SENATE FI NANCE COWM TTEE
March 6, 2017
4:02 p. m

4:02: 23 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 4:02 p.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

Senator Bert Stedman; Bill Corbus, Self, Juneau; John
Soni n, Self, Juneau.

PRESENT VI A TELECONFERENCE

David O ness, Self, Cordova; Paul Kendall, Self, Anchorage;
Dennis WAt son, Mayor, Craig; M chael Brantley, Self,
Anchorage; Oin Seybert, Self, Anchorage; Bruce Jaffa,
Self, Mdose Pass; Dave Hanson, Self, Anchorage; Jerry
Al derman, Self, Anchorage; Ben Milligan, Deputy Director,
Al aska Chanber, Anchorage; M ke Coons, Self, Anchorage;
Marl eanna Hall, Executive Director, Resource Devel opnent
Council, Anchorage; Cyde Boyer, Self, Honer; Earl Lackey,
Al aska Raceway Park, Mat-Su; Beth Fread, Self, Palner;
Deantha  Crocket, Executive Director, Alaska Mner's
Associ ation, Anchorage; George Pierce, Self, Kasilof; David
Scott, Self, Juneau; Jeanine St. John, Self, Anchorage;
M chael Chanbers, United for Liberty, Anchorage; Rebecca
Cull ey, Self, Anchorage; Karen Perry, Self, Chugiak; Chris
Ei chenl aub, Self, Eagle River; Dayne Cark, Self, Soldotna;



M chael Garhart, Self, Wasilla; Garvan Bucaria, Self,
Wasilla; Daryl Nelson, Self, Chugiak; Lesa Hollen, Self,
Anchor age; Denny Kay \Weat hers, Sel f, Prince WIIiam
WIlliam Topel, Sel f, Anchor age; David Nees, Sel f,
Anchor age; John Faul kner, Self, Honmer; Kathie Wssernman,
Executive Director, Al aska Minicipal League, Juneau; Bryan
Zak, Self, Homer; Tom Braun, Self, Sutton; Janes Squyres,
Self, Rural Deltana; WIIliam Deaton, Self, Cordova; Jesse
Bj orkman, Self, N kiski; Bethany Andersen, Self, Kasilof;
M chael Shower , Sel f, Wasi | | a; Andree MLeod, Sel f,
Anchor age; Steve St. Cair, Sel f, Wasi | | a; Debor ah
Brollini, Self, Anchorage; WIIliam Reiner, Self, Anchorage;
Pam Goode, Self, Rural Deltana.

SUMVARY

SB 21 PERMANENT FUND: | NCOVE; POW: DI VI DENDS
SB 21 was HEARD and HELD in commttee for further
consi derati on.

SB 26 PERM FUND: DEPCSI TS; DI VI DEND; EARNI NG
SB 26 was HEARD and HELD in conmittee for further
consi derati on.

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

#sb21

#sb26

#sb70

SENATE BILL NO. 21

"An Act relating to appropriations from the incone of
the Al aska permanent fund; relating to the calculation
of permanent fund dividends; and providing for an
effective date.”

SENATE BILL NO. 26

"An  Act relating to the Al aska Permanent Fund
Corporation, the wearnings of +the Alaska pernanent
fund, and the earnings reserve account; relating to
the nmental health trust fund; relating to deposits
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into the dividend fund; relating to the cal cul ation of
permanent fund dividends; relating to wunrestricted
state revenue available for appropriation; and
providing for an effective date."

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."

4:04: 02 PM

APUBLI C TESTI MONY

4:04:09 PM

DAVID OTNESS, SELF, CORDOVA (via teleconference), spoke
agai nst using noney from the Permanent Fund Dividend (PFD).
He felt that it would negatively affect the people who
depend on the noney from the PFD. He stressed that there
was serious governnent spending problens. He felt that
state enploynent was too high, and expressed di sappoi ntnent
in the consideration of taking noney fromthe PFD

4:06:19 PM

PAUL  KENDALL, SELF, ANCHORAGE (via teleconference),
encouraged the conmttee to take their tinme in considering
the bills. He felt that public enployees could not be paid
nore than those in the private sector. He understood that
Senat or Dunleavy would introduce a plan that nay be nore
benefit to the state. He encouraged the legislature to
continue to nake cuts, and elimnate public pensions. He
felt that a public enployee could not be paid nore than one
in the private sector, because then the person in the
private sector nmay be considered an "indentured servant."
He also felt that all public unions should be elimnated
He felt that public enployees should be paid between $10
and $20 per hour, and not be provided additional
conpensation or benefits. He felt that the |egislature
should return to Anchorage and have an open discussion. He
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felt that there were many events that the |egislature had
no control over, so the efforts of the legislature were
therefore futile.

