SENATE FI NANCE COWM TTEE
April 14, 2017
9:04 a. m

9:04:43 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:04 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 Shel |l ey Hughes

Senator Peter M cciche

Senat or Donny O son

Senat or Nat asha von | mhof

VEMBERS ABSENT

None

ALSO PRESENT

Brittany Hutchison, Staff, Senator Anna MacKi nnon; Randall
Hof f beck, Comm ssioner, Departnent of Revenue; Senator
Cathy G essel; Senator Bert Stedman; Representative Cathy
Tilton; Representative Tamm e WIson; David Teal, D rector,
Legislative Finance Division; Ken Alper, Drector, Tax
Di vi sion, Departnent of Revenue; Chantal Wilsh, Director,
Division of Gl and Gas, Departnent of Natural Resources;
Ed Ki ng, Departnent of Natural Resources.

PRESENT VI A TELECONFERENCE

Hei di Teshner, Director, Adm ni strative Servi ces,
Department of Education and Early Developnent; Patience
Frederi ksen, Director, Libraries Archives and Miseuns; Paul
Prussing, Acting D rector, Division of Student Learning,
Department of Education and Early Devel opnent; Stephanie
Butl er, Comm ssion on Post-secondary Education; Ml es
Baker, Associate Vice President, Governnment Relations,
Uni versity of Al aska.



SUMVARY
SB 102 | NTERNET FOR SCHOOLS; FUNDI NG

SB 102 was REPORTED out of commttee with a "do
pass" recomendation and wth one new fiscal
i npact note from the Departnent of Education and
Early Devel opnent .

SB 103 ED GRANTS/ SCHOLARSHI P; | NNOVATI VE ED FUND

CSSB 103(FIN) was REPORTED out of conmittee with
"no recommendation” and wth one new fiscal
i npact note from the Departnent of Education and
Early Devel opnent; and three forthcomng fiscal
notes: two fiscal inpact notes from Departnent of
Education and Early Devel opnent, and one fiscal
i npact note fromthe University.

SB 104 EDUCATI ON CURRI CULUM
SB 104 was SCHEDULED but not HEARD.
PRESENTATI ON:  SPRI NG REVENUE FORECAST UPDATE

#sb103
SENATE BILL NO. 103

"An Act establishing the Al aska education innovation
grant program elimnating the Al aska education grant
program and the Alaska performance scholarship
program redesignating the Alaska higher education
investment fund as the Alaska education innovation
grant fund; and providing for an effective date."

9:05:22 AM

Vice-Chair Bishop MOWED to ADOPT proposed conmittee
substitute for SB 103, Wrk Draft 30-LS0751\U (G over,
4/ 13/ 17) .

Co- Chair MacKi nnon OBJECTED for di scussi on.
BRI TTANY HUTCHI SON, STAFF, SENATOR ANNA MACKI NNON,

di scussed the <changes to the bill. She reviewed the
Sectional Analysis for Version U (copy on file):
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Section 1: AS 14.03
Adds a new section, AS 14.03.128, that establishes the

Al aska  Education | nnovation G ant Fund. School
Districts may request a grant under this section for
the support of innovative education ideas. The

Comm ssioner of the Departnent of Education and Early
Devel opnent (DEED) shall determ ne annually the anpunt
requested for grants and submt them in their budget
for |egislative approval.

(b): clarifies that the Conm ssioner of DEED shall
determine the anobunt required to fund prograns,
projects and ideas that nmeet the standards for the
i nnovation grants, set by the departnent of education.

Section 2: AS 14.43.820(a)

Allows all seniors in 2017 to receive levels 1, 2, and
3 of the APS. After this academ c year, students in
t he graduating class of 2018 or |ater, nmust have a GPA
of 3.5 or higher, leaving level 1 of the APS in place,
effective July 1, 2017

Section 3: AS 14.43.825(a)
Repeals levels 2 and 3 of the APS, effective July 1,
2017

Section 4: AS 14.43.825(b)

Makes the duration of the Alaska Perfornmance
Schol arship available for four years, effective July
1, 2017.

Sections 5-7: AS 14.43.915(a), (b), and (c)

Conform ng Language to change the name of the fund
from “Alaska Higher Education Investnent” to the
“Al aska Education Innovation Gant”.

Section 8. AS 14.43.915(c)

Renoves the current structure of award allocations to
qgual i fied applicants for the APS and AEG

Ef fective Feb. 1, 2021

Section 9: AS 14.43.915(d)
Conform ng | anguage change of the word “accounts” to
the word “account”

Section 10: AS 37.14.750(a)

Conform ng Language to change the name of the fund
from “Alaska Higher Education Investnent” to the
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“Alaska Education Innovation Gant”. This section
establishes the purpose of the fund, which is “making
grants to school districts to support the Al aska
Educati on I nnovation Grant Program”

Section 11: AS 37.14.750(a)
Renpbves the AEG award appropriation, effective Feb. 1,
2021

Section 12: AS 37.14.750(c)

Clarifies that the comm ssioner of revenue shal
determne the market value of the fund on June 30th
for the immediately preceding fiscal year. The
comm ssioner shall identify 5% of this anmount as
avai l abl e for appropriation as foll ows:

- One-third will be for the AEG

- One-third will be for the APS

- One-third wll be for the Alaska Education
| nnovati on G ant

This will be the funding allocation for the next 4
years, as the AEG and levels 2 and 3 of the APS are
phased out.

Ef fective Inmediately

Section 13: AS 37.14.750 (c)

Changes the funding allocation for the Al aska
Education I nnovation Grant Fund by:

- One-third will be for the APS

- Two-thirds wll be for the Alaska Education
| nnovati on G ant Fund

Ef fective Feb. 1, 2021

Sections 14-20:

Conform ng Language to change the name of the fund
from *“Alaska Higher Education Investnent” to the
“Al aska Education Innovation Gant”.

Section 21

Repeals the foll ow ng sections on Feb. 1, 2021.
Article 8: Alaska Education Grant Program

- AS 14.43.400 — Purpose; creation

- AS 14.43.405 - Adm nistration

- AS 14.43.406 — Applicability of other |aws

- AS 14.43.415 - Eligibility; priority

- AS 14.43.420 — Limtation on grants

Article 13 General Provisions

- AS 14.43.915(a) — Al aska education grant account
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Section 22: Transition: Scholarships for graduating
cl asses before 2018.

A person who has been awarded an APS and is a nenber
of the high school graduating class of 2017 or earlier
may continue to receive an annual award.

