SENATE FI NANCE COWM TTEE
April 7, 2017
9:06 a. m

9: 06: 58 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:06 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

Buddy Whitt, Staff, Senator Shelley Hughes; Juli Lucky,
Staff, Senat or Anna  MacKi nnon; Representati ve St eve
Thonmpson, Sponsor; Senator Ma Costello, Sponsor; Juliana
Mel i n, Staff, Senat or Ma Costello; Janey Hovenden,
Di rector, Di vi si on of Cor por at i ons, Busi ness and
Prof essional Licensing, Departnment of Comerce, Conmunity
and Econom c Developnent; Pete Fellman, Staff, Senator
Click Bishop; Jerry Burnett, Deputy Comm ssioner, Treasury
Di vi sion, Departnment of Revenue.

PRESENT VI A TELECONFERENCE

Rob Carter, Division of Agriculture, Palner; Joan WIson,
Department of Law, Anchorage; Aaron Wl erton, Al aska State
Honebui |l ders Associ ation, Fairbanks; Kevin Saiki, MatSu
Hone Builders Association, Mat Su; David Ownens, Owens
| nspection Services LLC, Palner; Patrick Dalton, Self,
Delta Junction; Deborah Brollini, Self, Anchorage; Paul
Kendal I, Sel f, Anchorage.



SUMVARY
SB 6 | NDUSTRI AL HEMP PRCDUCTI ON

CSSB 6(JUD) was REPORTED out of conmittee wth
"no recomendation” and wth one new fiscal
impact note by the Senate Finance Commttee for
the Departnment of Natural Resources; and wth
four previously published zero fiscal notes:
FN5(DPS), FN6(LAW, FN7(CED), and FN3(DPS).

SB 45 EXEMPTI ON: LI CENSI NG OF CONTRACTORS

SB 45 was HEARD and HELD in commttee for further
consi derati on.

SB 78 PERM FUND Dl VI DEND CONTRI BUTI ONS/ LOTTERY

SB 78 was HEARD and HELD in commttee for further
consi derati on.

HB 16 DRI'V. LI CENSE REQ DI SABI LI TY: | D &TRAI NI NG
SCSHB 16(FIN) was REPORTED out of conmittee with
a "do pass" recommendation and with three zero
fiscal notes: FNL(ADM, FN3(DPS), and FN4(COR).

Co- Chai r MacKi nnon di scussed the agenda for the neeting.

#sbh6
SENATE BILL NO. 6

"An Act relating to industrial henp; and relating to
control |l ed substances.™

9:08: 29 AM

Co-Chair WMacKinnon offered a brief history of previous
commttee discussions of bill. She listed that available
invited testinony.

9:09:47 AM

Vi ce-Chair Bishop discussed the fiscal notes. He noted that
the four fiscal notes were from the Departnent of Public
Safety (DPS), Departnment of Law (DCOL), Departnent of
Commerce, Community and Economic Devel opnent (DCCED), and
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the Departnment of Natural Resources (DNR). He pointed out
that there would be one note DNR with fiscal inpact of $25
thousand for an RSA wth LAW to assist 1in drafting
regul ati ons.

Co- Chair MacKi nnon observed the |ack of support docunents
to justify the need for $25,000. She read the analysis from
FNO and reiterated that the note was short on backup
anal ysi s.

9:11: 35 AM

ROB  CARTER, DIVISSON OF AGRI CULTURE, PALMER (via
tel econference), explained that the estimated $25,000 had
been determned by LAW He said that DNR would draft the
regul ati ons, which would then be interpreted and vetted by
LAW He relayed that the noney would go to LAW and that any
further questions should be directed to that departnent.

9:12: 47 AM

Co- Chair MacKi nnon asked whether there was anyone from LAW
avai l abl e to speak to the fiscal note.

Co- Chair MacKi nnon proposed to zero-out the fiscal note.

9:13:12 AM

Senator M cciche asked whether there was a way to change
the note to receipt authority, at a | ower nunber.

