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"An Act relating to an appropriation limt; relating
to the budget responsibilities of the governor;
relating to the Al aska permanent fund, the earnings of
the Al aska permanent fund, and the earnings reserve
account; relating to the nental health trust fund;
relating to deposits into the dividend fund; relating
to the calculation and paynent of permanent fund
di vidends; and providing for an effective date."

8: 05: 00 AM

Co-Chair Seaton MOVED to ADOPT the proposed conmttee
substitute for CSSB 26(FIN), Wrk Draft 30-GS1690\U
(Martin, 4/7/17).

Representati ve Wl son OBJECTED.

TANEEKA  HANSEN, STAFF, REPRESENTATI VE =~ PAUL  SEATON,
addressed the changes in the CS with a docunment created by
the House Finance co-chairs titled "SB 26 - Conparison”
dated April 7, 2017 (copy on file). The conparison sheet
lists the provision, the provision under the CS for SB 26
Version D, and the provision under the House CS for SB
26(FI N) - Versi on U

Provi sion: Intent

CS for SB 26 - Version D: Section 1 - Intent to
reeval uate earnings in three years

House CS for SB 26(FIN) - Version U Deleted

Provision: Budget reserve fund SBR  Appropriation
[imt AS 37.05.540(a)

CS for SB 26 - Version D Section 2 - Deletes
reference to the appropriation limt created by AS
37.05.540(b), the existing appropriations limt, which
is repealed by this bill.

House CS for SB 26(FIN) - Version U Deleted - AS
37.05.540(b) is not repealed; the existing Statutory
Budget Reserve appropriation limt remains in statute.

Provision: Appropriation Limt AS 37.05.545

CS for SB 26 - Version D. Section 3 - Creates a new
appropriation limt not to exceed $4.1 billion in
unrestricted general funds. Does not appropriations
for certain specific purposes.

House CS for SB 26(FIN) - Version U Deleted
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Provi sion: Marine H ghway Fund AS 37.05. 550

CS for SB 26 - Version D

House CS for SB 26(FIN - Version U Section 1 -
Amends AS Sec. 37.05.055(b), relating to the marine
hi ghway fund, to conform to the <changes nade in

section 6.
Provi si on: Responsibilities of the CGovernor AS
37.07.020
CS for SB 26 - Version D. Section 4 — Adds new

subsection (f) requiring a governor’s report on how
the budget conplies with the appropriation limt in
sec. 3

House CS for SB 26(FIN) - Version U Section 2 - Adds
new subsection (f) requiring a governor’s report on
how the budget conplies wth the appropriation limt
t hat exists in article [IX section 16 of the
Constitution of the State of Al aska.

Provi sion: Al aska Permanent Fund AS 37.13.010(a)

CS for SB 26 - Version D Section 5 - Deletes AS
37.13.010(a)(2). The resulting change neans that the
Al aska  Per manent fund wll be filled by the
constitutionally required 25 percent of all mneral
| ease rentals, royalties, royalty sale proceeds, and
net profit shares. The additional 25% of royalties
from | eases issued after Decenber 1, 1979, which are
above the constitutionally required 25% wll now
remain in the general fund and will not be deposited
into the permanent fund.

House CS for SB 26(FIN) - Version U Section 3 - Sane

Provi sion: Inconme AS 37.13.140

CS for SB 26 - Version D. Section 6 - Adds “and market
value” to section title. This section directs the
Per manent Fund Corporation to continue conputing net
income of the fund in the same manner, excluding any
unreal i zed gains or |osses but renoves the cal cul ation
for determning distributable income from the earnings
reserve.

House CS for SB 26(FIN) - Version U Section 4 - Sane

Provi sion: Inconme AS 37.13.140 (b)

CS for SB 26 - Version D: Section 7 - Adds new
subsection (b) describing the anount available for

distribution from the earnings reserve fund as 5.25%
of the average market value of the entire fund.
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8:

08:

House CS for SB 26(FIN) - Version U Section 5 — Sane

Provi sion: AS 37.13.140(c)

CS for SB 26 - Version D. New subsection (c) reduces
the draw from the earnings reserve when oil revenues
are above $1.2 billion.

