HOUSE FI NANCE COWM TTEE
March 11, 2015
9:02 a.m

9: 02: 55 AM

CALL TO ORDER

Co- Chair Neuman called the House Finance Commttee neeting
to order at 9:02 a.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

Pet e Ecklund, Staff, Representative Mark Neuman.

SUVMVARY

HB 72 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
CSHB 72 (FIN) was REPORTED out of conmittee
with a "do pass" recommendati on.

HB 73 APPROP: MENTAL HEALTH BUDGET
CSHB 73 (FIN) was REPORTED out of committee
wth a "do pass" recommendati on.

#hb72
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#hb73
HOUSE BILL NO. 72

"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain pr ogr ans, capitalizing 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."

Co- Chair Neuman expl ai ned the agenda for the neeting.

Co-Chair Thonpson MOVED to REPORT CSHB 72(FIN), out of
committee with individual recomendati ons.

Co- Chair Neuman OBJECTED for di scussi on.

9:04: 25 AM

PETE ECKLUND, STAFF, REPRESENTATIVE MARK NEUMAN, i ntroduced
hi msel f and indicated he would be review ng the new nunbers
resulting from the anendnents from the previous day. He
advi sed that he would be reporting in unrestricted general
funds (UGF) because the difference between UG, revenue,
and expenditures equaled the state's fiscal gap. The net
effect of all of the different anmendnents adopted was that
the commttee added $10,491,000 UG-. The total reduction
from FY 15, the current fiscal year, in agency operations
non-f ornul a progr anms was $228, 972, 000 UGF.
When adding the fornmula prograns from the operating budget
i ncluding nunbers and |anguage, formula, and non-formula
UG- the state was $376,931,000 below the current fiscal
year. He reported that when people thought of state
government they typically thought of agency operations non-
formul a prograns. There was a 10 percent reduction over all
of the agencies for non-fornula prograns from the current
fiscal year. He furthered that if the operating bill passed
the full legislature in its current formand if the capital
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budget remained at its currently level of $158.7 mllion,
the pre-transfer change in UG- revenues from the current
fiscal year would equal a reduction in the budget of $560.5

mllion from the current fiscal year. He added that the
reduction was an acconplishment. The pre-transfer deficit
if revenues stayed as projected would be $3.26 billion.

9:07: 29 AM

Representative Gara asked about $10 mllion UG that was

menti oned the previous day. There were funds taken out of
the Al aska Hi gher Education |nvestnent Fund which were in
the general fund (GF). He asked if M. Ecklund considered
those funds unrestricted. He also asked if the noney was in
addition to the $10 mllion.

M. Ecklund responded the funds were designated general
funds (DGF) rather than UG-.

Representative Gara commented that they were in the general
fund and asked how nuch was added.

M. Ecklund responded $7.7 mllion.

Representative Gara asked if the two anounts together
total ed about $17 million to $18 mllion.

M . Ecklund responded, "Correct."

Co-Chair Neuman asked M. Ecklund if $7 mllion added to
suppl ement funds for other education prograns was in the
hi gher education fund. He wondered if it was different than
the G-

M. Ecklund responded affirmatively. He explained that the
hi gher education fund had been classified as DG-. The fund
was created to provide scholarships and for the Al aska
Performance Schol arship. The noney used in the previous day
was for prograns associated with the Al aska Performance
Schol ar shi p.

Co- Chair Neuman asked if there were specific purposes that
the funds could be used and strict guidelines upholding
their use of which the conm ttee abided.

M. Ecklund pointed out that there were no dedicated funds
per Al aska's  Constitution. However, the state had
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designated funds. The state stayed within the guidelines
regardi ng the use of DGF

Co-Chair Neuman asked if there was an addition of about
$10. 4 UGF

M. Ecklund responded affirmatively.
Co- Chai r Neuman W THDREW hi s OBJECTI ON

Representative Gara nai ntained his objection.