Co- Chair MacKinnon stated that $10,000 in designated
general fund receipts could be nore appropriate proposal.

Senator M cciche believed that there would be sone cost and
t hat $10, 000 woul d be appropri ate.

Co-Chair MacKinnon agreed wth Senator Mcciche. She
t hought that zeroing out the note altogether m ght get the
departnment's attention to attend future hearings on the
bill.

9:14:13 AM

Senator von | nmhof said that when the bill was heard in the
Senate Resources Committee, there had bee a zero DNR note
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attached. She understood that the $25,6000 had been recently
added.

BUDDY WHI TT, STAFF, SENATOR SHELLEY HUGHES, answered in the
affirmative. He stated that the latest iteration of the
bill, out of Senate Judiciary Commttee, changed wording
from"my" to "shall" establish regulations, which resulted
in the new fiscal note.

Senator von Inmhof relayed that the earlier conversation in
commttee had reflected that the change in regulation could
be absorbed by the departnent.

M. Witt understood that there had been sone additional

regul atory stipulations added to the bill in the Senate
Judiciary Commttee. He relayed that changing the wording
from "may" to "shall" establish regulations, had resulted

in the new note.

9:16: 03 AM

Senat or von | nmhof wondered about the possible inpact in one
year's tine if the commttee changed the fiscal note to
zero and then revisited the issue at a |ater date.

Co- Chair MacKi nnon explained the path that the fiscal note
woul d travel through the bill hearing process. She shared
that LAWwas online to defend the note.

9:16:59 AM

Vi ce-Chair Bi shop esti mat ed t hat t he fiscal not e
represented approximately 150 work hours by LAW to draft
t he regul ati ons.

Co-Chair MacKinnon reiterated that there was not nuch
backup available to justify the $25, 000 note.

9:17:52 AM

JOAN W LSCN, DEPARTMENT OF LAW ANCHORACGE (via
tel econference), stated that the issue of separating henp
from marijuana and the issues that stemed from both,

crimnal and civil, were new territory for the departnent.
She said that a pilot program would be established by the
bill, also the protocol on how seeds and growers would be

approved. She added that a way to nonitor sees and growers
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and determ ning how the Departnment of Agriculture would be
involved in the processes was unchartered territory. She
shared that the fiscal note reflected the past cost for the
Departnment of Natural Resources (DNR) for legislative
regul atory projects. She explained that it had been a |ong
time since DNR had visited these past costs, that the
estimte they gave had not been hel pful. She relayed that
LAW had | ooked back

9:20:42 AM

Vice-Chair Bishop asked how many other states practiced
i ndustrial henp production.

M. Witt recalled that there were 31 states that had sone
sort of industrial henp program

Vice-Chair Bishop suggested that the departnent research
what was done in other states.

9:21:26 AM

Co- Chair MacKinnon asked whether there were resources
available to LAW to assist in the developnent of the
regul ati ons.

Ms. WIlson nmentioned Colorado, Kentucky, Vernont, and
Mai ne. She rel ayed that she was unaware whether the laws in
those states refl ected what Al aska was pl anni ng.

9:22:35 AM

M. Witt stated that he would like to double check his
previ ous statenment that 31 other states had industrial henp
pr ogr amns.

Co- Chair MacKinnon solicited conversation on the fiscal
note. She referred to public testinony that had suggested
that other states had not been able to pay for the prograns
with program recei pts. She noted that suppl enmental requests
were not ideal and that the departnent should submt a
fiscal note that reflected the nmaxi num anount of noney that
coul d be spent to inplenent any program goi ng forward.

9: 24: 33 AM
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Senator M cciche stated that he was anendable to changing
the fiscal note to $10,000 in DG. He did not think that
the state could afford to fund the regulations. He thought
that the regulations for marijuana could be applied to
i ndustrial henp.

9:25: 00 AM

Senat or von | nmhof expressed agreenent with the previous two
speakers. She added that industrial henp could provide
econom ¢ opportunity to the state and that a $10,000
i nvest ment seened reasonabl e.