House CS for SB 26(FIN) - Version U New subsection
(c) reduces the draw from the earnings reserve when
oil revenues are above $1.4 billion. The draw is
reduced by 80 cents on the dollar.

Provi sion: Inconme AS 37.13.140 (b)

CS for SB 26 - Version D Section 8 - Anends
subsection (b), created by this act, to change the
POW draw from 5.25% to 5% The change is effective
July 1, 2020.

House CS for SB 26(FIN - Version U Section 6 -
Amends subsection (b), created by this act, to change
the POW draw from 5.25% to 5% The change is
effective July 1, 2019.

Provi sion: Disposition of Incone AS 37.13.145(b)

CS for SB 26 - Version D

House CS for SB 26(FIN - Version U Section 7 -
Amends subsection (b) to annually direct inconme from
the earnings reserve. 0.25 percent of market value
(POW) is directed to the principal of the fund.
Separately, 33% of POW  cal cul at ed under AS
37.13.140(b) is directed from the earnings reserve to
the dividend fund for dividends and 67% to the general
fund for state use.

Provi sion: Disposition of Incone AS 37.13.145(d)

CS for SB 26 - Version D Section 9 — conforming to
the distribution change in AS 37.13. 140(hb)

House CS for SB 26(FIN - Version U Section 8 -
conformng to the change to the dividend distribution
under 37.13.145(b). Sane effect.

02 AM

Provision: Disposition of Income AS 37.13.145(e)CS for
SB 26 - Version D: Section 10 — Adds a new subsection
that provides that noney from the earnings reserve may
be transferred to the principal of the permanent fund
for purposes of inflation proofing the fund when the
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value of the earnings reserve account is four tines
t he annual anount cal cul ated under AS 37.13.140(b).

House CS for SB 26(FIN) - Version U Section 9 - Adds
a new subsection that provides that noney from the
earnings reserve may be transferred to the principa
of the permanent fund for purposes of inflation
proofing the fund when the value of the earnings
reserve account is four tinmes the annual anount
cal cul ated under AS 37.13.140(b), up to the anount
necessary to nmake up for any past inflation proofing
that was not transferred. Subsection (f) directs an

additional appropriation, if necessary, to ensure
di vi dends of at |east $1,250 for fiscal years 2018 and
20109.

Provision: Disposition of Income AS 37.13.145(e)(f)

CS for SB 26 - Version D

House CS for SB 26(FIN) - Version U Section 10 -
Del etes subsection (f), <created in the previous
section, and anends (e) to conform to that deletion.
This section takes effect June 30, 2020, when the
di vi dend no | onger has a m ni nrum anount of $1, 250.

8:10: 37 AM

Provision: Appropriations to the dividend fund AS
37.13. 146

CS for SB 26 - Version Di Section 11 — creates a new
section which allows the legislature to appropriate
25% of the POW anount calculated in AS 37.13.140(b)
fromthe general fund to the dividend, for the purpose
of payi ng divi dends

House CS for SB 26(FIN) - Version U

Provi si on: Corporation Budget AS 37.13. 150

CS for SB 26 - Version D

House CS for SB 26(FIN) - Version U Section 11 -
I ncludes the unexpended bal ance of the Al aska
Per manent Fund Corporation’s budget in the cal culation
of the fund’s market value; this budget balance is
al ready calculated as a part of the net incone of the
fund under current |aw.

Provision: Assets of the nental health trust AS
37.13.300(c)

CS for SB 26 - Version D Section 12 - Carifies that
income from nmental health trust fund, which is managed
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by the Alaska Permanent Fund Corporation, is not
included in the nmarket value of the Permanent fund for
pur poses of distribution

House CS for SB 26(FIN) - Version U Section 12 - Sane

8:13:16 AM

Provi sion: Amount of dividend AS 43.23.025 (a)

CS for SB 26 - Version D. Section 13 — Anends to state
that the dividend shall be calculated based on the
anount appropriated from the general fund under AS
37.13. 146.