9:10: 04 AM

Representative Gara stated he could not support the bill in
its current form He suggested that there was still a
budget deficit of between $3.5 billion in the governor's
version of the bill and $3.4 billion in the current form of
the bill. Under either version the state would run out of

savings in 2 years. He suggested that it was not the fault
of the commttee and that even if every G- funded state
enpl oyee was let go the state would still not solve the
budget gap. He furthered that w thout shutting down state
government and doing away Wwth agencies such as the
Departnment of Public Safety and nost things people rely on
in the state it was inpossible to cut $3.5 billion. He
menti oned that both Republicans and Denocrats tried to
identify waste and answer why the state was in its current
situation.

Representative Gara was very disappointed that the state
did not except Medicaid expansion. He estinmated an extra
savings of $6.6 billion in the budget by accepting the
expansion. He added that it was 4 thousand jobs, healthcare
for people, and reduced premuns for others in order not to
have to pay for unconpensated energency room care.

Representative Gara stressed his belief in Pre-Kindergarten

(Pre-K) education. It was proven to increase academc
achievenent, to inprove college graduation rates, and to
decrease the cost of jail. The studies were evidence-based.

The finance commttee renoved every single state-funded
Pre-K program in the neeting the previous day. He was
unsure how many other states have taken the sane action. He
understood that at |east 40 other states had statew de Pre-
K prograns. He suggested that Al aska barely had state-
pocked Pre-K. A couple of school districts had a Pre-K and
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federally funded Head Start Program of which the state had
increased funding twice in the previous 20 years. The
waiting list for Head Start was extensive. He was
di sappointed that the conmmttee was unable to pass either
version of the Kindergarten through 12 fundi ng anendnents.
The nore nodest anendnent woul d have reinstated the anount
of nmoney that was passed in the prior year still resulting
in cuts in the Mat-Su, Fairbanks, and in Juneau. He
furthered that by not restoring the anount of nobney passed
in the previous year there would likely be cuts in
Anchorage. Anmong the school districts Anchorage was the
best off financially of because of the reserve fund that
was established. He thought that other districts would be
negatively inpacted. He supposed it would be another year
of teacher, gui dance counsel or, or career counsel or
reductions. He did not see how to nove education forward in
a state that had the Ilowest graduation rates in the
country.

Representative Gara brought up his disappointnent around
m ssing the opportunity to nmake the largest strides in
fixing the system for abused and neglected children at no
cost. He clainmed the departnment had done a very good job in
finding available federal funds to replace state spending.
There had been a proposal to use the noney to fix the
foster care system curing the state's 40 percent honel ess
rate and 24 percent incarceration rate for foster youth. He
opined that these issues could have been fixed for zero
cost to the state and made things much better for the 2400
youth in foster care. He hoped it was a discussion the
commttee could have going forward because he knew that
people on the conmttee cared. He was uncertain how to nmake
the situation better when a study had been conducted
confirmng the need for an addition of 50 staff in order to
provide basic services. Since the study the nunber of
foster children had increased by about 500. He reiterated
that the finance conmittee could have taken action the
previous day to help the systemat no cost to the state. He
stated that he was willing to work with folks and that he
had been asked to find cost efficiencies. There were
prograns started to provide free laptops and discounted
clothing to foster youth. He had also made attenpts to
start a free program to provide foster youth wth
i magi nation |library books. He reiterated that the state was
responsible for inproving the lives of foster children in
its guardianship. He discussed having proposed a nunber of
reductions including cuts to noney appropriated for the
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Susitna Damm that was not obligated or needed. It was a
project that would serve the sanme people that the three gas
line proposals would serve. Al 4 projects would provide
excess power. He believed the state did not need 4 sources
of excess power while the state was in a fiscal crisis. He
concluded that the proposed cuts did not nove the ball
forward enough leaving the state running out of saving
within 2 years. He was disappointed but hopeful that
menbers could find a way to work together to solve the
state's problens. He added that he did not want to be a
state w thout Pre-K

9:16:45 AM

Co-Chair Neuman clarified that nmenbers would only have one
opportunity to make cl osi ng remarks.