9: 25: 43 AM
AT EASE

9:28:16 AM
RECONVENED

Co- Chai r MacKi nnon offered further clarification on
changing the fiscal note. She amended the note to reflect
t he $10, 000 from DGF

9:29:19 AM

M. Witt clarified that 30 states had |egalized industria
henp and 16 states that had set up pilot prograns.

9:30: 27 AM
AT EASE

9:31: 28 AM
RECONVENED

Co- Chair MacKinnon clarified that the DG code was 1005 and
that a new fiscal note with appropriate classifications
woul d be forthcom ng.

Vice-Chair Bishop MOVED to report CSSB 6(JUD) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQON, it was
so order ed.

CSSB 6(JUD) was REPORTED out of conmttee wth "no

recommendation” and with one new fiscal inpact note by the
Senate Finance Conmittee for the Departnent of Natural
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Resources; and with four previously published zero fisca
notes: FN5(DPS), FN6(LAW, FN7(CED), and FN8(DPS).

9:32:17 AM
AT EASE

9:34:45 AM
RECONVENED

#hb16

HOUSE BI LL NO. 16

"An Act relating to training regarding disabilities for
police officers, probation officers, parole officers,
correctional officers, and village public safety officers;
relating to guidelines for drivers when encountering or
being stopped by a peace officer; relating to driver's
license exam nations; and relating to a voluntary
disability designation on a state identification card and a
driver's license."

9:34:48 AM

9:34: 59 AM
AT EASE

9:35: 09 AM
RECONVENED

Vice-Chair Bishop MONWED to ADOPT proposed comittee
substitute for HB 16, Wrk Draft 30-LS0194\J (Martin,
4/ 6/ 17) .

Co- Chair MacKi nnon OBJECTED for the purpose of discussion.

9:35:13 AM
AT EASE

9:35: 35 AM
RECONVENED

JULI LUCKY, STAFF, SENATOR ANNA NMACKI NNON, discussed the
docunent "Expl anation of Changes" (copy on file):

Page 3, lines 8-9: "as a naturopath under AS 08. 45"

was added. This confornms AS 18.65.310 (n), relating to
identification cards to a change nmade in Senate State
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Affairs to AS 28.15.111 (d), relating to driver’s
| i censes.

9:36: 39 AM

REPRESENTATI VE STEVE THOWPSQON, SPONSOR, had no objection to
the change in the CS

Co- Chair MacKi nnon W THDREW her OBJECTION. There being NO
further OBJECTION, it was so ordered.

9:37:11 AM

Senator O son asked whether the sponsor was in favor of
having a naturopath sign off on issues related to traumatic
brain injuries.

Representative Thonpson replied in the affirmative.

Senator O son asked why it had not been considered in the
original bill version

Representative Thonpson responded that he had been unaware

of the naturopath issue at the tine the bull had been
originally drafted. He related that the designation did not
offer any privilege; the driver's test still needed to be

passed, in addition to other requirenents, the designation
woul d sinply provide awareness.

9:38: 38 AM

Vice-Chair Bishop noted that the fiscal notes had been
di scussed in the previous bill hearing.

9:39: 28 AM

Vice-Chair Bishop MOVED to report SCSHB 16(FIN) out of
Committee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it
was so ordered.

SCSHB 16(FIN) was REPORTED out of commttee with a "do
pass" recommendation and with three zero fiscal notes:
FNL(ADM), FN3(DPS), and FN4(COR).

9:39:52 AM
AT EASE
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9:41: 26 AM
RECONVENED

#sb45
SENATE BILL NO. 45

"An Act relating to an exenption from the regulation
of construction contractors."”

9:41: 28 AM

SENATOR M A COSTELLO, SPONSOR, provided context for the
bill, and discussed the econonmy and job losses in the
state. She presented her sponsor statenent:

Senate Bill 45 provides better protections for
consuners purchasing a hone froman unlicensed
bui | der.