M. Kendall stressed that the state had nearly $60 billion
in total revenue, but the state had been divided between
the bureaucrats and those that "want to be free." He hoped
that the legislature would nmake Anchorage the "hub of

Al aska", and form partnerships to resolve the state's
i ssues.
4:12:22 PM

DENNI S WATSON, MAYOR, CRAIG (via teleconference), spoke in
support of all three of the bills, but expressed his
specific support for SB 21. He felt that there should also
be additional cuts to state governnent.

4:13:46 PM

M CHAEL BRANTLEY, SELF, ANCHORACGE (via teleconference),
spoke against a state incone tax, but spoke in support of a
sales tax in larger conmunities. He spoke against use of
the PFD. He encouraged the conmttee to split the PFD into
three: $19 billion for the PFD;, $19 billion for the use to
bal ance the state budget; pay everyone in the state a
$45, 000 check.

4:17:31 PM

ORIN SEYBERT, SELF, ANCHORAGE (via teleconference), spoke
in support of SB 70. He remarked that he did not know the
inplications of the other bills. He felt that using the
earnings reserve could support the PFD. He also noted that
the fund would be inflation proof, so the fund would be
protected in perpetuity. He opposed any further budget
cuts, and the depletion of the «constitutional budget
reserve (CBR). He felt that the inconme tax would provide a
hi gher return. He felt that there should be a reinstatenent
of the school tax.

4:22:23 PM

BRUCE JAFFA, SELF, MOOSE PASS (via teleconference),
testified in support of a state incone tax; partial
reduction of the PFD;, reinstitution of the school tax; and
other taxes including fuel taxes, etc. He remarked that he

Senat e Fi nance Comm ttee 4 03/06/17 4:02 P. M



has paid various types of taxes in the time that he has
lived in the state. He felt that there would be difficult
decisions. He felt that any short term solutions may be
hasty, but he felt that using the PFD would not be a frugal
deci si on.

4:26:15 PM

DAVE HANSQON, SELF, ANCHORAGE (via teleconference), spoke in
support of SB 70, wth sonme slight nodifications. He
supported the bills percent of market value (POW)
endownent approach. He supported the 75 percent to genera
fund; 25 percent to PFD separation for the earnings
reserve; and limting the annual PFD to $1000, which was
al nrost equal to the average payout over 36 years. He
encouraged the conmttee to use 5 percent instead of 5.35
percent for the annual earnings reserve draw. He felt that
t he spending cap should be a spending target. He encouraged
the commttee to nodify SB 70 inflation proofing wth
procedures to assure the value of the permanent fund
principle would not be eroded. He felt +that adequate
inflation proofing was a form of spending the principle,
and may be unconstitutional. He felt that there should be a
"claw back" of the $75 million of the $100 million given to
the state's pipeline devel opnment corporation, because they
could afford to sponsor a nusher for $55,000. He encouraged
the legislature to enact the 16 cent over 2 year gasoline
tax increase. He testified in support of an incone tax.

4:29:27 PM

JERRY ALDERMAN, SELF, ANCHORAGE (via tel econference), spoke
agai nst additional cuts to the state budget. He testified
in support of SB 70.

4:30: 20 PM

BEN MJULLI GAN, DEPUTY D RECTOR, ALASKA CHAMBER, ANCHORAGE
(via teleconference), spoke in support of SB 70. He felt
that the bill would create a stable and predictabl e econony
in the state. He shared that a spending cap was |ast
considered in 2015, with a 75 percent approval rate from
t he menbers of the Al aska Chanber.

4:31:52 PM
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M KE COONS, SELF, ANCHORAGE (via teleconference), spoke
against the bills. He nentioned a plan from Senator
Dunl eavy called, "The Fifty-Fifty Plan." He shared that
ExxonMbbil was investing in the @ulf Coast. He remarked
that Al aska had the hi ghest unenploynent rate. He felt that
the bill would "steal"” fromthe people.

4:34: 30 PM

MARLEANNA HALL, EXECUTIVE DI RECTOR, RESOURCE DEVELOPNMENT
COUNCI L, ANCHORAGE (via teleconference), felt that Al aska's
budget policy should ~concentrate first on finding
ef ficiencies and focusing on a series of annual reductions;
it nmust also include a framework to use the permanent fund
earnings to support essential services. She spoke in
support of SB 70. She felt that cautious and prudent use of
the earnings from state investnents would strengthen the
econonmic viability of Alaska leading to increased private
sector investnent in the natural resource industries.

4:37:07 PM

Bl LL CORBUS, SELF, JUNEAU, spoke in support of the bills,
but specifically urged support of SB 70. He felt that the

bill would provide noney for the principle of the permanent
f und.
4:38:52 PM

CLYDE BOYER, SELF, HOVER (via teleconference), spoke in
support of inplenentation of a state income tax. He felt
that the state budget had been adequately reduced.

