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#hb2001
HOUSE BI LL NO. 2001

"An Act making appropriations for the operating and
| oan program expenses of state governnment and for
certain programs and capitalizing funds; repealing
appropriations; mnmaking 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."

10: 02: 08 AM

Co- Chair Neunan acknow edged Representative Lora Ri enbold's
presence in the audience.

Co- Chair Thonmpson MOWED to ADOPT the proposed conmttee
substitute for HB 2001, Wrk Draft 29-LS0960\P (\Wall ace
5/ 26/ 15). There being NO OBJECTIQON, it was so ordered.

Co-Chair Neuman noted that it had been a long process
| eading up to the current point. He detailed itenms that had
been addressed including education and state enployees
contracts (union and non-union). He noted that the changes
included other itens that were vetoed from HB 72 by
Governor Bill Walker. He read from a summary of changes
(copy on file):

1. The K-12 foundation fornula is funded at the
statutory BSA (Base Student Allocation) of $5,880.

2. Al'l  bargaining agreenents are accepted and are
fully funded (contingent on the Governor’'s veto of HB
176, which renmoves COLAs for non-covered enployees).
($17.9 mllion UGF)

3. COLA increases for non-covered enployees are
fully funded (contingent on the Governor’'s veto of HB
176, which provides COLAs for non-covered enployees).
($11.8 million UGF)

4. There is an (executive) branch-w de unall ocated
reduction of $29.8 mllion (with no sideboards).

Co-Chair Neunman noted that the BSA funding reflected what
had passed in HB 278 the prior session. He added that the

House Fi nance Conmmittee 2 05/27/15 10: 01 A M



adm nistration would be asked to spread the unall ocated
reduction of $29.8 nmillion across departnments. He asked
staff to address changes in the commttee substitute.

10: 06: 41 AM
AT EASE

10: 06: 58 AM
RECONVENED

PETE ECKLUND, STAFF, REPRESENTATIVE MARK NEUMAN, relayed
that the previous draft of the bill, when conbined with the
portions of HB 72 [operating budget] that had not been
vetoed by CGovernor \Wal ker, would bring the bill back to the
conference committee version of the operating budget passed
by the legislature. He read fromthe summary of changes:

If a supermajority (30 votes in the House, 15 votes in
the Senate) access to the Constitutional Budget
Reserve Fund (CBRF) is obtained:

1. The K-12 foundation fornmula is funded at the
statutory BSA (Base Student Allocation) of $5,880.
($16.5 mllion UGF nore than the CC HB 72)-Sec 9, Page
63; t ot al K-12 foundation fornula and pupi
transportation funding = $1.247 billion

2. Al'l bargaining agreenents are accepted and are
fully funded (contingent on the Governor’'s veto of HB
176, which renmoves COLAs for non-covered enployees).
($17.9 mllion UGF)-Sec 11, Page 64 approval | anguage,
Sec 4-6, pages 29-62 funding; $35.367 all funds

M. Ecklund detailed that in order for bargaining units for
state enployees to receive the COLA a three-quarter vote
was required. Additionally, for non-covered enployees to
receive the COLA, the governor would need to veto HB 176
The intent of the bill was to either approve COLAs for both
uni on and non-union or to not approve the COLAs for either.
He continued to read fromthe summary of changes:

3. COLA increases for non-covered enployees are
fully funded (contingent on the Governor’'s veto of HB
176, which provides COLAs for non-covered enployees).
($11.8 mllion UGF)-Sec 4-6, pages 29-62 is the
funding, $21 million all funds; Sec 18 (b), page 67 is
conti ngency | anguage
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4. There is an (executive) branch-w de unall ocated
reduction of $29.8 million (with no sideboards). (-
$29.8 mllion)-page 25, line 25

10: 10: 45 AM

M . Ecklund continued to address the summary of changes:

If a supermgjority (30 votes in the House, 15 votes in
the Senate) access to the Constitutional Budget
Reserve Fund (CBRF) is not obtained:

1. The K-12 foundation fornula renmains prorated at
98. 6 percent.

2. Al'l bargaining agreenents are rejected and COLA
i ncreases are not funded.

3. COLA increases for non-covered enployees are not
funded and will not be paid unless HB 176 is vet oed.

4. There is an (executive) branch-w de unall ocated
reduction of $29.8 mllion (with no sideboards). (-
$29.8 million)

Co- Chair Neuman asked M. Teal to add any conments.

DAVI D  TEAL, DI RECTOR, LEG SLATIVE FINANCE DI VI SI ON,
commented on a technicality on point 2 related to CO.LA and
non- covered enpl oyees. He clarified that HB 176 renoved the
pay raises for non-covered enpl oyees.

Co-Chair Neuman agreed. He remarked that the majority felt
that if wunion enployees were covered that non-covered
enpl oyees should receive the increase as well. He clarified
that it did not nean there had not been a conversation wth
the adm nistration about future contracts and increases. He
stated that under the current fiscal circunstances it was
difficult to provide pay increases, but contracts had
al ready been determ ned. He added that the issue had been
part of the negotiation process on reaching a budget and
avoiding a stop in state governnent.

10: 13: 38 AM

Representative Gara felt |everaged by the budget. He
remarked that if the Mnority gave its vote one thing would
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happen, but if it did not give its vote something else
woul d happen. He asked for wverification that if the
Majority accessed the CBR without the Denocrats' vote, the
education funding would not be provided; however, if the
Majority accessed the CBR with the Denocrats' vote, $16
mllion of the $48 mllion in cuts woul d be added back.

Co-Chair Neuman stated that the Representative GGra's
scenario was hypothetical and did not do what the bill
pr oposed.

Representative Gara stated that the way the draft was
witten if the Mjority went into the CBR wthout the
Mnority vote, $16 mllion would not be restored to the
education budget. He asked for verification that the $16
mllion would only be restored if the Majority accessed the
CBR with the Mnority's vote.

M. Ecklund replied in the negative. He stated that HB 2001
had nothing to do with the earnings reserve vote. He
clarified that if the three-quarter vote to access the CBR
was obtained, the K-12 fornmula would be $5,880. He
reiterated that the bill did not included |anguage related
to the earnings reserve account.

Representative Gara discussed that the $32 mllion in grant
funding pronmised in HB 278 (the previous session) had been
deleted. He surmsed that the only thing that the bil
offered to return was the additional $16 mllion cut nade
in the conference conmttee report [on HB 72].

M. Ecklund replied in the affirmative. He el aborated that
the bill would return to the statutory BSA of $5,880, which
represented a $16.5 mllion addition to the conference
commttee budget; the bill was silent on the other one-tine
itemthe governor had proposed to del ete.

10: 15: 59 AM

Co-Chair Neuman rem nded conmttee nenbers that the one-
time funding outside of the funding formula had not been
accepted in Governor Wl ker's budget.

Representative Gara comunicated that he was allowed to
disagree with the Mjority and the governor. He believed
the funding increment [from HB 278] should be honored. He
could not ignore that another bill sitting before him [HB
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2002; not introduced] that would enable the Mijority to
access the CBR without the Mnority vote if it wused the
Al aska Permanent Fund. He believed that if the situation
were to take place, the current bill wuld nmean the
Majority woul d not provide the education funding.

Co- Chair Neunman countered that HB 2002 was a separate bil
that did not use the Permanent Fund. He stated that HB 2002
included a provision that | ooked at transferring noney from
the earnings fund reserve to the corpus of the Pernmanent
Fund. He clarified that currently the commttee was
addr essi ng HB 2001.

Representative Gara stated that he would focus on HB 2001

He spoke to the labor contract portion of the bill. He
remarked that the bill would grant the 2.5 percent salary
increase for state enployees, but did not provide the
funding. He observed that the bill asked the adm nistration
to cut $30 million from the budget in order to find the
funding for the salary increases. He stated that so far $92

mllion had been cut from the Departnent of Health and
Soci al Services budget, $30 mllion had been cut from the
University of Alaska, $10 mllion from the Al aska Marine

H ghway System (AMSH), and alnost all funding for Pre-K had
been elimnated. He wondered where the admnistration was
going to find an additional $30 mllion to cut. He believed
that departnents would be faced with laying off enployees
if the additional cuts could not be | ocat ed.

M. Ecklund stated that there had been discussions with the
adm ni stration about the potential cuts. The adm nistration
had provided nultiple scenarios where potential cuts could
be made. He deferred the question to the adm nistration.

Representative Gara believed the $30 nmillion unallocated
cut, which may result in laying off enployees, was a
terrible deal. He opined that the |egislature should fund
the wage increases if it added the 2.5 percent increases in
the bill.

Co- Chair Neuman stated that the bill would fund 2.2 percent
increases for union enployees and also funded COLAs for
non- uni on enpl oyees.

10: 19: 24 AM

House Fi nance Conmmittee 6 05/27/15 10: 01 A M



Representative Gara asserted that the funding was
contingent on a $30 million [unallocated] cut, which would
mean cutting enpl oyees throughout the state.

M. Ecklund clarified that Sections 4 through 6 of the bill
(pages 29 through 62) specifically funded the COLA
increases if the three-quarter vote was obtained and if HB
176 was vetoed. He added that there was an wunallocated
reduction that was not dollar-for-dollar and was not tied
directly to the funding of the contracts.

Vice-Chair Saddler observed that any budget was a
conprom se. He acknow edged that there were unlimted needs
and desires of state governnent. He remarked that the state
was in the unfortunate situation where it could not fund
ever yt hi ng. He believed there had to be reductions
somewher e

Representative Minoz provided a brief history of the
education funding conponent for the public's information.
She relayed that the budget received from the governor had
deleted one-tinme funding from the prior \year. She
el aborated that the House had approved BSA funding of
approximately $47 mllion, which the Senate |ater deleted.
The legislature was now in a process of building support
fromlegislators; the bill represented a conprom se between
the parties involved. She believed restoring $47 mllion to
the BSA was a very positive point in the process. She hoped
to gain the Mnority's support to nove forward.

Representative Quttenberg stated that usually a conprom se
meant sitting down wth the other party. From the
Mnority's perspective that had not occurr ed. He
facetiously wondered if the budget should include funds to
fix all of the deficiencies in the Anchorage LIO such as
the m crophones. He l|liked the building, but believed there
were many things remaining to be conpleted. He believed any
conprom se on the budget had been one-si ded.

Co- Chai r Neurman bel i eved t here had been mul tiple
conversations between the House Mnority Leader and the
Speaker of the House on the issues. He stated that the bill
recogni zed the public's desire for funding of education and
state enployee increases. He thought it was inappropriate
to say there had been no di scussions.
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Representative Gattis stated that there were two sides of
the conversation. Her challenge had been agreeing to put
nmoney back into a budget and signaling that state enpl oyees
woul d receive pay raises. From her perspective the bill did
not represent her ideal budget, but it did represent a
conprom se

10: 23: 52 AM

Representative Gara asked where state paid oil tax credits
were located in the bill. He asked if the figure was stil
$700 mllion. M. Ecklund replied in the affirmative and
relayed that the <credits were included in the fund
transfers section of the bill.

Co-Chair Neuman referred to page 63, Section 8 M. Ecklund
added that it was page 63, Section 8(b).

Representative Gara asked if conmttee nmenbers were aware
that the $700 mllion paynment to oil conmpanies in tax
credits was $609 nillion above the statutorily required
anount. He explained that the statute set a cap in years of
| ow oil production revenue.

M. Ecklund replied that the $700 mllion had cone fromthe
Ofice of Mnagenent and Budget (OVB) and the executive
branch as what was needed.

Vice-Chair Saddler noted that the tax credits hel ped keep
oil flowng, which went to funding the state. He stated
that in addition to production taxes, the industry paid
royalties of 12 to 16 percent, property taxes on the
pi peline and production facilities, and corporate incone
t axes.

Co- Chair Neuman added that he did not intend to go into a
di scussi on about how to adjust separate pieces of
| egi sl ati on.

Representative Quttenberg stated that the oil tax credits
had been discussed at length in the Mnority caucus. He had
proposed an anmendnent in the House Finance Commttee and on

t he House floor to reduce the tax credits from $700 mllion
to $500 mllion. He stated that if the amendnent had passed
the oil conpanies would receive the $200 mllion the

followwng fiscal year (beginning on July 1, 2015). He
stated that the anmendnent would not elimnate the need or
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dispute that many of the credits were worthwhile. He
detailed that the statutory formula for the current year
was approximately $91 mllion; anything over the anobunt was
di scretionary and was subject to appropriation. He
enphasized that the anendnent would not renove the
obligation of the state to pay the credits. He reasoned
that there were nmany contracts and prograns on the table
that the state should honor. He believed the relevant
guestion was whether the state could afford to pay an open-
ended appropriation that could go significantly higher than
$700 million. He detailed that the state would be obligated
to pay above the $700 million. For exanple, the state would
be obligated to pay if the industry cane in wth an
additional $300 mllion. He opined that the topic was an
appropriate conversation to have given the state's deficit.

10: 30: 06 AM

Representative Quttenberg continued to explain that he was
interested in having a conversation about rolling a portion
of the paynent forward to the next fiscal year. He stressed
that he was not proposing to not pay the anmount owed.

Co- Chair Neuman was not prepared to bring in an analysis by
oil economsts. He stated that the bill would accept the
$700 mllion proposed in the governor's budget.

Representative Gattis stated that rolling bills over to the
comi ng fiscal year would not change the anobunt owed by the
state. She believed the consequences should be faced head
on. She reasoned that the budgetary situation would
continue to get tougher. She opined that the |egislature
needed to pay the state's bills and nove forward.

10: 31: 34 AM

Co- Chair Neuman relayed that an offer had been suggested to
try to resolve the current stalemate on the budget. He
asked the admnistration to address the proposed $29
mllion [unall ocated] reduction.

PAT PITNEY, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFICE OF THE GOVERNOR, relayed that the concept of the
unal | ocated reduction was proposed out of a desire to honor
the |egal contracts for union state enployees. She
el aborated that the legislature's proposal to not honor the
|l egal contracts was not acceptable to the governor. The
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adm nistration believed that not honoring the contracts
opened the door to the possibility that other state
contracts may not be honored. She stated that the
unal |l ocated reduction would translate to [the loss of]
people to sonme degree. The admnistration and its
departnments would have to determine how to deal with an
additional $30 mllion reduction on top of the $389 nillion
operating reduction. She relayed that the cut was going to
be difficult. The admnistration hoped to |l|ocate the
savings in inefficiencies, but increased efficiencies neant
fewer enployees. She suggested the possibility of finding
savings in procurenent. She asked the <conmittee to
understand that the proposed unall ocated reduction would be
on top of several other wunallocated reductions inposed in
the budget. She reiterated that the cut was better than not
honoring | egal contracts.

Representative WIson asked why the admnistration believed
it was acceptable to cut the one-tine funding for
education, but unacceptable to not fund enpl oyee contracts.
She stated that educators reasoned that the one-tine funds
had been prom sed. M. Pitney replied that it came down to
a legal contract.

