SENATE FI NANCE COW TTEE
February 27, 2017
9:05 a.m

9: 05: 39 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:05 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Anna MacKi nnon, Co-Chair
Senator Cick Bishop, Vice-Chair
Senat or M ke Dunl eavy

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Laura Craner, Staff, Representative Anna MacKinnon; Rob
Carpenter, Fiscal Analyst, Legislative Finance; Randall
Randal | Hof f beck, Conm ssioner, Departnent of Revenue; Pat
Pitney, Director, Ofice of Managenent and Budget, Ofice
of the Governor; Ken Alper, Director, Tax Division,
Departnment of Revenue; Jerry Burnett, Deputy Conm ssioner,
Treasury Division, Departnment of Revenue.

SUVVARY

SB 70 APPROP. LI M T/ BUDGET PROCESS/ PERM FUND
SB 70 was HEARD and HELD in committee for further
consi derati on.

#sb70

SENATE BILL NO. 70

"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."

9:06: 23 AM

Co-Chair Hoffrman remarked that the Senate had introduced SB
70 primarily to address the deficit. He rem nded that the
body was constitutionally obligated to pass an operating
budget. He remarked on the state's dw ndling savings, and
noted that the legislature had reduced the budget
substantially from an $8 billion budget to just over $4
billion. There was still a deficit of over $3 billion. He
recounted that the legislature had struggled the previous
year in conmng up with conponents to address the deficit.

Co-Chair Hoffrman pointed out that the previous year the
Senate had passed SB 128 [legislation pertaining to the
earnings of the Permanent Fund], but was unsuccessful in
getting any mmjor legislation to pass both bodies. He
commented that there were one year's worth of reserves in
the Constitutional Budget Reserve (CBR), and it was nore
critical than ever that the legislature try to address the
fiscal concerns of the state. He shared that the Senate had
cone up with additional reductions, including the 5-4-3
plan, to cut $750 mllion over the course of the next 3
years. He thought that SB 70 was a critical conponent of
the Senate's plan. He referred to a spending limt wthin
the bill, as well as structural changes to the Pernmanent
Fund Dividend (PFD) Pr ogram He thought t hat t he
restructuring would give the people of the Alaska sone
assurance that the dividend would be protected in the
future. He referenced comments from the governor that
suggested that wthout structural changes the dividend
could be in jeopardy. He believed the people of Al aska
deserved a PFD.

Co- Chair Hoffman continued discussing the PFD and thought
it had averaged about $1000 over the course of the last 20
years. He recalled the first dividend was $1000, which he
t hought was a fair anobunt to target. He thought the bill
was a beginning point. He felt that the bill was crucial to
any fiscal plan that cane forward fromthe | egislature.
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9:10: 37 AM

Co- Chair MacKi nnon expressed that she would like to walk
t hrough the bill

LAURA  CRAMER, STAFF, REPRESENTATI VE ~ ANNA  MACKI NNON
di scussed the Sectional Analysis for SB 70 (copy on file).
She noted that many of the provisions in the bill were
simlar to SB 128, which the commttee passed during the
previ ous session. She related that she would highlight
which sections of SB 70 were simlar to the previous
| egi sl ation.

9:11: 30 AM

Ms. Craner read fromthe Sectional Analysis:

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

*Section 2: Renpves the reference to the current
statutory appropriation limt

*Section 3: Statutory Appropriation limt:

e Unrestricted CGeneral Fund appropriations may not
exceed $4.1 billion

e Adjusts for inflation using known inflation data

e Inflation adjustnent is based on the Consumner
Price Index for Anchorage prepared by the United
States Bureau of Labor Statistics

Appropriation Limt excludes appropriations:

* To the Al aska Permanent Fund;

* For Permanent Fund Dividend paynents;

e For paynent of Debt obligations of the state
(e.g. - Ceneral nligation Bonds and Certificates
of Participation);

e and for Capital projects

*Section 4: Under the responsibilities of t he
governor, adds |language requiring the governor to
submt a report with the release of the Decenber 15th

proposed budget, a calculation of the statutory
appropriation limt and how the budget falls wthin
the limt
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Ms. Craner noted that |anguage in Section 1 was identica
to | anguage from SB 128.