House CS for SB 26(FIN) - Version U

Provi si on: Anpunt of dividend AS 43.23.025(c)

CS for SB 26 - Version D. Section 14 — States that the
di vidend for fiscal year 2018, 2019, and 2020 shall be
$1000.

House CS for SB 26(FIN) - Version U Section 13 — Adds
new subsection (c) to state that notw thstanding the
calculations outlined in (a), the dividend for fiscal
years 2018 and 2019 shall be at |east $1250.

Provi sion: Dividend fund AS 43. 23. 045(a)

CS for SB 26 - Version D. Section 15 - Anends to
clarify that the dividend fund consists of noney
appropriated under AS 47.13. 146

House CS for SB 26(FIN) - Version U Deleted.

Provision: Duties of the departnent AS 43.23.055

CS for SB 26 - Version D: Section 16 — Anmends to
clarify that the anmount to pay the annual dividend
noves from the dividend fund w thout need for further
appropriation

House CS for SB 26(FIN) - Version U Section 14 - Sane

8:15: 23 AM

Provi si on: Repeal ed
CS for SB 26 - Version Di Section 17 — Repealed July
1, 2017 AS 37.05.540(b)(c) —-Existing SBR appropriation

limt AS 37.13.145(b) — existing distribution of
income AS 37.13.145(c) - existing inflation proofing
mechani sm Section 18 - Repealed June 30, 2021 AS

43.23.025(c), $1000 set dividend
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House CS for SB 26(FIN) - Version U Section 15 -
Repealed July 1, 2017 AS 37.13.145(c) - existing
inflation proofing mechanism Section 16 - Repealed
June 30, 2020 AS 37.13.145(f) - appropriation for
$1250 dividend AS 43.23.025(c) - mininmm dividend of
$1250.

Provi sion: Uncodified | aw

CS for SB 26 - Version D. Section 19 - Provides the
commi ssioner of revenue with the transition authority
to i npl ement regul ati ons.

House CS for SB 26(FIN) - Version U Section 17 -
states that for fiscal year 2017, the legislature may
appropriate from the earnings reserve 5.25% of the
mar ket value of the fund (POW), less the dividend
al ready paid out for fiscal year 2017.

Provi sion: Retroactivity

CS for SB 26 - Version D

House CS for SB 26(FIN) - Version U Section 18: The
previ ous section, section 17, is retroactively
effective on June 29, 2017 even if the act takes
effect later than that date.

Provi si on: Conditional |anguage

CS for SB 26 - Version D

House CS for SB 26(FIN) - Version U Section 19 — This
act only takes effect if the legislature also passes
and signs into law a broad based revenue neasure and
HB 111 as passed the House.

Provision: Effective dates

CS for SB 26 - Version Di Section 20 — section 19 is
effective immedi ately Section 21 - section 8, changing
the POW rate, is effective July 1, 2020 Section 22 -
the rest of the act is effective July 1, 2017

House CS for SB 26(FIN) - Version U Section 20 -
sections 17 and 18 take effective immedi ately Section
21 - section 6, anmending the POW rate, takes effect
July 1, 2019 Section 22 - section 10, relating to the
m ni num di vidend, takes effect June 30, 2020 Section
23 — the remminder of the act takes effect July 1,
2017

Representative WIlson asked whether SB 26 contained HB 115,
m nus the income tax.
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Ms. Hansen replied that the current bill was simlar to HB
115.

Representative WIson asked whether conbining the two
pi eces of |egislation had been vetted by the legislative
| egal division.

Ms. Hansen replied there had been no | egal opinion attached
to the bill. She shared that the legal team had used
condi tional | anguage previously.

Representative WIson asked whether conditional |anguage
was the same as intent |anguage.