Fol | owi ng the housing market crash of the 1980's, the
Al aska State Legislature raised the standards for
homebui | ders. Residential contractors were required to
obtain a state-license, a residential endorsenent,
bondi ng, and insurance. In addition, prograns on
energy ratings and efficiency were established through
t he Al aska Housi ng Finance Corporation. These efforts
hel ped Al aska devel op a honme construction industry
that offers quality options for honme buyers that are
efficient and affordabl e.

Currently state | aw provides an exenption that allows
individuals to build structures wi thout a contractor
Iicense. Alaska | aw AS 08.18. 161 all ows anyone to
build one structure every two years wi thout a |license.
Wil e the exenption was intended to all ow Al askans to
build their own hone, the industry is seeing a grow ng
nunber of individuals using the exenption to operate
construction businesses.

In 2013, the Mat-Su Home Buil di ng Associ ation
estimated that al nost one-half of all new construction
home sales in their area were fromunlicensed
construction conpani es. Wthout a construction
contractor license, unlicensed builders avoid

requi renents for bonding and insurance that apply to

I icensed builders. The wordi ng of the exenption
creates enforcenent problens and allows for potential
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abuse by those who woul d seek to build hones for sale
wi thout the required state license. Senate Bill 45
hel ps prevent abuse of this exenption. The bill would
requi re anyone who builds and sells a hone wthout a
contractor license to disclose the fact that they do
not have a license to the state within two years of
conpl eting construction.

Senate Bill 45 does not prohibit owner-buil der
construction or require any formof state approval, it
sinmply calls for disclosure to the Departnent of
Commerce, Comrunity & Econom c Devel opnent for

buil ders selling structures without a |icense.

SB 45 is supported by the Al aska State Home Buil di ng
Associ ati on.

9:43: 28 AM

JULI ANA MELI N, STAFF, SENATOR M A COSTELLO, stated that SB
45 was a consuner protection bill that addressed issues of
individuals using an exenption in state law to operate a
business that would otherwise require a |icense. She
relayed that AS 08.18.116 provided that individuals were
allowed to build a structure without a license, every two
years; the intent of the statue was to allow Al askans to
build and live in their own honmes. She stated that there
was a growng trend of individuals using the exenption to
operate a construction business while avoiding the
licensure insurance and bonding that |icensed contractors
are required to obtain. She noted that in 2013 the WMat-Su
Honebui | di ng Associ ation had indicated that one-half of all
new construction hone sales in the area were being built by
unlicensed contractors. She relayed that the bill addressed
consuner protection against the future cost of a hone that
has structural problenms. She reiterated the sentinents of
t he sponsor statenent.

9:46: 06 AM

Ms. Melin read fromthe Sectional Analysis (copy on file):

Section 1. Adds a new section of statue specifying the

Legislature’s intent to support an individual’s
freedom and ability to construct and sell their own
hones.
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Section 2. Anmends AS 08.18.116 by adding a new
subsection specifying when the Departnent shal

i nvestigate and take action when it is found an owner
is operating a business that would otherwi se require
contractor |icensing.

Section 3. Anmends 08.18. 161 (Exenpti ons) with
conform ng changes including nunbering and clarifying

| anguage. It adds new |anguage requiring an owner
using the owner-builder to file with the departnent
indicating they are not engaged in illegal business in

selling or advertising the structure for sale within
two years after the beginning of construction.

Section 4. Adds a new section of statute on
applicability defining the *“beginning of construction”
as either the tinme at which construction began, or,
when an agreenent for |abor or the supply of materials
is made between an owner and subcontractor for the
bui Il ding of the structure.

9:47: 47 AM

Co- Chair MacKinnon asked whether a |oophole <could be
created if the build occurred over two seasons w thout the
structure being put on the market. She expressed concern
that a builder could begin two separate projects and hold
their capital for the second year, bypassing conpliance.

Ms. Melin relayed that the |anguage defined "within two
years from the beginning of construction.” She added that
if a sale was nade, or advertised, within the two years
then it would be a violation of the | aw

9:49: 25 AM

Co- Chai r MacKi nnon OPENED public testinony.