9:13:16 AM

Ms. Craner continued to address the sectional analysis:

*Section 5: Dedicated deposits of royalties to the
Permanent Fund are reduced from the current 25/50
split on old/ new | eases to the constitutional m ninmm

of 25%
*Section 6: Requires the Alaska Pernanent Fund
Corporation to determine the net incone of the

earnings reserve account excluding the unrealized
gains or losses. Deletes the existing |anguage for
determ ning inconme available for distribution fromthe
fund “.21 percent of the net inconme.for the last 5
fiscal years..

*Section 7: (b) Defines the Percent of WMrket Value
payout as five and one-quarter percent of the average
year-end narket value of +the Permanent Fund and
Earni ngs Reserve Account for the first five of the
nost recently conpleted six fiscal years. The payout
may not exceed the year-end balance of the earnings
reserve account for the fiscal vyear just ended.
Excl udes the Anerada Hess funds fromthis cal culation

(c) Reserves 25% of the POW payout for dividends. The
remai ni ng 75% of the payout is subject to a dollar for
dollar reduction as oil and gas revenue rises above
$1.2 billion. The reduction takes place if (1) exceeds

(2):

(1) Total anobunt of non-dedicated royalties - oil
and gas production taxes, mneral |ease rentals,
royalties, royalty sale proceeds, net profit
shar es, and federal m ner al revenue sharing
paynents and bonuses that are deposited into the
general fund in the current fiscal years

(2) $1, 200,000,000 revenue limt

Ms. Craner continued to discuss the sectional analysis:

Senat e Fi nance Comm ttee 4 02/ 27/ 17 9:05 A M



*Section 8: Changes the Percent of Market Val ue payout
from five and one-quarter percent to five percent
(effective date found in section 20, July 1, 2021)

*Section 9: The Amerada Hess funds which are deposited
into the capital incone fund are not available for
di stribution under the POW cal cul ation

*Section 10: AS 37.13.145 is the Disposition of I|ncone
of the Permanent Fund statute

Subsection (e) allows for appropriation from the ERA
to the general fund subject to the provisions outlined
in Section 7

Subsecti on (1) provi des an inflation proofing
nmechani sm whereby any ampunt in the ERA over 4 tinmes
the POW payout (less the payout just nmade) may be
appropriated to the Permanent Fund Pri nci pal

*Section 11: Allows for appropriation from the ERA to
the Dividend fund 25% of the anmount cal culated for the
POW (Dividends are conprised of 25% of the 5.25%

POW)

Ms. Cramer pointed out that |anguage from Section 9 had
al so been in SB 128.

9:16: 29 AM

Ms. Cramer continued to discuss the sectional analysis,
noting that Section 12 was al so | anguage fromthe SB 128:

Section 12: Mental Health Trust Fund my not be
included in the conputation of incone available for
di stribution under the POW

*Section 13: Carifies that the amount to the dividend
fund is the amount appropriated (not transferred)

*Section 14: The anount of each Per manent Fund
Dividend for fiscal years 2018, 2019, and 2020 shall
be $1, 000

*Section 15: Conforms to Sec. 11, which noves noney to
the Dividend Fund by appropriation
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*Section 16: Once the noney is in the Dividend Fund
t he Departnent of Revenue shall annually pay dividends
wi t hout further appropriation

*Section 17: Repeals current statutory appropriation
limt |anguage and the current dividend cal cul ation

*Section 18: Repeals Section 14 - $1,000 dividend for
three years on June 30, 2021

*Section 19: Transition | anguage gi ving t he
Conmi ssi oner of Revenue and the Al aska Permanent Fund
Corporation the authority to adopt regul ati ons,
policies, and procedures to inplenent this Act

*Section 20: Previous section takes effect imediately

*Section 21: Effective date for Section 8 - changes
the Percent of Market Value payout from five and one-
gquarter percent to five percent, July 1, 2021

*Section 22: Effective date of July 1, 2017

Co-Chair Hoffrman asked if the conmittee had received an
opinion as to whether the bill met the single-subject rule.

Ms. Craner relayed that typically there was a nmeno at the

time a bill was drafted, and she had not received one with
SB 70.
9:20:17 AM

ROB  CARPENTER, FI SCAL ANALYST, LEG SLATI VE FI NANCE,
di scussed the document "LFD Fiscal Model," which showed
five graphs and a data table (copy on file). He pointed out
the graph in the wupper left quadrant, which depicted
Unrestricted GCeneral Fund (UGF) revenue and UG- budget
under the bill scenario. The blue bars denoted existing UG
revenue, and the green bars denoted the Percent of Market
Val ue (POW) payout. The orange bars depicted usage of the
Constitutional Budget Reserve (CBR) to bal ance the budget.
He infornmed that the bottom axis showed fiscal years from
FY 16 to FY 26. The nodel showed that by FY 26, the budget
was virtually bal anced. The table on the bottom left of the
sheet showed the nunbers reflected by the graph. The graph
showed that a $58 million deficit would remain in FY 26. He
noted that the margin of error on the projections was
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significant, but thought the graph represented a bal anced
budget .