Representative Gattis indicated that she was in agreenent
with Representative Gara about being disappointed. She was
not sure that Alaskans recognized that the state was
junmping off a fiscal cliff. Her constituents had been very
clear that the legislature did not cut enough out of the
budget. In the spirit of conpromse itens were added back
in that she personally would not have reinstated. However
in the sane spirit she agreed to add itenms back in. She
stressed the need to show a sense of |eadership by
recogni zing where the state was at financially. Although
she struggled with adding $10 mllion back into the budget,
she acted in the spirit of conprom se. She hoped both sides
woul d recogni ze that the state did not have the noney.

9:18: 25 AM

Co-Chair Thonpson reported that he was a little confused
about Representative Gara's conmments in terms of cutting
fromthe budget and reinstating itens in the budget. He was
aware that folks would be suffering fromthe cuts that had
been nade. However, in looking at the follow ng year, the
circunstances would be nore difficult. He forewarned
listeners that there would be further reductions. He
commended the commttee for the hard work it had done to
m nimze devastating consequences for people in the state
and thanked the co-chairman for the many hours he had
dedicated to try to nmake thoughtful reductions. He opined
that the coomttee would be working harder than it ever had
over the following sumer nonths digging into program
details to determine what actions to take. He believed the
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stage was being set for the follow ng session. He thanked
the finance conmttee as a whole for its hard work

9:20:11 AM

Representative Pruitt agreed that the biggest challenge for
the state was a lack of nobney. He admtted that he was
unconfortable with noving the bill forward because of the
wi t hdrawal from savings that the state would have to nmake

He | ooked forward to seeing what the Senate would do with
the bill. He hoped it would consider additional cuts to the
budget. He anticipated working wth the <co-chairs in
further addressing the budget issues over the interim He
praised the commttee for the efforts it had nade in a
short period of about 3 weeks. He admitted there were a few
itens he had had to conprom se on that were added back in.
He recognized his colleagues that had al so conprom sed. He
wanted to remind Al askans that prior to applying the cuts
that were made it equaled $20 thousand per household. |If
commttee nmenbers did not spend its interim working on the
budget issues the public would be sent into a spiral that
the state had never seen before. He argued that oil would
not save the state in its current circunstances. He
furthered that if oil cane back it would be the worst thing
for Al aska, because every tine prior oil canme and saved the
state it prolonged making the decisions necessary which in
turn resulted in the current situation. He |ooked forward
to working with his co-chairs and fellow nenbers in the
following interim to nake an effort to further cut the
budget and to have deeper discussions about itens
untouchable in the past such as education and Medicare. He
did not want $20 thousand to |and on the shoul ders of every
Al askan househol d. He thanked everyone for their efforts.

9:23: 33 AM

Vi ce- Chair Saddl er thanked the co-chairs for their guidance
in a thorough and detail-oriented open budget process. He
opined that cutting $225 mllion from the budget was a
tremendous achi evenent not to be taken lightly. He thanked
the House Finance Commttee staff, the staff of the
Legislative Finance Division, and his personal staff for
their diligent efforts. As a former staffer he was aware
that the legislators either receive the credit or the blame
but could not do the work wthout their staff. He
enphasi zed that the state faced significant budget
challenges with Iless noney to spend. The state had
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unlimted needs and desires but limted resources. It was
the mssion of Ilegislators to nmake sone difficult and
unpl easant deci sions but they were responsible decisions in
the face of the budgets chall enges. He conveyed that sone
peopl e wanted |arger reductions while others wanted to add
funding back into the budget. He pointed to the education
advocates | ooking for nore and nore noney. He stressed that
any budget was a conpromise. He suggested that the
operating budget was a conplicated docunent and process.

The bottom line was that a $225 mllion reduction in non-
formula dollars was a trenendous achievenment. There was
also a $377 mllion reduction in formula and non-fornula

dollars. It was a great start but the budget would have to
be significantly reduced. He estimated that the commttee
would return with a sharper perspective on the departnents
and their budgets after a long, hard-working sunmer. He did
not believe the deficit was going away. H's constituents
that he had heard from wanted additional cuts.