9:49: 45 AM

AARON WELERTON, ALASKA STATE HOMVEBUI LDERS ASSCCI ATI ON
FAI RBANKS (via teleconference), testified in support of the
bill. He believed that the disclosure forns required by the
bill would help with the pronotion of quality construction
and fair practices. He believed that industry and other
st akehol ders would need to work to make the disclosure
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system a success. He said that the bill was small but woul d
hel p i mensel vy.

9:51:18 AM

KEVIN SAIKI, MTSU HOVE BU LDERS ASSOCI ATIQON, MATSU (via
t el econf erence), spoke in support of the bill. He
appreci ated the independence and freedom allowed in the
state for private honme construction. He said that he had

been witness to both responsible and irresponsible
construction. He believed that the bill would offer
consuner protection. He shared that he had w tnessed people
under the guise of an Owner/Buil der operating illegally and

providing a substandard product. He believed that the bil
woul d help to protect legally operating contractors and the
i nvestments of consuners.

9:53:19 AM

DAVID OWNENS, OWENS |INSPECTION SERVICES LLC, PALMER (via
tel econference), testified in support of the |egislation.
He stressed the inportance of protecting Omer/Builder
rights. He felt that the bill balanced the protections of
the public, the Ower/Builder, and the contractors.

9:54:41 AM

PATRI CK DALTON, SELF, DELTA JUNCTION (via tel econference),
testified in opposition to the bill. He thought that
unor gani zed areas of the state needed the legislation nore
than the organized areas. He |anmented that the sponsor
statenent failed to nention that the legislation targeted
rural areas of the state. He referred to the letter he had
sent to the commttee (copy on file). He did not believe
that it was in the best interest of unorgani zed areas to be
regul at ed.

Co- Chair MacKinnon wunderstood that the <caller was in
opposition to the bill. She wondered what about the
process, proposed by the legislation, was not appropriate
for rural areas of the state.

10: 00: 32 AM

DEBORAH BROLLI NI, SELF, ANCHORAGE (via teleconference),
spoke in opposition of the legislation. She expressed
concern with the disclosure process.
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10: 01: 19 AM

Co- Chai r MacKi nnon CLOSED public testinony.

Co-Chair MacKinnon directed the committee to review M.
Dalton's witten testinony.

10: 02: 19 AM

Senator M cciche asked about the exenption contained in the
bill and wondered what limted the owner to building only
one structure every two years. He wondered how the
departnment would be able to track the nunber of structures
built.

JANEY  HOVENDEN, DI RECTCR, DIVISION OF  CORPORATI ONS,
BUSINESS AND PROFESSI ONAL L1 CENSI NG, DEPARTMENT  OF
COVWMERCE, COWUNI TY AND ECONOM C DEVELOPMENT, stated that
the departnent’'s investigative unit was driven by
conplaints. She infornmed that anytinme that a conplaint was
received it would be investigated. She added that the
departnment contracted with the Departnent of Labor to save
costs and when inspecting construction sites, t he
investigators also checked for fulfillment of |icensing
requirenments.

Senator M cciche wondered whether the departnent was
limted to know edge of <construction sites that were
permtted for construction. He suggested that the rules
could be broken nore easily in an unorgani zed borough.

Ms. Hovenden was unsure how far, or often, the Departnent
of Labor traveled into the unorgani zed boroughs.

10: 05: 00 AM

Senator von Inhof thought then when a buyer used
conventional financing, the bank would require an occupancy
certificate.

Ms. Hovenden concurred, and stated that under conventiona
home | oans, inspections would be required by the departnent
and t he bank.

Senat or von | mhof asked whether the |oan could be an avenue

by which to gather information to track homebuil ders that
were regularly building and selling houses.
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Ms. Hovenden answered in the affirmati ve.

10: 06: 42 AM

Senator von Inmhof queried whether banks cared whether the
house to be built would be located in an organized or
unorgani zed borough and whet her there were uniform
requi renments. She pondered if the bank's requirenents were
uniform a sort of certificate of occupancy, or related
docunent, would be necessary and could be used to track
honebui | ders.

