8:51: 40 AM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COWM TTEE
March 14, 2012
8:51 a.m

to order at 8:51 a.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

None

ALSO PRESENT

Representative
Representati ve

SUMVARY

Bill Stoltze, Co-Chair
Bill Thomas Jr., Co-Chair
Anna Faircl ough, Vice-Chair
Ma Costello

M ke Doogan

Bryce Edgnon

Les Gara

David Guttenberg

Reggi e Joul e

Mar k Neuman

Tamm e W1 son

Lance Pruitt,
Lance Pruitt.

Sponsor; Dirk Craft,

Thonmas called the House Finance Committee neeting

Staff,

HB 250

HB 284

HB 285

House Fi nance Committee 1

EXTEND RENEWABLE ENERGY GRANT FUND
HB 250 was SCHEDULED but not HEARD.
APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

CSHB 284(FIN) was REPORTED out of
a "do pass" recommendati on.

commttee with

APPROP: MENTAL HEALTH BUDGET

03/14/12 8:51 A M



CSHB 285(FIN) was REPORTED out of conmittee with
a "do pass" recommendati on.

HB 358 ANVR ADVERTI SI NG CONTRACT

HB 358 was HEARD and HELD in committee for
further consideration.

#hb284
#hb285
HOUSE BI LL NO. 284

"An Act meking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitali zing funds, amendi ng
appropri ations, and making reappropriations; and
providing for an effective date."

HOUSE BI LL NO. 285

"An Act making appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensive nental health program and providing for
an effective date."

8:51:51 AM

Co- Chair Thomas reported that the amended operating budget
was $31,044,700 in general funds below the governor's
anended request; in all funds, $77,683,700 was below the
governor's anended request. He thanked the commttee for
hel ping to slow the growh of governnent. The agencies'
general fund portion of the budget was 3.4 percent |arger
than the ~current year. |In total the governnent was
investing $6.272 billion in general funds and $9.49 billion
in all funds.

Co- Chai r Stoltze MOVED to ADOPT proposed committee
substitute HB 284 (FIN), Wik Draft CS 27-GHR599\T (Bail ey
3/ 13/ 12) as a working docunent. There being NO OBJECTION is
so order ed.

Co-Chair Stoltze MOWED to report CSHB 284(FIN) out of
commttee with individual recomendati ons.
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Representative Gara OBJECTED. He thanked Vice-chair
Fai rcl ough and the Governor for discovering federal nopney
to help fund much needed housing for victins of donestic
violence. He felt it to be a very positive nove.

Representative Gara W THDREW hi s objection. There being NO
further OBJECTION, CSHB 284 (FIN was REPORTED out of
committee with a "do pass" recommendati on.

Co- Chai r Stoltze MOVED to ADOPT proposed committee
substitute HB 285 (FIN) CS27-GH2593\1 (Bailey 3/13/12) as a
wor ki ng docunent. There being NO OBJECTION it was so
or der ed.

Co-Chair Stoltze MOWED to report CSHB 285(FIN) out of
commttee with individual recomendati ons.

Representative Gara OBJECTED. He noted a change to be
| ooked at before the bill hits the floor.

Representative Gara W THDREW hi s objection. There being NO
further OBJECTION, CSHB 285 (FIN was REPORTED out of
committee with a "do pass" recommendati on.

Represent ati ve Doogan expressed his thoughts concerning the
budget. He signified that he would be voting against the
budget on the floor as he thought it was too nmuch noney. He
stressed that it was not a criticism of anyone who worked
on the budget, but believed the legislators had a
responsibility to not do what has always done whenever
noney was avail able. He cautioned that the present |evel of
spending was not sustainable. He admtted voting for the
budget the last two years for political reasons, but now
regrets his action, and, if he had it to do over, would not
vote for the budget. He remarked that he did not know what
to do about the high costs and acknow edged that inflation,
salary increases, and higher costs all contribute inflate
the budget. The budget passes with good explanations and
reasons, but the result is the budget has risen 7.8 percent
per year and the operating budget has nearly doubled in the
last ten years. He admtted being unable to see how the
hi gh increases can be resolved. Along with the increase in
the budget, he pointed out that there needs to be a
corresponding |l evel of oil noney to nmeet the grow ng needs.
He was concerned about the tinme when nore noney was being
spent than was being generated. He applauded the people
working on the problem especially Vice-chair Fairclough.
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He regretted leaving the legislature with the work not
conplete. He predicted that the spending was unsustainable
and hard tinmes were in the future if spending was not
reigned in. He thanked the commttee for giving him the
opportunity to explain why he was voting against the bill.