- Seniors in high school now will get an award for 4
years

- Freshman in college now wll get an award for
anot her 3 years

- Sophonores in college now will get an award for
anot her 2 years

- Juniors in college now will get an award for another
2 years.

Section 23: Transition

The Departnments of: Education and Early Devel opnent,
Labor and Workforce Developnent and the Al aska
Comm ssion on Postsecondary Education nmay adopt
regulations to inplenent necessary changes nade by
this act. The regulations may only take effect after
the law is inplenented.

Section 24: Retroactivity

I f Sections 2-4 of this Act take effect after July 1,
2017, then sections 2-4 of this act are retroactive to
July 1, 2017.

Section 25: Effective Dates

Sections 8, 9, 11, and 13 take effect Feb. 1, 2021.
Section 26: Effective Date

Except as provided in section 25 of this Act, this Act
takes effect imedi ately.

9:09: 01 AM

Senator Mcciche asked if there was a typographical error
(typo) in the sectional analysis or in the bill that stated
that juniors in college would get an award for another two
years.

Ms. Hutchison confirmed that there was a typo, and juniors
in college would only receive the award funding for one
nore year if the bill were to pass.

Co- Chair MacKi nnon W THDREW her objection. There being NO

OBJECTION, it was so ordered. The CS for SB 103 was
ADOPTED
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Vi ce- Chai r Bi shop MOVED to ADOPT Anendnent 1:

Fol | owi ng “repeal ed” 2
Del ete “February 1" 3
| nsert “May 30" 4

Page 16, line 8 6
Fol l owi ng “July” 7
Del ete “1” 8

I nsert “30" 9

Page 16, line 9 11
Fol l owi ng “July” 12
Delete “1” 13
| nsert “30” 14

Page 16, |inel0 16
Fol l owi ng “effect” 17
Del ete “February 1" 18
| nsert “May 307

Co- Chair MacKi nnon OBJECTED for di scussi on.

Ms. Hutchison stated that the conceptual anendnent was
requested by the Al aska Postsecondary Education Conmi ssion
to better align the effective dates wth its current
processes and deadlines. She detailed that the anmendnent
changed all February 1, 2021 effective dates to My 30,
2021; and changed all July 1, 2017 effective dates to July
30, 2017.

Co- Chair MacKi nnon W THDREW her OBJECTION. There being NO
further OBJECTION, it was so ordered. Anmendnent 1 was
ADCOPTED.

Co- Chair MacKi nnon set SB 103 asi de.

NPRESENTATI ON:  SPRI NG REVENUE FORECAST UPDATE

9:11:16 AM

RANDALL HOFFBECK, COW SSI ONER, DEPARTMENT OF REVENUE
di scussed the presentation "Revenue Sources Book - Spring
2017" (copy on file). He thanked the conmttee for the
opportunity to update the conmttee on the spring update to
the Fall Revenue Forecast; wth nunbers wupdated by
additional data received since the previous fall. He
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referred to speculation by the other body that the
departnment had withheld information in order to direct the
di scussion on the state's fiscal situation; and stated that
it was not true. He enphasized that the department had been
commtted to providing the best information possible as
tinmely as possible.

Comm ssi oner Hof fbeck continued that the departnent had the
forecast in final draft a nonth previously. He stated that
there was always sone risk in presenting information prior
to receiving tax returns at the end of March, due to |ack
of data. The department had recognized that it would have
to issue advisory bulletin 2017-01, that dealt wth how
cashable tax credits could be treated. He had directed
staff to return and rework the numbers to show the inpacts
of the tax returns and the advisory bulletin; rather than
put out prelimnary nunber s t hat woul d t hen be
substantial ly changed.

Co- Chair MacKi nnon recogni zed nenbers in attendance.

9:14: 01 AM

Conmmi ssi oner Hof fbeck showed slide 4, "FORECAST CHANGE
Producti on Tax Revenue Hi ghlights":

Ol price forecasts up by 7% for FY17. Post FY 2018
unchanged fromfall forecast
0o Long-term prices (FY 2025+) expected to settle
around $70-75 real
* Ol production forecasts up by 7% for FY17. FY18
forecast increased by 1%
o Long-term forecast decreased slightly (~ 2% per
year)
e Unrestricted revenue forecast increased due to
hi gher oil price and production forecasts

Conmi ssi oner Hoffbeck informed that slides 5 and 6 broke
down the forecast nunbers by year. He turned to slide 5,
"FORECAST CHANGE: Conparison from Fall 2016 Forecast for FY
2017." He noted that the oil price had gone from $46.81 in
the fall 2016 forecast to $50.05 in the spring 2017
forecast. There had been a 7 percent change. Production
went from 490,000 barrels to 523,000 barrels a day, which
signified a 7 percent increase. Based on new data, the
| ease expenditures and transportation costs had been
reduced wthin the departnent's calculations. The net
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affect was that Unrestricted General Fund (UGF) petroleum
revenue for the current fiscal year would go from $967
million to $1.158 billion, which signified an approxi mately
20 percent increase in revenues for FY 17.

Co-Chair MacKinnon referred to the 'ANS Deductible Lease
Expenditures’ |ine, and asked if the information was
related to the departnent's advisory  bulletins. She
wondered if the deductible | ease costs were based on price,
or sonething internal.

Comm ssi oner Hof fbeck stated that the |ine was not inpacted
by the recent advisory bulletin, but was actual |ease
expenditure information that was provided by industry and
was | ower than what was anti ci pat ed.

Conmi ssioner Hoffbeck viewed slide 6, "FORECAST CHANCE:
Conparison from Fall 2016 Forecast for FY 2018," which
showed the table fromthe previous slide, updated with data
for FY 18. He pointed out that the fall 2016 oil price
forecast went from $54, and it was unchanged. The price was
consistent with current prices and with futures one year
out. The price was al so consistent with what the departnent
was seeing fromother price forecasting entities.

Comm ssi oner Hof fback noted that the production forecast
went from 455 bbls/day to 459 bbls/day. He noted that staff
fromthe Departnment of Natural Resources would be avail able
to discuss the production forecast in greater detail. He
noted there were slightly higher deductible |ease
expenditures and transportation costs in the forecast, and
reported an UGF increase of $179 nmillion in FY 18. He
explained that the difference in UG was primarily driven
by the advisory bulletin and the way cashable credits were
being treated, since fewer credits would be used against
tax liability. He noted that if the departnment had issued
the forecast a nonth previously, the nunber would have been
closer to $62 mllion versus the $179 mllion reflected on
the slide. The difference was indicative of the Kkind of
change that pronpted the departnment to rework the nunbers
before presenting to the legislature. He added that 50,000
bbl s/ day was worth $100 million in revenue.