10: 07: 23 AM

Co- Chair MacKi nnon understood that the bill was trying to
address the problem in some comunities of |abor being
brought in from out-of-state and building hones then sold
for cash, avoiding the banking system and selling sub-
standard housing. She recognized that unorgani zed areas of
the state took issue with the legislation because they
| acked resources to perform the |ogistical paper wor k
process.

Co- Chair MacKi nnon rel ayed that anmendnents would be due on
Monday at 5 PM

10: 09: 14 AM

Vice-Chair Bishop discussed the fiscal notes. There was a
previously published zero fiscal note from the Departnent
of Commerce, Community and Econom c Devel opnent.

SB 45 was HEARD and HELD in commttee for further
consi derati on.

10: 09: 53 AM
AT EASE

10: 16: 47 AM
RECONVENED

#sb78
SENATE BI LL NO. 78

"An Act <creating the education endowrent fund and the
dividend lottery fund; authorizing contributions from the
permanent fund dividend to the dividend |lottery fund,
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relating to transfers from the dividend lottery fund and
t he educati on endowrent fund; relating to the definition of
"ganbling'; and providing for an effective date."

10: 16: 52 AM

Vice-Chair Bishop introduced SB 78. He offered a brief
overview of the legislation. He spoke of a past nentor that
had highlighted the Education Head Tax taken out of his
first paycheck at 16 years old. He stated that SB 78 woul d
set up an education lottery as a fun way to rai se noney for
education. He believed that the bill would provide stable
fundi ng for educat i on whi |l e supporting econoni ¢
diversification in the state.

10: 20: 01 AM

PETE FELLMAN, STAFF, SENATOR CLI CK BI SHOP, rel ayed that the
bill proposed a voluntary program that allowed for the
option of donating to education via the pernmanent fund
di vidend application. He added that the option would be
[imted to applicants over 18 years old. He continued that
95 percent of the donated funds would be imrediately used
for education or would be held for education in the future.
He relayed that half of all the donations would go directly
to the Public Education Fund for the respective year.
Additionally, 25 percent of the funds would go to establish
the Public Educati on Endowrent, where it would grow through
investment. The remaining 25 percent would go into the
Education Lottery Fund, which would pay out a percentage
for prizes. O the 25 percent of total donations, 20
percent would be used to pay lottery prizes through a
drawi ng, every year. He specified that 80 percent of the
lottery fund would remain and grow. He related that the
fund woul d grow and feed itself overtine.

10: 24: 13 AM

M. Fell man di scussed the Sectional Sunmary for SB 78 (copy
on file):

Section 1. Anmends the definition of “ganbling” in AS
11.66.280(3) to exclude the permanent fund dividend
drawi ng in AS 43. 23. 064.

Section 2: Adds new sections to AS 43. 23:
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Sec. 43.23.063: Creates an education endowrent
fund in the general fund. The fund consists of
contributions to the fund from permanent fund
di vidends (dividends) under AS 43.23.064(b),
transfers to the fund under AS 43.23.064(c),
interest, and any other noney appropriated to the
fund. Makes the comm ssioner of revenue the
fiduciary of the fund. Sets the requirements for
the comm ssioner to nmanage the fund. Wen the
average rmarket val ue  of the fund exceeds
$1, 000, 000, 000, 4.5 percent of the average
fiscal -year-end market value of the balance of
the fund for the last five fiscal years is
transferred to the public education fund, subject
to appropriation.