Ms. Hansen replied that conditional |anguage neant that the
bill would not be enacted as law unless the conditions
stipulated in the | egislation had been net.

Representative WIson probed the difference between intent
and conditional |anguage. She was curious when conditiona
| anguage had been used previously.

Ms. Hansen replied that intent |anguage did not have i npact
on law. She furthered that conditional |anguage stipul ated
that a bill can only becone law after conditions are net.
She added that there was a range of conditional |anguage
commonly found in appropriation bills and bills related to
Medi caid reform

8:19: 20 AM

Co-Chair Foster noted that Representative Pruitt and
Representative GQuttenberg had joined the neeting earlier.

Vice-Chair Gara wanted to ensure the dividend portions
remained the sanme in the bill. He summarized his
understanding of the dividend payout described in the
| egi sl ati on.

Ms. Hansen replied in the affirmative.

Vice-Chair Gara referred to the senate's fornmula that had
been nodeled in the Legislative Finance Division (LFD)
charts. He noted that the fornula started at $1000, then
fell below $1000 in 2021. He said that past charts he had
seen predicted that the dividend would likely start out a
little above $1,250 and rise fromthere. He specified that
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the formula he was discussing used the 67 percent genera
fund and 33 percent dividend fornula.

Ms. Hansen answered the forrmulas were the sane as in HB
115. She relayed that the $1,250 guaranteed dividend would
end in FY 19, which was the sanme year that the POW
calculation would transition from 5.25 percent to 5
percent. She believed that the projections hovered around
$1, 250, growing at a nodest rate thereafter

Vice-Chair Gara recalled that the dividend under the house
formula had been projected to start higher than $1250 and
had been projected to grow He hoped to get the actual
nunbers from LFD at anot her ti ne.

8:21:44 AM

Representative Thonpson called to mnd that the POW in the
current legislation had been |ikened to the POW found in
HB 115. He argued that the two were not alike because the
$1.2 billion dollar draw limt that had been witten into
HB 115 [by a vote of 9 to 1 by the commttee] would be
changed to $1.4 billion and $.80 on the dollar. He felt
that the conmmttee had voted, with good reason, on the $1.2
mllion draw limt and dollar per dollar thereafter -
because it would grow the fund and would make nore nopney
avai l abl e for future dividends and government expenses.

Ms. Hansen replied that sonme nenbers had hoped that any
additional revenue in the out years could be available for
deferred mai ntenance or certain one-tine projects.

Representative Thonpson felt that HB 111 [oil and gas tax
| egi sl ation currently under consi deration by t he
| egi sl ature] would stunt revenue growth and would result in
the threshold in SB 26 ultimately never being reached.

Representative Pruitt cited conditional |anguage in the
bill; Page 8, line 10:

CONDI TI ONAL EFFECT. This Act takes effect only if the
Thirtieth Al aska State Legislature passes and enacts
into law in 2017

(1) legislation relating to a broad-based tax,
directed to education, that is estimted by the
Department of Revenue to generate annually at |[east
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$650, 000, 000, once fully inplenented, and that has an
effective date not later than January 1, 2019; and

(2) the version of House Bill 111 that passes out of
t he House of Representatives.

Representative Pruitt suggested that the |anguage could be
illegal. He testified that the conditional |anguage scared
hi m and was dangerous and outrageous.

8:25:59 AM

Vice-Chair Gara disagreed. He explained that there had been
attenpts by sonme current |awrakers to use the pernmanent
fund to fund the deficit, wthout raising other revenue,
while paying oil conpanies credits and failing to expect
those with the greatest financial privilege to contribute
to a solution. He felt that a shrinking permanent fund
woul d disproportionately affect the poorest in the state.
He stressed that the fiscal plan should be fair for all
Al askans. He argued that the conditional |anguage in the
bill supported a balanced fiscal plan that would ensure
those with privilege and wealth contributed equally to
those that rely on their dividends for significant incone.