Comm ssioner Hoffbeck read slide 7, "Spring 2017 Total

Revenue Forecast." He stated that the renmaining slides
woul d put background behind the first set of slides.
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9:18: 38 AM

Comm ssi oner Hof f beck discussed slide 8, "REVENUE FORECAST:
2016 to 2018 Unrestricted General Fund (UG) Revenue,"
which depicted a summary of the wvarious non-petroleum
revenues. He noted that the departnent was now forecasting
$1.646 billion in revenues for FY 17; which was up from
$1.4 billion in the fall 2016 forecast. For FY 18, the
departnment forecast $1.831 billion in revenues, which was
up from$1.6 billion in the fall 2016 forecast.

9:19:13 AM
AT EASE

9:21: 20 AM
RECONVENED

Co- Chair MacKi nnon asked to go back to slide 6. She thought
she had heard the comm ssioner state that 50,000 bbls/day
equated to $100, 000.

Comm ssi oner Hoffbeck clarified that 50,000 barrels per day
equated to $100 mllion in new revenue.

Vi ce-Chair Bishop asked at what price of oil was 50,000
bbl s/ day equal to $100 mllion.

Commi ssi oner Hoffbeck confirnmed that 50,000 barrels per day
equated to $100 mllion when oil was priced $54/bbl.

Comm ssi oner Hoffbeck reviewed slide 9, "REVENUE FORECAST:
Revenue Avail able for Appropriation”:

e Useful for outside analysts not famliar wth
Al aska’ s budget conventions

o Better reflects ability of state to neet its
obl i gati ons
o Alaska has a budget framework that restricts
certain revenue based on constitution, statute,
or customary practice
o The ability of the state to neet its
obligations is not fully reflected by the UG-
revenue category
* Al revenue subject to appropriation for any purpose
can be used by the legislature to fund governnent
services or obligations, including:
o Constitutional Budget Reserve Fund
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o Earni ngs Reserve of the Permanent Fund

Comm ssi oner Hof fbeck stated that slide 9 was an overview
of total revenue available for appropriation, which did not
fit well into discussion on a fiscal plan. He stated that
the departnent had started to include the slide in al
budget presentations to give a better picture of total
state revenue to pay for governnent services.

Comm ssi oner Hof fbeck spoke to slide 10, "REVENUE FORECAST:
2016 to 2018 Totals to Appropriate,” with a data table that
showed total revenue subject to appropriation for FY 17 was
$5.35 billion, and for FY 18 would be $5.8 billion. He
stated that the biggest difference between the two years
was the realized earnings of the Al aska Pernmanent Fund.

9:23: 04 AM
AT EASE

9: 23: 38 AM
RECONVENED

DAVID TEAL, Dl RECTOR, LEG SLATI VE FINANCE DI VI SI ON,
referred to slide 10. He questioned whether people
unfamliar wth Alaska's reserves would understand the
state's ability to continue to fund its budget. He referred
to avail able revenue; which counted investnent earnings of
the Constitutional Budget Reserve Fund (CBR), and the
reali zed earnings. He wondered why the full reserve bal ance
was not counted as avail able to spend.

Comm ssi oner Hof fbeck stated that a decision had been nmade
as to how the information was presented, and the
adm nistration wanted to present the ongoing revenues that
were available. He considered that if the entire bal ances
of the funds were put in the totals, it would show a huge
anount that could not be duplicated year after year. He
offered to present the information to include the total
bal ances of the funds.

M. Teal stated that when the Legislative Finance Division
(LFD) had presented the its view of state revenue, it had
included realized earnings, but only that portion of
earnings that were scheduled to be paid out to the Genera
Fund (GF). He thought revenue available to spend should
reflect only the payout rather than the full balance of the
f und.
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Co- Chair MacKi nnon asked the comm ssioner to comrent on any
assunptions in the revenue forecast that were not currently
in statute.

Comm ssi oner Hof fbeck believed that everything that was in
the revenue forecast conplied with existing state statute.
He stated that there were assunptions that the revenues
from the Permanent Fund were available for appropriation,
even though they were not currently being used that way. He
stated that he would inform the commttee after checking
with his staff if anything varied fromwhat he stat ed.

Co- Chair MacKi nnon asked the comm ssioner to confirm if
there were any other assunptions, as the |legislature had
not used the ERA before.

9:27:12 AM

Co- Chai r Hof fman asked if there was a change in
presentation that was different than past years.

Comm ssi oner Hof fbeck responded that the departnent had
started to present in the current manner the previous year,
in response to push back the departnent had received in New
York, where people had been focused on UG- revenues. He had
to explain every year that there were additional funds for
appropriation. The nunbers were included in the Revenue
Sources Book to provide an official docunment that showed
the conplete data for when the departnment was talking with
bond rating agencies and other entities. He asserted that
he was happy to work with LFD to find a format that
everyone was confortable with. He enphasized that the slide
format was not an indication of any change in how the state
was doing business, but rather was intended to show how
much noney was avail able for appropriation when talking to
outside entities.

Co- Chair Hof fman thought the matter should be explicated in
a footnote, because the way it was presented on the slide
did not provide the total picture.

Comm ssioner Hoffbeck stated that slide 9 had been an
explanation, and there was an entire section within the
Revenue Sources Book that explained the reasons behind the
format.
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Co-Chair MacKi nnon stated that the conmmttee had received
the presentation docunments with very little time to review
the information.

Senator von | nhof asked if Conm ssioner Hoffbeck felt as if
he m ght change the way he presented the Permanent Fund
earnings in future Revenue Sources Books if the state noved
to a Percent of Market Value (POW) revenue source.

Conmi ssi oner Hoffbeck answered in the affirmative, and
stated that the departnent would parse out the nunbers to
show any statutory provisions.

Comm ssioner Hoffbeck turned to slide 12, "PRODUCTION
FORECAST: ANS Details,” which showed the nunerical values
behind the spring 2017 ANS O production forecast. He
furthered that the 2017 official production forecast nunber
was 523,686 bbls/day; while the 2018 forecast nunber had a
12 percent decline to 459,863 bbls/day. He stated that DNR
woul d di scuss the decline, but had not done a new forecast
for the fall. The departnent had updated the spring
production nunbers based on year-to-date production, but
would not do an entirely new forecast until fall 2017. He
informed that the 2018 forecast nunber was a "stale"
nunber, and DOR wanted to nmake note of the 50,000/ bbl
i ncrease equating to $100 nmillion.

Co-Chair MacKinnon asked if the nunber was stale the
previ ous year when the spring forecast had been presented.