Sec. 43.23.064: Creates the dividend lottery fund
as an account in the general fund. Requires the
conmi ssioner of revenue to nmanage the fund. The
fund consists of appropriations from dividends,
interest and incone earnings shall also be
appropriated to the fund. This section allows the
conmi ssioner to wuse the fund wthout further
appropriation to pay for prizes and to pay the
cost of admnistering the fund. Wen the bal ance
of the dividend lottery fund exceeds $500, 000, 000
at the end of the fiscal year, the comm ssioner
transfers the anount above $500,000,000 to the
education endowent fund. Allows a person to
contribute all or a portion of the person's
dividend in increnents of $100 or nore. 25
percent of the contributions my be appropriated
to the education endowrent fund, 25 percent of
the contributions nay be appropriated to the
dividend lottery fund, and 50 percent of the
contributions may be appropriated to the public
education fund. Entitles each $100 contribution
to one entry into the drawing. The prizes are
based on a percentage of the balance of the
|ottery fund.

Section 3: Provides an effective date of January 1,
2018.

10: 25: 34 AM
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Senator Mcciche extrapolated that if 50,000 residents
participated in the first year then $5 mllion would be
generated. He continued that $2.5 mllion would go directly
into the Public Education Fund, with 25 percent going into
the endownent and 25 percent would go into the lottery
fund. The lottery find would pay out at 20, 15, 10, and 5
percent. He understood that once the lottery fund reached
$1 billion, the POW would be deposited into the education
f und.

M. Fellman answered in the affirmative. He furthered that
once the Ilottery fund reached the $500 nmillion mark,
everything above that nmark would be deposited into the
education fund.

10: 27: 19 AM

Co-Chair MacKi nnon wondered about the determ nation of
adult status for 18-year-old residents.

M. Fellman replied that he did not know t he answer.

Co- Chair MacKi nnon expressed concern that parents could use
a child's dividend inappropriately on the raffle. She
wondered how many adult applications were received each
year.

10: 28: 41 AM

JERRY BURNETT, DEPUTY COWM SSI ONER, TREASURY DI VI SI QON,
DEPARTMENT COF REVENUE, stated that the Permanent Fund
D vidend Annual Report would break down the nunber of
application between children and adults. He said that in
2016 there were approximately 493,000 adult applications.
He clarified that any resident over the age of 18 would
fill out an adult appl i cation. He stressed that
applications for children could not be used for a person
who was over 18 years of age.

Co- Chai r MacKi nnon wondered whether any transitional
| anguage was necessary for an individual who would reach
the age of 18 by the tinme of distribution but not 18 at the
time of the application.

M. Burnett replied that he had not fully reviewed the bill

| anguage but believed that the bill specified an adult
application should be used. He thought it was possible for
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adjustnments in the |anguage to accomodate for retroactive
entrance into the lottery if a resident turned 18 after the
application date but before the distribution date.

10: 30: 57 AM

Senat or Dunl eavy asked whether the lottery would be limted
to Al askans that qualified for the permanent fund divi dend.

M. Fellman affirmed that the bill proposed a l|imted
lottery.

Senator Dunleavy referred to a docunent "SB 78 - Education
Lottery,"(copy on file) which indicated prize levels. He
guestioned the prize value 10 years out.

M. Fellman replied that by year 10 the grand prize would
be $15 mllion.

10: 32: 18 AM

Senator Dunl eavy appreciated the magnitude of the prizes.
He thought that the prize levels could be cause for the
|ottery to be opened to non-residents.

Co- Chair MacKi nnon agreed with Senator Dunleavy's concerns.
She thought that smaller prizes, spread to nore people,
could be nore beneficial to Al askans.

Senator Dunl eavy countered that he appreciated the current
prize structure.

10: 34: 06 AM
AT EASE

10: 35: 34 AM
RECONVENED

Co- Chair MacKi nnon noted that under the legislation if the
lottery fund were to grow to $500 mllion there would be
one winner at $50 mllion when the nmaxi mum nunber was hit.
She added that it would take a very long tinme for the fund
to grow to that size, even with high participation. She
asked how the public would be inforned of participation in
the lottery.

Vi ce-Chair Bishop deferred to M. Fell man
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10: 37: 32 AM

M . Fel lman hoped that Departnent of Revenue would
contribute funds for advertising in the initial years and
thought that in subsequent years the program would

advertise itself. He noted that 2 percent of the fund would
be used for advertising. He believed that the odds were
very good, there would be four w nners each year. He said
that if the cap were reached there would be wi nners at $50
mllion, $25 mllion, $12.5 mllion, and so on. He stressed
that 95 percent of the donations would go directly into
education in one formor another.

