HOUSE FI NANCE COW TTEE
March 2, 2015
1:32 p.m

1: 32: 49 PM

CALL TO ORDER

Co- Chair Neuman called the House Finance Commttee neeting
to order at 1:32 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representati ve Cat hy Minoz
Representative Lance Pruitt
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Pete Ecklund, Staff, Representative Mark Neuman; Joan
Brown, Staff, Representative Mark Neuman.

SUVVARY

HB 72 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB was HEARD and HELD in commttee for further
consi derati on.

HB 73 APPROP: MENTAL HEALTH BUDGET

HB 73 was HEARD and HELD in commttee for further
consi derati on.
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#hb72
#hb73
HOUSE BILL NO. 72

"An Act making appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitali zing funds, maki ng
reappropriations, and nmaking appropriations under art.
| X, sec. 17(c), Constitution of the State of Al aska,
from the constitutional budget reserve fund; and
providing for an effective date."

HOUSE BILL NO. 73

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

1: 33: 04 PM

Co-Chair Neuman discussed the agenda for the day. He
relayed that the comittee would hear public testinony
Tuesday through Thursday of the current week. He
communi cated that the operating budget anendnent deadline
was on Thursday, March 2, 2015.

Co- Chair Thonpson MOWED to ADOPT the proposed conmttee
substitute for HB 72, Wrk Draft 29-GH1L780\P (\Wall ace,
2/ 27/ 15).

Co- Chair Thonmpson MOWED to ADOPT the proposed conmttee
substitute for HB 73, Wrk Draft 29-GHL782\H (Wall ace,
2/ 27/ 15).

Representative Gara OBJECTED for di scussion.
Co- Chair Neunman noted that the adoption of the Conmttee
Substitutes would provide the commttee wth working

docunents for discussion.

1: 36: 04 PM

Representative Gara W THDREW his OBJECTION. There being NO
further OBJECTION, Work Drafts 29-GH1780\P and 29-GH1782\ H
wer e ADOPTED
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PETE ECKLUND, STAFF, REPRESENTATIVE MARK NEUMAN, read a
statenent:

As you' ve heard during various presentations before
the Commttee, the state’'s fiscal situation is
troubling. When the legislature left at the end of
| ast session, there was an expectation that there
would be a deficit of approximately 1.3 Billion
dol lars for FY15.

Wen the legislature convened in January, those
proj ections had changed. Now we anticipate the FY15
deficit to be nearly 3.5 Billion dollars. To conpound
the situation, revenues are not forecast to cover our
expenditures for several years.

\V/ g Chai r, with this in m nd, you directed
Subconmittees to |l ook for additional savings from the
Unrestricted General Fund agency operations, non-
formul a budget .

Wiy did you direct additional reductions in agency
operations, non-fornmula? For two reasons:

Nunmber one, sinply put, when the public thinks about
state governnent, agency operations, non-formula is
the day to day governnment they are nost Ilikely
t hi nki ng about .

But M. Chair, agency operations, non-forrmula is only
half of the story. The total UGF in agency operations
is nearly split 50/50 between formula prograns and
non-fornul a fundi ng.

This brings us to reason nunber two: Generally it
takes a statutory change to adjust spending in formula
pr ogr ans.

As you know M. Chair, but the public my not, for
statutory change to take place, |egislation nust pass
and be signed by the Governor, which is beyond the
finance subconmmttee’'s control. That being said, we
have made sone reductions to fornula progranms where we
coul d.

So M. Chair, to sum up, subcommttees concentrated on
agency operations non-formula UG- for reductions
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because that is the area of the budget they could
af fect change through the budget process.

Beyond agency operations non-formula, this conmttee
has talked about the areas of our budget that are
growng the fastest, commonly referred to as our 3
‘“budget drivers’: that being Medicaid and education
formul a progranms, and retirenent funding.

If we are really going to get a handle on state
spending and extend the life of our savings account,
we’'ve got to address nore than just the dollars we
invest in each departnent’s progranms, we' ve got to
address our budget drivers.

Last year the legislature appropriated 3 Billion
dollars to our retirement systens and |owered our
annual paynment to the unfunded Iliability from
approximately 1 Billion dollars down to 256 MIIion.

That action addressed one of our 3 budget drivers.

To get a handle on our other two budget drivers, we
will have to find efficiencies and nost |ikely nmake
statutory changes to our current fornula prograns.

To that end, the HSS subconmittee that you all are
menbers of, wll continue to neet this session to
explore Medicaid reform other fornula progranms, and
to just get a better wunderstanding of departnental
i ssues.

W also nust continue working on a plan to slow
correctional system growmh and recidivism to blunt
the need to build a new prison in the near future.

Wth all of that in mnd, your instructions for the
operating budget subconmittees were to reduce UG- in
particular, as any reduction in the expenditure of
Unrestricted General Funds extends the length of tine
our savi ngs account, the Constitutional Budget
Reserve, will |ast.

M. Chair, you also directed the Subcommittees to
continue to review the agency budgets via a five-step
process that was nodified to a four-step process for
t hi s uni que budget year.
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1: 40: 36 PM

M.

Eckl und continued to read from a statenent:

1. Review the agency Mssion, Core Services, and
Performance Measures so through results-based
budgeting, the public could see how effective and
efficient agency prograns are and agencies could
denonstrate the value the public is receiving for
our investnments in them

2. Revi ew budget changes since FY06, enabling us to
track GF and Total Funds changes over tinme to see
wher e budget growt h has been

3. W omtted Step 3 this year which was to “Review
agency 10-year plans, to evaluate future changes
that departnent’s see comng” since the agency
10-year plans were not available this year

4. Review audit findings nade by the Division of
Legislative Audit —-providing an accountability
check

5. And get a status update on budget changes
approved for the current fiscal year, FY15.

Then, after looking at an agency’'s mssion and
results, looking back at agency growth, |ooking
forward, and |ooking at current year progress, each
Subcommittee had a context in which to review the
budget changes proposed for FY16.