9:02: 34 AM

Representative Joule agreed with many issues brought up by
Represent ati ve Doogan, but indicated he would vote for the
budget . He found it amazing that due to the tine
constraints of the session, the |legislature nmust deal wth
the operating budget by the increnents requested by the
governor. He did not feel the best was being done for the
people in the state in a |limted 90 day session. He stated
that nore tinme was needed and cited the need to return to
the 120 day session. He pointed out it was possible to deal
with the budget in 90 days if nmore work was invol ved during
the interim The M ssions and Measures process was in place
to help review how well the agencies were using the noney
being spent. Policy and funding of how the process was
conducted will benefit the budget process. He reiterated
the need to work harder during the interim on budget itens.
He thanked the budget subcommttees and his staff for all
their work and assi st ance.

9:07:29 AM

Representative Neuman indicated he had been nore involved
in the budget process over recent years and conmmended
M ssions and Measures program He believed the budget noney
woul d hel p Al aska beconme nore efficient in the future. He
poi nted out that the cost of governnent continued to clinb
while the pipeline was delivering less and |less. There are
things to like and dislike in the budget, but the budget
process was a public process. He stressed the inportance of
spendi ng noney efficiently now to try and help the future
when noney nay not be as readily available. He declared his
support for the bill.

9:10:19 AM

Co-Chair Stoltze acknowl edged the individuals who dealt
with the hard parts of the budget: the Departnent of Health
and Social Services, the wuniversity, and education. He
poi nted out that the amount of spending was going up and
itens wer e nor e expensi ve. He remar ked on t he
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responsibility and difficulty in nmaking tough unpopul ar
deci sions and acknow edged the internal pressures in the
capitol from the public. New bills were also being
presented that would increase forrmula growth. He furthered
that the price of oil wll not always be high and
production was slowng down. He inpressed that decisions
are daunting especially with large departnents, such as the
ones Vice-chair Fairclough and Representative Joule had to
deal with. Spending will continue to add up.

9:14: 50 AM

Representative Gara acknow edged that Representative Doogan
had been consistent on his views concerning the budget. The
political idea in Washington D.C. has been for one party to
tear apart anything that another party presents. Although
the inpasse is seen all the tinme in politics, he indicated
his plan to vote for the budget as he believed it noved the
state forward. He remarked that there were parts of the
budget he liked and sone parts he did not like. He told a
story of funding for a health care issue and expressed that
there were itens in the budget that paid for things that no
one with a conscience would take out. It was hard to find
maj or changes without a slash and burn approach. One thing
the legislature is unable to do is ask agencies if they
were operating efficiently. Only the governor has the
ability to perform that task, but efficiency could be one
way to get control of the budget. He pointed out that there
were sonme itens in the budget that would make situations
better and save the state noney in the future such as
education. He added that an unpopul ar stand m ght be to ask
wealthy cities to pay for nore of their nunicipal needs
i nstead of asking for state funding. He believed the budget
to be a status quo budget. He recognized the future
struggle to find exactly where and when to cut the budget.

9: 20: 58 AM

Vi ce-chair Fairclough gave credit to the Alaska Housing
Fi nance Corporation for discovering a way, in cooperation
with the governor's office, to help wth housing for
i ndividuals affected by donestic viol ence.

Representative GQuttenberg nentioned that being involved
with the budget process was like westling with a giant
beast. He signified that each nenber has a role and
responsibility with external and internal pressures, but
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Alaska was a young state where funding basic needs was
still part of the growmh process. He |ikened the grow ng
health care to a giant beast; at some point health care
will need to be addressed and dealt with. He thanked the
co-chairs and subcommttee chairs for their work.

9:25: 38 AM

Co- Chair Thonas thanked the commttee and the chairs of the
subcommittees for their hard work. He asserted that there
are many decisions to nmake, but cuts were needed to prepare
for the future shortfall. He thanked David Teal and Amanda
Wight and their staff. He also thanked his staff for their
assi stance. He announced that the operating budget in 1966
was $100, 000,000 and stressed the inflation level of the
budget which is now at $9.6 billion. He thanked again the
adm nistration and all who worked on the budget.