M. Carpenter drew attention to the 2nd graph on the left-
hand side, which depicted the health of the budget reserves
under the bill scenario. He pointed out the orange bars

which represented the CBR, and the green bars that
represented the Permanent Fund Earnings Reserve Account
(ERA). The graph entitled 'D vidend Check' on the upper
right of the nodel depicted the status quo dividend with a
red line; and the dividend under the nodel of SB 70 was
represented by a purple line.

M. Carpenter directed attention to the mddle graph on the
right-hand side of the docunent, "Pernmanent Fund," which
showed the health of the fund under the nobdel conpared to
the status quo. The fund maintained its real value over the
time span, and ended in FY 26 at 102 percent of real val ue.
He noted that the PFD payout (represented on the table
bel ow the graph) started at 5.75 percent and dropped to
5.25 percent and then 5 percent. The plan provided an
effective payout of 4.56 percent starting in FY 18 because
of the 5-year average.

M. Carpenter spoke to the graph on the Ilower right,
"Payout for Dividends and GCeneral Fund,” which was a
depiction of the anpbunt to be paid or transferred into the
Ceneral Fund (GF) and the anmount transferred into the
di vidend fund. Approximately $1.8 billion would be
transferred in FY 18, rising to $2 billion, wth alnopst
$2.3 billion transferred to the GF by FY 26.

9:23: 36 AM

Senat or Dunl eavy asked if the nodel assunmed budget cuts had
t aken pl ace.

M. Carpenter noted that the nodel reflected no cuts.

Senat or Dunl eavy asked if the nodel showed a $180 million
capi tal budget.

M. Carpenter answered in the affirnmative.

Senator Dunleavy directed attention to the bottom right
graph entitled "Payout for Dividends and CGeneral Fund." He
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asked if the governnment take was greater, or if it changed
inrelationship to the dividend after FY 23.

M. Carpenter stated that the payout anmounts were shown on
a table directly below the graph, and observed that the
payouts went from $1.8 billion to $2.1 billion in FY 23. He
stated that theoretically as the market value of the fund
grew, the payout for governnent and the dividend would grow
with it.

Senator von |Inhof reflected that part of SB 70 had a
spending cap starting at $4.1 billion UG. She asked if the
total budget included designated funds or only UGF

M. Carpenter explained that the nodel showed the UG-
budget and revenue picture, to which the spending limt
woul d apply.

Senator von Inmhof thought the dotted line on the graph
shoul d start at about $4.1 billion initially.

M. Carpenter answered in the affirmative, and noted that
the dotted line on the graph depicted roughly $4.3 billion,
and the appropriation limt excluded appropriations for
state debt (general obligation bonds, etc).

9:26:14 AM

Co-Chair Hoffman asked if the appropriation limt also
excluded the capital budget of $180 million.

M. Carpenter answered in the affirmative.

Co-Chair Hoffman asked if the inflation factor was
cal cul ated as a constant 2.25 percent.

M. Carpenter stated that the graphs nodelled 2.25 percent
inflation.

Co-Chair Hoffman asked if M. Carpenter could explain the
CBR ear ni ngs shown at 2.89 percent.

M. Carpenter explained that the Departnment of Revenue

currently estimated that 2.89 percent was the assuned rate
of return for the CBR
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Co-Chair Hof fran asked about the rate of return over the
previ ous ten years.

M. Carpenter did not have an exact figure, but suggested
that the rate of return had been considerably | ow given the
| ower balance in the CBR which had led to conservative
i nvest ments.

Senator Mcciche noted that the commttee tried to apply
pressure (while still mnaging liquidity) and to nore
aggressively invest the CBR earnings so that they were nore
simlar to the PFD. He was glad the nodel was relatively
conservative wth the CBR earnings, but felt that a
substantial amount of potential earnings had been given up.
He hoped that if the legislation noved forward that the
subject would be nore carefully evaluated. He understood
that there would be a greater demand for liquidity, but he
t hought any greater earnings to the CBR would make the
nodel | ook better. Any increase in the price of oil or any
additional budget cuts would also make the nodel | ook
better. He wunderstood that the nodel was predicated on
assunptions and the understanding of the fall forecast.