9: 25: 43 AM

Representati ve Edgnon commented on the excellent job the
co-chairs had done in shepherding nenbers through a very
difficult process. He admtted it had been the nost
difficult process he had experienced over the several years
as a nenber of the House Finance Conmittee cutting the
budget in a significant way. The process involved nmany hard
choices including saving one program while taking noney
from anot her. Value judgenents were having to be made in a
very short period of time. He agreed with one of his
col l eagues that the budget reductions were long-term in
nature. He thought part of the challenge for |egislators
woul d be to educate the public and to inpress upon people
the reality that the state would have to |ook at other
sources of revenue. He believed it was incunbent upon
committee nmenbers as they |ooked at agency budgets,
scrutinized additional reductions and downsizing, and nade
deci si ons about priorities t hat t hey di ssenmi nat e
information to constituents in the interim He suggested
that the state might be entering into an entirely new
fiscal regime that no one anticipated 6 to 10 nonths
previously. He agreed with Representative Pruitt that the
state mght be turning a corner where oil would not be
saving the state again, a scary reality in his opinion.
Arguably the cuts that the comittee nade were very
judicious cuts but at the same tine it was the start of
what could be many years of realigning state governnent
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with the fiscal reality that changed so dramatically. He
reflected that in 2008 the state was earning $10 billion to
$11 billion in oil revenue. Currently the state was earning
only $2.1 billion to $2.2 billion in oil revenue yet had a
budget north of $5 billion including reductions. He would
continue to work with his constituents and encouraged his
col | eagues to do the sane. He closed thanking the conmttee
and reiterated that it was just a start.

9:28: 06 AM

Representative CGuttenberg thanked the committee and staff
for their diligent work. He commented that the state budget
woul d have to return to sustainable |levels. He offered that
many people did not truly understand the state's fiscal
situation. He suggested that people outside of the building
did not understand that if the price of oil shot back up it
woul d not nean the state would be relieved of its current
situation. There was a problem with production |evels and
pass-through in the pipeline. He indicated that he had had
an amendnent that addressed a $200 million reduction in the
current year's budget, but all it did was nove it down the
road. He was concerned with where the burden of the state
would fall and did not feel the issue had been addressed.
There were tw sides of the |edger sheet, inconme and
expenses. He thought that in all other states a finance
commttee such as Alaska's would only handl e one of the two
functions. In Alaska the commttee was responsible for
addressing both. He opined that the comrttee had only
addressed one side of the ledger. He did not think the
public fully understood the nature of the fiscal gap and
its expansiveness. The gap was so large that even if all
state enployees were taken off of the payroll Al aska would

remain in a fiscal crisis with a $3 billion deficit. He
surmsed that it would cost the state nore by not taking
certain actions. He <cited the exanple of increased

recidivismrates as a result of not being proactive costing
the state additional noney. He proposed thinking nore about
the nature of the state and its mssion. Regardless of the
budget, he thought the |egislature had to consider building
the state to be sustainable. He pointed out that the
devel opment of the internet had helped to close the
chal l enge of distance within Alaska. It was difficult to
provi de services, such as educational services, to people
in rural areas off the road system The internet and
t echnol ogy have hel ped greatly in filling the distance gap

He reiterated the question he asked about how Al aska
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defined itself. He did not feel he had enough information
to nmke appropriate decreases to the budget. He sinply
wanted to have a sustained society. He shared his amazenent
in comng to Alaska as a young man in 1969 wtnessing a
boom cycle simlar to a scene in a WIld Wst show He hoped
the state was on the cusp of a huge econom c devel opnent
such as another major oil line. He did not believe the
state was prepared for such a project as he thought it
should be. He nentioned that besides the pipeline itself
the econom c, soci al , and noral i npacts to Al askan
conmuni ti es needed to be consi dered.

Representative GQuttenberg pointed out that the budget
remained a living docunent, subject to change wuntil the
final vote was taken. He relayed that he would have to
return honme to discuss the budget with the people in his
community. He would be talking not so nmuch in nunber terns
but in ternms of how the budget affected people's lives. He
conveyed that additional planning and preparation would
have to be done. He suggested that there were sone folKks
that were always prepared. He wondered if the budget
prepared the state for the future. He did not think it did.
The noney that was reduced in the budget did not have nuch
of an effect on the graphs to show what was needed to fil
the gap. He believed there were sone snmall nunbers that
would have made a large difference for many people. He
believed that best thing the state could do was to provide
opportunities to its children. He expressed his concerns
about |ost opportunities for kids as a result of certain
cuts from the budget. He remarked that the |egislature was
m dway through the session and that things could change.