Representative WIson wanted to understand the difference
between a legal contract and a statute passed by the
| egi slature for one-tine funding. She believed the argunent
could go in either direction.

Representative Gara stated he had heard the argunment that
the legislature had to fund sonething because the governor
had proposed it. He asked if the governor proposed not
funding the union contracts. M. Pitney replied that the
governor's budget proposed fully funding the union
contracts.

Representative Gara asked for verification that the
governor's budget did not propose locating $30 mllion in
additional cuts on top of the $389 million cuts in the
budget. Ms. Pitney agreed that the governor's budget did
not propose the $30 mllion in additional cuts. She
el aborated that the adm nistration was not pleased with the
proposal, but the concept had been presented as a way to
nove the process forward.

Representative Gara asked if it was the governor's proposa
to honor the wunion contracts, honor the statute that
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provided for wage increases (1.5 percent for the past two
years and 2.5 percent for the comng fiscal year), and to
not jeopardize jobs with an additional $30 mllion cut.

Ms. Pitney replied that it was in the governor's interest
to honor the contracts.

Co-Chair Neurman did not appreciate that Representative Gara
put words in other people's nmouths. He did not |I|ike
comments that the legislature had to do things because the
governor proposed them He stated that the legislature
could chose to accept, reject, or anend the governor's
pr oposal .

10: 37: 10 AM

Representative Gara agreed, but he had heard other comments
[from committee nenbers] that the legislature had to do
t hi ngs because the governor proposed them He asked whet her
the additional $29.8 million in statew de reductions woul d
mean enpl oyee | ayoffs.

Ms. Pitney answered that the state budget was 50 percent
personnel related. She communicated that it was very likely
that the cut would inpose additional enployee |ayoffs, in
the range of 200 or nore (on top of the anticipated 500
pl us position | osses).

Representative Gara hoped the conmmittee would consider not
adding to the stress of state enployees by inposing
addi ti onal likely layoffs. He supported funding the
contracts wi thout the additional cut.

Co-Chair Neuman asked if the dramatic reductions to the
current budget had resulted from the drop in the price of
oil that reduced state revenue. M. Pitney responded that
the price of oil did require action. The governor had
submtted a budget that reduced state spending at the
agency |level by nearly 6 percent. The approach would create
prudent reductions and nmintain services. She expounded
that the cuts proposed in the CS were substantially higher
and woul d damage sone services. The adm nistration would do
the best it could to provide as many services as possible.
She relayed that the governor had proposed sonewhat |ess
reductions and the admnistration believed the cuts had
gone too deep.
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Co- Chair Neuman relayed that the legislature had foll owed a
very public process. He believed the budget before the
committee represented the feelings of many legislators. He
did not believe there was a single |egislator who believed
the current proposal was perfect. He remarked that
commttee nmenbers all had varying opinions about where the
budget needed to go, but it was part of the public process.

10: 41: 20 AM

Vi ce-Chair Saddl er appreciated that OMB had worked with the
| egislature to locate reductions, albeit the proposal did
not refl ect the governor's promse of 15 percent
reductions. He observed that neither the governor nor the
| egislature wanted to be in the current fiscal situation.
He asked what percentage of the general fund budget an
unal |l ocated reduction of $29 nillion represented. He
wondered how challenging it would be for the adm nistration
to locate the cuts in a $5 billion budget.

Ms. Pitney replied that it would be very challenging
because the anobunt could not be spread across the $5
billion budget. She stated that the budget would accept pay
increases for the legislature, courts, and other, on the
back of the executive branch. She explained that the cut
woul d be spread across a rmuch small er nunber of agencies.

Co-Chair Neuman clarified that the bill did not add
i ncreases for |egislators.

Vice-Chair Saddler recalled that M. Pitney had told him
the governor's top priority was education and that there
should be other reductions in other parts of state
governnment in order to provide the funding. He wondered if
the current bill acconplished the goal.

Ms. Pitney replied that the draft brought education funding
to the governor's proposed |evel.

Representative Gattis asked about the current statew de
enpl oyee vacancy factor. Ms. Pitney replied that it usually
ranged between 4 and 6 percent dependi ng on the agency.

Representative GGattis questioned whether M. Pitney had
said that 500 or 300 enployees would have to be laid off.
She was trying to determne where the attrition was and
what the nunbers were. She chaired the Departnent of
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Adm ni stration (DOA) finance subconmttee and had been told
by the departnent that it was |ooking at efficiencies. She
was i npressed by the conm ssioner [Sheldon Fisher] and she
believed he could help find the efficiencies. She did not
bel i eve locating the efficiencies wuld be as tough as many
peopl e thought. She could see the comm ssioner | ooking at
contracts, |eases, and other itenms. She was confortable
that the agencies would | ocate the savings.

10: 44: 44 AM

Co- Chair Neuman noted that Conmm ssioner Shel don Fisher had
worked with the House Finance Committee to |ocate further
reductions in the DOA budget and to determ ne reductions
t hat coul d be nade over tine.

Ms. Pitney comented that the admnistration was working
hard to find efficiencies and savings. She el aborated that
efficiencies in business resulted in fewer enployees. She
restated her earlier testinony that the admnistration
expected 500 position |osses and at |east 200 actual
| ayoffs. She detailed that the difference between the two
figures represented taking advantage of retirenents and
attritions. She added that the administration would do the
best it <could to take advantage of retirenents and
attritions. However, she reiterated t hat busi ness
efficiencies would result in fewer enployees. She inforned
the commttee that the admnistration was working to
increase efficiencies; it was currently working on 13
initiatives. The adm nistration knew that it was not the
| ast year of reductions. She acknow edged that business
needed to be conducted differently; however, "getting there
tomorrow is very difficult.” The goal was to make the
changes wi thout major disruptions to inportant services.

Representative Gara asked whether the admnistration
believed that future |abor contracts would be nuch nore
nodest if the budget honored the [union contract]
agreenents and did not add the additional $30 mllion in
cuts.

Ms. Pitney replied in the affirmative. Another reason the
adm nistration wanted to honor the contracts was to
preserve its ability to negotiate in good faith. She
communi cated that the admnistration expected upcom ng
contract negotiations, which represented nore than half of
the state's enployees, to be very nodest. She added that
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the state needed to maintain conpetitiveness in order to
attract good enpl oyees.

Representative Gara asked for verification that the state
would run out of savings in approximately three vyears
(under the CS or the governor's budget) if oil prices
remai ned at the current |evel.

V5. Pitney agreed. She elaborated that expenditures
incurred by either budget would nean the state would run
out of noney within approximately three years; the state
may have funds to operate for 7 to 10 nore days under one
budget versus the other. She estimated that reserves could
potentially run out between Novenber 10, 2017 and Decenber
1, 2017. She relayed that the adm nistration intended to
bring the public into the conversation starting in June.
The goal was to have an open and public dialogue on the
state's finances, how the nopbney was spent, opportunities
for savings, and how to pay for services knowing that it
was not possible to cut to the price of oil.

10: 50: 00 AM

Representative Gara stated that according to the Departnent
of Revenue that there was a statutory cap on state paid oil
tax credits. He explained that the statute ainmed at
protecting the state's fiscal health in years of |ow oil
revenue. He asked for M. Pitney's analysis of the
statutory cap.

Ms. Pitney answered that the statute provided the G| Tax
Credit Fund should be funded at 10 percent of the expected
production tax, which was estimated at roughly $91 nmillion
for FY 16. She elaborated that the l|egislature had the
ability to fund the oil tax at whatever level it chose;
however, the oil tax credits were owed whether or not the
funding was provided. She explained that every tax credit
that a conpany was eligible for would be paid by the state,
but the timng could be determned. She stressed that
honoring the contracts was an inportant principle. Funding
included in the budget was based on a tradition of the
anticipated anount of tax credits that would be submtted
($700 nmillion); the figure could end up anywhere from $90
mllion to $700 million. Regardless of the anobunt funded in
FY 16, all tax credits eligible in FY 16 woul d be paid.
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Representative Gara provided a scenario where credits would
be imted to $500 million for two years in order to allow
the state to get its fiscal house in order (credits were
paid to conpanies on a first cone, first serve basis). He
stated that $500 million may last for the first nine nonths
of a fiscal year. He asked for verification that under the
scenari o conpani es who had not been paid would have to wait
another three nonths to the beginning of the follow ng
fiscal year in order to receive paynent.

Ms. Pitney answered in the affirmative.

10: 53: 07 AM

Co- Chair Neuman added that the state would still owe the
debt. He equated the scenario to paying a credit card bil
with the credit card. He enphasized that the debt would
still have to be paid.

Representative Minoz agreed with the admnistration that
the state needed to honor its contracts. She appreciated
that the administration was working with the legislature to
achieve the goal. She referred to M. Pitney's testinony
t hat approxi mately 50 percent of the cost of governnent was
not enployee related. She wondered if OVB had analyzed
potential savings related to | ease costs and commodities in
the FY 16 budget.

Ms. Pitney answered that a process had been set in place
there had been a cross-departnental neeting and every
departnment was working on savings. She detailed that the
state spent $50 mllion on contracts and services; a 1
percent savings would be $500,000. She relayed that [a cut
of] $30 million was a big nunber. Maybe certain contract
pi eces could account for $10 mllion, while the remainder
woul d cone from personnel savings. She el aborated that much
of the noney spent by the state was direct grants; for
instance $700 million went directly to oil conpanies for
tax credits. She noted that a tremendous anmount of funding
from the Department of Health and Social Services (DHSS)
were grants to nonprofit providers including shelters; the
areas could not be wused to meke up the savings. She
expl ai ned that because there were areas savings could not
be achieved, it limted the l|locations the savings could be
applied. The adm nistration was actively |ooking at how to
address the decreases with the understanding that |ocating
savings the follow ng year woul d be harder
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Co- Chair Neuman agreed that |ocating savings would be nore
difficult the follow ng year.

Co- Chair Thonpson addressed oil tax credits. He surm sed
that if the state deferred $200 mllion to the next year,
the funds would be spent on sonething else in the current
year. He believed the state would then owe $400 nmillion
after the two-year period. He was not confortable with the
i dea.

10: 57: 37 AM

Representative CQuttenberg asked whether the oil industry
was aware of the maxi num anount the state was statutorily
required to pay. Ms. Pitney believed conpanies were aware
of the requirenent, but it had not been addressed.

Representative Guttenberg referred to the budget for the
foll ow ng year and discussions on prograns that saved the
state noney. He specifically referenced actions the state
could take to prevent the need for new prisons by
i npl enenting prograns and mnimzing jail tinme. He noted
that other prograns had been proven to be cost-effective
and to mnimze costs to the state. He wondered if the
adm nistration had a strategy to study prograns that could
bring savings to the state. He wondered if, in the
followng vyear, the admnistration would have savings
estimates on prograns in the human services field, K-12, or
seni or servi ces.

Ms. Pitney responded that there were several things in
progress. She pointed to the Results First on recidivism
reduction. She agreed that prisons were a huge, fixed cost

to the state; a cost that would continue to grow unless
changes were nade to the crimnal justice system

Additionally, the admnistration had proposed Medicaid
expansi on, which would bring savings to other progranms. She
noted that the proposal had been rejected [by the
| egi slature], which was disappointing. She detailed that

expansion could save $4 nillion on healthcare in the
state's correctional system alone. She added that it would
have provided the ability to reduce recidivism because
former inmates would have access to healthcare. She
summarized that the admnistration was addressing ways to
bring cost savings to the state on a daily basis.
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11: 00: 46 AM

Vice-Chair Saddler was unconfortable wth hearing about
hypot hetical situations. He believed an anmendnment shoul d be
in front of the commttee if it was going to have a debate
on tax credits.

Co-Chair Neuman wanted to allow nenbers to voice their
t houghts on the budget. He believed the process was fair.

Representative Gara relayed his intention to offer an
anendnent on the tax credits. He responded to an earlier
guestion by Co-Chair Thonpson related to the proposal to
save $200 mllion in credits during the current fiscal
year. He stressed that there was no proposal to spend the
$200 mllion if it was reduced from the tax credit
expenditures in the current fiscal year. He addressed the
fiscal crisis facing the state; under any version of any
budget the state would be out of savings in three years. He
explained that the Mnority proposed that when there was a
fiscal crisis noney should be saved to get the fiscal house
in order. Wth that in mnd, he proposed limting oil tax
credits to sonmething like $500 million for a couple of
years. He explained that under the scenario oil conpanies
woul d have to wait two to three nonths for their paynent in
the first year, and potentially four or five nonths in the
second year. He stressed that the burden was not as |arge
as the one facing kids, seniors, and other. He encouraged
nmenbers to approach the issue in a nonpartisan way.

Co-Chair Neunman relayed that the conmttee would recess to
the call of the chair until 12:30 p.m He asked nenbers to
have amendnments to his office by 12:00 p. m

11: 04: 27 AM
RECESSED

2:24: 02 PM
RECONVENED

Co-Chair Neuman noted that the commttee would begin
heari ng anmendnents; beginning with Arendnents 10 and 11

Representative GQuttenberg MOVED to ADOPT Anmendnent 10 (copy
on file):

DOR G| and Gas Tax Credit -200,000.0 UG- 1004
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OFFERED I N: The House Finance Conmittee

TG HB 2001

OFFERED BY: Reps. Guttenberg, Gara, Kawasaki
DEPARTMENT: Revenue

APPROPRI ATI ON:  Language Secti on

ALLOCATI ON: Fund Capitali zation

ADD: $500, 000. 0 UG- 1004
Add text: "not to exceed $500, 000, 000"

DELETE: $700, 000. 0 UG- 1004
Delete text: "estinmated to be $700, 000, 000"

PCSI TIONS: O

EXPLANATI ON:  Amend | anguage HB 2001, page 63, lines 9-

14 as foll ows:
(b) If the balance of the oil and gas tax credit
fund (AS 43.55.028) is insufficient to purchase
transfer tax credit certificates issued under AS
43.55.023 and production tax credit certificates
i ssued under AS 43.55.025 that are presented for
purchase, the anmount by which the tax credit
certificates presented for purchase exceeds the
bal ance of the fund, not to exceed $500, 000, 000
[estimated to be $700,000,000] is appropriated
from the general fund to the oil and gas tax
credit fund (AS 43.55.028).

Co- Chair Neuman OBJECTED.