I’d like to thank Pat Pitney and the staff of the
O fice of WManagenent and Budget, and the |eadership
teanms of the Executive Branch agencies for their help
and cooperation in the budget review process.

|’d also like to thank David Teal and the staff at the
Legi sl ative Finance Division as they provide all of us
with excellent service so we can understand the
dollars and prograns associated wth putting the
budget together. The Legislature is fortunate to have
such an outstanding and patient group of people
assisting in devel opnment of the state’ s budget.

Last, but certainly not least, a big thank you nust go
to all of the subconmttee staff, nenbers, and chairs
for their hard work and diligence in order to put this
budget toget her.
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From the start of the legislative session, there were
just 39 days prior to the February 27 Subconmttee
cl ose-out deadline. While this is a very short review
timeframe under nor mal ci rcunst ances, this vyear
provi ded sonme uni que chal | enges.

The placeholder “work in progress” budget largely
devel oped by former Governor Parnell was released on
Decenber 15 sinply to neet the statutory budget
subm ssi on deadline. Subcommttees were provided wth

t he:
e Suppl enent al budget requests subm tted on
February 2,
« CGovernor Walker's FY16 “endorsed” budget on
February 5,

e Early the next week, the week of February 9th,
subcomm ttees received the subconm ttee books and
detailed transactions from legislative finance
needed to evaluate Governor Wilker’'s endorsed
budget and

« Covernor’s budget anendments on February 17.

That has neant this year has been an extrenely
conpressed tinmeframe for the Subcommttees to conplete
their work by last Friday, February 27.

As you have st at ed many tinmes, M. Chair,
subcomm ttees were to find as many reductions as
possible within the short tinme available to evaluate
the details of the Governor’s endorsed budget, with an
eye to protecting the core mssions of each
depart ment.

Wth our fiscal situation |loomng, nmuch nore work |ies
ahead.

We have already begun talking to the Admnistration to
detail a process by which the Finance Conmttee can
work with the Departnments over this interimto wsely
rethink the size, shape and functions of governnent.

| deal | y when we get back here next year discussing the
budget, we w Il have worked out many details over the
interim of what state governnment is going |ook Iike
going forward. Alaskans are going to have to cone to
grips with their state governnent doing less while
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nore responsibility nust be taken upon thensel ves and
their | ocal governnents.

M. Co-Chair, all of the Subcommittee reports are
found on the Legislative Finance website. Reports on
these two commttee substitute bills wll also be

posted on the Legislative Finance website imrediately
after this hearing.

1: 45: 03 PM

M. Ecklund read the nunbers in the budget:

The operating budget work draft Conmmttee Substitute
totals $9.492 Billion (all funds), a reduction of just
over $3 Billion fromthe current year budget.

M. Chairman, the operating budget has been reduced by
$239.5 MIlion Unrestricted General Funds below the
current year, FY15 Managenent Pl an, for agency
operations, non-formula. That equates to a 10.5%
reduction from the FY15 Managenent Plan. For a frane
of reference, last year at this point in tinme, this
commttee had reduced agency operations non-formula by
$52.7 mllion from FY14 nanagenent pl an.

Back to FY16, the budget work draft you have in front
of you is $220.2 MIlion UG bel ow FY16 Adjusted Base
agency operations non-fornul a.

The operating budget also <contains reductions in
agency operations formula prograns in the anount of
$199.9 MIlion UG- That is an 8.8% reduction fromthe
FY15 Managenent Pl an budget.

The Statew de operating budget itens (those are debt
servi ce, assi st ance to retirement, speci a
appropriations, and fund capitalization) increased in
the FY16 budget in large part due to the State
Assi stance to Retirenent appropriation. Last year that
appropriation was part of t he $3 Billion
Consti tuti onal Budget Reserve transfer to t he
retirement funds, i.e., not from the general fund.
This year the Unrestricted GCeneral Fund retirenent
assistance appropriation is $262.5 MIllion, an
i ncrease of $257. 3.
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well M. Chairman, you nmight ask, ‘how does this
proposed operating budget affect our savings’?

The Statutory Budget Reserve Fund will be depleted by
the end of this Fiscal Year 15. W wi Il need to access
the Constitutional Budget Reserve Fund to close out
FYl5 to the tune of $700 MIllion or so. The
Consti tuti onal Budget Reserve Fund bal ance IS
estimated to be around $9.3 Billion dollars at the
start of Fiscal Year 2016.

As the operating budget sits in front of you, and IF
there were no additional capital budget spending above
the Governor’s request of $158.7 MIlion UG, we would
have a projected deficit of approximately $3.3 Billion
dol lars for FY16

But we know that this budget is truly a work in
progress and only one piece of our budget puzzle.
There are likely to be sone changes before this work

draft |eaves conmttee and certainly will be changes
in the other body which wll be settled in conference
conmittee.

How nmuch of our savings we will wuse in FY16 wll be

deternm ned as this session progresses.

Now, Ms. Brown w Il describe the changes we nade to
t he | anguage sections of the bill.

1: 48: 07 PM

JOAN BROWN, STAFF, REPRESENTATIVE MARK NEUMAN, read from a
statenent:

M. Co-Chair, before | begin wth the |anguage
sections, | need to nention a few changes that were
made to Section 1 of House Bill 72, the nunbers
section.

