9: 09: 00 AM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COWM TTEE
March 9, 2016
9:09 a.m

Neurman called the House Finance Commttee neeting

to order at 9:09 a.m

VEMBERS PRESENT

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

VEMBERS ABSENT

None

ALSO PRESENT

Mar k Neuman, Co- Chair

St eve Thonpson, Co-Chair
Dan Saddl er, Vice-Chair
Bryce Edgnon

Les Gara

Lynn Gattis

David Guttenberg
Scott Kawasaki
Cat hy Munoz
Lance Pruitt
Tamm e W1 son

Pete Ecklund, Staff, Representative WMark Neuman; David
Teal , Director, Legi sl ative Fi nance Di vi si on;
Representative Kurt O son; Representative Lora Reinbol d.
SUMVARY
HB 256 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
CSHB 256(FIN) was REPORTED out of conmittee with
a "do pass" recommendati on.
HB 257 APPROP: MENTAL HEALTH BUDGET
CSHB 257(FIN) was REPORTED out of conmittee with

a "do pass" reconmendati on.
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9:09: 27 AM

#hb256
#hb257
HOUSE BI LL NO. 256

"An Act making appropriations for the operating and
| oan program expenses of state governnment and for

certain progr ans, capitali zing funds, maki ng
reappropriations, making supplenental appropriations,
and meki ng appropriations under art. [|X sec. 17(c),

Constitution of the State of Al aska, from the
constitutional budget reserve fund; and providing for
an effective date."

HOUSE BI LL NO. 257

"An Act making appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensive nental health program and providing for
an effective date.™

9:09:40 AM

Co-Chair Neuman explained that the conmttee would be
taking up the commttee substitutes incorporating the
anendnents adopted from the previous day into HB 256 and HB
257.

Co- Chair Thonpson MOVED to report CSHB 256(FIN) out of
Committee with individual recommendati ons.

Co- Chai r Neuman OBJECTED for the purpose of discussion.

PETE ECKLUND, STAFF, REPRESENTATIVE MARK NEUMAN, expl ained
that the conmttee substitutes for both bills before the
conmmittee, HB 256 and HB 257, incorporated the amendnents
made in the previous day. He directed nenbers' attention to
t he handout of the summaries. He referred to the first page
on LFD Spreadsheet A and explained that after the
amendnents were incorporated in the commttee substitute
for HB 256 the total reflected a decrease of $8.6 down from
the total in the previous version. In other words, after
all of the amendnents were calculated, the Conmttee
Substitute reflected $8.6 mllion less in wunrestricted
general funds (UGF) than in the previous version of the
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committee substitute. He pointed to colum 5 titled: "2016
House". The agency operations formula and non-formula
totaled $3.813 billion. Next, he turned to the third page
on LFD Spreadsheet B and highlighted that UG- non-fornul a
funds, often referred to as day-to-day state governnent,
equaled $1.835  billion incorporating a $447 nillion
reduction or a 19.6 percent reduction from 2015.

9:11: 38 AM
AT EASE

9:12: 00 AM
RECONVENED

M. Ecklund returned to LFD Spreadsheet A on the first page
of the summary reports. He pointed to the -$8.6 mllion in
the very last colum where it stated "between CS s."
Following the adoption of the amendnents in the current
version of the bill the agency budget total was $8.6
mllion lower in UG than in the previous version of the
conmittee substitute.

Representative Gara clarified that it was $8 nillion |ess.
However, the FY 16 appropriations that really went into FY
17 and FY 18 were not included. He wondered if he was
correct.

M. Ecklund pointed to the mddle colum 6 that showed a
$30 mllion appropriation in FY 16 for filling gaps in
substance abuse services, $1.8 nillion for elections in
order to flatten out elections expenses between years, and
$932 million for a single year audit which started in FY 15
or FY 16 for the Departnment of Health and Social Services.
The LFD Spreadsheet conpared the FY 16 Managenent Plan to
the current comrttee substitute. It was $8.6 mllion |ess
in FY 17.

Representative Gara did not think the $8.6 mllion
difference included the $32 mllion addition. He asked if
he was correct.

M. Ecklund replied that Representative Gara was correct
because it was conparing FY 17 to FY 17 in the conmttee
substitutes. It was $8.6 million less in FY 17 between the
commttee substitutes. The supplenental columm was not a
part of the conparison.
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Representative Gara referred to the previous evening' s
neeting and the |ast anmendnent addressed at the end of the
meeting having to do wth education. He understood that
nost of the related noney canme out of the general fund. He
stated that about $150 nillion came from the public
education fund. He wondered if that noney was reflected as
a general funds spend for FY 17. M. Ecklund responded t hat
the $145 nmillion coming from the public education fund in
FY 17 was shown as a negative fund cap on LFD Spreadsheet C
whi ch showed the forrmula fund prograns.