Representative GQuttenberg explained that the amendnent
related to oil and gas tax credits. He detailed that the
explanation included in the anendnent reflected HB 2001
| anguage, but replaced "estimated to be $700, 000, 000" with
"not to exceed $500,000,000." He noted that Dbackup
docunents to the anendnent (copy on file) showed that in
the past the |egislature had passed |egislation that sought
to limt the anobunt of tax credits in a given year when oil
prices were low. He pointed to page 3 of the backup that
showed the figure for the current year was estimated to be
$91 mllion. He addressed that the proposed budget would
pay $700 mllion, which was significantly over what was
statutorily required. He did not have a problem paying the
credits because the state was obligated to pay them but
the credits were subject to appropriation. He reasoned that
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if a credit card had a zero interest rate, it was not
necessary to pay it of f i mredi atel y. The industry
understood that the credits were in statute and subject to
appropriation; however, the state was in a fiscal crunch.
He di scussed that nenbers of the Mijority had comuni cated
that everything was on the table including education,
seniors, kids, and other. He was not suggesting to not pay
the credits and to use the noney sonewhere else. He
el aborated that wunder the anendment the anount owed woul d
be rolled forward until the fiscal situation inproved. He
noted that it was only a matter of nonths that the state
woul d hold onto the funds. He believed rolling the credits
forward one year was prudent financially. He believed the
oil industry had to be aware that sonething |ike what was
proposed in the amendnent was coming down the road. He
believed that the burden needed to be spread around. He
reiterated that the state would pay the $200 million in the
future. He enphasized that statutorily the state was only
required to pay $91 nmillion. He opined that it was
inportant to show the people of Alaska that the |egislature
was W lling to put everything on the table.

Co- Chair Thonmpson was opposed to the anendnent. He detail ed
that nost of the tax credits went to small producers who
were making things happen and were comng close to putting
nore oil and gas into the system He elaborated that the
conpani es depended on the noney to provide the work they
were doing. He reasoned that wthout the noney the
producers would be unable to invest nmore and to continue
with exploration and production. He enphasized that snal
conpanies such as Repsol, Arnstrong, and Cook Inlet
Pet r ol eum depended on the cash flow. He explained that sone
of the conpanies had to sell their credits to a conpany
making a profit. For exanple, one conpany may sell a $100
certificate to another conpany for $85 to $90 for wuse
against their tax liability. He stated that the delay would
cause the amount a producer could sell the credit for to
decline significantly.

2:31:40 PM

Representative Gara spoke in favor of the anendnent. He
di scussed that the |legislators had all been searching for a
way to come out of the building wth a budget everyone
could agree on. He believed Ilegislators should Kkeep
searching. He asked the admnistration if there was
anything the legislature had mssed in dealing wth the
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budget. He expounded that the admnistration had pointed
out the tax credits. He discussed that the Iaw had a cap on
oil tax credits; recognizing that there were years the
state could afford to pay large anount and years that it
could not. He pointed to the backup from the Departnent of
Revenue (DOR) showing that the cap in the current year was
$91 million. He did not believe there was another area in
t he budget where the legislature was funding $600 nillion
nore than what it had to. The anendnent proposed saving

$200 nmillion in the current fiscal year. He surmised that
it may be necessary to do the sanme thing the follow ng year
until the state had its fiscal house in order. He detailed

that the credits were paid on a first application basis. He
el aborated that $500 million would |ast through nine or ten
nmonths of the comng fiscal year; any conpany that did not
get paid within that time period wuld be paid at the
begi nning of the next fiscal year. He did not believe the
burden for oil conpanies was |large. He remarked that others
(seniors and other) were carrying cuts that were too heavy
to handle. He did not believe asking a small or l|arge oi
conpany to wait a couple of nonths for a paynment was
unr easonabl e.

Representative Gara discussed that the amendnent would help
to create some breathing room in the budget. He renarked
that Denocrats were not asking for anything that equaled a
$200 mllion cut. He believed the anmendnent would enable
the legislature to add sone smaller itens back into the
budget and would allow it to pass a budget w thout touching
the Permanent Fund earnings. The purpose of the anendnent
was to try to find a way to bridge the gap between the two
caucuses and to acknow edge that the state did not have the
noney. He did not believe it was prudent to pay $600
mllion nore than the statute specified. He reiterated that
conpanies would only have to wait two to six nonths for
their paynents. He stated that under any circunstances, if
the state had no fiscal plan by the third year, the state
would be in a world of hurt. Additionally, oil tax credits
woul d be nuch lower three years from the present day. He
remarked that the state would be able to afford the
paynents in three years. He added that the state had better
be able to afford the funds if it was going to have an
econony. He reiterated the purpose of the anendnent.

2:37: 27 PM
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Representative Minoz understood that the «credits were
attributed to Cook Inlet and Prudhoe Bay and that education
tax credits were also included. She stated that the
Al aska’ s Cl ear and Equitable Share (ACES) credits
attributed to the forner tax regine were under an
accel erated one-year payoff in order to pay off the ol der
obligations. She wondered if a conpany could use tax
credits as a corporate inconme tax deduction even if it
could not access the credit due to insufficient state
funds. She reasoned that under the circunstance the state
woul d pay the credit, whether it was direct or an exenption
on a conpany's corporate incone tax.

Co- Chair Neuman explained that the proposal had originally
been transmitted to the legislature by the adm nistration

He detailed that the proposal had been related to snall
producer credits. He believed many of the tax credits were
sold by snmaller conpanies to |larger conpanies that did pay
corporate state taxes (the three larger oil conpanies). He
el aborated that the cashed in certificates were submtted
to DOR for paynent.

Representative Minoz asked for verification that nany of
the credits were directed at conmpanies wthout a tax
liability.

Representative Gara replied that all of the credits under
di scussi on had no deductibility.

Representative Edgnon thought the credits were levied
against the production tax. Representative Gara replied
that the «credits under discussion were only state
purchasable credits; the ones that conpanies did not
receive a profit to deduct from

Representative Edgnon referred Representative Minoz's
coorment on the inclusion of education tax credits. He
believed the education tax credits were applicable to the
corporate incone tax. He asked for clarification.

Co- Chair Neuman asked Ms. Pitney to explain the specific
tax credits that the admnistration had originally proposed
for paynent.

2:41:11 PM
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Ms. Pitney explained that there were two types of tax
credits. One credit showed up as expenditure or payout to a
conpany that had no production tax liability. There were
also tax credits for conpanies that had a production tax
l[iability; the credit offset the ampbunt of revenue received
by the state. The <credits wunder discussion were for
situations when credits exceeded the anmpunt of tax revenue
on production that a conpany paid. She elaborated that
there was actually a check out the door versus an offset to
t he amobunt of revenue paid by a conpany.

Co-Chair Neunman surmsed that it was noney owed by the
state to people who turned in their [credit] certificates.
Ms. Pitney agreed.

Representative Edgnon asked for wverification that the
credits under discussion did not involve corporate incone
tax. Ms. Pitney replied that the credits were separate from
corporate inconme tax. She explained that there were
separate taxes including corporate, production, and royalty
t axes.

Representative Edgnon referred to testinony applying
education tax credits to the credits wunder discussion,
whi ch did not conport with his understanding of the way the
credits worked. M. Pitney addressed the education tax
credit and explained that if a conpany nmade a donation to
an eligible institution it would reduce the conpany's tax
liability. Sonme conpanies had a production tax credit, but
if they paid production taxes it showed up as a reduction
to those taxes (which was nore simlar to the education tax
credit process).

2:43: 37 PM

Representative Quttenberg noted that the anendnent changed
| anguage in addition to changing the nunber. The bill read
that the tax credit certificates were "estimated to be
$700, 000, 000." He pointed to page 3 of the backup materials
that showed credits had exceeded the estimate by $270
mllion [in FY 11], had been below the estimate for two
years [FY 12 and FY 13], and had exceeded the estimate
again by $193 nmillion and $175 mllion [in FY 14 and FY 15
respectively]. He stressed that the legislation' s existing
| anguage represented an open-ended check. He reasoned that
the amount could end up being between $800 million and $1
billion. The anendnent would cap the anount at $500
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mllion. He asked M. Pitney if his assessnment was
accur at e.

Ms. Pitney replied in the affirmative.

Represent ati ve Kawasaki asked what had transpired in years
where estimtes were larger than the actuals. He wondered
what happened to the cash in those years. M. Pitney
replied that she believed the itens had been funded by
suppl emental appropriations later in the year.

Representative Kawasaki clarified that he was interested in
the years where the credit estimate was higher than the
actual anmount spent. He noted that there had been cash
remaining on the table in sone years. M. Pitney replied
that in the past the statutory |anguage had read "esti mated
to be" as well. She explained that in years when clains
exceeded the estinmate a supplenental anmount was added to
cover the full amount.

Representative Gara he wondered if the admi nistration could
live with action taken by the anmendnent if it passed. M.
Pitney replied that the adm nistration would respect the
| egi sl ature's deci sion.

Representati ve Munoz asked about a tinmefrane for the credit
eligibility process that would be due in FY 16. She
wondered if the applications canme at the beginning of the
year or if there was an ongoing estimate available for the
fiscal year. M. Pitney replied there was currently at
| east $400 mllion to be paid on July 1, 2015.

Representati ve Kawasaki supported the anmendnent. He
recalled that when he had becone a legislator there had
been no refundable tax credits. There had been a handful of
credits for the North Slope wunder the prior qualified
capital expenditure and zero for Cook Inlet. There had been
many policy changes and the state was currently spending
$625 mllion in FY 15 and $700 mllion in FY 16 (for Cook
Inlet and North Slope). He recognized the regions were
val uabl e for oil production; however, $700 million in the
budget's growh was due to oil and gas tax credits. He
reasoned that there had not been an increase in production.
Additionally, there had been job |osses on the North Sl ope
over the past year. He stated that it was hard to justify
cutting the school district budgets wthout meking a
reduction to tax credits. According to DOR wth the
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inclusion of «credits wused against tax liability, the
increase in statew de production tax credits would increase
from just under $1 billion from the prior year to $1.8
billion in a few years. He did not believe the state could
afford the costs in a fiscally prudent tine.

2:49: 33 PM

Co-Chair Neuman MAINTAINED his OBJECTION. He stated that
the credits were due by the state. He detailed that many of
reci pients were snmall conpanies who used the liquid capital
to reinvest in the state. He remarked that people had been
|l osing jobs in Prudhoe Bay due to the low price of oil; it
had significantly inpacted the state and the anmount of oil
flowing in the pipeline.

Aroll call vote was taken on the notion.

I N FAVOR: Guttenberg, Kawasaki, Minoz, Edgnon, Gara
OPPOSED: Pruitt, Saddler, WIlson, Gattis, Thonpson, Neuman

The MOTION to ADOPT Amendment 10 FAI LED (5/6).

2:51: 08 PM

Co- Chair Neunman recognized the presence of Representatives
Kurt O son, Neil Foster, Gabrielle LeDoux, Bob Herron, Andy
Josephson, and Loui se Stutes.

Representative Gara MOVED to ADOPT Anmendment 11 (copy on
file):

DOR Ol and Gas Tax Credit; DEED K-12 Aid to School
Districts: -167, 756.3 UGF 1004

OFFERED I N: The House Finance Conmittee

TG HB 2001

OFFERED BY: Reps. Guttenberg, Gara, Kawasaki
DEPARTMENT: Revenue

APPROPRI ATI ON:  Language Secti on
ALLCOCATI ON: Fund Capitalization

ADD: $500, 000. 0 UGF 1004
Add text: "not to exceed $500, 000, 000"

DELETE: $700, 000. 0 UGF 1004
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Delete text: "estimated to be $700, 000, 000"
POSITIONS: O

EXPLANATI ON:  Amend | anguage HB 2001, page 63, |lines 9-

14 as foll ows:
(b) If the balance of the oil and gas tax credit
fund (AS 43.55.028) is insufficient to purchase
transfer tax credit certificates issued under AS
43.55.023 and production tax credit certificates
i ssued under AS 43.55.025 that are presented for
purchase, the amount by which the tax credit
certificates presented for purchase exceeds the
bal ance of the fund, not to exceed $500, 000, 000
[estimated to be $700,000,000] is appropriated
from the general fund to the oil and gas tax
credit fund (AS 43.55.028).

DEPARTMENT: Education and Early Devel opnent
APPROPRI ATI ON: K-12 Aid to School Districts
ALLOCATI ON:  Addi ti onal Foundation Fundi ng

ADD: $32,243.7 UGF (1004)
ADD: Language: "Sec 42(b) of SB 26 (2015) is
repeal ed. "

EXPLANATI ON: This section of the anendnment restores
the one-tine funding from HB278, passed in 2014, that
the schools were counting on when they nmde their
budget s.

Co- Chair Neuman OBJECTED.

Representative Gara explained that the anmendnent would fund
$32 nmillion that had been prom sed the previous session in
HB 278. He detailed that a portion of the $200 mllion
savings that would come from Amendnent 10 (savings in oil
and gas tax credits) would go towards the $32 mllion. The
anmendnent presuned that $16 million that had been cut from
the conference conmittee version of the budget would be
rei nstated; conceptually the anmendnent would be $48 million
if the $16 mllion was not restored. He el aborated that HB
278 included annual grant funding that was reduced by $10
mllion to $11 mllion each year; additionally, the BSA
increased annually by $12 million. He explained that years
two and three were essentially flat-funded. The bill had
designated $32 million in grant funding in year two, which
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was $11 million less than grant funding the previous year.
There had been a $50 BSA increase to account for the $11
mllion reduction, which was $1 nillion nore than the
reduction in the grant increase. He communicated the
concern that flat funding in years two and three would
cause schools to fall behind inflation, which could result
in layoffs, curriculumcuts, or other. He pointed to school
district budget shortfalls in Mat-Su, Juneau, and other
| ocations. He stated that the renpval of $32 million meant
schools would receive $31 nmillion less than they received
the previous year, which would nean schools would fal
significantly behind inflation. He remarked that at the
current price of oil the state would run out of savings in
three years' tinme under either budget. He believed the
state should give children the chance at acadeni c
opportunity they deserved. He stressed that the increnent
woul d not be an increase from the prior year. He did not
believe the state could keep cutting public education
wi thout harmng the schools. He credited the finance co-
chairs with locating hundreds of mllions of dollars in
cuts in the overall budget. He enphasized that |eaving
schools flat funded was a nodest proposal. He believed the
proposal represented a pretty neager conpronise. He opined
that it was odd to give oil conpanies nore noney than
statutorily required ($600 nmillion nore) and to give public
schools |l ess noney than they were statutorily required ($32
million |ess).

2:57:55 PM

Co- Chair Thonpson spoke in opposition to the anendnent. He
stated that the anendnent would short-fund tax credits to
smal | producers who were doing work to provide the state
revenue, which neant the conpanies would not have funds to
reinvest. He asserted that the anendnent would spend part
of the noney to fund schools, but the state would still owe
the $200 mllion the followng year. He disputed that
education had been flat funded. He referred to statistics
from 2004 to 2014 indicating that education funding had
i ncreased by 75 percent, whereas inflation had increased 36
percent. He relayed that his <children had and were
attending public school; he wanted them to have the best
education possible. He discussed that the budget did
i ncl ude nmoney for the BSA, which would total $47.5 mllion.
He believed the budget was fiscally responsible.
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Representative Gattis addressed that she had helped carry
HB 278 the previous session. She had supporting funding
outside of the BSA because the state could afford it at the
time. She stressed that the loss of 60 percent in oi
revenues neant the state was in fiscal circunstances than
the previous year. She agreed with the governor's renova
of the $32 nillion from his proposed budget. She opposed
t he amendnent.

