departnment of Mlitary and Veteran's Affairs (DWA)
develops a report to the Co-Chairs of the Finance
commttees and Legislative Finance Division Dby
Decenber 1, 2017, identifying funding

options available to the Alaska Mlitary Youth Acadeny

to generate revenue. The report shal | i ncl ude
recomrendations and limtations for tuition and fee
structures based on inconme |evels of applicants’
househol ds, and how to i ncor porat e t hose

recommendations into Fiscal Year 2019 budget for the
Departnent. The report shall also include the inpact
of those reconmendations on federal matching dollars
and the UGF budget.

Co-Chair Foster OBJECTED for discussion.

Representati ve Kawasaki read the anmendnent (see above). He
indicated that, according to the departnent, any dollar
recuperated from tuition or voluntary contributions m ght
reduce the federal pay-in to a ratio of 75 cents per
dol | ar.

3:30: 08 PM

Representative WIson commented that the Mlitary Youth
Acadeny had taken Iless noney for BSA [Base Student
Allocation] than any acadeny. The acadeny set a fee
structure a few years prior. She was concerned wth the
intent |anguage and whether it would apply to Mount
Edgeconbe or other public schools. She thought the acadeny
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had made great efforts. She noted the entity had accepted
Al aska dropouts and hel ped them get back into school. She
did not believe there would be very few parents of the
acadeny that would be able to provide funding for their
children. She suggested the intent |anguage be adjusted.
She al so suggested sone of the schools giving up their BSA
She wanted additional information prior to including intent
| anguage that could result in the loss of federal funding.
She was concerned with entities being treated equitably.

Co-Chair Seaton clarified that the DWA budget was the only
one before the comittee presently. He also noted that
during round two of the anmendnent process individual
finance menbers could offer further intent or other
amendnent s.

Representative Pruitt mentioned the 75/25 ratio. He
suggested that the state received $25 for every dollar the
state brought in. He wondered if it would make sense to
seek the funds from a few available people. H's friends
that attended the acadeny would not have had the neans to
pay for it on their own. He noted that in the narrative a
non-profit was nentioned. He wondered if there was an
opportunity to wutilize nonies from non-profits or noney
from outside state government to cover the 25 cents to
avoi d | osing federal funding.

Representative Thonpson was concerned with the anendnent.
He reported that over the last 3 years the |egislature had
reduced the Youth Acadeny funding. The entity had laid off
several people and was operating on a shoestring budget. He
t hought demanding an additional report that would require
research was unreasonable because of the reduction in
personnel. He thought the commttee would be asking the
acadeny to do nmore wth I|ess people. He opposed the
amendnent .

Represent ati ve Kawasaki believed at the tinme the departnent
had no objection to the anendnent. Subcommttee nenbers
al so had no objection. The conmittee did not want to deny
soneone the ability to attend or to create a chilling
effect with a tuition. There were cases in which there were
ki ds whose famlies could pay that had no avenue to capture
the funds. He relayed that there was a 501(c)3 non-profit
that was being lined up, but the paperwork was in process.
The recomendation, if passed by the commttee, would cone
before the body again in the followng year at which tine
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options would be presented. He reiterated that there were
no objections in the subcommttee to the anendnent
pr oposal .

3:35:13 PM

Co-Chair Seaton asked if it neant the 501(c)3 being set up
to receive funds was providing a nechanism for receipt
authority. He wondered if the state of Al aska would be able
to accept donations from the 501(c)3 for augnentations to
the program Representative Kawasaki responded that it was
envisioned that the 501(c)3 would allow offsetting of
general funds. Research was still needed to determ ne
whet her the offsetting of funds would cause a problem with
federal receipts - the reason the intent |anguage was bei ng
of f er ed.

Co-Chair Seaton clarified that it was intent |anguage to
allow it. However, nothing had been done to-date.
Represent ati ve Kawasaki responded affirmatively.

Co-Chair Foster W THDREW hi s OBJECTI ON.

Representative WIson OBJECTED. She comrented that the
mlitary acadeny had done what she wi shed all schools did.
They dwi ndled their budget and only charged the state what
it needed. She wi shed all the districts would do the sane.
The acadeny had a very successful program and attained
federal dollars. She thought it was terrible to tell the
acadeny it needed to find additional funds sonewhere else
when they had been a nodel. She believed it would be
sending the wong nessage to a successful program She
invited nmenbers to imagi ne what woul d happen if the acadeny
got caught wup, causing anguish and a lack of desire to
participate. The acadeny accepted nostly dropouts. She
concluded that instead of rewarding the acadeny for its
performance, the anendnment sent the wong nessage. She
coul d not support it.