Co- Chair MacKi nnon thought that the 1ikelihood of w nner
woul d be greater if there were nore wi nners overall.

M. Fell man agreed.

10: 39: 22 AM

Co-Chair MacKi nnon noted that the current Pick.dick.Gve
option was offered when finalizing the permanent fund
application. She wondered whether there would be cost to
nodi fying the application process to incorporate the
lottery.

M. Burnett stated that there was an $8,000 fiscal note
from the permanent fund division that estimated the one-
time cost of nmking the change to the application process.
He said that the departnent would add the extra lottery
information to the advertising efforts already established.
He stated that additional advertising could be added but
the exact costs would be hard to determne at this point.
He assured the commttee that getting the information out
to the public would be of m ninmal cost.

10: 41: 45 AM

Co-Chair MacKinnon related that the current program
required a 501, a tax deductible, charitable donation. She
probed the how the relationship with donations and ganbling
woul d work in the | egal sense.

M. Burnett replied that 25 percent of the donation would
not be tax deductible because that would be the percentage
entrance into the lottery. He related that donations to the
state would be tax deductible, or the remaining 75 percent
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of the donation, voluntary paynents to government would be
deducti bl e.

Co-Chair MacKi nnon asked whether the consuner would be
informed that only $.75 on each dollar would be tax
deducti bl e.

M. Burnett thought that it would be easy to inform the
public; the 1099 form would show t he donated anmount and the
br eakdown of that donati on.

Co- Chair MacKinnon thought that the admnistrative fee
coul d cone out of the other fund.
M. Burnett agreed.

10: 44: 27 AM

Senat or von | nhof queried the maximum limt a person could
participate in the lottery per year

M. Fellman indicated that it was possible to give your
entire permanent fund dividend in $100 increnents.

Senator von | mhof wondered whether how the state woul d nake
nore than it paid into the lottery fromyear to year.

M. Fellman clarified that of the 25 percent donated to the
lottery fund, only 20 percent was wused to pay for the
prizes. He explained that 80 percent would sit in the fund.
He furthered that 25 percent of all the donations received
in the followng year would be added to the 80 percent;
there would always be 80 percent from the previous year to
build on in subsequent years.

Senator von |nhof asked how the annual payout would be
cal cul ated. She wondered whether the payout was based on
the noney invested per year and not the value of the fund
at $500 million.

M. Fellman replied in the affirmative. He stated that if
no bets were placed, there would be no payout.

She questioned what would happen iif there were no
participants in a given year

M. Fellman replied that if no one participated, there
woul d be no payout.
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10: 48: 08 AM

Co- Chair MacKi nnon opined that the issue remained unclear
She relayed that a 10 percent wi nner would not qualify for
$50 mllion; if only 20 percent of the $500 mllion fund
was avail able for distribution, the nmaxi num payout woul d be
approxi mately $10 million and not $50 mllion.

M. Fellman replied that if there was $500 million in the
fund, the state would pay out 20 percent of the $500
mllion in prizes.

Co- Chair MacKinnon clarified that $50 mllion was the total
payout, but not to one individual.

Co- Chair MacKi nnon OPENED public testinony.

10: 49: 44 AM

PAUL  KENDALL, SELF, ANCHORAGE (via teleconference),
testified in opposition to the bill. He lanented that the
legislative process was difficult for the public to
navigate. He felt that the legislature was dysfunctional
He felt that the "education sector” of Al aska was hording
the state's noney. He was in opposition to the cost of
educati on.

Co- Chair MacKi nnon CLOSED public testinony.

10: 55: 23 AM

Vi ce-Chair Bishop expressed appreciation for the conmttee
hearing the bill. He enphasized that the bill proposed a
donation to the future of Alaska's children

SB 78 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT
10: 55: 55 AM

The neeting was adjourned at 10:56 a. m
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