Represent ati ve Kawasaki spoke in support of the anendnent.
He understood that the state was in a deficit. He stated
“that it's not that we don't have the nobney, it's that we
have the wong priorities.” The anendnent addressed that
the oil and gas tax credit fund was funded at 100 percent,
while the school districts were treated differently. He
di scussed that his school district recognized that the year
woul d be chal lenging. He relayed that his district budgeted
for multiple years; it had only accepted federal Anmerican
Recovery and Rei nvestnent Act (ARRA) funding that it could
use in a prudent manner. He furthered that the district had
made 11 cuts in 2010, 5 cuts in 2011, 14 cuts in 2012, 25
cuts in 2013, 65 cuts in 2014, and was set to cut over 100
staff and teachers in the current year. He Dbelieved
custodial staff had been cut conpletely in some of the
district schools. He stated that the anmendnent was a nodest
effort to reprioritize things he and his colleagues
bel i eved in.

3:03:11 PM

Representative Quttenberg relayed that in response to the
recent budget, the Fairbanks North Star Borough Assenbly
had increased the mll rate increase in the borough (the
i ncrease was approximately $100 per $100,000). He pointed
out that there were and would be nore consequences for the
| egi sl ature's actions statew de.

Representative Gara clarified that oil conpanies would be
able to reinvest; they would just have to wait two or three
nmonths for the paynment. He addressed that between 2004 and
2010 there had been annual BSA increases, but education had
been flat funded in the past four years, which had been a
struggle for schools. He agreed that there had been
substantial funding, but nmuch of it had gone towards the
| arge pension debt and school debt reinbursenent. He
rel ayed that classroom funding was starting to |lag behind
inflation al nost on an annual basis.
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Representative Edgnon  observed that the 1issue was
difficult. He explained why he could not support the
anmendnent. First, the conmmttee had voted against a prior
amendnent that pertained to part of the current anendnent.
He communicated his desire to learn nore about the oil and
gas tax credit issue; however, he believed the conmttee
had spoken on the issue. He relayed that he would like to

see all of the funding possible for education; he
represented a rural district where public education was
paranmount. He highlighted that the current bill increased

BSA funding to $47.5 mllion. He reasoned that conprom se
was in the eye of the beholder; he believed the current
bill represented a conprom se.

3:08:44 PM

Co- Chai r Neuman MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

I N FAVOR: Kawasaki, Gara, Guttenberg

OPPCSED: Munoz, Pruitt, Saddler, WIson, Edgnon, Gattis,
Neurman, Thonpson

The MOTI ON t o ADOPT Anmendnment 11 FAILED (3/8).

3:09:41 PM

Co-Chair Thonpson MOVED to ADOPT Anendnent 1 (copy on
file):

OFFERED I N THE HOUSE BY REPRESENTATI VE NEUVAN
TO CSHB 2001(FIN), Draft Version "P"

Page 63, following |ine 28:
Insert a new bill section to read:
"* Sec. 10. PUBLIC EDUCATION FUND. (a) If, and only
if, the appropriation made in sec. 13(b) of this Act
fails to pass wupon an affirmative vote of three-
fourths of the nenbers of each house of the Twenty-
Ninth Alaska State Legislature in the Second Speci al
Sessi on,
(1) the sum of $157,000,000 is appropriated from
the in-state natural gas pipeline fund (AS
31.25.100) to the public education fund (AS
14. 17. 300) ;

House Fi nance Conmmittee 28 05/27/15 10: 01 A M



(2) t he anount necessary, after t he
appropriations made in (1) of this subsection and
in sec. 31, ch. 23, SLA 2015, when added to the
bal ance of the public education fund (AS
14.17.300) on June 30, 2015, to fund the total
amount for the fiscal year ending June 30, 2016,
of state aid calculated under the public school
funding fornula under AS 14.17.410(b), multiplied
by 0.9859, estimated to be $950,555,700, is
appropriated from the general fund to the public
education fund (AS 14.17. 300).
(b) If the anpunt of the appropriation made in (a)(1)
of this section is less than $157,000,000, the
appropriation made in (a)(2) of this section shall be
reduced on a dollar-for-dollar basis, equal to the
amount of the reduction in (a)(1) of this section."”

Renunber the followi ng bill sections accordingly.

Page 66, |ine 5:
Delete "sec. 12(a)"
I nsert "sec. 13(a)"

Page 66, line |1
Delete "sees. 8 - 10"
| nsert "sees. 8 - 11"

Page 66, |ine 13:
Del ete "Sections 26(d), 26(e), and 28"
| nsert "Section 28"

Page 66, |ine 15:
Del ete "Sections 33 and 36"
I nsert "Sections 26(d), 26(e), 33, and 36"

Page 66, |ine 21:
Delete "sec. 12(a)"
I nsert "sec. 13(a)"

Page 66, |ine 23:
Del ete "sec. 13"
| nsert "sec. 14"

Page 66, |ine 24:

Del ete "sec. 13"
| nsert "sec. 14"
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Page 66, |ine 25:
Del ete "sees. 12(a) and (b)"
I nsert "sees. 13(a) and (b)"

Page 66, |ine 27:
Del ete "sees. 12(a) and 15"
I nsert "sees. 13(a) and 16"

Page 66, |ine 28:
Del ete "sees. 12(a) and 15"
I nsert "sees. 13(a) and 16"

Page 66, |ine 29:
Del ete "sec. 16" in both places
Insert "sec. 17" in both places

Page 67, line 1:
Del ete "sec. 13"
| nsert "sec. 14"

Page 67, line 2:
Delete "sec. 12(a)"
| nsert "sec. 13(a)"

Page 67, line 5:
Delete "11"
| nsert "12"

Page 67, line 7:
Delete "11, and 15"
| nsert "12, and 16"

Page 67, |ine 8:
Del ete "sec. 12(b)"
I nsert "sec. 13(b)"

Page 67, followi ng Iine 10:

I nsert a new subsection to read:
"(d) The appropriations nmade in sec. 10 of this
Act are contingent on the failure of the
appropriation made in sec. 13(b) of this Act to
pass upon an affirmative vote of three-fourths of
the nmenbers of each house of the Twenty-N nth
Al aska State Legislature in the Second Special
Session."

Page 67, |ine 11:
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Del ete "Sections 12(a), 13, 17, and 18(a)"
I nsert "Sections 13(a), 14, 18, and 19(a)"

Page 67, |ine 12:
Del ete "Sections 15 and 16"
| nsert "Sections 16 and 17"

Page 67, |ine 13:
Del ete "sees. 19 and 20"
| nsert "sees. 20 and 21"

Co- Chair Neuman OBJECTED for di scussi on.

M. Ecklund noted that the bill had been drafted with many
nmoving parts. Currently the bill reflected that if a three-
guarter vote was obtained, K-12 foundation formula would be
funded at $5,880 (the statutory BSA adopted the prior year
under HB 278); however, if a three-quarter vote was not
obtained, the only funding left for education would be what
was enacted in HB 72 (roughly 28 percent of education
funding). Under Amendnment 1, if the three-quarter vote was
obt ai ned, education would be funded at $5, 880; however, if
the vote was not obtained, education would be funded at the
conference commttee level (a proration of 98.59 percent).
The remainder of the anendnent included conformng and
t echni cal conponents.

Co-Chair Neuman noted that the amendnent would fix a
technical error to ensure that funding was up to the
correct |evel.

Representative Gattis asked what the 98.5 percent figure
equal ed. M. Ecklund replied with 100 percent of the BSA at
$5,880 the foundation program and pupil transportation
woul d equal $1.247 billion; whereas, the proration would be
$16.5 mllion |ess.

Representative CQuttenberg pointed to Iline 6 of the
amendnment that would appropriate $157 mllion from the in-
state natural gas pipeline fund to the public education
fund. He wondered if the amendnent would drain the in-state
natural gas pipeline fund. M. Ecklund replied that the
$157 mllion appropriation would not enpty the fund.

M. Teal noted that $38 m |l lion woul d renmnin.

House Fi nance Conmmittee 31 05/27/15 10: 01 A M



M. Ecklund elaborated that roughly $38 mllion would
remain (after appropriations for FY 16) for the Al aska
Gasline Devel opnent Corporation (AGC) and the Departnent
of Natural Resources.

Representative CQuttenberg asked how the anendnent would
i npact proceeding on the in-state natural gas pipeline
project. He wondered how nuch the reduction would hinder
t he project.

Co- Chai r Neuman replied that he had Ilearned from
di scussions with AGC that the $157 mllion was available
to be used towards funding for the budget. In an effort to
reduce funds appropriated from the General Fund, the noney
woul d be used to assist with funding the total budget.

3:15: 09 PM

Representative Quttenberg was trying to understand how the
w t hdrawal of the funds would inpact the gasline project.
M. Ecklund answered that funding needed for the current
gasline plan would be funded in the FY 16 budget. A
wi t hdrawal of $157 million fromthe gas pipeline fund would
| eave about $28 million that could be used by AGC for sone
purpose; if the agency needed additional funds it would
have to make the request to the |egislature.

Co-Chair Neuman recognized Representative Paul Seaton's
presence in the audience.

Representative Gara referred to page 1, line 6 of the
amendnent. He stated that the Public Education Fund had
previously contained over $1.2 billion to forward fund the
BSA;, however, the funds had been drained earlier in the
year under a different section of the bill. He did not
believe a $157 million deposit into the fund would nmake the
BSA whole (the fund could only be prorated to fund the
BSA) .

M. Teal replied that the Public Education Fund had been
reduced by HB 72; the reduction should |eave approximtely
$123 million in the fund at the end of FY 15. He expl ai ned
that the $123 mllion plus the $157 mllion (appropriated
by the anendnent) plus $950 million (or the anount required
to prorate to 98.59 percent), would fund education at 98.6
percent and |l eave the fund with a zero bal ance.
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Representative Gara asked for verification that all three
anounts were for FY 16. V. Teal replied in the
affirmati ve.

Co- Chair Neuman W THDREW hi s OBJECTI ON.

Representati ve GQuttenberg OBJECTED.

Aroll call vote was taken on the notion.

I N FAVOR: Munoz, Pruitt, Saddler, WIson, Edgnon, Gattis,
Thonpson, Neurman

OPPCSED: Gara, CGuttenberg, Kawasaki

The MOTION to ADOPT Anmendnent 1 PASSED (8/3). There being
NO further OBJECTION, it was so ordered.

3:19:32 PM

Representative Gara MOVED to ADOPT Anmendnent 2 (copy on
file):

OFFERED I N: The House Finance Conmittee
TO HB 2001
OFFERED BY: Representatives Gara, QGuttenberg, Kawasaki

DELETE: $4, 200.0 UGF (1004)

ADD: $556.3 UG (1004) (recurring)
$3, 400 UG- (1004) (one-time build-out)

TOTAL: -$240.0 UG- (1004) (this year)
-$3,640. 0 UGF (1004) (future years)

EXPLANATI ON: The current rent on the Anchorage LIO is
$4.2 million per year. The Atwood building is capable
of hosting the LIO at a fraction of this cost. For a
one-time noving cost of$3.4 nmllion, the annual rent
on the LIO could be reduced by roughly 87 percent.

Co- Chair Neuman OBJECTED.

Representative Gara explained that the |egislature had
received an offer to nove to the Atwiod Building in
Anchorage, which had a nuch lower rent than its current
| ocation [Anchorage Legislative Information O fice Building
(LIO]. He detailed that the lease in LIO building was
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subject to legislative appropriation. He believed the
| egi sl ature should save the nobney and nove to the Atwod
Building; the rent would be roughly $550,000 annually,
whereas rent for the LIO was roughly $4.2 mllion. He
believed there were legislators on both sides of the aisle
who believed the LIO [renovation] had not been the best
investment for the state. The anendnment included an
estimated one-tine noving cost of roughly $3.4 nmillion. The
nmove woul d save approximately $240,000 in the first year
and $3.6 mllion each vyear thereafter. He hoped the
comm ttee woul d consider the cost savings.

Co-Chair Neuman stated that Legislative Council had | ooked
at the issue fairly extensively. He remarked that there
were currently several Jlaw suits. He understood that
Legi sl ative Council had considered the idea, but the |ease
for the LIO had been extended for the current year due to
| aw suits and ot her unknowns.

Represent ati ve Kawasaki spoke in support of the anendnent.
He stated that after renovations the LIO building | ease had
i ncreased from $700,000 to $4.2 million. He believed it was
problematic to hear talk that the state could not afford
things, while sinultaneously the legislature was renting
the nost expensive and |avish office building in downtown
Anchorage. He spoke to the building's lack of parking for
the public. He stated that the anmendnment would give
direction to Legislative Council to transition the
|l egislature to the Atwood Building. He relayed that the
amendnment was not confining, but offered the option if the
| egislature so chose. He reasoned that It seened
unjustifiable to remain in the LIO when the price tag on
the Atwood Building could not be beat. He did not believe
the building was worth seven tinmes the cost of another
bui | di ng.

Co- Chair Neuman asked nenbers to keep personal comments to
t hensel ves.

Representative Guttenberg supported the anendnent. He
relayed that the amendnent would provide a clear economc
savings. He believed the conmttee should comunicate the
i mportance of the issue to Legislative Council.

3:25: 50 PM
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A roll call vote was taken on the notion to adopt Amendnent
2.

IN FAVOR. Gara, Cuttenberg, Kawasaki, Minoz

OPPOSED: Pruitt, Saddler, WIson, Edgnon, Gattis, Neunman,
Thonpson

The MOTI ON to ADOPT Amendment 2 FAILED (4/7).

3:26:50 PM

Represent ati ve Kawasaki MOVED to ADOPT Anendnent 3 (copy on
file):

OFFERED I N: Finance Committee

TG HB 2001

OFFERED BY: Representatives Kawasaki, Guttenberg and
Gara

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON: Publ i ¢ Assi st ance
ALLOCATI ON:  Seni or Benefits Paynent Program

ADD: $5,091.6 UGF (1004)

EXPLANATI ON:  The budget currently cuts benefits to
seniors earning as little as $11,040 per year. The
Seni or Benefits Paynment Program provides vital
suppl emental funding to |owincome seniors that allow
them to stay in their honmes, and afford nedicine and
basic life necessities. The current budget cuts Senior
Benefit paynents by 20 percent to seniors nmaking
bet ween $11, 040 and $25, 760 per year.

Co- Chair Neuman OBJECTED.