Representati ve Kawasaki addressed one of the concerns that
was nentioned. He thought the Alaska MIlitary Youth Acadeny
had done a great job. However, the acadeny was capacity
driven and was up such that they needed to match every
federal dollar available. |If +the state was able to
contribute nore into the GF function, it could potentially
expand and grow with another unit. He pointed out that the
problem was that the state was |ooking for nickels and
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dollars everywhere. |If the state wanted a successfu
program wthin the Alaska Mlitary Youth Acadeny to
increase, utilizing a 501(c)3 or sone sort of tuition
system provi ded an avenue to do so.

Representati ve W I son NMAI NTAI NED her OBJECTI ON.
Aroll call vote was taken on the notion.

I N FAVOR: Guttenberg, Kawasaki, Otiz, Seaton, Foster
OPPOSED: Pruitt, Thonpson, WIlson, Genn

Vice-Chair Gara and Representative Tilton were absent from
t he vote

The MOTI ON PASSED (5/4). There being NO further OBJECTI ON
Amendnment H MDV 2 was ADOPTED.

Co- Chair Seaton asked Representative Kawasaki if there were
any other anmendnents for DWA. Representative Kawasaki
responded in the negative.

Representati ve Pruitt asked i f t he statutory
recomrendati ons would be discussed further. He asked if it
was currently the tinme to discuss the recommendations. Co-
Chair Seaton relayed that the statutory reconmendations
were devel oped by the subcomrittees and forwarded to the
policy conmttee by the subconmttees. House finance was
not taking any action. Every nenber had the ability to

forward statutory amendnent s on their own. The
recommendations were for the policy commttees to consider.
The legislature was not voting on the statutory

recommendat i ons devel oped by the policy conmttee.

Representative Pruitt wondered if it was an appropriate
time to discuss the subconmttee recommendations prior to
the bill noving out of the House Finance Conmittee. He
restated his question about discussing the itens prior to
them noving out of commttee. Co-Chair Seaton explained
that one of the ideas of having the policy conmittees serve
as the budget subcommttees was for the recomrendations to
be discussed within the subcommttee except for those from
the Departnment of Revenue. He explained that DOR was
considering tax items. In nost cases, the subcommttees
were policy conmttees review ng proposed actions. It was
not the finance conmttee telling the policy commttee but
rather the policy committee's functioning as Dbudget
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subconmi ttees. The budget subconmittees were responsible
for identifying statutory actions for consideration. The
recommendations would cone through the House Finance
Commttee in the form of a piece of |egislation because

they would nost Ilikely be related to finance. He
anticipated that the statutory recommendations based on
change in the budget would come to the commttee. |If

recommendations did not evolve into bills they could be
offered by any individual nenber of the subcommttee or
anyone in the House. The committee would not get into a
di scussion about the subcommttee recommendations. They
were subcomm ttee recomendations to the policy conmttees.

3:44:14 PM

Representative Pruitt express confusion about the policy
commttee versus the subcommttee. He indicated that the
subconmittees were chaired by House Finance nenbers. He
t hought there would be sone statutory recomrendations that
woul d cone from the finance subcommttee that he m ght have
concerns with. He felt there was confusion about why
statutory recommendati ons would be generated from a finance
subconm ttee. He thought they should have been left wth
the policy conmttee and |eft out of the finance reports

Co-Chair Seaton added that he wanted the full commttee to
have t he i nformation about t he findi ngs of t he
subconm ttees. However, changes could not be acconplished
through the finance committee. They had to be acconplished
t hrough statutory change.

Representative WIson noted the Alaska Aero Space
Corporation and wondered if it would take a statute change
to nove the division into commerce rather than to change it
in the budget. Co-Chair Seaton responded affirmatively.
Representative WIlson wanted clarification. She thanked Co-
Chair Seaton.

HB 57 was HEARD and HELD in comrittee for further
consi derati on.

HB 59 was HEARD and HELD in comrittee for further
consi derati on.

Co-Chair Seaton reviewed the agenda for the foll ow ng day.

#
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3:47:05 PM

The neeting was adjourned at 3:47 p.m
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