Two Subcommttees reduced personal services funding
equal to the amount of salary adjustnent transactions.
That action was not under the purview of the
Subconm ttees. The funding has been restored so that
all departnments are treated equitably vis-a-vis the
sal ary adjustnents.
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In addition, the Budget Action worksheet for the

Depart ment of Commer ce, Comuni ty, and Econom c
Devel opnent i nadvertently did not i ncl ude a
transaction to establish a separate appropriation for
Tourism Mar ket i ng & Devel opnent, t hough t he
Subconm ttee’s narrative report did highlight that
change. The bill before you includes the separate
appropriation. A few line item corrections were also
i ncl uded.

Now, starting on page 54, 1'Il identify the |anguage
sections where changes were made and describe those
changes.

Section 6, PERSONAL SERVI CES TRANSFERS. W reinstated
this section that requires executive branch agencies
to report on funding transfers to and from the
personal services line to the legislature in January
and Cctober.

Page 55, Section 8, ALASKA  HOUSI NG  FI NANCE
CORPORATI ON, M. Co-Chair, in subsection (c) we
changed the Jlocation of where any excess Al aska
Housi ng Finance Corporation Dividend funds would be
deposited from the Governor-proposed Budget Reserve
Fund to the Alaska Capital I ncone  Fund. Thi s
recognizes the legislature’s traditional use of
corporate dividends for capital projects. However, no
“excess” dividend funds are anti ci pat ed.

Pages 55-56, Section 9, ALASKA  PERMANENT  FUND
CORPORATI ON. M. Co-Chair, in subsection (b) we
reduced the estimated anount to be transferred for
inflation proofing from the Governor’s anendnent of
$894 MIlion dollars down $5 MIlion dollars to $889
MI1lion.

The Governor’s anmendnent was based on t he
corporation’s Novenber 30th projection. Qur change is
based on the corporation’s npbst recent projection as
of Decenber 31st.

Page 56, Section 10, ALASKA | NDUSTRI AL DEVELOPMENT AND
EXPORT AUTHORITY. M. Co-Chair, just as we did in the
Al aska Housi ng Finance Corporation section, we revised
subsection (b) so if there should be any excess Al DEA
D vidend funds, they will be deposited into the Al aska
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Capital Income Fund, instead of the budget reserve
f und. Agai n, no “excess” di vi dend f unds are
anti ci pat ed.

Pages 60 — 61, Section 16, DEPARTMENT  OF  NATURAL
RESOQURCES. M. Co-Chair, in subsection (e), we added
wording to clarify that our expectation is that the
amount necessary wll be zero, but if the general
funds are necessary to fund the three professional
firefighting crews, the general funds nmay not exceed
$1, 125, 000.

Pages 61 - 63 Section 19, OFFICE OF THE GOVERNOR M.
Co- Chai r, we rei nst at ed t he fuel trigger
appropri ation, but changed the estimated funding
anount to zero and also changed the percentage
al I ocati ons based on t he Governor’s recent
suppl emrental anendnent to the FY15 fuel trigger
appropriation. Reinstating this language is just a
back-stop in case the price of oil exceeds $70 per
barrel in FY16. The Departnment of Revenue’'s current
FY16 projection is $66.03 per barrel.

W did not include the Governor’s requests for $10
MIlion and the ability to transfer funds between
appropriations wthin a departnent and between
departnments in order to “fix” any unexpected funding
probl ens caused by this year’s budget reductions.

1:52: 27 PM

Ms. Brown continued to read froma statenent:

Pages 67 - 69 Section 21, DEBT AND OTHER OBLI GATI ONS
M. Co-Chair, on page 67, in subsection (h) paragraph
(13), we reduced the estinmated anount from $20 MIIlion
to $10 MIllion for the general obligation bonds,
series 2015A. This reduction is based upon slower than
anti ci pated spendi ng.

On page 68, we reworded subsection (k) related to
school debt r ei mbur senent by changi ng t he
appropriation from an anmpunt certain to an estimted
amount, and we reduced the general fund estinmate by $5
MIlion. The general funds appropriated for school
debt rei mbursenent were reduced by $5 MIlion in FY13,
by $15.4 Mllion in FY 14, and by $5.5 MIllion in the
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FY15 Suppl enental. School debt reinbursenment is fully
funded with this revision.

On page 69, we nmde a slight wording change in
subsection (l) by adding the word “and” in front of
the last phrase so it reads “and for early redenption
of those bonds”.

Page 69, Section 22, FEDERAL AND OITHER PROGRAM
RECEI PTS. The only change we nade was to delete the
reference to the receipts of the Alaska Aerospace
Corporation. This was redundant as Aerospace has its
own | anguage in section 7 of this Act.

Pages 70 - 71, Section 23, FUND CAPI TALI ZATI ON. M.
Co-Chair, in subsection (c) on page 70, we reduced the
$5 MIllion general fund appropriation into the
Disaster Relief Fund down to $2 Mllion. As of
February 17th, the unobligated bal ance of the Fund was
$9.4 MIlion

On page 71, in subsection (n), we increased the
program receipt estimate for the crime wvictim
conpensation fund from $34,000 to $125,000 to reflect
anti ci pated revenue.

Pages 72 - 74 Section 24, FUND TRANSFERS. M. Co-
Chair, we did not include the Governor’'s anendnent

that sought to have a $5 MIllion general fund
contingency deposit into the oil and hazardous
subst ance release prevention account in the oil and

hazardous substance release prevention and response
fund, if an expected FY15 settlement is not received
tinmely. We realize that this action |eaves a shortfal
in the Departnent of Environnental Conservation’s
budget, but expect the funding issue to be resolved
before the | egislative session concl udes.