Representati ve Kawasaki explained that Amendnment 3 would
restore a cut by the governor to the Senior Benefits
Paynent Program He spoke to growmh in the senior
popul ation. Currently the budget cut benefits to eligible
i ndi vi dual s naking |ess than $11,000 per year. He detailed
that recipients generally were living at hone. He furthered
that recipients helped build the state and deserved
respect. He noted that in the past he had supported
restoring the Senior Longevity Program which had provided
benefit paynments of $125 to $250 per nonth based on a
person's individual income. He had heard nenbers of the
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committee say that there were individuals who were probably
taki ng advantage of the system He severely doubted that
was the case. He relayed that people in his Fairbanks
district were eating Saltine crackers and were vol unteering
in the community in their old age. He believed the
| egi sl ature needed to respect the senior benefits paynent
as was inplenmented two years earlier. He reiterated that
the state's senior population was growi ng; benefits would
be smaller due to the larger recipient pool. He did not
believe a cut to the program made sense when other itens
had been added to the budget.

Vi ce-Chair Saddl er opposed the anendnent. He stated that
t he governor proposed to reduce the item by 20 percent to
include two of three benefit levels. He elaborated that
seniors earning 75 percent of the federal poverty |evel
were protected from cuts and would still receive $250 per
nmonth. He explained that individuals who earned 75 to 100
percent of the federal poverty level had received a 20
percent cut; they would receive $100 per nonth instead of
$125. Ohers would receive $140 instead of $175. He
believed the current budget showed conpassion and reflected
the reality of the state's reduced inconme. He added that
t he program was income-based as opposed to asset-based. He
reasoned that seniors wutilizing the program could have
homes, stock investnent portfolios, and savings that were
not factored into an individual's eligibility. He believed
cost containment was a good idea in light of the increasing
senior population. He opined that the reduction was
responsi bl e.

Representative Gara supported the amendnent. He had never
heard of a senior who had cheated to get into the program
The anmendnent ainmed to protect people who were 25 percent
below the poverty Ilevel. He relayed that the budget
currently cut benefits to seniors making $11,040 per year.
He stressed that the budget cut benefits to a population
wi th increasing needs for healthcare. He expounded that the
i ndividuals often could not afford nedicine, could only buy
limted groceries, and had difficulty affording clothing
and rent. He stated that a nursing hone cost sonewhere
around $30,000 per year; the individuals under discussion
could not afford the cost. He had a difficult time cutting
the budget on the backs of seniors. He remarked that the
Longevity Bonus Program had already been elimnated in the
past; the Senior Benefits Paynment Program had been
i npl enented as a replacenent. He believed it was possible

House Fi nance Conmmittee 36 05/27/15 10: 01 A M



to make smart cuts, but did not believe the senior benefit
program should be one of them He reasoned that the
reduction was a significant burden for sonmeone making 25
percent |ess than poverty |evel.

3:34: 44 PM

Co-Chair Neuman noted that there had been many very
difficult cuts to nake. He spoke to the need to maintain
essential services such as corrections, safety, and other.
He stated that the bottom line was that the price of oil
had fallen dramatically. He MAI NTAI NED his OBJECTI ON

Aroll call vote was taken on the notion.

I N FAVOR: Guttenberg, Kawasaki, Gara, Minoz, Gara

OPPOSED: Gattis, Pruitt, Saddler, WIson, Edgnon, Neuman,
Thonpson

The MOTI ON to ADOPT Anendnent 3 FAILED (4/7).

3:36: 33 PM

Representative Gara MOVED to ADOPT Anendnent 4 (copy on
file):

OFFERED I N: The House Finance Conmittee

TG HB 2001

OFFERED BY: Representatives Gara, Quttenberg, Kawasaki
DEPARTMENT: Education and Early Devel opnent
APPROPRI ATI ON: Teachi ng and Learni ng Support
ALLCCATI ON: Early Learni ng Coordi nation

ADD. $750.0 UGF (1004)

EXPLANATI ON: Parents as Teachers was passed as a bill
by the Legislature because it is the npbst cost-
effective way to provide Pre-K to young children, and
is proven to save states noney by graduating nore
students, reducing social service and crimnal costs,
and increasing a student's future earning potential
and educational attainnment.

DEPARTMENT: Education and Early Devel opnent

APPROPRI ATI ON: Teachi ng and Learni ng Support
ALLCCATI ON: Pre-Kindergarten G ants
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ADD: $2,000.0 UGF (1004)

EXPLANATI ON. Retains FY 15 Pre-K Grants funding |evel.
Alaska is one of the few states without a statew de
Pre-K. In 2007 the state started a pilot $2 mllion
Pre-K program intending to reach nore children as its
success was proven. That has occurred.

Co- Chair Neuman OBJECTED for di scussi on.

Representative Kawasaki discussed that the amendnent had
been offered in the past. He spoke to the success of early
education; <children who receive a high-quality early
education system graduated in higher nunbers (44 percent
hi gher), had reduced teen pregnancy rates (50 percent
lower), were less likely to serve jail tinme, and were 33
percent less likely to commt a violent crine. He relayed
that a pilot Pre-K program had been introduced a few years
earlier, which made Al aska the 42nd state to inplenent a
Pre-K pilot program He conmunicated that the program had
been successful, especially for children living in rural
areas. He spoke to increased performance outcones; 18
percent noved fromthe bottomtwo quartiles to the top two.
He felt that with the budget issue expansion of the program
was unlikely, but he believed the mssion of early
education should be continued. Secondly, the anendnent
restored funding for the Parents as Teachers program He
relayed that the program was one of the highlights under
the fornmer CGovernor Sarah Palin's adm nistration. He
comuni cated that M ssouri had pioneered the program in
1981 with the goal of getting parents nore involved in
children's |ives.

3:39: 29 PM

Representative Gattis spoke in opposition to the anmendnent.
She remarked that the amendnents had been offered
previously in the House Finance Conmittee and on the House
floor. She relayed that the prograns were included in the
finance subconmittee she chaired (Departnment of Education
and Early Devel opnment). She stated that during a tinme of
cuts it was necessary to |look at extra prograns. She
believed the Parents as Teachers program was positive, but
that the state could not afford it. The subcommttee had
determ ned whet her progranms were constitutionally nmandated.
She stated that the Pre-K prograns were pilot prograns. She
di sputed the fact that data showing the programis success
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was available. She added that the federally nandated Head
Start program was still in place. She remarked that there
were many great prograns, but the state did not have the
noney.

Co- Chair Neuman MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, CQuttenberg, Kawasaki

OPPCSED: Saddl er, WIson, Edgnon, Gattis, Minoz, Thonpson,
Neuman

Representative Pruitt was absent fromthe vote.

The MOTI ON to ADOPT Amendment 4 FAILED (3/7).

3:42: 38 PM

Representative Gara MOVED to ADOPT Anendnent 5:

OFFERED I N: The House Finance Conmttee

TO HB 2001

OFFERED BY: Representatives Gara, Quttenberg, Kawasaki
DEPARTMENT: Heal th and Soci al Services

APPROPRI ATION: O fice of Children's Services

ALLOCATI ON: Front Line Social Wrkers

ADD: $2,726.7 UGF (1004); $681.7 Fed (1002)
POSI TIONS: ADD: 23 PFT positions

EXPLANATION: The Ofice of Children's Services was
able to discover a source of previously unused Federal
TANF funds for Child Advocacy Centers. The Ofice
suggested using the freed-up G- noney to address the
crisis-level short staffing in front |ine caseworkers,
for no net state budget increase. The Ofice of
Children's Services suffers from a severe shortage of
Front Line Caseworkers, and ILP staff who help youth
succeed as adults with job training and education. The
caseload in Anchorage and the Matsu is 70 percent
hi gher than the national standard. A caseworker was
recently assigned 79 foster youth in 45 different
rural Alaskan villages. The director of Children's
Services has testified that under the current |evel of
funding, "children will, in fact, die."” Adding these
positions wll get wus part of the way to the
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recommendations in the 2012 study that reconmended 45
new positions at OCS. Since that 2012 study, we have
seen an increase of 600 foster youth, meaning that our
front line social workers are now even further behind

The additional federal receipt authority is due to a
20% federal match on the $2,726.7 devoted to front
I ine social workers.

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATION: Office of Children's Services
ALLOCATI ON: Fami |y Preservation

ADD: $211.3 UGF (1004)

EXPLANATI ON: This adds $211.3 G- to Enpl oynent
Trai ni ng Vouchers. The funds are going to assist youth
aging out of foster care in attending job training
progr ans, conti nued educat i on and post secondary
education, so that they can successfully transition
into being independent adults who do not need to rely
on expensive state services.

Co- Chair Neuman OBJECTED.

Representative Gara explained that Amendnment 5 was cost
neutral to the previous year. The anendnent would use $2.9
mllion of General Fund noney that had been freed up in the
Department of Health and Social Services (DHSS). He
detailed that the departnent had qualified for previously
unused federal Tenporary Assistance for Needy Famlies
(TANF) funds for <child advocacy centers. The centers
provi ded help to children who were victins of sexual abuse.
He relayed that DHSS had brought the savings to his
attention. He believed the funds offered the one chance at
no additional cost fromthe prior year to nake substantia
progress towards protecting children without famlies or
who were victinms of sexual abuse. He shared that a study
had been published in 2012; at the time there had been 780
foster youth. The study had determned the state was
roughly 45 to 50 staff short to do the work needed to get
children into permanent |oving honmes, and to conduct
investigations to see if a child was in an abusive or
dangerous situation. He relayed that since the tine of the
study the problem had only worsened; 10 support staff had
been added the previous year, but the nunber of foster
yout h had i ncreased to 2, 500.
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Representative Gara highlighted that a caseworker in
Fai rbanks had 30 cases; the recommended national standard
was 12 famlies. He explained that the main goal in the
foster care systemwas to reunite a child with their famly
if appropriate or into a permanent hone. However, due to
such large casel oads, social workers were not able to work
through cases to find children permanent famlies. He
stressed that subsequently, children who were already
damaged from being separated fromtheir famly were further
damaged every tinme they were noved to another unfamliar
home. He enphasized that many of the children lived in as
many as 20 different homes, which was no way to raise a
child. He asked nmenbers to consider whether they would want
their own child to live in 10 or 20 hones. He stated that
"“...these are our children. W are the |egal guardians of
children once we take them out of their hones. Wen we take
them out of their hones, it's our job to neke sure they
earn the chance at a fair shake in life to succeed."

Representative Gara stressed that Amendnent 5 offered the
one chance at no additional GCeneral Fund cost over the
prior year to nmake a good inroads towards fixing a system
that was badly understaffed. He pointed out that the head
of the Ofice of Children's Services (OCS) had recently
received a national award in recognition for her work. He
di scussed that the office had been 50 staff short, but wth
the rise in foster youth, the nunber was higher. He
detailed that when casel oads were high, social workers were
unable to make their visits once every 30 days, detect
signs of abuse or neglect, and get children into pernmanent
homes. The national standard to get a child into a
per manent hone was 12 to 24 nonths; however, many children
in Al aska spent 5 to 15 years in the foster care system He
enphasi zed that the length of tinme was al nbst inhumane. He
believed the anendnent would mnmeke significant progress
towards making 2,500 lives better. The anendnent had a high
inmpact with no additional cost over the previous year. He
pointed to recent testinmony from the OCS director that
under current staffing levels the worst outconme was that
kids would die due to unmet needs and the state's inability
to reach them quickly enough. He relayed that the children
suffered from very high Adverse Childhood Experiences
scores, which worsened every tine they were noved into

anot her hone. He added that nental illness worsened wth
every nove as well. He reasoned that children may |ose
their lives later on if depression rose to a level they

could not handle. He knew a child in the system who had
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been suicidal; with the departnent's assistance the child
had received the needed help. The noney to hire 80 socia

workers was not available; additionally, the departnent
would be unable to absorb the nunber in one year. The
amendnment would allow for the hire of 28 social workers. He
spoke to the high social worker burnout rate caused by high
casel oads. He renmarked that it was not possible to nake a
baseball team better if it only had 5 or 6 players;

currently OCS had no one in the "outfield." He wondered how
the agency could win a gane under the circunstances. The
anmendnent would help foster youth succeed and woul d reduce
the 40 percent honelessness rate (the figure included 20
percent who "couch surf"). He noted that the federal

definition of honmel essness no longer included couch
surfing. Additionally, 27 percent of the youths ended up in
jail costing the state noney. He added that if children
were placed in permanent hones the state would not have to
pay the $30 daily fee to a foster famly ($12,000 per
year). The current lack in staff was costing the state
money and doing danmage to children. He stressed that the
anendnent woul d save noney by providing better outcones for
the youths; youths would go to jail in [ower nunbers,

graduate high school in higher nunmbers, and other. He did
not know how a price tag could be put on the consequences
of not being able to detect child abuse.

3:52:38 PM

Representative Gara continued discussing the anendnent. He
underscored that the anmendnent would nake a difference in
children's [Iives. He stressed that it would protect
children who do not have a chance in the world. He
communi cated that he would not have brought the anmendnent
forward if the departnent had not cone to him with $2.9
mllion in freed up general funds (the figure was $2.7
mllion with $681,000 in federal matching noney). The
amendnent would also designate $211,000 to Enploynent
Trai ni ng Vouchers, which would allow OCS to assist youths
aging out of the foster care system (aged 16 to 23) in
attending job training prograns, continued education, and
other. The foster youth nunber had increased, which had
i ncreased the need for the enploynent training vouchers.

Representative Mmnoz wondered if the federal noney had
al ready been freed up and applied to advocacy centers.
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Representative Gara replied that the federal governnment had
agreed to let DHSS use the noney for <child advocacy
centers, which was currently underway.

Co- Chair Neuman stated that the TANF noney received by OCS
was for child advocacy centers. The agency had received
one-time bonus funds. He believed it was interesting that
the director of OCS had not approached him wth the
information. He stated that child advocacy centers would
still need funding, but instead the departnent had deci ded
to nove the funds over to OCS. He did not know why. He how
using one-tinme funds for OCS was the right solution. He
stated that in the future the departnment should go to the
chair if it wanted to nove freed up funds around. He stated
that the situation resulted in his effort to |ook for
funding for the advocacy centers.

Representative Minoz renmarked that when the conmittee had
| ooked at the DHSS budget she recalled there had been
approxi mately 65 vacant frontline service positions due to
difficulty in recruitnent and retention.

Representative Gara replied that the vacancy nunber was
down to 15; however, there would continue to be unfilled
positions as long as high casel oads caused worker burnout.
He rel ayed that the TANF funds cane in on an annual basis.