9:37: 00 AM

Representative WIson acknow edged that the neeting felt
like a funeral. However, she Jlooked at the state's
situation as an opportunity for private enterprise to
flourish. Private businesses would have the opportunity to
step into providing services previously provided by the
state. She suggested that the Power Cost Equalization fund
could be used in certain areas to provide nore energy in
the formof windmlls and dans in order to serve a |arger
need. She also nentioned the possibility of wusing the
hi gher education funds for other educational opportunities.
She opined that it was never the intent of the state to pay
for everything. She clained that private businesses were at
the bottom because they could not conpete wth the
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previously large state coffers. At present, the state was
being forced to step back. She reported that npbst states
contributed 18 percent to their universities because there
were other ways to fund them She |ooked forward to working
with the regents examning new nodels and how to apply
them She suggested taking sone of the state's educationa
entities and conbining theminto an amazi ng opportunity for
Al aska's students. She was excited about what it mght nean
for the state. The state had the opportunity to grow in
areas that it never had a chance to explore. She asserted
that the entrepreneurship in the state would show anmazi ng
things. She agreed that the state was facing somewhat of a
death of the governnment system but did not believe it was
necessarily bad. She was excited to see what woul d happen.
She thought of those who came to Al aska, they either hated
it or loved it. Those who hated it left and those who | oved
it made it their home. She furthered that people had an
opportunity in Alaska that no other state could offer. She
affirmed that the state was facing hard cuts which she
supposed shoul d have been done nuch earlier. She added that
the state got into things it never belonged in. She
antici pated seeing a new style of governnent and avowed it
would be a better state as a result. The state was
essentially letting folks take their dreans, utilize them
and make the lives for Al askans better. Governnent would
not be getting in the way of residents. She thanked
commttee menbers, particularly the chairman, for their
hard work. She reported that she would be out in different
areas around Alaska in the sumer to conduct the necessary
wor k required.

9:41:19 AM

Representative Minoz thanked the co-chairs and gave kudos
to the comittee nmenbers. She thought sonme difficult
deci sions had been made. \Wen nenbers found that sone areas
of the budget had been cut too deeply, the comittee was
willing to entertain revisions to the budget. She
appreciated the fair process. She agreed that it would be
an ongoing effort. She was aligned with Representative
W son about Al askans being very resilient. Al askans would
cone together to find solutions and | ook at doing things in
nore innovative ways. She believed it was a time of
opportunity and chal | enge.

9:42:15 AM
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Representati ve Kawasaki appreciated the committee process

He thought cuts were substantial including cuts to the
uni versity, the Departnent of Labor and Workforce
Devel opnent, prograns dealing with seniors, and the youth
courts. He appreciated nenbers comng forward to try to
find funding to support such prograns and agencies. He
recogni zed that it was a tough budget year and he believed
that significant cuts were needed. However, he felt that
the cuts should not be |evied against the nost vul nerable
people in the state |like seniors and children. The
| egi slature cut things substantially such as early
education that has proved to have a huge return on
investnment. He believed the state would pay for that choice
into the future wth higher incarceration costs, court
fees, and costs associated with public safety. He added
that there was a significant anpbunt of work to be done. He
found it chall enging because his constituents had expressed
their desire to see additional cuts. He thought they would
want to know why the l|egislature increased the oil and gas
tax credit section by 12 percent in the following year to
$700 million while the pipeline continued to decline. The
| egi sl ature was spending a significant anmount of nobney on
things such as oil and gas devel opnent. He suggested that
the state had been promised a mllion barrels of oil. If
the state could get to a mllion barrels of oil it would
al so have a budget that worked. He clained that under SB 21
[ Legislation passed in 2013 Titled: G| and Gas Production
Tax], even if the price per barrel increased to a certain
point, it did not help at the state's current production
rates. He reiterated that certain cuts had to be nmade but
not |evied on the backs of the nost vul nerable Al askans.