#hb250
HOUSE BI LL NO. 250

"An Act relating to the renewable energy grant fund
and recommendation program and providing for an
effective date.”

HB 250 was SCHEDULED but not HEARD

9:29: 40 AM
AT EASE

9:40: 30 AM
RECONVENED

#hb358
HOUSE BI LL NO. 358

"An Act relating to an advertising campaign in support
of opening the Arctic National WIldlife Refuge for
devel opnent . "

Co-Chair Stoltze opened the neeting and reported that HB
358 was unchanged.

Vi ce-chair Fairclough MOVED to ADOPT HB 358, 27-LS1406\M as
a wor ki ng docunent. There being NO OBJECTION is so ordered.

9:41: 36 AM
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REPRESENTATI VE LANCE PRU TT, SPONSOR presented HB 358 as an
advertising canpaign to open the Arctic National WIldlife
Refuge (ANWR) for developnent. The bill would direct the
state to contract with a qualified trade organization to
advertise opening the coastal plain of ANWR for oil and gas
exploration and devel opnment. The Al aska National |Interest
Land Conservation Act of 1980 prohibited the |easing or
ot her devel opnent |eading to the production of oil and gas
fromthe Arctic National WIdlife Refuge. He stressed that
donmestic demand for oil continues to rise. The proposed
trade organization could comunicate that new technol ogy
had greatly inproved the environnental inpact on drilling
and that oil and gas devel opnment can coexist in Alaska's
arctic. He concluded that state revenue depends on resource
devel opment ; t herefore it makes sense to pronot e
responsi bl e devel opnent to benefit Al askans.

DI RK CRAFT, STAFF, REPRESENTATIVE LANCE PRU TT, inforned
the committee that the legislation has been nodeled
directly after the state's tourism marketing contract
statute.

9:44: 21 AM

Representative Wl son asked if there was a needed amount to
make the program effective. Representative Pruitt responded
that a qualified trade organization would determ ne the
anount. The anopunt woul d be whatever the organizati on woul d
be wlling to bring to the table, and then the state would
match that anpbunt. He expected it would be Iless than
$500,000 from a snall or gani zati on. | f a larger
organi zation was interested then the amunt would be
| arger, but the expected amobunt woul d probably be under one
mllion for the first year.

Representative Gara agreed it seemed reasonable to set the
record straight on ANVR. He expressed his concern that sone
individuals may reap a short term advantage, but give
Alaska a long term disadvantage. He suggested that ads
taken out may target certain political candidates in the
| ower 48. The short term benefit could be for candidates to
use the cause for personal gain to obtain nore votes, but
the long term danage would be other individuals hating
Alaska for interfering in another state's politics. He
bel i eved sone politicians, who were for opening ANRW would
support it, but, once elected, nmkes sure it was never
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opened. He would like accurate information about ANAR to
set the record straight in the lower 48, but cautioned
agai nst targeting candi dates.

Representative Pruitt indicated he would be willing to talk
W th Representative Gara. He avowed that the intent was not
to influence political candidates, but to provide an
opportunity to address constituents in the United States
about the information. He wanted to make sure people had
accurate informati on on ANVR

9:48: 38 AM

Co-Chair Stoltze appreciated Representative Gara's point.
He wondered if the state should be spending noney on
initiatives and referenduns and stressed that it could be
counterproductive to use state noney in that manner. He
indicated the desire to nove the bill out of commttee, but
a few policy questions needed to be cleared up.
Representative Pruitt agreed.

Representative Costello indicated she was trying to
understand the logistics of the bill. She questioned if
there would be proposals from organizations, the state
would identify the w nning proposal, and then match the
proposal's amount. She asked how that would work and how
the nmoney would be raised. Representative Pruitt answered
that the trade association, determ ned by the Departnent of
Commerce, would provide the proposed noney anount that they
received from many different sources. The noney would be
from the private sector and the organization would be
responsi ble for acquiring the noney; it would not be on the
state. The legislature then would appropriate the noney to
mat ch the anount. The ownership of the marketing canpaign
woul d be shared jointly by the trade association and the
state. Representative Costello asked if an amount had been
det erm ned for t he camnpai gn. Representati ve Pruitt
specified that that he did not want to put a limt on the
mar keting group. The plan was to market Al aska's resources
and bring nore noney into the state. He believed Al aska
shoul d cel ebrate if a group wanted to put a |arge anmount of
nmoney into the canpaign. He did not want to limt what the
private sector could bring in. He enphasized that it was a
50/50 program He reiterated that to date the nunber was
closer to $500,000. Representative Costello pointed out
that there are organi zations presently working on the issue
and wondered if the bill included coordination to prevent
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duplication of efforts. Representative Pruitt stated that
there was nothing in the bill that specifically states
there nust be coordination to avoid duplication. He was not
aware of any other canpaign on a national scale regarding
t he issue.