Representative WIlson was opposed to the anendnent. She was
concerned the OCS director had testified that children
would die wthout the funds. She remarked that the
departnent had not subsequently been able to provide any
information to support the statenent. She discussed that
DHSS did rate incomng calls with the nost serious calls
taking first priority. She found it surprising that the
di vision had reduced its vacancies from 60 to 15 in a few
weeks' tinme. She remarked on the state's process related to
foster youths; nmany children were sent out of state and did
not go to in-state relatives. She was concerned by the
i ssue. She stated that noney did not solve everything. She
opined that the system contained numerous problens the
state needed to face. She believed the state was taking
kids it should not. She elaborated that every parent was
not perfect. She continued that if the state was nore
supportive of parents and keeping children at home there
woul d be fewer in the foster care system Additionally, she
believed the state needed to treat foster parents better.
She stressed that it was not only about the noney. She
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remarked "we all care about kids, but we want them to stay
with the parents first."” She reasoned that the state needed
to do better with parents as well. She reiterated her
concern about the departnent's statenment w thout any backup
dat a.

4:01:17 PM

Co- Chair Thonpson spoke to the $2.9 mllion in TANF funds
that would enable DHSS to hire 23 additional positions,
which was only about 50 percent of the nunber needed. He
referred to a simlar anmendnent Representative Gara had
offered during the normal budget process. He comruni cated
that he had |later agreed wth Representative Gara that the
funds would be well spent on increasing the nunber of
positions. He had commtted to work hard to try to fund the
positions. He had worked wth the Senate, which had put the
positions back into the budget; however, the funding had
been renoved during the conference commttee process. He
did not want to see funds added to the budget, but he had
commtted to Representative Gara that he would work on the
i ssue. He comuni cated that he would vote in support of the
amendment .

Vice-Chair Saddler remarked that the anendnent had been
offered multiple tines in the past. He addressed the $2.9
mllion in TANF funds and stated that through the conmttee
and House floor process the legislature had decided that
any savings should be banked. He reasoned that the funds
may not represent an increase from the prior year, but it
was real noney in the tine of a deficit. He el aborated that
the state spent nearly $53 mllion on OCS frontline soci al
wor kers, which represented a significant investnent going
t owar ds st rengt heni ng famlies and preventing t he
m streatnment of children. He shared that the budget had
i ncluded $250,000 for three additional frontline social

workers given the state's limted financial resources. He
guesti oned whether there would be enough people to fill the
numerous positions if the anmendnent passed. He believed
that the departnment's ability to locate alnost $3 million

in savings after the budget subcommttee process was an
indicator that there may be nore savings in departnents
that the legislature did not know about; it gave him hope
that wunallocated reductions would be backfilled. He
addressed the statenent that sone kids may die w thout the
additional funding. He asserted that people may die if
other areas were not funded such as the Al aska State
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Tr oopers, r oad mai nt enance, sui ci de prevention
correctional officers, and behavioral health services and
drug treatnent. He did not take the issue lightly and
remarked that to inply that opposition to the amendnent
represented support of a child dying was a terrible thing.
He shared that he had lost one of his own children. He
concluded that no nmatter what was spent, it was not
possi ble to keep everybody safe.

4:05:18 PM

Co- Chair Neuman MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the notion.

| N FAVOR: Edgnon, Gar a, Gut t enber g, Kawasaki , Minoz,
Thonpson
OPPCSED: W son, Gattis, Pruitt, Saddler, Neuman

The MOTION to ADOPT Amendnent 5 PASSED (6/5). There being
NO further OBJECTIQN, it was so ordered. [Note: action on
the anendnent was rescinded later in the neeting and a
subsequent vote to adopt the anendnent failed. See 6:45
p.m for detail.]

4:06:17 PM
AT EASE

4:14: 08 PM
RECONVENED

Representative Quttenberg MOVED to ADOPT Amendnent 6 (copy
on file):

OFFERED I N: The House Finance Conmittee

TG HB 2001

OFFERED BY: Representatives Kawasaki, Guttenberg and
Gar a

DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON:  Vari ous

ADD: $7,000.0 UGF (1004)
EXPLANATI ON:

The current budget proposal includes roughly $30
mllion in cuts already. W need a University that can
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train a vibrant workforce, diversify the econony, and
gi ve peopl e opportunity.

Co- Chair Neuman OBJECTED.

Representative Quttenberg explained the anendnent that
sought to restore $7 nmillion to the University of Al aska
budget. He detailed that the budget was allocated to the
university system by its Board of Regents. He relayed that
the university had terned the total cuts as devastating
[the current budget included roughly $30 million in cuts to
the university]. He remarked that it would be the
engi neers, architects, biologists, and other who would
contribute to mai nt ai ni ng t he university's vi br ant
community. He stressed that the amendnment would enable the
university to nove forward and remain functional.

Representative Kawasaki supported the anendnent, which
represented a conprom se. He relayed that according to the
University of Alaska the anount reflected roughly 100
direct jobs wthin the wuniversity system (300 indirect
j obs). He addressed the <cost and relayed that the
university was nore than a training school; it provided a
full education, vocational technology training, career
advancenent, and was a higher education institution. He
stated that the wuniversity was world renowned for its
academi cs. He el aborated that the National Sci ence
Foundation | ooked particularly to the University of Al aska
Fai rbanks (UAF) for research on the Arctic. He believed
that at a tinme when research in the Arctic was at an all-
time high the state needed an institution that was able to
advance the issues. He reiterated that the anmendnent
offered a conpromse to add back a small portion of the
budget. He stated that it was witten into the state

constitution that the Jlegislature should fund the
uni versity. He noted that the wuniversity had nade
conpromises wthin its own budget process including

increased tuition rates, book rates, and housing costs. He
remarked that the increases had inpacted the nunber of
students who could attend. He believed further cuts would
be bad for the university as a whol e.

4:19:17 PM

Representative WIson spoke against the anmendnent. She
shared that she had chaired the university budget
subcomm ttee. She detailed that the university had over 400
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buildings to nmaintain. She agreed that it was in the
constitution, but the constitution did not specify that the
| egislature had to fund over $300 mllion. She rel ayed that
the university brought in over $900 million in revenue. She
was di sappointed to learn that education accounted for the
smal l est portion of the wuniversity's costs. She stressed
that over 50 wuniversity enployees earned nore than the
governor; she believed the nunber was high. She noted that
the university had three systens, which she believed was
unnecessary based on Al aska's popul ation. She believed the
uni versity brought students through the door but did not
bring them out the other side. She believed if nore
students graduated the university would recoup sone of the
funds. She remarked that the wuniversity had spent $9.1
mllion on a | ocker room She contested that the university
should have the ability to locate $7 mllion in savings if
it could spent $9.1 mllion on a |ocker room She believed
the university was great, but that it needed to learn to
fly on its own. She spoke to slimmng down costs and
utilizing resources such as internet | ear ni ng. She
supported working with the university to keep nore kids in
school. She added that the state also funded schol arships
for students.

4:21:34 PM

Co- Chair Neuman MAI NTAI NED hi s OBJECTI ON

Aroll call vote was taken on the notion.

IN FAVOR. Gara, CQuttenberg, Kawasaki

OPPCSED: Edgnmon, Gattis, Minoz, Pruitt, Saddler, WIson,
Neuman, Thonpson

The MOTI ON FAI LED (3/8).

Co- Chair Neunman acknow edged Representative Jim Colver in
t he room

4:22:36 PM

Representative Gara MOVED to ADOPT Anmendnent 7 (copy on
file):

OFFERED I N: The House Fi nance Comm tt ee

TO HB 2001
OFFERED BY: Representatives Gara, CQuttenberg, Kawasaki
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I nsert a new section to read:

“"(c) $6 nllion of the unexpended and unobligated
bal ances, estinated to be a total of $6,681, 700, of
the appropriations made in sec. 4, ch. 16 SLA 2013
page 105, lines 20-24, and sec. 4, ch. 18, SLA 2014,
page 87, lines 10-11, and without elimnation of any
departnment positions, |apses to the general fund on
June 30, 2015."

EXPLANATI ON: This causes the available general fund
bal ance appropriated to Susitna-Watana Hydroelectric
projects to lapse into the general fund. The Susitna
Dam woul d serve the sane custoners as the two gasline
projects being considered by the State at this tine,
and all three projects will bring excess power to the
rail belt. This anendnment wthdraws the remaining
unobl igated funds with appropriated to the Susitna Dam
in a tinme of budget shortfalls. This |apse does not
af fect any positions at DCCED

Co- Chair Neuman OBJECTED.

Representative Gara explained that the anendment would put
$6 mllion of a $6.6 million increment appropriated to the
Susi t na- WAt ana Hydroel ectric project back into the genera
fund. He relayed that the anmendnment would not result in any
cuts to Alaska Energy Authority (AEA) staff managing the
project. He did not believe the state would have the nopney
for the project any time soon; the state's priority was the
gasline and to determne how to get |low and stable cost
power to Alaskans. He believed there was no reason to pay
for two projects that would serve the sane people. He
believed it was a smart savi ngs.

Representative Pruitt spoke against the anendnent. He
stated that the project was a pay now or pay |later
scenario. He reasoned that if it had been conpleted when
the project had been initially discussed in the 1980s
Fai rbanks would not have needed additional help in the
current year. He did not think it nmade sense to pull the
noney away because he anticipated that the state would be
| ooking at the project again in the future. He stated that
much noney had been invested in the project over tinme and
every time the state pulled back it ended up increasing the
cost. He noted that the project was progressing towards the
perm tting phase.
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Represent ati ve Kawasaki supported the anendnment. He stated
that according to AEA' s response to Admnistrative Oder
271 that would stop work, it would still require an
additional $102 nmillion in an integrative |icensing process
to get to the point of obtaining a project permt. He
believed the project may be a good idea if the |egislature
could locate $102 million immediately. He had supported the
project, but in the budget deficit situation, it was
difficult to say that the state could justify spending even
$6 mllion nore (essentially the same cost as the senior
benefits progran). He reasoned that the project would cost
approximately $5 billion to $6 billion to construct. He
believed the project was too large. He -equated the
situation to a legislator planning their 14 bedroom mansi on
even though it was not affordable. He believed it was
prudent to pull the noney back before spending another $102
mllion to reach the permtting process.

4:27: 00 PM

Vi ce-Chair Saddl er opposed the anendnent. He received his
electricity from a hydroelectric dam at Eklutna Lake and
natural gas from Cook Inlet through Enstar. He believed
that in Alaska it could nmake sense to have a nultitude of
energy sources. He advised areas that relied on a single
energy source (e.g. Fairbanks' reliance on fuel oil) to
keep the idea in mnd. He noted that the new UAF power
pl ant had | ocated $260 million to produce energy.

Co- Chair Neuman MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, CQuttenberg, Kawasaki

OPPOCSED: Gattis, Minoz, Pruitt, Saddler, WIson, Edgnon,
Thonpson, Neuman

The MOTI ON FAI LED (3/8).

4:28:24 PM

Representative Gara MOVED to ADOPT Anendnent 8 (copy on
file):

OFFERED I N: The House Fi nance Committee
TO HB 2001
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OFFERED BY: Representatives Gara, Quttenberg, Kawasaki
DEPARTMENT: Unal | ocat ed

ADD: $29, 800. 0 UGF (1004)

LANGUAGE: Del ete Page 25, lines 24-25

EXPLANATI ON:  This anendnent renoves the wunall ocated
statew de cut that will result in the loss of jobs and
i nportant state services.

Co- Chair Neuman OBJECTED.

Representative Gara explained that the anmendnent would
remove the $29.8 million unallocated cut to state agencies
proposed in the comittee substitute. He agreed wth
honoring the state's agreenents to state enployee wage
contracts, but he did not agree that it should be done with
the condition of a $29.8 mllion wunallocated cut (in
addition to the $389 mllion budget cuts). He pointed out
that the admnistration had not identified where the cuts
woul d cone from He stated that the cut would result in the
| oss of jobs and inportant state services. He renmarked that
the current budget would already result in the |oss of over
500 jobs. He reasoned that it would cost $15 mllion to $17
mllion to honor the wage agreenents. He agreed wth
honoring the commtnents and believed that future wage
contracts would be nuch nore conservative. He stressed that
the wunallocated cut would create significant uncertainty.
He believed it would be like giving a partial pink slip to
all state enployees because no one knew which jobs would
di sappear. He did not believe the cut was necessary. He
woul d gladly accept savings resulting from cheaper office
space.

Co- Chair Neuman understood that the $30 million would have
to be absorbed by the departnents. He al so understood that
the following year would be nmuch nore difficult. He
remarked that it would be harder to |look at the DHSS and
DEED budgets. He underscored that the state was still at a
$3.1 billion deficit. He pointed out that budget costs
added up. He spoke to the difficult decision he had nmade
related to cuts to itens like OCS, Pre-K, the university,
and other. He noted that the decisions had not been easy
for anyone. He knew the cut was sonmething that had to be
done. He stressed that the legislature could not continue
to dip into funds that were nuch needed across the state
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for itens |like troopers and other. He MAINTAINED his
OBJECTI ON.

4:34:49 PM

Representative (Quttenberg spoke in support of t he
anendnent. He opposed the unallocated nature of the cut. He
el aborated that it was the responsibility of t he

| egislature to target and understand which prograns it cut.

He enphasized that the cuts could go anywhere to any
program He stressed that the cut was not the only
unal | ocat ed cut t he | egi sl ature had gi ven t he
adm nistration. He would prefer to know and argue about

what exactly the legislature was doing and where noney was
being taken from (e.g. from oil and gas permtting, the
mari ne highway, the wuniversity, or other). Hs primry
objection was t hat unal l ocated cuts abdi cated the
| egislature's direct responsibility.

Co- Chair Neunman acknow edged that there were huge
reductions in the budget. The unallocated cut reflected an
effort to give the admnistration some room to absorb the
cuts.

Representati ve Kawasaki spoke in support of the anendnent.
He pointed out that the budget item issue was one that was
supported by the House. He cited earlier testinony from OVB
that an additional $30 mllion added to the existing $300
mllion cut would include layoffs and a decrease in
services. Additionally, OVB had testified that it did not
know how t he cuts woul d be handl ed.

4:38: 04 PM

A roll call vote was taken on the notion.

I N FAVOR: Guttenberg, Kawasaki, Gara

OPPCSED: Gattis, Munoz, Pruitt, Saddler, WIson, Edgnon,
Neuman, Thonpson

The MOTION to ADOPT Anendnment 8 FAILED (3/8).

4:39:05 PM

Representative Gara MOVED to ADOPT Anmendnent 9 (copy on
file):
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OFFERED I N: The House Finance Conmittee

TG HB 2001

OFFERED BY: Representatives Kawasaki, Guttenberg and
Gar a

DEPARTMENT: Transportation and Public Facilities
APPROPRI ATI ON: Mari ne Hi ghway System

ALLOCATI ON:  Vari ous

ADD: $5, 000.0 UGF (1004)

EXPLANATI ON:  Under the existing budget, conmunities
this winter may be reduced to bi-nmonthly service.
There will be limted vessels available due to |ay-
ups, which neans that if vessels go in for unexpected
repairs, there could be severe service interruptions.
Two trips to the Aleutian chain to transport gear and
supplies for fisheries in the spring could be lost. A
sl ower step-down will allow the Marine H ghway System
to better-analyze possible comercial and passenger
fare increases.