Page 74, Section 25, RETIREMENT SYSTEM FUNDI NG M.
Co-Chair, in subsection (a) regarding the Public
Enpl oyee Retirenment System we corrected the |anguage
so that the deposit is “in the defined benefit plan
account” w thin PERS.

Pages 74 - 75 Section 26, SALARY AND BENEFI T

ADJUSTMENTS. M. Co-Chair, in subsection (a) we
deleted the word “ongoing” from the phrase “of the
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foll owi ng ongoing collective bargai ning agreenents” as
it 1's unnecessary.

In subsection (c), we changed “appropriations nade by
this Act” to “appropriations nmade in this Act”. As a
note, there are still four bargaining units that have
not submtted agreenents for FY16.

1: 56: 46 PM

Ms. Brown continued to read froma prepared statenent:

Page 76 M. Co-Chair, we deleted what had been Section
28, STATUTORY BUDGET RESERVE FUND. As M. Ecklund
nmentioned earlier, the Fund will be depleted at the
end of the current fiscal year.

M. Co-Chair, we also deleted what had been Section
29, CONSTI TUTI ONAL BUDGET RESERVE FUND, as a nore
conprehensive version of this section will be included
in another appropriation bill later during this
| egi sl ati ve session.

Sections 29 - 33. M. Co-Chair, only section nunbers
have been updat ed.

M. Co-Chair, those were all of the changes nmde to
t he | anguage sections in House Bill 72.

Ms. Brown described the changes made in the Mental Health
bill, HB 73:

On Page 11, Section 4, CAPI TAL PRQIECTS.

A total of four nmental health capital projects have
been submitted for |egislative authorization, two were
in the original bill and two were subnitted as
amendnent s.

Each year the House Finance Committee renoves one
capital project from the Mental Health budget. This
year we’'ve added the two Departnent of Revenue
projects submtted as anmendnents to the bill and
deleted the Departnent of Transportation and Public
Facilities project for M Coordinated Transportation
and Vehicles for $1.3 Mllion, (%$1,000.0 GFWVH and
$300. 0 MHTAAR) .
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The other body, in its version of the Mental Health

bill, will add back that project and delete the three
capital projects in the House's budget bill, thus
making all of the nmental health <capital projects

subject to Conference Comm ttee.
M. Co-Chair, the |anguage sections begin on page 14.

Pages 14 - 15 M. Co-Chair, the only changes we nmade
were mnor wording corrections in Sections 7, 8(a),
and 9(c) and (d), changing the phrase “appropriations
made by this Act” to “appropriations nmade in this
Act”, just as we did in House Bill 72.

M. Co-Chair, those are all of the |anguage changes in
House Bill 73.

1: 59: 10 PM

Representative Gara asked for verification that there was
no Constitutional Budget Reserve (CBR) |anguage in either
bill. Ms. Brown replied in the affirmative.

Representative Gara believed the original nental health
bill [HB 73] included a contribution for Medi cai d
expansi on. He asked whet her the provision had been renoved.

Ms. Brown answered that some Medicaid expenditures had been
in the nental health bill, but they had been deleted. She
clarified that anything referring to Medicaid expansi on had
been del eted fromboth bills.

Representative Gara referred to a spreadsheet titled
"Agency Summary Nunbers and Language (UG- Only)" (copy on
file). He observed that page one included two changes from
the finance subconmittee recomendations to the Conmittee
Substitute: one in the Departnent of Admnistration (DQOA)
and one in the Departnment of Education and Early
Devel opnent (DEED). He asked for detail.

Ms. Brown responded that the changes pertained to the
sal ary adj ust nment transactions she had nment i oned
previ ously.

Representative Gara pointed to page D of the spreadsheet
He noted that the DOA nunber increased. He surmsed that
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the increase occurred because it factored in all funds. M.
Brown answered that the item included federal, and other
f unds.

Co- Chair Neuman asked subcommittee chairs to present their
i ndi vi dual budget highlights.

2:01: 56 PM

Representati ve Gattis addr essed per sonal services
reductions taken by her two subcommttees (DOA and DEED).
She recognized that the subject was not germane to the
subconm ttee process and that there were nore appropriate
pl aces to have the conversation. She believed the issue
needed to be addressed on a statewide |level rather than in
i ndi vidual departnents; it would be Dbetter evaluated
through legislation or standing commttees. She | ooked
forward to joining the conversation as it began.

Representative Gattis spoke to the DEED budget subcommttee
recomrendati ons. She shared that the subcommittee had held
five neetings to discuss the departnent's budget; it
recomrended an overall reduction of $12,704,000. The
reduction was 18.6 percent from the FY 15 managenent plan
and 16.1 percent from the governor's proposed budget. She
acknowl edged that the reductions had been challenging to
make and had been given nuch thought. The budget would
elimnate the statewide literacy program ($150,000 GF), K-3
literacy project funding ($320,000 GF), broadband program
funding that had been added the prior year ($5 nmillion),
Best Begi nnings ($937,000 GF), Parents as Teachers
($307,000 GF), and Pre-K pilot program grants ($2 mllion
Gr) .