M. Carpenter agreed.

Senator O son asked if deferred mai ntenance was consi dered
under the nodelling or was part of the $180 million capital
budget .

M. Carpenter stated that the $180 mllion was higher than
the current capital budget, and considered the anount
needed to match federal funds. He acknow edged that there
was sonme anmount built in for deferred maintenance in the
out years, but it was not a significant anmount given the
consi der abl e backl og. He thought there could be pressure to
have a capital budget |arger than $180 mllion, but LFD had
to assunme a nunber for nodelling purposes.

9:30:12 AM

Senator Dunleavy referred to Section 5 of the bill, and
asked how the split of dedicated deposits of royalties was
det er m ned.

M. Carpenter noted that Section 5 would change the

dedicated royalty of the Permanent Fund back to the
constitutionally required mninum Currently, the royalty
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to the fund was based on the mninum plus any fields from
1979; and was averagi ng approxi mately 30 percent. The bil
woul d reduce the royalty to 25 percent required by the
constitution, in order to provide nore noney to the G-

Senator Dunl eavy asked about Section 7, and wondered why
the 5.25 percent POW was chosen.

Co- Chair MacKi nnon communi cated that the sane POW anount
had been in SB 128 the previous year.

Ms. Cranmer stated that the commttee had run variable
nunbers through the nodel that M. Carpenter had presented,
and the 5.25 percent was chosen with recognition of the
many years of deficit spending and use of the state's
reserves. Mrre funds were needed to help wth the fiscal
chal l enges of the state at the outset, and the rate was set
at 5.25 for three years. The anpbunt was a policy call nade
by the body.

Senator Mcciche referenced nodelling that was done when
considering SB 128 the previous year; and the 5.25 percent
had not "failed the test" when considered by the comittee.
He asked if the amount would drop down to 5 percent after
three years.

Ms. Cramer answered in the affirmative. She reiterated M.
Carpenter's assertion that the effective payout was not
5.25 percent, but rather an average of approximately 4.5
percent for the next 9 years.

Co- Chair MacKi nnon asked if the effective payout was based
on a five-year average.

Ms. Craner answered in the affirmati ve.

Co-Chair Hoffrman noted that the two areas of great concern
were debt service, and contributions to the Public
Enpl oyees' Retirenent System (PERS) and the Teachers'
Retirement System (TRS). He asked how the itenms were
treated in the nodel, and if there was a forecasted paynent
schedul e.

M. Carpenter answered in the affirmative, and specified
that there was forecasted state assistance, retirenent, and
debt service built in to the operating budget as projected
by the actuari es.
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9:34: 05 AM

Senat or Dunl eavy asked about Section 11, and wondered why
the appropriation to fund the dividend was chosen to be 25
percent of the POW, rather than a greater anount.

Ms. Craner explained that the anmount was a policy decision.
She noted that there had been discussion of 33 percent and
50 percent in other bills.

Senat or Dunl eavy asked for an explanation of an
appropriation versus a transfer as listed in Section 13 of
the bill.

M. Carpenter stated that the intent of Section 13 was to
signify that there would be an appropriation to the
D vidend Fund, and there were no further appropriations
required.

Co- Chair MacKinnon recalled that the governor had vetoed
the previous year's dividend, and asked if the |anguage in
Section 13 would affect his ability to veto future
di vi dends.

M. Carpenter answered in the negative.

Senator Dunleavy asked if the governor could still veto a
di vi dend.

M. Carpenter answered in the affirmative.

Senator M cciche thought it would be interesting to have a
retrospective white paper that explicated the objectives
for choosing the nunbers associated with the Pernmanent
Fund, such as the amunt of dedicated deposits of
royalties. He thought he had broad-based know edge of the
formati on of the fund and the ensuing dividend program t hat
cane after, but thought it would be enlightening for the
public and nenbers to have the additional information.

Co- Chair MacKi nnon believed that many did not know that the
| egislature had contributed billions of dollars in excess
of its constitutional responsibility to nmake sure that the
fund was healt hy.