Co- Chair Neuman OBJECTED.

Representative Gara explained the amendnent that would
partially reinstate funds to the Alaska Marine H ghway
System (AVHS). He renarked that Governor Wl ker planned to
conb through the AVHS budget to |ocate where gradual cuts
could be mde. He believed cuts were too deep in the
current budget. He detailed that under the existing budget
some comunities may be reduced from nonthly down to bi-
monthly service during the winter nonths. He elaborated
that sone service could be canceled if vessels had to go in
for unexpected repairs. Additionally, trips to the Aleutian
chain may be lost in the beginning of fishing season. He
expressed concern that the cuts could negatively inpact
busi ness such as crab and other fisheries in the Al eutians.
He supported a slower step-down of funds that would allow
the administration to analyze whether fare increases may
hel p. The adm nistrati on had expressed concern that another
fare increase may reduce ridership. He indicated that a
nore gradual decent in funding was preferred. He understood
the need to gain control of the budget, but the anendnent
woul d still result in a cut to AVHS.

4:41: 27 PM
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Co- Chair Thonpson spoke in opposition to the anendnent. He
indicated he was the chairman of the Departnent of
Transportation and Public Facilities (DOT) budget. He
di scussed that nmuch work had gone into determ ning how to
reduce state spending. He reported that ridership and
passenger vehicles only brought in about 30 percent of the
cost of running the system He detailed that the
subcommi ttee had | ooked at everything wthin the
departnment, including funds for state highways, airports,
and the ferry system He elaborated that the subconmttee
had tried to cone up with funding fromthe fuel trigger to
of fset some of the reductions. He had comunicated to DOT
that it would have to work hard with the subconmttee over
the sumer to figure out how to streamine and change how
the ferry system operated. He stressed that wth the
state's $3.2 billion deficit it could not afford the
current system He stressed that the state was in desperate
times and it had to come up with ways to keep costs down.

Representative Minoz supported the anendnent. She relayed
that she had recently net with the head of the ferry system
and had | earned that Taku sailings would be drastically cut
back beginning on July 1, 2015. She had been under the
i npression that sumer sailings would not be inpacted by
the budget; however, t hat was  not the case. She
communi cated that the decrease inpacted Southeast Al aska's
communities. She detailed that Angoon, Tenekee, Pelican,
Hoonah, and CGustavus all relied on ferry service.

Representative Quttenberg noted that there were no ferries
to Fox or Ester, but he reasoned that conmunities in other
areas relied on ferries for economc needs. He stressed
that Al aska had nore coastline than the entire the U S He
di scussed the inportance of the delivery of goods to
communities on the ferry system Additionally, schools
relied on the ferry for transportation of sports teans. He
enphasi zed that comrerce relied on the schedule that had
been set for the current year. He stated that the |oss of
$5 million woul d hurt busi ness and t he econony
significantly. He believed the AVHS should have the ability
to live up to its contract for the year. He remarked that
the schedule for the following year would need to be
significantly curtailed. He opined that the state was
obligated to live up to the schedule for the current year
for businesses, comunities, residents, and tourists.

4:47: 36 PM
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Co-Chair Neuman added that there had been excess fuel
trigger funds leftover in the current year. He explained
that fuel costs had decreased due to the drop in oil price,
which had resulted in excess fuel trigger funds. He had
worked with DOA and OVB to put the extra funds back into
the ferry system He relayed that DOT had testified that $7
mllion was needed due to prior obligations; the fuel
trigger funds had provided $5.5 mllion and an additiona
$2.3 million in undesignated general funds had been added.
He noted that the funds had exceeded the $7 million figure.
Additionally, nmoney from the head tax collected in port
communities had been utilized. He had recently spoken wth
the DOT comm ssioner, who had communi cated that they could
work with the current budget. He remarked that there had
been a delay in the ferry system because one of the
Sout heast ferries was receiving standard repair in
Ket chi kan. He had asked the DOI comm ssioner if routes
would be inpacted and if the system could get by. He
reported that the comm ssioner had told him he thought the
ferry system woul d get by.

Representati ve Munoz clarified t hat a del ayed
rehabilitation schedule for one of the snaller vessels was
causing the ferry to be laid up for another nonth, but that
was not the Taku she had referred to earlier. She
el aborated that the Taku was scheduled to sail north from
Bel | i ngham WA, but the service would be drastically cut as
of July 1.

4:51:49 PM

Co- Chair Neuman MAI NTAI NED hi s OBJECTI ON
Aroll call vote was taken on the noti on.

I N FAVOR: Guttenberg, Kawasaki, Minoz, Gara, Edgnon
OPPCSED: Pruitt, Saddler, WIlson, Gattis, Thonpson, Neuman

The MOTI ON FAI LED (5/6).

4:52:56 PM

Representati ve Kawasaki MOVED to ADOPT Anendnent 12 (copy
on file):

OFFERED I N: Fi nance Comm ttee
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TGO HB2001

OFFERED BY: Representatives Kawasaki, Guttenberg and
Gar a

DEPARTMENT: Heal th and Soci al Services/ Unal | ocat ed
APPROPRI ATI ON: Unal | ocat ed

ADD: $2,000.0 UGF (1004), contingent
DELETE: $2,000.0 UGF (1004)

EXPLANATI ON: The adm ni strati on shoul d seek to

identify up to $2 mllion in cuts across departnents.
This will give the administration nore flexibility to
make cuts in ot her departnents, shoul d t he
adm nistration decide that they will be less harnfu

than wunallocated cuts to HSS. The adm nistration is
still free to place the unallocated cut entirely on

HSS, so this is a revenue-neutral anendnent that only
adds flexibility.

Co- Chair Neuman OBJECTED.

Representative Gara stated that Amendnment 12 was a no-cost
anendnent. He planned to withdraw the anmendnment if there
was not support. He discussed that there had been deep
unal | ocated cuts to DHSS. He explained that the departnent
had a choice of five or six areas it could apply the cuts
to; he believed the amobunt was roughly $5 nmillion to $6
mllion (identified divisions included the Ofice of
Children's Services, the Division of Behavioral Health
Services, and other). He noted that the |egislature had
been unable to identify where the department should cut and
had asked the departnent to make the cuts. He remarked that
all divisions wthin behavioral health helped people who
were down on their luck, chances in life, or health. The
departnment had conmunicated that the cuts nmade to the
specific division were too deep for it to absorb w thout
harm He detailed that the anendnent specified that the
adm ni stration should seek to identify up to $2 mllion in
cuts across departnents. The adm nistration would still be
free to place the wunallocated cut entirely on DHSS. He
el aborated that the anmendnent would give the adm nistration
nore flexibility to nake cuts in other departnents, should
the adm nistration decide that they should be |ess harnfu

t han unal | ocated cuts to DHSS.
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Co- Chair Neuman was confused by the anendnent. He stated
that the unallocated reductions were $29.8 million that the
adm ni stration could chose to nake them anywhere. He stated
that there was no direction specifying that any specific
anount had to go to a particular departnment. He wondered if
t he amendnent pertained to a $2 mllion cut in addition to
the $29.8 mllion. He believed the anendnent was
duplicative because departnments could already spread cuts
how they chose. He noted that Representative Quttenberg had
brought up that maybe departnments should not be able to do
so. He remarked that the goal had been to allow sone
di scretion to departnments to deal with sonme | arge cuts.

Representative Gara MOVED a conceptual anendnent that would
allow the administration to elect to take $2 mllion of the
unal | ocated cuts to DHSS anywhere in the executive branch

He explained that the figure was not an additional cut; it
pertained to $2 mllion of an existing unallocated cut to
DHSS. The anendnment would give the admnistration the
flexibility to elect to apply the cut outside of the
depart nment.

Co- Chair Neuman asked if the anmount was $2.9 the depart nent
had been gi ven back.

Representative Gara answered in the negative. He explained
that the anmendnment was cost-neutral. He detailed that for
$2 mllion of the wunallocated cuts applied to DHSS, the
adm ni stration would have the power to decide where in the
executive branch to apply the cut.

4:58: 55 PM

Co-Chair Neunan countered that the cuts were not nmandated
to cone from DHSS.

Representative Gara stated that the anendnent was not

related to the $30 million in unallocated cuts discussed
earlier in the neeting. He explained that there were
roughly $5 nmillion to $6 mllion in unallocated cuts to

DHSS in the budget before the commttee. He stressed that
t he departnent had communicated it was unable to absorb the
cuts without harm ng people. The anendnent woul d enabl e the
adm nistration to allocate $2 nmllion of the cuts to
anot her departnent. The purpose of the anendnent was to
enable the admnistration to apply the cuts in the |east
har nful pl ace.
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Co- Chai r Neuman MAI NTAI NED hi s OBJECTI ON.

Vi ce-Chair Saddler thought the anendnent was contrary to
Amendrent 8 that had been put forward by the same sponsors.
He remarked that Anmendnent 8 stated that wunallocated cuts
resulted in lost jobs and reduced state services. He asked
for clarity.

Representative Cuttenberg answered that the Anmendnent 12
specified that cuts could be taken from sonmepl ace el se.

Representative Gara clarified that he did not |Ilike
unal | ocated cuts and that the amendnent did not propose to
add that any unallocated cuts. The anendnent's goal would
enable the adnministration to decrease unallocated cuts to
DHSS and to apply them wherever it chose.
Co- Chai r Neuman MAI NTAI NED hi s OBJECTI ON.
Representati ve Gara W THDREW Anendnent 12.

5:02: 05 PM

Representative Gara MOVED to ADOPT Anendnment 13 (copy on
file):

OFFERED | N: The House Finance Conmttee
TO HB 2001
OFFERED BY: Representatives Gara, Quttenberg, Kawasaki

DEPARTMENT: Heal th and Soci al Services, Corrections
APPROPRI ATI ON: Vari ous

DEPARTMENT: Corrections

APPROPRI ATI ON: Heal th and Rehabilitation Services
ALLOCATI ON: Physical Health Care

DELETE: $4,108.2 Gen Fund (1004)

EXPLANATI ON: This portion of the anmendnent reinstates
t he budget savings of $4,108.2 UG- that will no |onger
be required to be spent if the Governor's proposal to
expand Medicaid is reinstated in the Operating Budget.

DEPARTMENT: Health and Soci al Services
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APPROPRI ATI ON: Behavi oral Health
ALLCCATI ON:  Behavioral Health Treatnment and Recovery
G ants

DELETE: $1,558.7 GF/ MH (1037)

EXPLANATI ON: This portion of the amendnent reinstates
t he budget savings of $1,558.7 UG- that will no |onger
be required to be spent if the Governor's proposal to
expand Medicaid is reinstated in the Operating Budget.

DEPARTMENT: Heal th and Soci al Services

APPROPRI ATI ON: Health Care Services

ALLOCATI ON: Cat ast rophi c and Chronic Il ness
Assi st ance

DELETE: $1, 000. 0 Gen Fund (1004)

EXPLANATI ON: This portion of the amendment reinstates
t he budget savings of $1,000.0 UG- that will no |onger
be required to be spent if the Governor's proposal to
expand Medicaid is reinstated in the Operating Budget.

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI O\ Health Care Services
ALLOCATI ON: Medi cal Assistance Administration

ADD: $410.0 ($205.0 Fed [1002], $205.0 MHTAAR [1092])
PCSI TIONS: ADD: 3 PFT positions

EXPLANATI ON: This portion of the anmendnent allows the
state to accept Federal and Mental Health Trust funds
for t hree positions associ at ed W th Medi cai d
expansi on.

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON: Publ i ¢ Assi st ance
ALLOCATI ON: Public Assi stance Field Services

ADD: $2,777.3 ($1,385.6 Fed [1002], $1,385.7 WMHTAAR
[ 1092])
POSI TI ONS: ADD: 23 PFT positions

EXPLANATI ON: This anmendnent allows the state to accept

Federal and Mental Health Trust funds for 23 positions
associated with the expansion of Medi cai d.
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DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON:  Departnental Support Services
ALLOCATI ON: Conmmi ssioner's Ofice

ADD: $0.0

POSITIONS: Establish a project nmanager to rmanhage
Medi cai d expansi on team

EXPLANATI ON: This amendnent adds a tenporary position
to manage the Medicaid expansion team not nobney or
PFTs.

DEPARTMENT: Health and Soci al Services
APPROPRI ATI ON: Medi cai d Servi ces
ALLOCATI ON: Behavi oral Health Medi caid Services

ADD: $4,799.5 Fed (1002)

EXPLANATI ON: This portion of the anendnent allows the
departnent to accept $4,799.5 in Federal funds that
wi || benefit Behavioral Health.

DEPARTMENT: Heal th and Soci al Services

APPROPRI ATI ON: Medi cai d Servi ces

ALLOCATI ON: Adul t Preventati ve Dent al Medi cai d
Servi ces

ADD: $5, 381.2 Fed (1002)

EXPLANATI ON: This portion of the anmendnent allows the
departnent to accept $5,381.2 in Federal funds that
will benefit Adult Preventative Dental services.
DEPARTMENT: Heal th and Soci al Services

APPROPRI ATI ON: Medi cai d Servi ces

ALLOCATI ON: Seni or and Disabilities Medicaid Services
ADD: $2,908.8 Fed (1 002)

EXPLANATI ON: This portion of the anmendnent allows the

departnment to accept $2,908.8 in Federal funds that
will benefit Senior and Disability Medicaid services.
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DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON: Medi cai d Servi ces
ALLOCATI ON: Health Care Medicaid Services

ADD: $132,348.9 Fed (1002)

EXPLANATI ON: This portion of the anmendnent allows the
departnent to accept $132,348.9 in Federal funds that
will provide the opportunity for healthcare to the
over 40,000 individuals without it in Alaska, create
4,000 jobs, and inject noney into the state's econony.

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON: Medi cai d Servi ces
ALLOCATI ON: Health Care Medicaid Services

DELETE WORDAGE: No noney appropriated in this
appropriation may be expended for services to persons
who are eligible pursuant to 42 United States Code
section 1396a(a)(10)A) (i)(VIiIl) and whose household
nodi fied adjusted gross incone is |less than or equa
to one hundred thirty-three percent of the federal
poverty guidelines.

EXPLANATION: This portion of the anendnent deletes
wordage that prohibits the expenditure of Medicaid
fundi ng on the expansi on popul ati on.

Co- Chair Neuman OBJECTED.

Representative Gara explained that the anmendnent would
enable the state to accept Medicaid expansion from the
federal government. He highlighted that expansion would
provide roughly $6.6 mllion in state savings; savings were
reflected in the anendnent. The anmendnent specified areas
the federal funds would cover costs the state was currently
payi ng. He discussed that it would cover single individuals
without children (who did not currently qualify for
Medicaid) for a certain amount of services at the
Depart nent of Corrections and the DHSS D vision of
Behavioral Health. Additionally, the anendnent i ncluded
federal receipt authority for various areas of up to $145
mllion. He noted that the anmendnent would take advantage
of one of the last years of 100 percent federa
rei mbur senent .