2:04:31 PM

Representati ve Gattis reported on t he DOA  budget
subconmi ttee recommendat i ons. The budget total ed
approximately $80 mllion in wunrestricted general funds
(UGF); $50 million of the total was allocated to the Public
Def enders Agency and the Ofice of Public Advocacy. She
noted that the funding for the two agencies could not be
cut  without statutory changes. She hoped that t he
| egi sl ature noved sone of the statute changes forward; the
of fices were backl ogged and would be in worse shape w thout
t he changes. She di scussed that the subcommttee had denied
the proposal to close the Alaska Public O fices Comm ssion
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(APOC) Juneau office and had asked the departnent to | ook
at conprehensive changes. Just over $1 million UG- had been
renoved; $600,000 G- had been backfilled wth program
receipts to be collected in the form of increased |obbyi st
and independent expenditure fees. The net effect was a
reduction to APOC s overall size. She relayed that the
| onger-term goal was to make APOC self-sufficient and to
reduce its overall footprint. The UG- budget for Public
Comruni cations had been reduced by 50 percent; it did not
represent a 50 percent reduction of the agency's entire
budget given other revenue sources such as federal and
advertising. She did not believe the office provided a core
government service. She reasoned that wth advances in
t echnol ogy, many conmunities had ot her br oadcasti ng
sources. The recommendations included intent |anguage to
ensure that service would not be cut to communities with no
ot her broadcasting source (12 of the 24 communities had
ot her options). The subconmttee had reduced agency core
services by 10 percent; services that were nore
adm nistrative in function had been reduced by 20 percent.
The budget included two snmall fund source changes where the
departnent had over collected in the prior year

Co-Chair Neuman noted that questions would be addressed
after commttee reports.

2:07: 06 PM

Representative Edgnmon reported on the Departnent of
Corrections (DOC) budget subcommttee recomendations. He
detailed that the departnent's budget was conprised of 86
per cent UGF; t ot al proposed funds for FY 16 were
$328, 400, 000. He explained that the subconmittee proposed
to make a 5.5 percent reduction of $16,476,400; the
reducti on would decrease the governor's FY 15 managenent
plan total of $297,654,000 down to $281, 178,000. Accepted
itenms from the governor's anended budget included a 2
percent cut in personnel services to the 12 in-state
correctional facilities. He detailed that the governor had

originally proposed to cut the entire $10.2 mllion from
the 15 conmunity contract jails, but had reinstated $7
mllion; t he subcomm ttee accept ed t he pr oposed

restoration. He shared that the process of transferring
eligible prisoners from the Palnmer Correctional Center to
hal fway houses or electronic nonitoring was beginning and
woul d be a byproduct of the budget reduction process. The
subcomm ttee had denied the Medicaid expansion elenent,
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which totaled $4.1 million; the nobney was added in UG to
the overall departnment budget. The funding source for
pri soner healthcare had been switched from UG- to crimna
Per manent Fund Dividend (PFD) funds totaling $2.8 mllion;
the switch was a byproduct of a larger dividend and an
i ncreased nunber of eligible prisoners.

2: 09: 53 PM

Representative Edgnon addressed the Department of Public
Saf ety budget recommendati ons. He relayed that the crimnal
justice agency was largely funded by UG- (83 percent).
Total funds for FY 16 were $196,961, 600. The subcommittee
proposed a total of $165, 148,800 conpared to the governor's
FY 15 managenment plan of $171,410,000 (a UG- reduction of
3.7 percent or $6,261,800). The subconmittee accepted the
elimnation of 32 permanent full-time PCNs [Position
Control Nunbers], 9 tenporary PCNs, and the transfer of 20
of the permanent full-tine troopers to vacant PCNs. He
expl ai ned that a nunber of troopers in Fairbanks, Wasill a,
and Soldotna would be transferred from the Bureau of
H ghway Patrol to regular trooper duties given that federal
funds for highway patrol had run their course. The Village
Public Safety O ficer (VPSO program would be capped at the
services it provided; the reduction totaled about $1.6

mllion from the prior year. Additionally, six oversight
trooper positions would be filled by regular troopers who
would be stationed in Fairbanks, Bethel, and other

| ocations; the troopers would have the duty of working with
the VPSO conponent in addition to regular trooper duties

The subconmittee had appropriated $1.5 nillion of what had
been the Choose Respect funds directly to the Council on
Donestic Violence and Sexual Assault (CDVSA) rather than
through the governor's office. He detailed that the prior
year CDVSA had received $2.3 million of the funds; under
t he proposed budget t he f unds wer e a one-tinme
appropriation. Four non-permanent cold case investigator
positions had been deleted, which were retired state
troopers. He relayed that the specialized services would
continue to be provided in a different manner throughout
the departnent. He relayed that the Stinmson patrol vesse

woul d be transferred from Unal aska to Kodi ak. He noted that
the decision had been difficult (Unalaska was in his
district), but he felt it was currently the appropriate
action in order to reduce the budget. The subcommttee had
denied $2.37 mllion for pilots and four nmechanics for
mai nt enance of aircraft contract work.
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2:13:41 PM

Co- Chair Neunman remarked that Representative Edgnmon woul d
continue to work on the DOC budget with the recidivismtask
force.

Representative Minoz thanked the personnel with the
departnments she had worked with. She thanked Conmm ssioner
Hartig and Di rector Thomas Cheri an [ Di vi sion of
Adm ni strative Servi ces, Depar t ment of Envi r onnment al
Conservation]. The total Depart ment of Envi r onment al
Conservation (DEC) funds for FY 16 were $85, 864, 700;
including total UGF of $20,454,600. The UGF reduction from
the FY 15 nanagenent plan to the subcommttee was
$1, 787,400 (8 percent). H ghlights of the budget included a
reduction of 25 permanent PCNs. She relayed that an
i ncrenent had been approved for the Air Quality permtting
programto neet growing oil and gas industry needs; the PCN
woul d be paid for with program fees. She comrunicated that
$250, 000 had been decrenented from the Laboratory Services
Fi sh Tissue Mnitoring Program The subconmttee had denied
a fund source change of $250,000 from the OCcean Ranger
programto pay for the activity because the fish nonitoring
did not neet the legislative intent with the original ocean
ranger legislation. The subconmittee had included intent
| anguage to encourage the Spill Prevention and Response
( SPAR) division to increase cost recovery efforts.
Additionally, the division had been encouraged to work to
consolidate its drill activities as nuch as possible within
any given region. Lastly, she was working on draft
| egislation to address a SPAR division funding shortfall.