9:38: 01 AM
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Senat or Dunl eavy asked about the spending cap, and wondered
how to prevent the shifting of operating dollars to
capi tal

Co- Chair MacKi nnon stressed that preventing the shift of
funds was the legislature's responsibility. In the past,
operating funds had been called "one-tine itens" and noved
to the capital budget. She referred to past actions of
Senator Bert Stedman; who had extensive know edge of
finance, and had adjusted the books so that the fund
shifting would not occur. She thought it was inportant for
the legislature told hold itself accountable in making sure
that capital items were in the capital budget, and
operating itenms (recurring expenses) were in the operating
budget. As chair of the capital budget, she had identified
itens in the current capital budget that she believed
bel onged in the operating budget. She affirnmed that the
commttee would realign the proposed capital budget so that
the policies and transactions stayed in the correct place.

Senator Dunleavy requested the LFD Fiscal Mdel to be
cal cul ated after considering $300 million in cuts.

Co- Chair MacKi nnon asked about the presunption for current
spending used to calculate the nodel. She thought it had
taken a reduction into account, although not the entire
$300 million referenced by Senator Dunl eavy.

M. Carpenter stated that the $4.3 billion depicted on the
nodel was reflective of the current spending level. If the
exclusions under the appropriation |imt were assuned
(primarily the amunt going to debt service), then the
total would be approximtely $4.08 billion.

Co-Chair MacKinnon asked M. Carpenter to prepare the
docunent as requested, accounting for the goal of $300
mllion in reductions.

Senat or von | mhof wanted to discuss the Anchorage Consuner
Price Index (CPI) as the inflation index. She thought using
a 5-year average of the POW helped to reduce variability
over tinme. She shared a concern about variability in the
Anchorage CPI. She wondered if LFD had given thought to
doing a five-year retrospective look at the CPlI in
Anchorage. She understood that there was a CPl recorded for
Anchorage but not for Alaska as a whole. She thought a
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five-year retrospective would provide a snoother nunber
over time.

M. Carpenter did not believe there had been discussion of
averaging of the CPlI, but thought it was a reasonable
consi derati on. He concurred that inflation had sone
volatility, although not as extrene as narket returns.

9:42: 26 AM

Senator M cciche asked if M. Carpenter could provide the
conmmittee with a 20-year chart of the Anchorage CPlI to
provi de nore understanding of the possible fluctuation. He
t hought using the Anchorage CPlI al so provided cost control,
nore so than an Al aska-w de i ndex.

M. Carpenter thought Senator Mcciche had made a fair
assessment. He stated that there was a nore conservative
gromh rate in the appropriation limt by wusing the
Anchorage CPI rather than an index of all of Al aska.

Ms. Cranmer added that as Senator von |nmhof had stated, the
United States Bureau of Labor Statistics only provided a
CPl calculation for Anchorage rather than statew de. She
addressed  Senator Dunl eavy's question pertaining to
controlling operating expenses and not shifting themto the
capi tal budget. She pointed out that on page 2, line 19 of
the bill there was a fairly strict definition of "capita
project."” She thought the definition did not preclude the
shifting of appropriations, but the definition was specific
to activities such as construction, repair, structural
i mprovenent, |land acquisition; with a $10,000 threshol d.

Vice-Chair Bishop referred to the downturn of the price oi
in the 1980's, and recalled that the state had growmn at a
rate of 1 percent over about 20 years. He thought the plan

was close to optimal, but mght need snmall changes. He
referred to deferred maintenance, and enphasized that it
was necessary for the legislature wrk wth the

adm nistration to get on a schedule. He feared that if a
schedul e was not acconplished, the state would never get
out of a cycle of peaks and valleys with UG funds.

9:46: 05 AM
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Senat or Dunl eavy asked about the tineline of the bill, and
when Co-Chair MacKinnon expected to take action on the
bill.

Co-Chair MacKinnon did not have an expectation as to a
tineline for the bill, and stated that the commttee was
waiting on the Senate State Affairs Comrmittee to send the
ot her opti ons.

Senator Mcciche referred to Vice-Chair Bishop's comments,
and thought everyone could agree that the state was in
energency managenent node the past several years; and there
had been no opportunity to spend funds on deferred
mai nt enance. He agreed that deferred mai ntenance was a debt
burden that would continue to grow until there was a plan
in place. He thought that the bill dealt with the mgjority
of the fiscal gap and balanced the budget over tinme. He
t hought increased revenue would allow for conprehensive
pl anning. He thought that if the price of oil went even
lower it would necessitate further cuts and possibly broad-
based taxes. He hoped that the plan would stabilize the
econony and bring the state out of a recession. He spoke to
the investnent environnent in the state and the inportance
of a plan.