Co- Chair Thonpson spoke in opposition to the anendnent. He
stated that there had been many neetings on Medicaid
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expansion and had the commttee had heard much testinony.
He noted that the committee had read significant testinony
from Margaret Brodie's [Director, Dvision of Health Care
Servi ces, Department  of Health and Soci al Servi ces]
testinmony to the courts regarding the state's |awsuit
agai nst Xerox. He addressed that when existing Medicaid
recipients had been loaded into the state's system the
system had crashed. He elaborated that consequently the
state had paid out $165 mllion to providers in state funds
because it could not get the funds billed to the federa
governnent. He continued that M. Brodie had recently
testified that the state had collected back $70 million of
the total funds; she did not know if the state would ever
be able to collect the balance. He stated that Medicaid
expansion would add up to 40,000 new recipients. He noted
that 70,000 new nedical codes would be |oaded into the
systemin the comng fall. He enphasized that the state did
not know if the system could handle the influx of
information. He added that the system could not handle the
information in the past. He stressed that if it crashed the
system again it would cost the state $200 nmillion in
advance paynents to providers, with no reassurance that it
woul d recoup the funds.

Co- Chair Thonpson had heard from doctors in his conmunity
who were having a real problem receiving paynment in a
timely manner. He recognized that the admnistration had
caught up with the large providers and hospitals and was
doing a good job in that area; however, it had not caught
up with small providers. He shared that it had taken five
nmonths for a doctor in his community to receive an $8, 000
paynent , which had subsequently been retracted for
investigation. Due to the problenms, the state was in the
process of doing a Request for Proposal (RFP) to collect
data and unbi ased opi nions on Mdicaid expansion. He stated
t hat Arkansas had recently unfunded Medicaid expansion and
Rhode Island had voted against it. He conmunicated his
desire to understand why. He believed steps were being
taken that could really hurt Alaska. He relayed that the
adm nistration had al so submitted an RFP that would provide
direction on how to inplenent Medicaid expansion. He
stressed that the information would not be available unti
2016. He wanted to ensure the state approached the issue
correctly. He was concerned that the state could be
bankrupted. He wanted people to be insured and wanted to
take care of Al askans, but he wanted to take care of Al aska
at the sane tine.
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5:08:10 PM

Representative GQuttenberg testified in favor of the
anmendnent. He addressed a Margaret Brodie affidavit that
had provided a historical view on the Xerox situation. He
did not know how the system conpared with other states, but
he did not imagine it was as good. He remarked that the
cost of engaging Xerox had been expensive, but he
acknow edged that the state's system had been very old. He
di scussed that the commttee had been inforned that all

billings within the first nonth were better than 90
percent, after a three-nonth period billings reached 100
percent. He stressed that the information represented a
significant inprovement from his experience two years

earlier. He stressed that Medicaid expansion was not a
process that could be stopped to nmake changes; people were
going to the doctor, kids got sick, bones broke, and other.
He reasoned that it was an ongoing process and that it was
about people's lives. Expansion would bring a cost savings
to the state. He pointed out that costs had been about $190
mllion in the past two years. He stressed that if the
state waited another year the state would have m ssed out

on $360 mllion in federal funds. He noted that nost of the
funds would trade federal dollars for state general fund
dol | ars. He continued that expansion would provide

healthcare to the people who were the npbst expensive to
treat. He underscored that private, conmmunity owned, and
nonprofit hospitals had all come before the conmttee in
support of expansion, which was advantageous to them He
underscored that expansion provided an econom c opportunity
for the state to decrease costs and provide healthcare for
Al askans. He believed the state needed to transition from
an expensive process to a systemthat created efficiencies.

Representati ve Kawasaki spoke in support of the anendnent.
He stated that in the last legislative cycle there had been
sone iteration of a bill dealing with Medicaid expansion or
reform alnmost 30 times. He stated that as a matter of
policy the House Health and Social Services Committee had

passed a bill that was simlar to the anendnent. He
asserted that the savings were clear; the state would see
savings of up to $330 mllion over a six-year period. He

noted the savings estimate was conservative. He relayed
that up to 30 other states had accepted Medicaid reform and
expansion. The Pew Charitable Trust that had reviewed
states that had accepted expansion and had determ ned there
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had been savings in each circunstance. He stated that the
current discussion was not about policy, but about noney.
He stated it was clear that there would be savings from
Medi caid expansion, which would have an inpact of $40
mllion in general fund savings over six years. He stressed
that over the past three nonths there had been huge results
in the inprovenment of the Medicaid Managenent |nformation
System (MM S). He contended that the results exceeded
anyt hing done on the issue by the past adm nistration. He
served on the board of a small clinic that would benefit
from Medicaid expansion and relayed that paynents had not
been made clearly several years earlier. He remarked that
currently paynments were basically seanmless. He believed it
showed what the current admnistration had done to prove
t hat Medi cai d expansi on and reform coul d work.

5:15:21 PM

Vi ce-Chair Saddl er spoke in opposition to the amendnent. He
stated that Medicaid expansion had been included as an item
in the appropriations bill and the legislature had
requested that the governor submt separate |egislation on
the topic. He elaborated that the governor had submitted a
bill, but it had not passed. He noted that the issue had
been addressed again during special session. He stated that
Medi caid currently provided healthcare services for 150, 000
Al askans including people wth disabilities, pr egnant
worren, and other; the program cost approximately $1.6
billion per year. He enphasized that the current governor
and DHSS comm ssioner acknowl edged that the system was
broken (the prior admnistration also called the system
broken). He stressed that the commttee had asked questions
of the adm nistration during nultiple hearings on Mdicaid.
He stated that the answers had raised additional questions
for him He detailed that there were problems with the
Enterprise system which was far |ess accurate than the
prior system He had spoken to physicians in his district

who were still owed $1 mllion over a year after providing
servi ce. He spoke to problems wth reconciling and
correcting past billing statenents. He stated that because

Alaska had a higher Medicaid reinbursenent rate than
Medi care, people covered under expansion would receive care
ahead of seniors and veterans. He pointed to the risk that
expanded enrollnent would exceed projections. He renmarked
that many states that had accepted expansion had seen the
nunbers vastly outnunber the original projections. He
believed the state needed to be concerned about an open-
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ended commtnment to providing 10 percent nore going
f orward. He commented that the admnistration had
recognized the need to find solutions based on the
experiences of other states in order to craft the best
system for Medicaid in Alaska. He noted the RFP and project
woul d take one year. Additionally, the |egislature had put
out an RFP seeking expertise through the Legislative Budget
and Audit Commttee. He believed that accepting Medicaid
expansion before receiving the information would be
subjecting the state to a "ready, fire, aint philosophy. He
believed it was prudent to wait.

5:18: 09 PM

Co- Chair Neuman MAI NTAINED his OBJECTI ON. He discussed that
over 21,000 Alaskans would fall into a "donut hole.” He
el aborated that due to federal regulations many people who
were sel f-enployed or had no insurance were required to buy
into the federal premum He believed there was currently a
federal lawsuit in Texas related to the issue. He renmarked
that other states had applied for some funds to try to fix
an existing problem He furthered that the 21,000 Al askans
would | ose the assistance they received on premunms from
the federal governnent. For exanple, if a person's costs
were $800 per nonth, they would |ose their credits of up to
$500 per nmonth. He believed many Al askans would be hit hard
and would find thenselves in a predicanment where they had
to pay a penalty because they did not sign up on the
federal insurance premium He commented that the issue was
one of many that continued to confuse people. He thought
there were nunerous people who were unsure where and how
the state would nove forward

Aroll call vote was taken on the notion.

IN FAVOR. Gara, CQuttenberg, Kawasaki

OPPCSED: Munoz, Pruitt, Saddler, WIson, Edgnon, Gattis,
Thonpson, Neuman

The MOTI ON FAI LED (3/8).

5:21:47 PM
AT EASE

6: 35: 33 PM
RECONVENED
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Vice-Chair Saddler MOVED that the commttee RESCIND its
previ ous action of adopting Anendnent 5.

Representative Gara OBJECTED. He requested an "at ease.”

Co- Chair Neuman asked Representative Gara to speak to his
objection. He reconsidered and asked for a vote on the
not i on.

A roll call vote was taken on the notion.

IN FAVOR: Pruitt, Saddler, WIson, Edgnon, Gattis, Minoz,
Neuman

OPPOSED: Gara, Kawasaki, Thonpson

Representati ve Quttenberg was absent fromthe vote.

The MOTI ON PASSED (7/3). There being NO further OBJECTI ON,
t he adoption of Anmendnent 5 was RESCI NDED.

Representative Gara asked for an "at ease.”

6: 38: 26 PM
AT EASE

6:40: 31 PM
RECONVENED

Co- Chair Neuman gave Representative Gara the option to re-
of fer Amendnent 5.

Representative Gara was uncertain why he would reoffer the
amendnent. He was curious about what had happened in the
time since the anmendnent had passed. He observed that an
hour had gone by and votes had changed. He wondered why
vot es had changed.

Co- Chair Neuman asked if Representative Gara wanted to re-
of fer the anmendnent.

Representative Gara MOVED t o ADOPT Amendnent 5.
Co- Chai r Neuman OBJECTED.

Representative Gara spoke to the amendnent. He addressed
several points made by other commttee nenbers earlier in
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the neeting. He relayed that the $2.9 mllion in federal
TANF funding for child advocacy centers was recurring.

Co- Chair Neuman asked for verification that the funding was
for child advocacy centers.

Representative Gara replied in the affirmative. He
continued that the $2.9 nmillion had freed up funding, which
t he amendnent woul d transfer to OCS in an effort to fix the
foster care system He stated that in the original vote the
conm ttee had nmade real progress towards fixing the system

and giving foster children a fair chance in life. He
stressed that at no additional cost from the previous year,
the anendnent would inprove lives, increase success for

foster youth, increase the nunber of youth in pernanent and
loving hones, and would increase the state's ability to
detect child abuse and renove children from abusive hones.
He hoped the conmittee could pass the anendnment again.

Co- Chair Neuman understood that child advocacy centers were
in the budget, but he believed the $2.9 mllion was bonus
fundi ng. He MAI NTAI NED hi s OBJECTI ON.

A roll call vote was taken on the notion.

I N FAVOR. Gara, Cuttenberg, Kawasaki, Thonpson

OPPCSED: Saddler, WIson, Edgnon, Gattis, Minoz, Pruitt,
Neuman

The MOTI ON to ADOPT Amendment 5 FAILED (4/7).

6:44: 48 PM

Co-Chair Neuman asked for any final coments from the
commttee on the bill.

Representative Gara was "pissed off" at the change of
events that took place in the past hour. He stood by his
words. He thought a little progress had been nmade on the
budget; however, he surm sed that he would not |earn what
had happened in the past hour that took away the progress.
He stressed that he was not personally hurt by the change,
but it did hurt the 2,500 children who had been positively
inpacted by the anendnent. He stated that none of the
children were in his famly, but they were children that
all nmenbers should care about. He underscored that the
change did not represent a shot at him
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Co- Chair Neuman did not believe anyone was taking a shot at
Representative Gara.

Representative Gara di sagreed.

Vice-Chair Saddler remarked that it was against Mson's
Rul es to disparage the notives of another |egislator.

Representative Gara disputed the comment and replied that
he had not nentioned any specific nenbers. He believed the
House Majority had the votes to do whatever it wanted. He
stated that he could not stop the Majority if it wanted to
nmove the bill forward with the anticipation that it would
drain the Permanent Fund earnings reserve. He contested
that the Majority could tell himto vote for a budget (that
he believed was worse than the one voted on during regul ar
session), but he would not agree. He stressed that the
Majority could put condi ti onal | anguage in a bill
specifying that the Mnority had to do sonething, or a
conprom se could be worked out. He underscored that the
budget before the commttee did not work for him He
el aborated that the budget cut $48 mllion in education
funds that were prom sed the prior year. He renarked that
there was an offer to cut only $32 mllion of the funds
from the prior year. He observed that it was the sane
budget item that had been on the House floor, but a bit
worse. He furthered that when the commttee had voted on

the original bill it done what it normally did and had
approved valid wage agreenents. He discussed that the
current bill would only approve wage agreenents on the

condition that the state layoff nore people by way of $30
mllion in additional budget cuts. He enphasized that the
adm nistration had testified that the cuts would result in
| ayoffs and cause danage to services. He could not vote for
that scenario. He felt that the budget was worse in sone
ways than the budget addressed by the legislature during
the regular session. He had elected to take on the foster
care issue a nunber of years earlier because he thought it
woul d have bipartisan support. He wondered how people could
not want to inprove a system for child victins of sexua
abuse who through no fault of their own did not live in
| oving hones. He believed there had been bipartisan support
on the topic earlier in the neeting, but it did not exist
any longer. He remarked that the discussion had been held
outside of conmmttee and he was not privy to it. He stated
there were a nmultitude of people in the hallways claimng
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they could work out a budget deal in an hour's tine;
however, it was not happening in the conmttee. He hoped
that the |legislators who wanted to work together would work
on a budget that worked for everyone; a budget that
i nvol ved conprom se.

6:51:17 PM

Representative Gara relayed that he could not vote for a
bill that was worse to him than the original operating
budget. He thought the current bill was worse for education

and wage agreenents. He believed in continuing to talk and
work together, but the current budget would not have his
support.

Representative Kawasaki stated that the current budget had
been seen for the first time at 9:30 a.m that norning. He
had been told it reflected a conprom se; however, he
reasoned that a conprom se was settling two differences to
end an argunment or dispute. He thought the |egislature
shoul d be conprom sing on the budget; however, he believed
t he budget was largely worse than the budget passed by the
committee in March. He disputed that the budget represented
a conprom se. He did not support the bill.

Representative GQuttenberg did not consider the current
commttee process a negotiation. He stated that nothing had
changed, the legislature had spent one nonth to get to the
current point and nothing had noved an inch. He asserted
that the legislature was not one iota closer to noving
forward. He stated that actions spoke |ouder than words. He
was anazed throughout the process because no novenent had
been made. He underscored that the people's tinme and noney
had been wasted. He did not know what the expectation was
about how the legislature would nove forward, but he
observed that the conmttee clearly was not noving forward.

Co- Chair Thonpson MOVED to REPORT CSHB 2001(FIN) out of
commttee with individual recomendations. There being NO
OBJECTION, it was so ordered.

CSHB 2001(FIN) was REPORTED out of commttee with a "do
pass" recomendati on.

#
ADJ OURNIVENT
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6: 56: 01 PM

The neeting was adjourned at 6:56 p. m
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