Representati ve Munoz addr essed t he subconm ttee
recommendations for the Alaska Court System [Judiciary].
She thanked Doug Woliver, Deputy Adm nistrative D rector

Al aska Court System and ot her department staff. Total funds
for FY 16 were $114,356,300; including total UG of
$110, 405, 700. The UG- reduction from the FY 15 nanagenent
plan to the subconmttee was $1,000,400 (1.3 percent).
Budget highlights included the denial of all UGF increnents
and reductions in personnel services through unpaid days
of f; the anpbunts were roughly six days in unpaid | eave. The
subconm ttee reduced supplies, travel, and contractua

costs; advertising funds; and elimnated the Court Witch
Program
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2:17:37 PM

Co-Chair Neuman addressed the Departnent of Fish and Gane
(DFG, Ofice of the Governor, and the Al aska Legislature.
He read from a statenent beginning with the Ofice of the
Gover nor:

The subcommittee accepted the O fice of the Governor's
budget as requested. The budget totals $24.3 mllion

of which $25.3 nillion is UGF. The governor's budget
i ncludes reductions affecting nearly every allocation
and elimnates seven vacant full-tinme positions. After
the renoval of the one-tine itenms such as the election
year funding, redistricting, and the Donestic Viol ence
and Sexual Assault Initiative, that brings us to the
FY 16 adjusted budget. From the FY 16 adjusted budget
the OFfice of the Governor reduced UG by $2.2 mllion
or 8.3 percent. For an appl es-to-apples conparison if
the governor had not transferred the $1.5 mllion to
the Departnent of Public Safety for donestic violence
prevention, the governor's office reduction from
adj ust ed base woul d have been $625, 100 or 2.4 percent.

The subconmi ttee for t he Al aska Legi sl ature
recommended a budget totaling $76.4 mllion, of which
$75.6 mllion was UGF. The subconmittee denied all

i ncrenent requests, renoved one-tinme itens, and nade
addi tional budget reductions of nearly $1.8 million to
the legislature's proposed budget. From the FY 16
adj usted budget the [subconmttee] budget reduces UGF
by $2.7 mllion or 3.5 percent.

The House Finance Subcommittee for DFG recommends an
operating budget for FY 16 of $67,872,200 in UG- and a
t ot al of  $210, 521, 900. This is a reduction of
$11,515,600 from the FY 15 mmnagenent plan to the
House subconmmittee; that is a 14.5 percent decrease in
UGF. The subcommttee for DFG held a total of six
meetings during which we went through the governor's
FY 16 budget for the departnment and recomend
accepting the governor's FY 16 budget wth the
additional actions listed in this report. Qur focus
was on reducti on in per sonnel progr ams and
restructuring wthout negatively inpacting the core
services. The departnment was very cooperative in
wor ki ng through this conpl ex budget where there were a
ot of different nunbers that are used to fund and
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manage our fish and gane resources; it's a fairly
conplex task deciding which projects can be reduced
and where the long-range inpacts are. W had many
di scussions on the research projects that are going
around the state whether its fish and ganme; there are
a lot of areas where there were stressed fisheries and
fish and gane issues. W worked very closely with the
departnment to nmake sure that we funded the projects
that were necessary to nmake sure we had fish and gane
for our state. There were quite a few projects that
were not funded. Al nost every one of the projects that
is funded, if not all the way funded, canme from
special use funds: the Pittman Robertson fund, which
is a 10 percent excise tax on sporting goods that
people pay into (those funds go back into research);
also the Dingle Johnson funds, which go back into
access for fisheries. There was $3 mnmillion in other
funds that was originally recommended by the
adm nistration to reduce the Division of Conmercial
Fi sheries agency operations. W took that $3 mllion
and put that into projects to enhance fisheries around
the state that are used by the comercial fishing
i ndustry and all users.

2:22: 00 PM

Co- Chair Thonpson spoke to Departnment of Mlitary and
Vet erans Affairs budget subcommttee.

The subcommittee had held 5 neetings wth the
depart nment and anal yzed t he governor's budget
transactions. The total funds for FY 16 DWA are
$61, 910,000; the UG- total is $17,588,100. The UG-
difference from the FY 15 nmnagenent plan to
subcommittee was the reduction of $7,228,800 or 29.1
percent. A large portion of the reduction in the DWA
budget was the elimnation of general funds to Al aska
Aerospace Corporation. Alaska Aerospace did receive
authority to spend Alaska Aerospace receipts to
replace the general fund reductions as they nove
towards nore privatization operations. A total of 15
positions were elimnated from DWA in consolidation
efforts in the Ofice of the Commi ssioner and both
Army and Air G@uard facilities maintenance. The
subconm ttee elimnated a physician's service contract
who is replaced with an existing health practitioner
who will be on prem ses.
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The Departnment of Revenue (DOR) budget subconmmttee
hel d six neetings wth the departnment and anal yzed the
governor's budget transactions. The total funds for FY
14 for DOR was $402,132,200. The UGF total in the FY
16 DOR budget is $30,225,600. The UG- difference from
FY 15 managenent plan to subcommittee was a reduction
of $3,605,800 or 10.7 percent. A total of 13 positions
wer e el i m nated from DOR To facilitate t he
consolidation of information services and technol ogy
within DOR, 2 of the 13 positions elimnated were from
information service personnel and funding for 2
information service positions was changed from UG- to
cpP receipts. To capitalize on i nvest ment
opportunities the Al aska Permanent Fund Corporation
expanded by 4 positions.