9:49:12 AM

Senator von Inhof recounted that the Anchorage School had
done an analysis and evaluated each of its buildings to
prioritize and <create a scheduled naintenance and
repl acenent plan. She thought a statew de conprehensive
eval uati on would be challenging but positive. She pondered
a reasonable prioritization and evaluation system that nade
sense to plan over tine.

Senator O son asked how the inplenentation of the state
income tax would affect the nodel, at the rate being
di scussed in the other body.

M. Carpenter stated that inplenmentation of an incone tax
woul d be reflected in a surplus in the upper |eft quadrant
on the nodel, and woul d be observabl e in about FY 23.

Senator Dunleavy thought the state needed a naintenance

schedul e as discussed by Senator von |Inmhof, to include
reeval uation of assets and priority setting. He thought a
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selling or abandoning of assets was also inportant to
consi der.

Senat or Dunl eavy referred to Senator O son's question about
income tax, and asked if anything in the bill would prevent
the spending of the proceeds from such a tax.

M. Carpenter relayed that an incone tax would be
considered UG-, and the appropriation |limt could be
exceeded with a sinple najority vote.

9:53: 30 AM

Senator Dunl eavy asked if the price of oil would reduce the
draw on the permanent fund and factor into the use of an
i ncone tax.

Ms. Cranmer answered in the affirmative. The revenue limt
applied to the POW draw, and oil and gas revenue above the
anmount .

Co- Chair MacKi nnon di scussed a possible anendnent to | ower
the revenue limt.

Senator Dunl eavy considered that any tax revenue could be
included in the scenario.

Senator M cciche thought that the primary focus should be
on the health of the corpus of the Permanent Fund. He
agreed with Senator Dunleavy in that if there was a
dramatic inprovenent in the price of oil, increased
spending could occur. He thought it was necessary to be
absolutely mndful of future additional revenues. He

remnded that the bill was nerely adjusting an existing
statutory spending limt, and the plan was for a
constitutional |imt in the future once right growth was

engaged. He thought there were assets in the state that
were kept on the books. He reiterated that the |egislature
woul d have to exercise discipline to ensure that the state
did not return to a nodel of excess spending.

9:57:15 AM

Co- Chair MacKi nnon understood that departnments had lists of
its facilities as well as the schedule in place for
mai nt enance.
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Ms. Cranmer relayed that she had communicated with the
O fice of Managenent and Budget (OVB) two weeks previously,
and found that it had a running |list of deferred
mai ntenance wth prioritization criteria. She furthered
that OVMB had a presentation ready and available to show the
comm ttee. She affirmed t hat there were deferred
mai nt enance plans within individual departnments directed by
t he governor's office.

Co- Chai r MacKi nnon recogni zed departnent al staff in
att endance.

Co- Chair MacKi nnon thought all the elenments of the bill
were extrenely inportant to Al askans. She stated that the
committee had tried to expeditiously produce the bill. She
commented that each section was an opportunity to "turn a
knob" in public policy, such as the setting of the POW
draw. She referred to a recent constituent neeting at which
sonmeone asked about the POW draw, which was a flat
percentage rate of the total value of the Permanent Fund.
The rate could be used in a calculation that would provide
di vidends and a revenue streamfor state government.

10: 00: 18 AM

Co- Chair MacKi nnon noted that each section of the bill was
an opportunity to do things differently. She remarked that
the bill was in draft form and was subject to change. She

hoped to nove a piece of legislation out of the conmttee
as quickly as possible. She asserted the national credit
rating agencies were watching the state. She noted that the
state's unfunded pension liability exceeded $6 billion. She
pointed out that nationally pension prograns and private
prograns were reducing assunptions on returns. She thought
the state was structurally inbalanced. She agreed wth
ot her proposals that included reductions. She enphasized
the coll aborative process of working within the |egislature
to solve fiscal problens. She expressed optimsm that the
commttee nmenbers would bring diverse people's views to the
t abl e. She noted that the state had the highest
unenpl oynent rate, by over 2 percent, and was now in
recession.

Co- Chair MacKi nnon discussed the agenda for the follow ng
day.

#
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ADJ OURNVENT
10: 04: 31 AM

The neeting was adjourned at 10:04 a. m
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