8:28: 15 AM

Representative WIson disagreed. She believed that the
| anguage took away the ability of the other body to
represent their constituents by vetting the bill. She
argued that the broad-based tax would not be spent on
education but could be used for anything. She thought that
the language in (2) was unconstitutional. She |anmented that
the bill did not contain |anguage to reduce the budget,
rather continued to let it expand.

8:30: 51 AM

Representative Wl son MAI NTAI NED her OBJECTI ON.

Aroll call vote was taken on the notion.

I N FAVOR. Kawasaki, Otiz, Gara, Genn, CGuttenberg, Seaton,
Fost er

OPPOSED: Pruitt, Thompson, Tilton, WIson

The MOTI ON PASSED (7/4). There being NO further OBJECTI ON,
Wrrk Draft 30-GS1690\ U was ADOPTED.
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8:31:25 AM

RANDALL HOFFBECK, COW SSI ONER, DEPARTMENT OF REVENUE
expressed appreciation that the |egislation was advancing
t hrough the | egislative process.

Representative Thonpson queried whether the |egislation
weakened the permanent fund and asked for a conparison of
the current version to past versions.

Conmi ssi oner Hof fbeck answered that all of the bills that
had POW based versions and had contained simlar draw
conponents. He explained that the current bill reduced the
draw from 5.25 percent to 5 percent one year earlier that
the senate version and included the secondary provision of
.25 percent inflation proofing on an annual basis.

Representati ve Thonmpson thought that the draw limt in the
bill would inpact the overall health of the fund.

Comm ssioner Hoffbeck replied that the bill did increase
t he chance of failure, but not significantly.

8:34:48 AM

Vice-Chair Gara offered a brief history of the conversation
surrounding the draw |imt. He understood that the draw
[imt could be witten into statute but that other
| egi sl atures could not be constitutionally bound to follow
sui t.

Comm ssi oner Hof fbeck agreed that anything in statute could
be changed by future legislatures. He thought that the idea
behind putting the fornula into statute was to provide
guidance to future legislature in no over-drawing the
per manent fund.

Vice-Chair Gara surmsed that everything in statute would
be subject to appropriation and so, would be unenforceabl e.

Comm ssi oner Hoffbeck replied in the affirmative.
Vice-Chair Gara believed the administration's concern was
valid. He spoke to low capital budgets in recent years. He

spoke to the draw limt and the validity of the concerns of
the admnistration. He wunderstood that the draw limt
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applied to production taxes and earnings reserve draws,
conbi ned.

Comm ssioner Hoffbeck replied that the trigger was the
gromh of production tax and royalties; oil and gas
revenues.

Vice-Chair Gara probed the royalty figures.

Comm ssioner Hoffbeck replied he would have to run the
nunbers. He guessed that they stood at approximtely half
of $1.2 billion,

Vice-Chair Gara surmsed that the largest portion of the
state's revenue would be the POW draw, plus royalties,
pl us production tax.

Comm ssi oner Hoffbeck replied in the affirnmative.

Vi ce-Chair Gara expressed concern that the draw limt could
result in a flat revenue situation over the next decade

| eaving the state wunable to keep up with inflation and
popul ation growmh and could result in additional internal
budget cuts. He wondered whether there was a way to craft
the draw |imt to allow it to adjust for population and
i nflati on grow h.

8:41: 34 AM

Comm ssi oner Hoffbeck replied the other |arge conponent to
consi der was other revenues, which was not included in the
draw limt - about $400 mllion per year - the biggest
conponent being oil and gas corporate inconme tax. He stated
that there would be growth in the general econony that
woul d not be caught under the cap. He relayed that a broad-
based tax would be captured outside of the cap as well
which would allow for growing expenditures overtinme. He
noted that the cap had been included in the bill as a way
to bal ance the amount of revenues available for governnent
services in high revenue years, with the anmount avail able
in low revenue years. He related that if the intent of the
| egi slature was to have nore room on the higher end, the
start would need to be at a |lower base to assure that the
fund was not overdrawn. He stressed that all the conponents
needed to mai ntain bal ance.
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Vice-Chair Gara understood that sonme of the revenue may
increase with inflation, but the bulk of the revenue would
be subject to the flat limt, approximately $3.5 billion
He thought that revenue would remain flat and could fal
behind inflation every year. He wondered whether the limt
could be witten to ensure that the reality of inflation
and popul ation growh were reflected realistically.