Comm ssi oner Hoffbeck stated that the previous spring the
departnent had been using a contract forecaster, and was
not sure if the departnent had been given a full update in
the spring. The data had been updated but a new forecast
had not been conpl et ed.

9:31: 57 AM
AT EASE

9:32: 26 AM
RECONVENED

Senator von | nmhof thought the information on slide 12 was
inmportant to present correctly. She referred to the DOR
website, which tracked daily oil production. She noted that
production had been well above 500,000 bbl/day from
Septenber 1, 2016 to the present. She referred to the
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conmi ssioner's comrents about the stale nunber, and
observed that there were |ive nunbers tracked daily.

Comm ssi oner Hof f beck showed slide 13, " PRODUCTI ON
H STORY," which had a line graph denonstrating the | ast
three years of oil production. He thought the graph
denonstrated that bi ggest driver of the increased

production in the early part of the year was the lack of a
maj or turnaround in the late sumrer of 2016. He noted that
FY 17 had started with a head start (as shown on the red
l[ine on the graph) where the other two prior years on the
gr aph had significantly reduced producti on during
t urnaround mai ntenance in the sunmer. He noted that the red
line stayed below the prior year's production until the
month of Decenber. When DNR was doing its forecast, the
production was largely below the line, while the annual
average was higher because of the lack of the significant
mai nt enance turnaround. He stated that it wasn't until
Septenber that there was new increased production. He
t hought that the industry had even outperforned its own
production forecasts. He stated that the red l|ine was
already starting to turn as it headed into the warner
season on the North Slope; and production normally fell as
it warmed up. He inforned that there was a recognition of
substantially nore production than was currently being
f orecast.

Senat or von | mhof wondered about a drop in oil production
in the comng sunmer. She asked the commissioner if he
communicated with oil conpanies as part of the forecast
analysis, and if he asked about anticipated maintenance or
f oreseeabl e probl ens.

Comm ssioner Hoffbeck answered in the affirmtive, and
specified that the forecast was an annual process, and the
departnment comuni cated with conpanies as it prepared the
fall forecast. He continued that the departnment had not had
significant contact to wupdate the current forecast. He
deferred to DNR, who primarily calculated the production
f orecast.

9: 36: 26 AM

Senator Mcciche agreed that it was a particularly
inportant tinme not to include a stale nunber in the spring
forecast. He stated that there had been two years of
i ncreased production for the first tine in 14 years. He
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t hought a 12 percent decline had never occurred other than
an operational decline in 2006. He thought the conmttee
could speak with DNR to identify an adjustnent that be used
by the commttee to be nore helpful in identifying an
expected gap for FY 18 and beyond. He thought actuals
should be risked-out instead of l|leaving a stale nunber in
the assunption. He wanted to identify a better solution for
whi ch nunbers coul d be conservatively used in conmttee.

Co-Chair MacKinnon explained that on slide 12, the
adm nistration had reflected a 2 percent increase of the
official forecast, and the 2017 nunber showed an increase
in production. Wwen the 2018 official forecast was
exam ned, there was only a few current nonths included in
the projection, and it was an un-updated (or "stale")
nunber. She thought that when there was a spike of 7
percent showing in the current figures, it was distorting
the difference between 2017 and 2018 nunbers. She furthered
that even though the figures showed a 12 percent decline,
there was better 2017 performance to consi der.

Conmi ssioner  Hoffbeck discussed slide 14, "PRODUCTI ON
FORECAST: ANS," which showed the relative inpact of
currently producing fields versus those under devel opnent
and evaluation. He stated that the big driver for the data
was fields that were already online and producing. Although
there were new fields being devel oped, they were largely a
skin on top of production frommajor fields.

9:40: 12 AM

Conmi ssi oner Hof f beck revi ewed slide 15, " PRODUCTI ON
FORECAST: Excl uded from Forecast":

Characteristics:

e Unknown first-oil date/estimted greater than 5
years

e Discovery (contingent resource) or just prospects
(prospective resource)

e Uncertain finances (e.g., sourcing for private
equity)

e Facilities inconplete or nonexistent

* Projects in Appraisal

» Technol ogi cal Uncertainty

e Environnmental/Permtting Uncertainty

e Econom c Uncertainty
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Exanpl es: Pi kka, Ugnu, Placer, Tofkat, Pt Thomson
(MSS or full-cycling), Liberty, Fiord West, Snmith Bay

Comm ssi oner Hof fbeck thought slide 15 was inportant; and
that it addressed the issue of projects that had been
announced, yet fell outside the paraneters of the forecast.
He thought it was inportant to consider that sonme of the
fields listed on the slide could cone online sonewhere
within the 5 to 7-year horizon

Co-Chair MacKi nnon asked if the types of fields listed on
the slide had been previously included in the forecast.

Comm ssi oner Hoffbeck stated that the projects would not
have been included in prior forecasts. He stated that past
forecasts (that were done by another entity) had included
such projects, but that they had been adjusted to
conpensate for risk. He thought the practice had created an
over-forecast in the mdterm because nost of the fields
were del ayed. Rather than use the risking process, DOR nmade
the decision to renove the prospective fields from the
paraneters of the report.

Co- Chair MacKinnon appreciated the explanation and the
conservative approach to price and production. She relayed
that the conmttee had |ooked at decades worth of
estimations by the departnent to evaluate forecasts. She
comented on the inaccuracy of forecasts, and was concerned
that the forecast was distorted on the low side. She
referred to an internal discussion the previous fall
relating to price and production, and thought that there
m ght not be confidence in the forecast nunbers.

Conmmi ssi oner Hof f beck discussed slide 17, "PRI CE FORECAST:
Nominal ANS Price Distribution" which showed a |ine graph
and a data table depicting the adjustnent that was nade on
the price forecast. The price nmatrix had been devel oped in
DOR s fall price forecasting session; the nunbers that were
produced in the fall Revenue Sources Book were represented
by the 50 percent |line on the graph. There had been an
alnmost $5 bunp in oil price alnost imediately after the
figures were published, which he attributed to Saudi Arabia
reachi ng agreenent to reduce production. The departnment had
noved the forecast for FY 17 down to the 60 percent I|ine

but had left the rest of the graphs consistent with the
fall forecast nunbers. He thought that the fall forecast
m ght be overly optimstic, although the nunbers were
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consistent with what other price forecasters had published.
He thought the $60/bbl price was a difficult price point to
pi erce.