The Departnent of Transportation and Public Facilities
(DOT) budget subcommittee held 12 neetings with the
depart nment and anal yzed t he governor's budget
transactions. The actions forwarded from DOl are as
fol |l ows: $612,488,800 in total f unds. This is
conprised of $247,905,900 of UG~ a reduction of
$30,698,700 from the FY 15 nmanagenment plan or 11
percent. There were mnmany technical changes in this
year's budget. The departnment has gone through a major
change by creating a new South Coast region that
enconpasses the old Southern region and parts of the
Central region to better reflect the geographical
simlarities of parts of the state. A change for the
State of Alaska to assunme conplete responsibility in
t he Nat i onal Envi r onnment al Pol i cy Act ( NEPA)
aut hori zations. This action will allow projects to go
from design to conpletion at a nore rapid rate. The
conmittee made reductions in two areas that contain 92
per cent of gener al funds appropriated to the
departnment. These divisions have had an increase of
general fund dollars of 66 percent and 59 percent
respectively over the last 10 years. A 9.9 percent
reduction in general funds for the Alaska Marine
H ghway System (AVHS) and a 9.6 percent reduction in
general funds from the maintenance and operations of
hi ghways, aviation, and facilities; both of the
reductions reflect the need to bring the State of
Al aska's budget nmore in line wth its fiscal
situation. A $30.6 mllion reduction from FY 15
managenent is a conbination of governor cuts and the
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finance subconmittee cuts. The governor reduced the

department’'s general fund by $10.8 million below the
FY 15 nmanagenent plan; this nunber includes m nor
reductions to alnost every line item in the budget.

The one fact to renmenber, is two appropriations really
take up 92 percent of the general fund of DOT's
budget: mai ntenance and operations of our highway and
state airports and other facilities ($168 nmllion G-
or 46 percent); and AVHS at $169 nillion or 46.4
percent of the budget. Al other allocations are a m X
of CIP receipts, interagency receipts, and federal
noney. There are mnor aspects of general fund
i nvol ved. The next two highest general fund itens are
adm nistration and support for $23 mllion and design

engi neering, and construction at $4.6 mllion.

2:27: 37 PM

Vi ce-Chair Saddler spoke to the Departnent of Health and
Soci al Services (DHSS) budget subcomm ttee recommendati ons.
The subconmi ttee recommended a t ot al budget of
$2, 626, 288, 100; including $1,173,564,800 in UG-, which was
a reduction from the FY 15 nmnagenent plan of $77,814, 400
or 6.2 percent. Highlights included denying the governor's
budget transactions related to Medicaid expansion, which
had proposed $145 mllion of federal authorization. He
| ooked forward to the admi nistration submtting |egislation
on Medicaid expansion and reform Qher highlights included
maki ng general fund reductions to grants and ot her prograns
in the departnent. The subconmttee had elim nated funding
for the Healthcare Comm ssion (besity Prevention grants and
the Youth Court program The subconmittee had added fundi ng
for the Ofice of Children's Services frontline social
wor kers to address the increasing workl oad.

Vi ce-Chair Saddl er addressed the Departnent of Law budget
subconmi ttee reconmendations. The subcomittee recomended
total funds of $88,393,600; including $54,112,200 in UG-
which was a reduction from the FY 15 managenent plan of
$5, 163,100 or 8.7 percent. Highlights included reducing the
Criminal Division by $1.6 mllion and 9 pernmanent full-tine
positions and reducing the Cvil Division by $1.5 nillion
and 10 permanent full-time positions.

2:29: 44 PM
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Representative Pruitt thanked the departnments for their
wor k. He addressed the budget subconmttee recomendations
for the Departnent of Commerce, Community and Econom c
Devel opnent ( DCCED . Tot al funds for FY 16 were
$157, 560, 500; including $27,711,400 in UG-, which was a
$3,099,500 (10.1 percent) decrease from FY 15. Highlights
from the budget included a $2,883,000 UG- (39 percent)
reduction to the Al aska Seafood Marketing Institute (ASM)
budget. A $5,935,600 or 39.05 percent reduction had been
made to tourism marketing; it had been placed in its own
separate appropriation (from the D vision of Economc
Devel opnent). The subconmmttee had al so reduced the 8 naned
grant recipients in the governor's proposed budget down to
4. The subcommittee elimnated 19 vacant positions that had
been vacant sonmewhere between 6 to 36 nonths. Lastly, there
had been a departnent-w de travel reduction.