9:44: 40 AM

Co- Chair Neuman explained that the House Finance Conmttee
started the budget process with the fiscal plan proposed by
Governor Wal ker consisting of an alteration of Governor
Parnell's budget from Decenber 15, 2014. Governor Wl ker
and his staff, brand new to their jobs, worked diligently
to craft a budget the legislature could work wth. The
commttee started its budget process wth hearings of
departnent overviews within the first two weeks of session.
He suspected the overview hearings were conpleted in record
time. The finance subconmttees started neeting within the
first week of February two to three tinmes per week in order
to review the work of each departnent. The governor
submtted his anended budget three weeks prior to the
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subconmi ttees closing out their budgets. The nunbers were
submtted by the body as a whole as a result of the
commttee process. The current budget in front of the
cormittee was the budget submitted by the House of
Representatives including Majority nenbers and Mnority
menbers alike. He posed the question about whether everyone
on the conmttee was happy with all of the budget nunbers.
He suggested that no one was happy with all of the nunbers.
Some nmenbers would cut nore and some would cut |ess.
However it was a conmttee process. He affirnmed that he
uphel d one standard; to make sure to preserve the conmttee
process.

Co-Chair Neunman reported that there had been discussions
about peopl e being disappointed in the budget and some not.
He announced that the conmmttee had reduced the budget by
$377 mllion from the prior year in agency operations. In

the previous year the state had faced a $51 nmillion
reduction. He suggested that a 450 percent increase in
reducti ons was significant. He wonder ed how the

circunstance cane to be. He asked if the |egislature had
spent irresponsibly. He believed that circunstances cane
about because of a 60 percent reduction in state revenues
in the prior 6 nonths. Al aska was vul nerable because it did
not diversify its econony having only one major revenue
source nmking up 90 percent if its economc base. He
stressed the need to work together to diversify the state's
econony devel oping nore of Alaska's resources. Alaska was a
resource developnent state and it needed to provide
opportunities for private industries to invest their
dollars into Alaska. The state did not have capital
dollars. The state needs to provide opportunities to
private businesses so they invest their dollars. He
reiterated that the current budget deficit was due to the
| oss of 60 percent of the state's revenue in 6 nonths. He
was proud of the work perforned by commttee nenbers. The
committee heard public testinobny and added an additional
day for people to share their coments. Approximtely 20
hours of public testinony was heard. The comm ttee received
between 800 and 1000 enmmils, all of which he had read.
There were over 500 people who had the opportunity to
provide public testinony. The commttee listened to
Al askans across the state and developed a budget that
represented every one of the emails received as testinony.
The comm ttee devel oped a budget that represented the views
of the public and of legislators in a conbined effort. It
was the responsibility of conmttee nenbers to dig into the
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budget to a greater extent than the public. Since the first
day of session everyone had been working on the budget.

9:49:47 AM

Co-Chair Neuman stated that the commttee planned to work
t hroughout the summer. He suggested that finance nenbers
needed to go out to their comunities to make sure they
were better informed about the commttee's process. He was
dedi cated to doing so. He tal ked about the need to renove
statues that remained on the books that caused agencies to
have larger budgets. He asked the Legislative Finance
Division to review fiscal notes fromthe previous 10 years.
There was a docunent that reflected a review of increases
in personnel costs and G- spending. There was a need to
renove repeal laws that resulted in increased costs to
departnments. He added that sonethings that worked 10 years
prior did not work currently. He stated that there was a
need to | ook at whether certain |laws nmade fiscal sense in
the current clinmate, whether they made good business sense
to encourage investnent, or whether they nade commobn sense.
These options would help to further reduce the budget. His
office inplenented a recidivism reduction group through an
anendnent in HB 266 [the operating budget bill from 2014].
The group worked through the sumer wth many state
organi zations to reduce costs wthin the Departnent of
Corrections, Departnent of Public Safety, Departnent of
Law, Departnent of Health and Social Services, and the
Al aska Court System Participants fromthe agencies and the
| egislature all worked together to propose a plan.
Currently the Goose Creek Correctional Facility was at 101
percent occupancy. Prison costs were $158 per day |[per
prisoner] to keep people incarcerated. The costs were paid
out of the state's operating budget. The state needed to
reduce the cost to state agencies through a recidivism
reduction plan. The conmttee supported a partnership wth
the Pew Foundation to design a plan with mninmal dollars
whi ch he believed would save the state tens of mllions of
dol | ars.