9:44:51 AM

Conmi ssi oner Hoffbeck noved to slide 18, "PRICE FORECAST:
| npact of other prices in FY 2017," which showed a data
tabl e depicting ANS Price Sensitivity. As of the begi nning
of March, the price of oil was $51.81/bbl. If the oil price
averaged $50 per barrel for the rest of the year, the
year's average would be $49.31/bbl. He discussed the
forecast price based on various oil prices averaged into
the total for the year.

Conmi ssi oner Hof fbeck showed slide 19, "PRICE FORECAST:
Hi storical ANS West Coast Price 2015+," which showed a line
graph. He pointed out a flattening (with a little nore
certainty) for the previous five nonths, which was a
significant change from what had been seen in several
years. He thought G Producing and Exporting Countries
(OPEC) was having sone success in controlling oil price
with its production.

Comm ssi oner Hoffbeck turned to slide 21, "COST FORECAST:
North Slope Capital Lease Expenditures,” which showed a
line graph with updated data from producers and devel opers.
He noted that capital expenditures were a little less in
the near term but peaking higher in 2019 and 2020 before
droppi ng back to the forecasted |ine.

Conmi ssi oner Hoffbeck reviewed slide 22, "COST FORECAST:
North Sl ope Operating Lease Expenditures,"” which depicted a
line graph. He pointed out operating |ease expenditures at
a higher level going in to FY 18.

Conmi ssi oner Hof f beck di scussed slide 24, "CREDI TS
FORECAST: Conpared with Production Tax," which showed a bar
graph showi ng credits against the production tax. The slide
showed the severance tax conponent. He commented that the
state was above the line on revenues from severance taxes.
He explained that the data assuned the statutory
appropriation, and the adjusted appropriation with the new
forecast would be $76 mllion for FY 18. After the
statutory appropriation, the state would be left wth
approximately $1.04 billion in unpaid credit certificates
by the end of FY 18.
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Co- Chair MacKinnon commented that the admnistration had
caused the backlog of tax credits, after the governor had
twice vetoed the legislatures attenpt to pay the credits.

Senat or Hughes referred to slides 24 and 25, and noted that
the slides conbined Cook Inlet wth North Slope tax
credits. She understood that the figures were conbined to
| ook at the overall revenue picture, but thought it was
m sl eadi ng because of different tax reginmes. She asked if
the comm ssioner could discuss the information while
separating out Cook Inlet fromthe North Slope information.

9:48: 23 AM

KEN ALPER, DI RECTOR, TAX DI VI SION, DEPARTMENT OF REVENUE,
informed that nore than 95 percent of the revenue
originated fromthe North Sl ope. He continued that a little
nore than half of the earned tax credit obligation was for
Cook Inlet, specifically on the cashable credit side. The
credits that were used to offset cash liability were al nost
entirely from the North Slope, because there was nore
liability on the North Slope. He stated that because slides
24 and 25 dealt primarily with revenue, there would not be
a dramatic change by renoving Cook Inlet data; as opposed
to looking at how credits were earned or total credit
obl i gati on anal yses.

Co-Chair Hoffrman referenced the $1 billion liability at the
end of FY 18, and wondered if it would change if SB 26
[ 2017 | egislation that proposed restructuring the Permanent
Fund and provided for a spending cap] were to pass. He
wondered if the admnistration would have a different
approach to the tax credits and pay nore than the statutory
m ni mum

Comm ssi oner Hoffbeck stated that the previous year the
governor had proposed a credit payoff of $1 billion as part
of a total fiscal package. He thought the governor had not
wavered from his desire to pay off the credits if he had a
full fiscal package. He thought the governor would be
| ooking at sonmething nore than SB 26 to be able to pay off
the credits. He nentioned conponents such as tax neasures
that the governor would consider as part of a total fisca
package. He asserted that the governor saw the tax credit
liability as a way to interject noney into the econony and
into the oil patch, but felt as though there needed to be a
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solid fiscal basis to nmke paynents beyond what was
statutorily required.

9:51:46 AM

Comm ssi oner Hof f beck turned to slide 25, "CREDI TS
FORECAST: Conpared with Unrestricted Petroleum Revenue,™
whi ch showed a bar graph that | ooked at the credits agai nst
unrestricted petrol eum revenue i ncl udi ng royal ties,
property tax, and corporate incone tax.

Comm ssi oner Hoffbeck read slide 26, "Spring 2017 Advisory
Bul letin."

M. A per reviewed slide 27, "REVENUE FORECAST: Advisory
Bul letin I npacts":

e DOR Advisory Bulletin (2017-1)

o Carification of existing regulation regarding
the application of per taxable-barrel credits for
non- GVR oi |l (024(j))

o If a conmpany applies 024(j) credits, they cannot
use other credits to reduce bel ow m ni num t ax

o A conpany can forego their wuse of the 024(j)
credits and use other credits to reduce below
mnimumtax (if allowed)

o Estimated Inpacts:

e 2014 to 2016 Tax Years: ~ $50 - $100M tax due
to the State

e 2017 and 2018 small UGF increases

e Credit transfers decrease in FY 2018, thus |ess
are used against tax liability. This increases
both tax revenue and balance of <credits
out st andi ng.

M. Al per spoke to slide 27, and recounted that the
depart nment had | ear ned it had been gi ving somne
contradictory information. There had been lack of clarity
as to the sequencing of use of credits. He informed that
the statutory provision (that applied to the application of
per taxable-barrel credits for non-GYR oil) hardened the
mnimum tax floor to the per-taxable-barrel credit that was
passed as part of SB 21. He stated that sone taxpayers had
used the credit to get down to the mninum tax |evel, and
then used other credits to go further and pay as |ow as
zero. After reading the regulations in deeper detail, the
departrment had found that it was clearly stated that if one

Senat e Fi nance Comm ttee 18 04/ 14/ 17 9:04 A M



was using other credits in addition to the per-barrel
credit, it was not possible to go bel ow the hardened fl oor.

M. Al per continued discussing the advisory bulletin and
slide 27. The departnent had realized that it needed to
publish the advisory bulletin before the 2016 taxes were
due. The provision took effect January 1, 2014; so
busi nesses m ght have to correct 2014 and 2015 taxes. He
relayed that there was a 6 to 7 page advisory bulletin,
which was a relatively technical neno that explained how
conpani es nust use credits in conbination. It provided an
option (quite relevant given low oil prices in recent
years) so conpanies could forego per-barrel credits and
reduce taxes to zero. He thought realistically that as the
price of oil approached a few dollars within the break-even
point, the amount of per-barrel credits earned could be
quite mnimal or even zero.