Representative Pruitt reported on the Departnment of Natural
Resources (DNR) budget subconmittee recommendations. Tot al
funds for FY 16 were $162,118,400; including $82, 758,600 in
UG-, which was a $3,896,700 (4.5 percent) decrease from FY
15. H ghlights included an increase in funding of
$13,886, 700 UG for North Slope gas commrercialization; the
increnent would continue the state's participation in the
pipeline and gas commercialization. There was a $1.54
mllion UG reduction to the RS2477 Navigability program
(the pad unit). Additionally, there was a $1 nmllion UG
reduction to airborne geophysical survey funding; and a
reduction of $1.3 mllion UG and of $400,000 designated
general funds (DGF) and tinber receipts to the tinber sales
program

2:33: 00 PM

Representative WIson began with the Departnment of Labor
and Workforce Devel opnent. The subcommttee had focused on
the mssion of putting people back to work or into higher
payi ng jobs. She stated that there were nmany good prograns,
but many were geared towards high school and m ddle schoo

students; the subcomrittee felt that prograns targeting
yout hs belonged in DEED. The subcommittee recomrended UGF
of $23,042,200 and total funds of $173,297,100. She
detailed that nost of the non-matching funds had been
elimnated. She spoke to enploynent security and adult
basic education and stated that wth a test changing a
$25, 000 decrenent had been nmade. She el aborated that npst
of the students paid for the tests that were done by a
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private conpany; therefore, costs could not be changed
significantly. Career and technical education had been
reduced because much of the noney had been ainmed at K-12
students instead of focusing on putting adults back to
wor k. Funding had been renoved from the Al aska Technica

Center, Southwest Al aska Vocational and Education Center,

and Northwest Al aska Career and Technical Center; all three
schools received Technical Vocational Education Program
funds and State Training and Enploynent Program funding.

She el aborated that state funds had been provided to the
programs in the past, but she did not find justification to
continue the funding. The Al aska Construction Acadeny had
been reduced by $3.1 nillion; over half the program went to
hi gh schools, but not into progranms that put adults to
work. She looked to see if there was a private/public
partnership financially; none had been brought forward. She
stated that the budget had been reduced by $6,127,700 or 21
per cent .

She addressed the University of Al aska budget subcomm ttee
recommendati ons. She explained that one increnent went to
the wuniversity, but she had split the figure up to
denonstrate the subconmttee's intent. The university
recei ved $334, 768,500 UG-, $327,169,000 DGF. She detailed
that nost states only provided 18 percent in state funds to
their universities; the State of Al aska's contribution was
much hi gher. The subcommttee did not accept the governor's
$1.4 mllion in one-tinme funding for facility nmaintenance
and student advising. She believed student advising should
be included in tuition fees. The subcommttee had divided
the university budget between the Fairbanks, Anchorage, and
Juneau systens; the smaller schools were attached to one of
the three primary canpuses. The subcommttee had renoved
$500, 000 from the $1,094,000 travel budget. Additionally,
20 percent had been renmoved from the Ofice of Information
System Wde Education statew de services. The subconmttee
had renmoved 50 percent of travel funds from main canpuses
(the wuniversity could choose to allocate the reduction in

any way); it had renmoved $2 mllion from a $5.3 nillion
allocation for University of Al aska Anchorage travel. She
el aborated that $2.1 mllion had been renoved from an $8.7

mllion travel budget for University of Alaska Fairbanks;
$438,500 had been renpved from the University of Al aska
Sout heast travel funds ($520,400 remmined). Lastly, the
subconm ttee had renoved 4.3 percent from each of the
campuses (divi ded bet ween per sonal and cont ract ual
services). She stated that the wuniversity could allocate

House Fi nance Conmmittee 23 03/02/15 1:32 P. M



noney much easier than nost of the departnents. She added
that it had over 400 buildings to naintain.

2:38:15 PM

Co- Chair Neuman discussed that there had been a wap up of
t he budget subconm ttee process, but the operating budget
had a long journey ahead. He shared that the conmttee
woul d hear public coments and would take anmendnents from
finance nenbers. Based on public conments a finalized bil
woul d eventually nove to the House floor. He noted that all
nmenbers woul d have a say in how the budget process worked
He relayed that the budget had been difficult to work with
due to the tinme situation with the new governor. He
di scussed the short budget tineline. He detailed that the
| egi sl ature had received Governor Walker's endorsed budget
on February 5, with subcomm ttee work begi nning on February
9, 2015. Subsequently, the legislature had received the
governor's amended budgets on February 27, 2015 in
preparation for subcommttee closeouts. He referred to the
House CS nunbers on the Agency Sunmmary page C  He
referenced the FY 15 nanagenent plan to House Conmttee
Substitute of $387,244,700. He reiterated that budget
di scussi ons woul d be ongoing. He recogni zed that no one was
happy with the budget; sone people wanted nore reductions
and others wanted fewer.

Co- Chair Thonpson discussed the schedule for the follow ng
day. He shared that the commttee would hear public
testinmony during the wupcomng three days. He discussed
protocol related to public testinony.

Co- Chair Neuman t hanked nmenbers for their hard work.

Representative Gara discussed that the governor's proposed
budget appeared to be $250 nmillion less than the FY 15
managenent plan; however, due to a technicality in budget
reporting, it was really $500 million less. He stated that
the $250 mllion extra cut should be shown in the
| egi slature's proposed budget. He elaborated that both
budgets counted the $250 million (the state was putting
towards paying down its retirenment debt) as an increase in
spendi ng. He asserted that the anopunt did not represent an
increase in spending. He elaborated that the state spent $3
billion the prior year for the wunfunded retirenent
liability out of the CBR the $250 million increnent would
cone out of general funds in the current year. He pointed
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out that on paper the anmpunt |ooked like an increase;

however, it was not. He observed that the governor's cuts
were closer to $500 mllion and the Committee Substitute
cuts were closer to $615 mllion. Additionally, he

understood there would be continued discussions on the
budget, but he believed it was a mstake to elimnate the
state's Pre-K program He reported that children who
attended Pre-K graduated in higher nunbers, went to jail in
| ower nunbers, and cost |ess noney in social services. The
i ssue represented just one of his concerns related to the
budget .

#
ADJ QURNVENT

2:44:57 PM

The neeting was adjourned at 2:44 p.m
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