Comm ssioner Hoffbeck clarified that the oil and gas taxes
and royalties were not limted and would grow. He said that
the only nunber that would go down would be the pernmanent
fund draw. He shared that the permanent fund was now bei ng
added to the -equation because there were insufficient
revenues, under the current system to pay the state's
bills. He held that as oil and gas tax revenues, and other
revenues grew, the sate would have sufficient funds to pay
bills. He furthered that if +the threshold point were
reached where the state had enough in revenue from oil and
gas taxes and other revenues to pay the bills, it would
make sense to cease drawi ng fromthe permanent fund.

8:46:36 AM

Vice-Chair Gara mmintained his concern that the overal
revenue would not grow within the draw limt set in the
| egi sl ation.

Commi ssi oner Hoffbeck replied that the reason for the draw
limt was to recognize that the earnings reserve needed to
be used in the imediate but mght not be necessary into
the future. He stressed that the draw would cease once the
need subsided and was not intended to be a pernmanent source
of inconme for the state.

Vice-Chair Gara agreed that the state should find a way to
[imt the draw from the earnings reserve. He reiterated his
guestion about inflation and population growth. He wanted
to use sonme portion of funds to keep up with those itens.

8:49: 33 AM

Comm ssioner Hoffbeck replied that the CS allowed for
headroom by going $.80 on the dollar. He remnded the
conmittee that under current revenues there was $600
mllion in headroom for growh before the Ilimt was
reached.
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Representative WIlson relayed that the conmmttee had heard
from Ken Alper, Drector, Tax Division, Departnent of
Revenue that HB 111 did constitute a substantial tax change
on the oil and gas industry. She wondered whether the
change coul d have negati ve repercussions.

Conmi ssioner Hoffbeck cited the imediate fiscal deficit
necessitated that all things should be on the table for
consideration. He stated that everything that the state did
woul d have an inpact sonewhere. He said that HB 111 stil
needed to work its way thorough the senate and could | ook
different after it traveled through the |legislative
process.

Representative WIson argued that the conditional |anguage
did not allow for the senate to nmake changes to HB 111 She
asked if the admnistration had a position on the current
version of HB 111.

8:52:31 AM

Comm ssioner Hoffbeck replied that the legislation was a
strong statenment from the house najority. He felt that the
bill would ultimately end up in a conference committee. He
believed that that commttee would weigh all iterations of
the legislation, including the conditional |anguage in the
current version.

Representative WIson thought that that admnistration
would want to be involved in the <crafting of the
| egi sl ati on. She asked whether the adm nistration believed
that SB 21 was hel ping to increase oil production.

Comm ssi oner Hoffbeck replied the departnent had answered
the question many tinmes. He said that it was not possible
to say definitively whether SB 21 was responsible for
additional oil production in the state. He stated that nost
of the fields that were currently online had been in the
wor ks before the passage of SB 21.

Representative WIson asked whether the adm nistration was
confident conpanies would continue work on new fields, or
pursue other options el sewhere, if the tax system changed.

Comm ssioner Hoffbeck answered that as long as the

| egislature was split 50/50 on whether the current tax
structure was the appropriate tax structure, there would
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al ways be a large anmount of uncertainty in the underlying
tax structure. He believed that the state needed to get to
a tax structure that enough people supported to let it stay
in place for a significant period of time. He stressed the
need to create a fiscal plan that included a stable oil and
gas tax policy. He contended that industry could not make
i nvestnment decisions if the rules continually changed.

8:56: 31 AM

Representative WIlson did not believe there was anyone on
the commttee who believed the tax credits did not need to
be dealt with. She contended that HB 111 would increase
taxes for industry, which would result in a decrease of
i ndustry investnment and activity in the state.