M. Al per continued discussing slide 27, noting that there
was a few dollars' worth of anmended returns, nostly having
to do with small producer credits. In the fall forecast the
departnent had |ooked at $100 mllion worth of ol der
credits being sold to nmjor conpanies and used to offset
t axes; the amount had cone out of the forecast.

9:56: 16 AM

Vi ce-Chair Bishop comented that he would have taken the
$100 mllion and pai d down the debt.

Comm ssi oner Hof fbeck showed slide 28, "REVENUE FORECAST:
Advisory Bulletin Inpacts,” which showed a line graph
entitled 'Spring 2017 Forecast UG- Revenue.' He explained
that the graph showed the inpact of the spring forecast
with and without the guidance of the advisory bulletin. He
thought it was possible to identify the $100 nillion
associated with the provision.

Comm ssi oner Hof fbeck reviewed slide 29, "REVENUE FORECAST:
Advisory Bulletin Inpacts,” which showed a bar graph
entitled 'Spring 2017 Forecast Credits Available for
Pur chase.' The slide showed the forecasted «credits
avai lable for purchase by vyear. He noted that 2018
reflected carry-forwards, as well as the net effect of the
difference with and w thout the guidance of the advisory
bul l eti n.
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Co- Chair MacKi nnon stated that the conmttee would like to
see slide 29 considering the last 20 years, so as to
observe what the current admnistration had done with tax
credits.

Comm ssi oner Hoffbeck asked if Co-Chair McKi nnon wanted
the information to reflect the 024(j) guidance provision in
t he advisory bulletin.

Co-Chair MacKinnon asserted that the admnistration had
created a spike, and there had not previously been the sane
anount of carry-forward. She thought the people of Al aska
deserved to know where the problem had happened, and who
had contributed to it.

Comm ssioner Hoffbeck clarified that slide 29 reflected
total credits, rather than just the 024(j) provision.

Co- Chair MacKi nnon elucidated that her request was to see
the information that was presented on the slide exactly,
but for the previous 20 years.

Co- Chair MacKi nnon thought that the commttee w shed to
di scuss production nunbers. She asked about the variance in
the 12 percent decline rate that was being shown for 2018.

9:58: 54 AM

CHANTAL  WALSH, Dl RECTOR, DVISSON OF QOL AND GAS,

DEPARTMENT OF NATURAL RESOURCES, explained that when
Department of  Natural Resources (DNR) had done the
forecast; it was done for the 2017 and 2018 tine-franme. She
remnded that it was the first tine that DNR had done the
forecast. When the forecast was updated to reflect the new
nunbers in 2017, the forecast was untouched except for
substituting in the values for real production data. She
remnded that the state finished its second year wth
incredible flat production on the North Slope. The aging
fields had shown virtually no decline. She applauded the
producers for the phenonenon; and referenced Kuparuk and
Prudhoe Bay, which had seen 4 percent to 6 percent annua

declines. She referred to the previous couple of years of
very good production, and stated that when the departnent
re-did the forecast, 2017 would play a major part in how
the future was forecast.
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ED KI NG, DEPARTMENT OF NATURAL RESOURCES, stated that the
departnment had conducted a forecast in the fall, which had
not been updated. He stated that the departnent would
conduct a new forecast the subsequent fall for the next
publication. He clarified that the nunbers being observed
for FY 18 had not been updated, and departnment did not
anticipate a 12 percent decline over the next year.

Co- Chair MacKi nnon explained that the commttee needed the
forecast to plan the budget in the waning days of session

She expressed concern over the 12 percent variance in the
forecast. She appr eci at ed DOR suppl yi ng updat ed
information. She stated that production would play a huge
role in the economic picture used to nove forward wth
| egi sl ative decisions. She asked if there was any way to
nodel a forecast reflecting updated production and oil
price nunbers for a clearer picture.

10: 03: 56 AM

Ms. Walsh recognized the need to adjust the 12 percent
decline that was calculated from a stale nunber. She
cautioned that it would be rather optimstic to hold flat
production for nultiple future years, particularly given
the recent low oil price. She acknow edged that there had
been flat production for two years, but recognized that
t here had been | ess spendi ng.

Co-Chair MacKinnon asked M. Wilsh if there was new
technol ogy that contributed to a higher recovery rate.

Ms. Walsh stated that although there was new technol ogy
being inplenmented, she thought the largest contributing
factor in the flat production was nmajor conpanies using
smart ways of operating the fields.

Senat or M cciche understood the approach being presented.
He was concerned with the change in phil osophy away from an
i ndependent peer review and w thout an external evaluation
of the forecast. He did not believe that the nunbers were
trying to drive the nenbers towards <certain policy
decisions. He thought the departnent had used the sane
| ogic the previous year, in asserting that reduced spending
was likely to result in lower production. He referenced
page 10 of the Revenue Sources Book from fall 2016. He
thought it was inportant to take risk into account. He
thought there were many first-tine conponents in the
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Revenue Sources Book, including other revenue sources,
consunption taxes and incone taxes. He stressed the
i nportance of having good nunbers at the present tine.

10: 07: 38 AM

M. King contextualized that the process had always been
the sane, in which the spring update was sinply an update
to the current fiscal year rather than a new forecast. Past
consultants had engaged in the sane process. He stated that
the current year was different in that the industry was in
the position of needing to do nore with |ess, and had done
an amazi ng job. The departnent would go through the process
of examning the data and how to inprove forecasting. He
was sensitive to the comment by Senator Mcciche and
t hought it was not unreasonable to run the scenarios at
different price and production |evels. He thought industry
exam ned ranges of nunbers and nade decisions based on
beliefs. He shared that with reduced budgets, the task of
producing the forecast was arduous, and the departnent
could not update the forecast nmonthly as new data cane in

He stated that the departnent was doing the best it could,
and was happy to accommobdate the conmittee and inprove the
process.

Senat or M cciche thought there was a significant margin of
error in the data. He thought using forecasts to the penny
was not a fair conparison

Co- Chair MacKi nnon thought it would be easier to ask that
the departnent nodel a variation of increments in
production. She had the perspective that the forecast was
an underval ui ng of production in 2017 and 2018.

Ms. Wal sh stated that the departnment would take on the task
of providing the conmttee wth forecast data in a range
She wanted to clarify how the departnment's approach was
i npacted. She infornmed that the nmjor oil conpanies also
outperformed their forecast, and the previous years were
anomal ous.