4:40: 55 PM

EARL LACKEY, ALASKA RACEVAY PARK, MAT- SU (via
tel econference), felt that there were nore cuts that could
be inplemented into the state budget. He spoke in support
of Senator Dunleavy's "Fifty-Fifty Plan." He felt that the
reduced PFD made a negative inpact on the econony.

4:43: 44 PM

BETH FREAD, SELF, PALMER (via teleconference), spoke
against an inconme tax and use of the PFD until the state
budget was reduced to $8.8 billion. She spoke about a bill
from Senat or Dunl eavy.
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4:46:52 PM

DEANTHA  CROCKET, EXECUTI VE DI RECTOR, ALASKA M NER S
ASSCOCI ATI ON, ANCHORAGE (via teleconference), spoke in
support of immediate inplenentation of a long-term fiscal
plan in 2017 to ensure responsible spending at a
sustainable level of between $4.1 and $4.5 billion. She
felt that the plan should include a budget reduction; the
use of permanent fund earnings; and new revenue from broad-
based taxes. She remarked that, in order to reduce state
government expenses, the legislature should repeal |[|aws
that <created expenditures that were not a necessary
gover nnment function.

4:48: 36 PM

GECRCE PI ERCE, SELF, KASILOF (via teleconference), spoke in
opposition to the bills and restructuring the PFD. He
recounted that when the PF was set up, it was intended to
benefit Al askans, not to balance the budget. He nentioned
popul ation growth. He thought the bills should be called
"The Destruction Act of the PFD." He discussed tourism and
non-resident workers; and suggested there should be an
income tax for such individuals. He thought the oil
conpani es should be taxed. He thought that tax credits
should be abolished. He did not think tax credits would
contribute to future revenue.

4:52:59 PM

DAVI D SCOTT, SELF, JUNEAU (via teleconference), testified
in opposition to the bills and using the permanent fund. He
rel ayed that he had worked in the oil and gas industry.

4:54:17 PM

JEANINE ST. JOHN, SELF, ANCHORAGE (via teleconference),
spoke in support of SB 70. She was thrilled that forner
Comm ssioner Bill Corbus supported the bill.

4:56: 09 PM

M CHAEL CHAMBERS, UNIl TED FOR LI BERTY, ANCHORAGE (Vi a
tel econference), spoke against reductions to the PFD. He
felt that the nobney was taken from the private sector to
the public sector.
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4:59:20 PM

REBECCA CULLEY, SELF, ANCHORAGE (via teleconference), felt
that famlies who nmake less than $50,000 should not be
taxed in the state. She stressed that many people living in
the rural comunities nust receive a PFD. Those individuals
could barely afford the cost of fuel. She spoke against
addi tional budget cuts, specifically to the Departnent of
Education and Early Devel opment (DEED). She encouraged the
commttee to reduce the oil and gas tax credits, and an
increase in the fuel tax.

5:03: 33 PM

KAREN PERRY, SELF, CHUGQ AK (via teleconference), spoke
against the bills. She encouraged the conmttee to continue
to cut the budget. She spoke against the legislature as a
whol e.

5:07:49 PM

CHRI S EI CHENLAUB, SELF, EAGLE RIVER (via teleconference)
remarked that a previous legislature had attenpted to use
the permanent fund to fix a budget deficit, wth no
success. He stressed that college age people depend on the
PFD to attend school, and other people who were on the
verge of honel essness because of the reduction in the PFD.
He was in support of a plan offered by Senator Dunl eavy.

5:11: 52 PM

DAYNE CLARK, SELF, SOLDOTNA (via teleconference), spoke
against the bills. He felt that the permanent fund should
not be used to pay the people. He felt that the PFD program
shoul d be elim nated.

5:16: 01 PM

M CHAEL GARHART, SELF, WASILLA (via teleconference), shared
that his brother would often see that there was $1 to $3
billion mssing from the revenue, and never received an
explanation for that missing noney. He felt that the budget
should be cut, and noted that |arge size of governnment. He
stressed that many people relied on the PFD, and felt that
t he PFD shoul d not be adjusted.
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5:18: 24 PM

GARVAN BUCARI A, SELF, WASILLA (via teleconference), spoke
in opposition to the bills, and any bills that would use
t he earnings reserve.

5:21:53 PM

DARYL NELSON, SELF, CHUG AK (via teleconference), spoke in
opposition to the bills. He encouraged the committee to
Ccreate a state sal es tax.

5:26:47 PM

LESA HOLLEN, SELF, ANCHORAGE (via teleconference), felt
that the permanent fund was created for the people of
Al aska, not for political gains and greed. She shared her
personal experience related to the econony in Al aska.

5:31: 09 PM

JOHN SONIN, SELF, JUNEAU, felt that subsidizing |I|arge
corporations and |obbyists were the reason for the budget
crisis. He spoke in support of an incone tax. He spoke
agai nst reduction to the PFD, and wondered whether there
could be a needs-based PFD.