9:54:18 AM

Co-Chair Stoltze appreciated that on page 1, line 13-14
where it states a direct ownership of the canpaign

Representative Neuman indicated his confusion on how the
funding nechanism worked. Representative Pruitt revealed
that the bill was nodeled after the tourism canpaign. The
Departnent of Conmerce does not have a nonetary fund, but
the trade association would approach the departnent with a
nonet ary anmount and then noney would be appropriated by the
| egislature up to 50 percent. Representative Neuman
summari zed that the state would enter into a contact with a
qualified trade association, the association wuld get
funding for |obbying for ANVR, and then ask the |egislature
for matching funds. Representative Pruitt enphasized that
the plan was for a marketing canpaign not |obbying. He
continued that the association would find the noney; it
woul d not be on the state.

Representative Neuman voiced his concern over the state's
monetary obligation and would like to see a |limt put on
for budgetary reasons. He would |ike further information on
the state's obligation.

Co-Chair Stoltze reiterated that the nonetary nunber woul d
be subj ect to appropriation. Representati ve Neuman
questioned if the state does not match the amount by 50
percent, what then woul d happen.

9:59:46 AM

Representative Pruitt responded that choices woul d be nade.
The canpaign could still go forth even if the state does
not match the 50 percent.

Representati ve Doogan wanted an idea of how nuch noney has
been put into the ANWR Arctic Power. Representative Pruitt
did not know the exact anount. Arctic Power noney is used
for individuals to talk directly to people on Capitol Hill.
The purpose of the canpaign was not to reach people in
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Washi ngton, but to comunicate information to the people
who el ect the representatives to Washi ngton.

Representati ve Doogan wanted the Arctic Power information

He expressed his frustration with all the indeterm nate
fiscal notes. He asked for a projection, not just a blank
check. He did not believe it responsible to keep rubber
stanpi ng i ndeterm nate fiscal notes.

Co-Chair Stoltze interjected his concerns about the
political perinmeters and the nonetary |imts of the bill
He indicated that he would Ilike to see a comittee
substitute to answer the questions rather than deal wth
t he questions on the floor.

Representati ve Doogan revealed he was not trying to block
the bill, but would prefer nore paranmeters. The fiscal
notes are not telling the commttee anything.

10: 06: 27 AM

Vi ce-chair Fairclough revealed a letter of support fromthe
| ocal Teansters 959 indicating that there could many trade
organi zations that mght want to nove the nmessage forward
concerning ANVNR. A [imt or an anount was needed so there
would be a real number to evaluate. She wondered if the
canpaign would qualify for a film tax credit. She voiced
her concern of an outside organization crafting the ANWR
nessage. She again nentioned the Arctic Power organization
was a very small office, but the state was receiving a | ot
for the noney invested. She stated though that it was hard
for one person to reach all the powers in Washington wth
the nessage. Arctic Power has been trying to get factua

information out to the public, but sonme in the organization
may not know enough. There needs to be a consistency in the
nmessage. She suggested that nmaybe Arctic Power was
targeting those who already support ANWR devel oprent,
instead of targeting those who are opposed. She indicated
her support for an advertising canpaign, but suggested it
be a consolidated effort with the Arctic Power board. She
reported that 41 U S. senators voted for devel opnent of
ANVR and it was a prine time to advertise for arctic
devel opnent .

10: 13: 09 AM
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Representative Edgnon indicated he would be supporting the
bill, but was skeptical on what it wll produce. He
believed it would take a broad scale nessage. Alaska is
viewed nationally as the last frontier so he is dubious on
what will be achieved. He also indicated sone technical
gquesti ons.

Co-Chair Stoltze asserted that Alaska is not in a good
position just having the oil industry is the spokesnen. The
state needs to speak as a state policy issue. HE would
prefer Al askans to speak with their own voi ce.

HB 358 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ QURNVENT

The neeting was adjourned at 10:16 AM
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