Co- Chair Neuman relayed that nmuch of the budget consisted
of tax credits, the credits were small produces tax credits
totaling about $700 mllion. The state had anticipated
payi ng out about $350 nmillion to $400 million in credits,
$250 mllion nore than was expected. The credits would
expire January 1, 2017. In the followng year the
| egislature would only be dealing with 6 nonths-worth of
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credits. The state also allowed producers to redeem their
credits in within 1 year rather than 2 years. It allowed
the small producers to have additional fluid capital for
reinvesting in the State of Alaska to produce nore oil.
Revi ewi ng past oil prices showed that it had dropped to $9
per barrel but production was also at 1.5 mllion barrels
per day. Currently production was down to .5 mllion
barrels per day. The difference between $60 oil and $90
dollar oil was mnimal in ternms of noving the deficit |ine.

He suggested that the state had to put nore oil in the
Trans- Al aska Pipeline. He affirned that that SB 21 hel ped
to facilitate nore oil by providing additional snall

producer credits. He believed that the credits were
successful, although he expected the anpbunt to be less in
the foll owi ng year.

Co-Chair Neuman reported that Institute of Social and
Economic Research (ISER) along with Common Walth North
| ooked at state spending and asserted that the |egislature
could reduce current spending over a 3 year period to $5.5
billion in FY 16, $5 billion the following year, and $4.5
billion in the third year. He believed the |egislature had
to review the potential cause and effect of any reductions
being considered. The <conmttee brought the operating
budget down to $5.4 billion, $100 mllion less than what
was reconmended by |ISER He talked about the potential

reduction of $300 million to $400 million in tax credits in
the followng year. He surmsed that the state could be
close to reaching $500 mllion in reductions in the

following year. He continued that with further reductions
the legislature m ght be able to reduce the budget to $4.5
billion within 2 years. He relayed that he spent a |ot of
time |ooking at the nunbers. He was proud of the work the
commttee had done and anticipated nore work. The budget
woul d be noved over to the Senate where he expected nore
di scussions and further reductions to occur. He asked
menbers for their support in nmoving the bill out of
comittee.

Representative Gara W THDREW OBJECTI ON

Co- Chair Thonpson MOVED to REPORT CSHB 72(FIN), out of
conmmittee with individual recomendati ons.

There being NO further OBJECTION, CSHB 72(FIN) was REPCORTED
out of commttee with a "do pass" reconmendati on.
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9:58:10 AM

Co- Chair Thonpson MOVED to REPORT CSHB 73(FIN), out of
committee with individual recomendati ons.

Representative Gara OBJECTED for di scussion.
Representative Gara wanted to mnmke sure there were no
changes since the governor's filing. He wanted to know

whet her the House Finance Conmittee had made any changes.

9:59:27 AM

M. Ecklund reported that the changes nmade in the operating
budget to the different nmental health prograns would be
rolled into the nmental health budget. He did not believe
there was anything Representative Gara was not aware of. It
was mentioned earlier in testinony in the previous week by
Ms. Brown that there was one capital project renoved from
the bill. It had been standard practice for the Senate to
reinstate the capital project and to renobve others that
woul d be conferencabl e itens.

Representative Gara W THDREW hi s OBJECTI ON.

There being NO further OBJECTIQN, CSHB 73(FIN) was REPCORTED
out of commttee with a "do pass" reconmendati on.

Co-Chair Neuman thanked the commttee for all of its work.

#
ADJ OURNIVENT

10: 00: 42 AM

The neeting was adjourned at 10:00 a. m
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