Comm ssi oner Hof f beck replied that when oil prices
collapsed the state lost 90 percent of its revenue. He
shared that the next largest loss in revenue was in North
Dakota, while Texas lost less than 1 percent of their
revenue. He said that the compounding effect of the state
reliance on oil and gas, plus a net tax system that
exaggerated the inpact of |lower prices, had brought the
state to a point where the tax needed to be reexan ned. He
said that the state had taken a hit in its tax revenue that
had far exceeded hits taken by other tax regines.

Representative WIson countered that Alaska could not be
conpared to Texas because of the costs and regul ati on faced
by industry to do business in the state. She felt that the
state already took too much from the oil industry in the
way of taxes. She warned that an increase in taxes would
yi el d poor results for the state.

8.59:22 AM

Representative Pruitt asked whether it could be expected
for the governor to weigh in on his opinion of HB 111,

shoul d the bill pass the house.
Comm ssi oner Hoffbeck replied that the adm nistration would
weigh in on conponents of the bill during future testinony

before the senate.

Representative Pruitt felt that the conditional |anguage
negated the admnistration having specific opinion on
certain bill conponents; the admnistration would have to

say "yes" or "no" to the bill as an entire package.
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Comm ssi oner Hof f beck responded that the conditional
| anguage in the bill was strong statenent by much of the
conmmittee of their intent to pass a full fiscal plan,
including oil and gas tax reform and a broad-based tax. He
t hought that conference-able provisions of the I|egislation
woul d be considered in a conference conmttee on the bill.

Representative Pruitt asked why the admnistration had
introduced SB 26 and why it was needed.

Conmi ssioner Hoffbeck answered that the state was in
i medi ate need of a plan that offered a certain anmount of
revenue, while protecting savings fromtotal depletion.

9:01: 41 AM

Representative Pruitt wunderstood that the admnistration
felt structure was necessary.

Representative Pruitt recalled testinony that said that the
| egi slature could act under its own direction and did not
need a revenue limt.

Comm ssi oner Hoffbeck replied that the adm nistration would
al ways assune the legislature would followits own rul es.

Representative Pruitt asked whether the governor had a
statenent about whether the state should have a bicanera
or unicaneral |egislature.

Comm ssi oner Hof fbeck replied that he had no know edge of
t he governor's opinion on the matter.

Representative Otiz asked whether the potential payback
amount for earned tax credits had any inpact on the $1.2
billion to $1.4 billion draw limt.

Comm ssi oner Hof f beck responded it would not have an inpact
on the draw limt.

Vice-Chair Gara queried the comm ssioner's opinion as to
whether the legislation would provide a fiscal plan that
protected the state's econony.

9: 05:10 AM
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Comm ssi oner Hof fbeck answered that the bill would not get
the state to the finish [ine on its own. He said that a
broader fiscal plan that acconpanied the wuse of the
permanent fund would be necessary in order to not deplete
the funds savings. He relayed that this was the |argest
conponent of the fiscal solution, but wthout substanti al
expenditure reductions or a broad-based tax that would
generate $600 mllion to $700 mllion the budget gap woul d
not be filled.

Vice-Chair Gara expressed concern for the future of the
state's econony if the budget gap was not solved. He asked
if a partial plan would be dangerous to the econony.

Comm ssi oner Hof fbeck answered that a partial plan did not
take the uncertainty out of the equation. He stated that it
woul d be necessary to achieve a full plan. He clarified
that the entire plan did not have to be inplenmented in the
current year, but a plan needed to be made and conmuni cat ed
to the public.

9:07:35 AM

Representative WIlson stated the bill anticipated $650
mllion from Alaskans in the form of a broad-based tax. She
t hought that the people in support of the bill wanted to
would kill the oil industry. She asked whether the
| egi slature was | ooking at other taxes that were not in the
bill.