10: 11: 55 AM

Senator M cciche remarked that at sone point anonmaly becane
trend. He considered that the statistics were bordering on
trend, and thought there was a bal ance to consi der.
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M. King agreed wth Senator Mcciche's coments. He
commented on the forecast that was nade the previous fall
and stated that the departnent would take new information
into account when it updated the forecast. He suggested
that DNR did not have the resources to do a full-fledged
field-by-field forecast the way it did annually in the
fall. He thought having a range of nunmbers was an excell ent
idea for the legislature and how it approached budgeti ng.
He reiterated that it was appropriate to |l ook at a range of
prices and production l|evels rather than very specific
poi nt esti mates.

Vi ce-Chair Bi shop associ at ed hi nsel f W th Senat or
M cciche's coments, and stated that there should be a
disclaimer on slide 12 to reflect the information being
di scussed about the stale nunber. He anticipated getting
calls fromconstituents regarding the inaccurate nunbers.

Co- Chair MacKi nnon expressed appreci ation for t he
information and nodelling provided by DNR She thought a
range of nunbers provided an opportunity for the conmttee
to speculate on a variety of price and production nunbers.

Senator von Inhof discussed nodelling and production
forecasts as represented in the slide. // She |ooked at the
P10 row on slide 12, and observed that it nade sense to do
sonme double checking of the data after 8 nonths had passed
since the initial forecast. She |ooked at slide 6, and
t hought running through the nunbers with a forecast of
475, 000 bbls/day in oil production would be good.

M. King thought that Senator von Inmhof's estimation of
475,000 to 490,000 was a very likely range in which the

comng year's forecast would fall. He thought the change
would equate to $30 nmillion to $50 nillion in extra
revenue.

10:17: 09 AM

Co- Chair Hoffrman commented on slides 5 and 6, and thought
that as a result of the spring forecast for 2016 and 2017,
the state woul d see increased revenue of $370 million.

Senat or M cciche clarified that the conmttee was
considering a fiscal plan that was outlined in SB 26, and
was concerned that stale nunmbers would affect the ability
to nmove forward wth solutions. He stated that the
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nodel | i ng denponstrated that SB 26 worked as a fiscal plan
but if production was dropped, there would be a gap. He
thought it was clear that no one expected the drop in
production for FY 18 that was reflected on slide 24. He
enphasi zed the inportance of the forecast nunbers.

10:19: 41 AM
AT EASE

10: 20: 16 AM
RECONVENED

Co- Chair MacKinnon referred to a DOR press release, which
showed $200 mllion in increased revenue expected for FY
17, and $208 mllion in increased revenue expected for FY
18. She asked the comm ssioner to describe why the nunbers
were different than slides 5 and 6 of the presentation.

Comm ssi oner Hoffbeck stated that the difference was that
slides 5 and 6 reflected only wunrestricted petroleum
revenues; while the nunbers in the press release reflected
total revenue increases.

10: 21: 29 AM
AT EASE

10: 36: 23 AM
RECONVENED

#sb102
SENATE BI LL NO. 102

"An Act relating to funding for Internet services for
school districts; and relating to the Al aska higher
education investment fund."

10: 36: 33 AM

Co-Chair MacKi nnon discussed SB 102. She noted that the
public hearing had been opened and closed on the bill on
April 10, 2017. The bill changed the baseline download

speed from 10 negabits per second (Mps) to 25 ©Mps for
school s i n Al aska.

HEl DI TESHNER, DI RECTOR, ADM NI STRATI VE SERVI CES,

DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT (via
tel econference), discussed a new fiscal note (OVB conponent
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208). She detailed that within the fiscal note there was
$34,000 requested for FY 18. The anpunt included $30, 000
for additional contract houses and technical support for
reviewing applications. In addition, there was $4, 000
related to legal services costs related to regulation
changes. It was projected that the increase from 10 Mps to
25 Mops woul d signify an approximately $16 million grant to
the additional qualifying school districts.

Co- Chai r MacKi nnon asked why a contractor wth an
additional fee of $30,000 was needed to nmintain the
current program when existing schools already had 10 Mops
of connectivity.

Ms. Teshner understood that currently the contractor was
part-tinme, and the additional funding would go toward
processing additional applications after nore school
districts qualified for funding.

Co- Chair MacKinnon was not sure of the accuracy of the
fiscal note. She wondered about the connection of other
projects. She remnded that the bill addressed existing
schools, and did not include new construction that would
require additional confirmation to qualify for funds.

Ms. Teshner stated that the $30,000 on the fiscal note
would be split; wth $15,000 to approve additiona
applications, and $15,000 for the expected additional
techni cal support to districts to help with applications.

10: 40: 37 AM

Co-Chair Hoffman stated that the Unalaska School District
had inforned that it could not go to 25 Mops because of the
capacity of satellites.

PATI ENCE FREDERI KSEN, DI RECTOR, LIBRARIES ARCH VES AND
MUSEUMS (via teleconference), stated that if Unal aska was
al ready receiving 25 Mips, it would not be eligible for the
enhanced grant that was proposed in the bill. Only
districts with under 25 Mps would be able to apply for the
f undi ng.

Co-Chair Hoffrman restated that the district currently had

20 Mops of downl oad, which it shared between the school and
the library. He continued that because the district was
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receiving the services through the satellite system it
coul d not expand the connectivity.

V5. Frederi ksen wunderstood that the Alaska Tel ephone
Associ ation had authored a letter of support for the bill
and had guaranteed that every school district could receive
up to 25 Mps with the netwrking that was in place.
Additionally, schools that were receiving internet through
satellite would be able to take advantage of the 25 Mops
She enphasi zed that she was speaking outside her area of
experti se.

Senator Hughes stated that there was rapidly advancing
technology that mght be able to help wth internet
connectivity. She understood that a new satellite had been
| aunched recently over the State of Texas, and was giving
speeds of 75 Mwps in a spot in Southeast Al aska. She
t hought the technol ogy was bei ng tested.

10: 44: 11 AM

Co-Chair MacKinnon referred to the new fiscal note, and was
uncertain why $30,000 was needed to process grant
applications. She thought the expenditure should be for
one-tinme contact rather than recurring contact.

Ms. Frederiksen stated that the e-rate contractor in place
reviewed grant applications closely. She specified that the
application was a spreadsheet, and the |law needed to be
foll owed. She discussed certifying school districts that
were receiving less than 10 Mops. There had been school
districts that had sent quotes from internet service
provi ders that showed purchase of 50 Myps that was split
between schools, and the arrangenent had not fit the
criteria for the law. She discussed the conplexity of the
extensive e-rate application as it pertained to the

criteria of the program It had taken the e-rate
coordinator two full weeks of work to review applications
the previous fall. The applications changed each year. She

added that the process was intensive and required nunerous
phone calls, ergo the need for additional funding. She
added that the state was going froma $2.7 mllion program
to a $16 mllion program and the stakes were much higher.