5:35: 03 PM

DENNY KAY WEATHERS, SELF, PRI NCE W LLI AM (via
tel econference), spoke against the bills. She felt that SB
70 was confusing and contained too many issues for one
bill. She encouraged the conmittee to exam ne Senator
Dunl eavy's pl an.

5:39: 30 PM

WLLIAM TOPEL, SELF, ANCHORAGE (via teleconference), spoke
against the  bills. He spoke in support of Senator
Dunleavy's bills: SB 1 and SB 2 to restore the other halt
of the previous year's PFD. He encouraged that commttee to
listen to the people of Alaska, rather than specia
i nterest groups.

5:43: 24 PM
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DAVI D NEES, SELF, ANCHORAGE (via teleconference), testified
in support of SB 70, but renmarked that he did not
particularly support any of the bills.

5:45: 23 PM

JOHN FAULKNER, SELF, HOVER (via teleconference), spoke
against SB 26 and SB 70. He felt that there should be
careful consideration with all actions. He shared that
there was optimsmin the immediate future in the state to
develop its gas resources. He stated that he was in favor
of Senat or Dunl eavy's pl an.

5:48:44 PM

KATH E WASSERMAN, EXECUTIVE DI RECTOR, ALASKA MJNI Cl PAL
LEAGUE, JUNEAU (via teleconference), testified in support
of the bills. She felt that the bills were a great start to
fix the state's fiscal situation.

5:50: 44 PM

BRYAN ZAK, SELF, HOVER (via teleconference), spoke in
support of the bills. He remarked that there were elenents
of each of the bills that he found useful.

5:53:47 PM

TOM BRAUN, SELF, SUTTON (via teleconference), testified
against the bills. He urged the commttee to continue to
cut the budget.

5:55:18 PM

JAMES SQUYRES, SELF, RURAL DELTANA (via teleconference),
spoke in support of the plan from Senator Dunleavy. He
spoke against the bills. He felt that sone legislators were
circunventing the wll of the people in favor of big
gover nnent .

5:57:34 PM

W LLI AM DEATON, SELF, CORDOVA (via teleconference), spoke
against the bills. He wanted the full PFD. He spoke in
support of Senator Dunleavy's plan. He remarked that there
wer e various agencies that could see reductions.
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5:59:52 PM

JESSE BJORKNAN, SELF, NI KI SKI (via tel econference),
supported stable plan for Alaska's fiscal future. He spoke
in support of Senator Dunl eavy's plan.

6: 02: 21 PM

BETHANY ANDERSEN, SELF, KASILOF (via teleconference), spoke
against the bills. She did not feel that it was a
sust ai nabl e sol uti on.

6: 05:13 PM

M CHAEL SHOWER, SELF, WASILLA (via teleconference), spoke
against the bills. He spoke in support of Senator
Dunl eavy's pl an.

6: 08: 13 PM

ANDREE  MCLEQD, SELF, ANCHORAGE (via teleconference),
testified against the bills. She spoke in support of
Senator Dunleavy's bills. She noted that Governor Wl ker
had inplenented a hire and travel freeze, but there was a
recent high travel conpensation report. She felt that
travel costs could be reduced, because of the possibility
for teleconferencing. She spoke against the use of the PFD.
She wonder ed about the purchasing of office uniforns.

Co- Chair MacKi nnon replied that she had purchased her staff
kuspuks.

6: 12: 08 PM

STEVE ST. CLAIR, SELF, WASILLA (via teleconference),
opposed the bills. He felt that conbining three bills into
two hours of testinmobny was "disingenuous.” He felt that
there was not adequate tine for public testinony. He spoke
in support of Senator Dunleavy's plan.

6:16: 05 PM

DEBORAH BROLLINI, SELF, ANCHORAGE (via teleconference),
spoke against the bills. She shared a personal story. She
urged nore cuts to the operating budget.

6: 18: 46 PM
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WLLI AM REIl NER, SELF, ANCHORACGE (via teleconference),
testified against the bills. He felt that the nodels were
created for a different system

6: 22: 05 PM

PAM GOODE, SELF, RURAL DELTANA (via teleconference), spoke
against the bills. She felt that there would be an
i nappropriate relationship between the governnent and the
permanent fund corporation. She felt that there was too
much trust between the people and the governnent.

Co- Chair MacKi nnon CLOSED public testinony.

6: 25:31 PM
AT EASE

6:25: 59 PM
RECONVENED

Co- Chair MacKi nnon di scussed the foll ow ng day's agenda.

SB 21 was HEARD and HELD in conmmittee for further
consi derati on.

SB 26 was HEARD and HELD in conmmittee for further
consi derati on.

SB 70 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT
6: 26: 46 PM

The neeting was adjourned at 6:26 p. m
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