Co-Chair Seaton believed there was confusion about the
topics included in the bill. He clarified that the
conditional |anguage in the CS instituted a full fiscal
pl an, including: oil and gas taxes and credits, permanent
fund draw, an incone tax, and a notor fuel tax was included
in the budget as well. He noted that the bill contained
del ayed effective dates in order to inplenent each
conponent according to timed intervals. He believed that
all of the conponents passed together would balance the
stat e budget by 2021.

9:11: 02 AM

Representative W/ son expressed confusion on the topic of
di scussi on.
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Representative Pruitt wondered whether public opinion would
influence the commttee's decisions concerning the state's
fiscal crisis.

Co-Chair Seaton replied that the conmttee had heard public
testinmony on all the elenents contained in the |egislation.
He noted that changes had been nmade in the bill concerning
an inconme tax, based on the public testinony that had been
received. He added that testinony on the draw limt had
influenced the current bill version. He stressed that
further public testinony for the bill would be taken and
was a critical part of the legislative process.

Representative Pruitt referred to a survey put out by Co-
Chair Seaton's office that resulted in 67 percent
responding in opposition of an increase of oil and gas
production taxes for conmpanies in Alaska. He added that a
follow up with M. Ruggiero had indicated that HB 111 woul d
result in a substantial increase in those taxes. He thought
that the majority of public opinion clearly opposed HB 111
and queried why HB 111 had ended up a key conponent of SB
26.

Co-Chair Seaton rebutted that public opinion had been taken
into consideration. He stressed that the |egislation had
been crafted based on decisions grounded in the reality of
the fiscal situation. He argued that the problens of the
state could not be solved by sinple surveys and he noted
that on the senate side the majority of public opinion had
favored a broad-based tax of sone kind. He clarified that
public testinony could inform the conversation, but that
| egislation was ultimately crafted by elected officials and
not the public.

9:15:26 AM

Representative Quttenberg had a different opinion than the
| egi slative consultant Rich Ruggiero. He felt that public
opinion had not weighed in heavily on one side or the
other. He felt that the fiscal crisis had been |oom ng for
many years. He recalled the economsts that had testified
before legislature of the fiscal cliff it was approaching
and how it could be handl ed. He believed that action needed
to be taken in order to stabilize the econony and that the
tools were available for immedi ate action. He stressed that
there was a difference between what oi | conpany
representatives said at the testifier table and what they
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said around the world. He believed that they were paid to
put pressure on the legislature to hold oil conpanies
harm ess in the process of righting the state's econony.

9:20: 30 AM

Vice-Chair Gara asked for verification the conmmttee was
not in final debate on the bill and that anendnents woul d
still be accepted.

Co- Chair Foster agreed.

Vice-Chair Gara expressed concern over additional budget
cuts and the effect it would have on jobs in the state. He
t hought that passing a budget that resulted in further job
| osses to the state woul d destroy the econony.

9:22:27 AM

Representative Pruitt asked whether the commttee would
support any of the anendnents offered by the mnority. He
| anented that the committee had no accepted any of his
anmendnents during the current |egislative session.

Co-Chair Seaton believed that the statenment was untrue. He
recalled that an anmendnent had been renoved from
consideration because it violated the single subject rule.
He said that well crafted anmendnents woul d be consi dered by
the committee.

Representative Pruitt wanted assurances that his anmendnents
woul d be considered. He suggested renoving Section 19 of
the bill and doubted that the idea carried nuch support
from the commttee. He wondered whether the anendnent
process would be a waste of tine.

Co-Chair Foster wanted to ensure the public had an
opportunity to weigh in. He relayed that anmendnents woul d
be due the following day at 11:00 am He recessed the
neeting to a call of the chair [note: the neeting never
reconvened] .

Representative WIlson clarified the bill version.

Co-Chair Foster restated the version before the commttee.
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Co-Chair Foster recessed the neeting to a call of the
chair. [Note: the neeting never reconvened].

#
ADJ QURNVENT
9: 25: 57 AM

The neeting was adjourned at 9:25 a.m
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