10: 47: 35 AM
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Ms. Hutchison clarified that the purpose of SB 102 was for
every individual school to have the ability to apply for
and receive Dbroadband assistance grant funding. Each
eligible school could be brought up to an internet downl oad
speed of 25 Myps. The anount would not be divided in a
district, but would be for each individual school.

Senator O son thought there were sone schools that did not
have the infrastructure to take advantage of the program
He asked how many schools would not be able to take part in
t he program

Ms. Hutchison did not have the nunbers Senator d son
requested. She referred to a support letter fromthe Al aska
Tel ephone Association (the unbrella group for all internet
service conpanies), which iterated that current technol ogy
and infrastructure was able to deliver 25 Mps to al
school s in Al aska.

Co-Chair MacKi nnon comented that infrastructure was not
covered in the bill.

Senator O son asked if there were schools that could not
t ake advantage of the grant funds.

Co-Chair MacKinnon stated that there was no funding to
connect schools that were not already connected. She
continued that there was another project that was trying to
provi de services to other conmmunities. She did not have a
list of schools that did not qualify, but offered to obtain
the information for Senator d son.

Co-Chair Hoffman MOVED to report SB 102 out of Conmttee
with individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

SB 102 was REPCRTED out of comittee with a "do pass"”
recommendation and with one new fiscal inpact note fromthe
Depart ment of Education and Early Devel opnment.

#sb103
SENATE BILL NO. 103

"An Act establishing the Al aska education innovation
grant program elimnating the Alaska education grant
program and the Alaska performance scholarship
program redesignating the Alaska higher education
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investnent fund as the Al aska education innovation
grant fund; and providing for an effective date."

10: 51: 00 AM

Co- Chai r MacKi nnon spoke to CSSB 103(FIN).

PAUL  PRUSSI NG, ACTI NG DI RECTOR, DIVISION OF STUDENT
LEARNI NG DEPARTMENT OF EDUCATION and EARLY DEVELOPMENT
(via teleconference), discussed a new fiscal note (OVB
conponent 2796). The fiscal note showed funding for staff
to run a grant program

Co- Chair MacKi nnon noted that the there would be a cost of
$232,600 in FY 18 from the H gher Education Fund Desi gnated
General Fund receipts; and in FY 19, there would be a cost
of $228,600 through FY 23. Regul ations would need to be re-
witten.

Co-Chair MacKinnon addressed a new fiscal note (OVB
conmponent 2738).

STEPHANI E BUTLER, COVM SSION ON POST- SECONDARY EDUCATI ON
(via teleconference), discussed the new fiscal note (OVB
2738). She regretted that the fiscal note was based on an
i nconpl ete understanding of the CS, and was in the process
of being re-done. She pointed out that the fiscal note was
expressed as a decrenent, which was the difference between
the FY 18 anpbunt requested and the anticipated cost under
the new nodel in the CS. The anticipated FY 18 decrenent
woul d be for $1.490 mllion; for FY 19, $2.638 mllion; for
FY 20, $3.611 mllion; for FY 21, $4.4423 mllion; and wth
$5.150 million for each subsequent fiscal year.

Co-Chair MacKinnon addressed a new fiscal note (OWVB
conponent 2990).

Ms. Butler informed that the fiscal note would also be
updated. She detailed that it was expected that the
decrenent regarding the Al aska Education Gant was the
difference in the $5.750 mllion reflected in the origina
FY 18 budget and the anticipated costs going forward. The
cost going forward for each of the four years of the
program phase-out were $5.130 million in FY 18; and FY 19,
$4.556 mllion; in FY 20, $4.070; and in FY 21 $3.664,
after which there would be no costs for the grant.
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10: 55: 27 AM

Co-Chair MacKinnon referenced a new fiscal note (OVB
conmponent 1296).

M LES BAKER, ASSCOCI ATE VI CE PRESI DENT, GOVERNMENT
RELATI ONS, UNI VERSITY OF ALASKA (via teleconference),
reviewed the fiscal note, which was not updated to reflect
the recently adopted CS. He furthered that changes to two
scholarship prograns would affect the revenue that the
Uni versity of Alaska (UA) received from potential student
tuition. He noted that there was not an inpact on the UA
operating budget at the present time, but there was a
projected change in revenue for FY 18. He thought the
anendnent adopted earlier in the neeting could help the
situation. He stated t hat currently UA  received
approximately $14.8 mllion total between the two prograns,
whi ch woul d be phased out over the next several years and
reach nore of a steady amount from the Tier 1 students as
defined in the bill. He had estimted that students
receiving the Alaska Education Gant would be nuch |ess
likely to attend UA were the grant not available, and would
phase the students out over the follow ng years. He was not
sure how the change to the Al aska Performance Schol arship
(APS) would affect UA. He stated that UA received about 98
percent of all the high school students that qualified for
t he APS.

10: 59: 17 AM

Co- Chair MacKi nnon stated that UA would have to update the
fiscal note if it was to be included in the bill docunents
going forward. She asked why the fiscal note showed
negative nunbers in FY 18, which was not affected by the
bill.

M . Baker considered that based on the timng of the fisca
year, the timng of the academc aid year, and on the
effective date of the bill; UA anticipated a couple of the
cohorts of individuals that would have otherw se qualified
for the scholarship in FY 18 would not have. He asserted
that the University would need to examne the CS and the
anmendnent in order to adjust the fiscal note.

Ms. Hutchison commented that after listening to public

testinmony it was understood that the scholarship helped to
keep sonme of the best and brightest students in Al aska. The
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proposed CS kept Level | of the program which included 54
percent of recipients of APS, and phased out Level |l and
Level 111. She thought the change would help to raise the
acadenic bar for high school students, which had al so been
requested in public testinony.

Senat or Hughes thanked the sponsor and staff for working on
the bill.

Co-Chair Hoffman MOVED to report CSSB 103(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
forthcomi ng fiscal notes. There being NO OBJECTION, it was
so order ed.

CSSB 103(FIN) was REPORTED out of conmittee wth "no
recomendati on® and with one new fiscal inpact note from
the Departnent of Education and Early Devel opnent; and
three new forthcomng fiscal notes: two fiscal inpact notes
from Departnment of Education and Early Devel opnent, and one
fiscal inpact note fromthe University.

11: 02: 12 AM
AT EASE

11: 02: 20 AM
RECONVENED

Co- Chair MacKi nnon di scussed the afternoon schedul e.

#
ADJ OURNVENT
11: 02: 50 AM

The neeting was adjourned at 11:02 a. m
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