Representative Gara pointed to the circled columm 5. He
asked about the $3.8 mllion of UG- spending and wondered
if it included $150 mllion from public education funding
and the $30 mllion alcoholism and drug abuse treatnent
program

M. Ecklund answered that the $145 mllion from the public
education fund was not reflected in the $3.8 mllion. The
suppl enmental FY 16 appropriations were in a different
fiscal year and were not in that nunber either.

9:16: 26 AM

Representative WIson asked where she would find the fund
source changes done in the previous day on the forns. She

noted $1.4 million in the Departnent of Transportation and
Public Facilities (DOT) nonies from the general fund to
$1.4 mllion in vehicle rental tax.

M. Ecklund responded in LFD Spreadsheet D reflecting "Al
Funds. "

Representative WIson asked what page M. Ecklund was
referring to.

M . Ecklund responded LFD Spreadsheet D

Representative Wl son asked if the colum was circl ed.

M. Ecklund explained that it was in LFD Spreadsheet D and
was "All Funds". He directed her to the DOI |ine and
nmentioned that the vehicle rental tax would not be seen

explicitly but could be found in the changes in "A
Funds. "

House Fi nance Conmmittee 4 03/09/16 9:09 A M



Representative WIson asked about the $7 nmillion in federa
funding that was renoved on LFD Spreadsheet D. She wondered
if it would be reflected as part of the savings of the UG-
seen on LFD Spreadsheet A

M. Ecklund asked if she was referring to the aviation fue
amendment .

Representative WIlson <clarified that 1in the previous
evening the finance conmttee added $7 mllion in federal
funds and deleted $7 mllion in general funds before
putting in $275,900 into general funds. She understood the
general funds would show up on LFD Spreadsheet A because it
was an addition. The decrease of $7 million would al so show
up on LFD Spreadsheet A She wondered if the $7 mllion in
federal funds would show up on LFD Spreadsheet D all funds.
M. Ecklund responded, "That is correct."”

Representative WIson wondered about undesignated general
funds fromthe state's savings accounts. She was not asking
about federal transfers, tax receipts, or a higher
education fund. She thought those funds would still be paid
keepi ng government the sane size. She thought it would | ook
as though there were |ess governnent services because the
state was spending | ess of its savings.

M. Ecklund disagreed wth her characterization. He
explained that the reason the |egislature concentrated on
UG- was because the difference between UG- revenue and
expenditures equaled the state's fiscal gap. If a person
wanted the total size or total spend of governnent they
woul d have to |l ook at all funds not just UGF

Representative WIson understood. She wanted to find out
each piece of the transfer. She knew how to find the
federal fund transfers. She wondered where she could find
noney from the higher education fund or the rental tax and
whet her she could find them under designated general funds
(DGF).

M. Ecklund stated that the specific funds she nentioned
were DGF. There were many different funds including DG
federal, and other. She was correct about the two that she
speci fi ed.

Representative WIson spoke of doing a LFD Spreadsheet to
mat ch her nunbers.
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M. Ecklund responded affirmatively.

9:21: 03 AM

Co-Chair Neuman explained that there was an effort to use
funds left over from FY 16 to decrease the amount of draw
on the Constitutional Budget Reserve (CBR). He thought it
was a very inportant fact and added that he did not believe
it would be a good idea to take noney left over from the
previ ous year from sonme other unused funds that cane from
CBR draws and sone |left over from the Statutory Budget
Reserve (SBR). The effort was to try to use those funds to
pay the following year's bills. He thought the state had a
long ways to go but acknow edged the committee's work in
cutting about $300 nmillion nore from the budget. He
remarked that sonme of FY 16 funds were used to pay the
following year's bills so they would not get used for
anyt hi ng other than paying bills.

Representative Gattis agreed that the legislature should
not place noney back into the CBR because of the three-
guarter vote requirement to access it. She struggled to
understand why the FY 16 budget was being discussed rather
that the FY 17 budget. Mre inportantly, she asked about
the total spend anobunt. She received calls from her
constituents who were concerned wth trusting the
| egislature to inpose taxes or to spend their Permanent
Fund Dividend (PFD). They felt legislators were playing
shell ganes. She thought it was inportant to note the
governnent's total spend for those watching on television.

Co-Chair Neuman interjected, "Representative Gattis, this
is not a shell game! This is using last year's funds and
M. Ecklund can answer your questions."”

Representative Gattis rebutted that constituents could not
follow the nunbers and legislators were having a difficult
time followwng as well. She thought it was inperative to
di scuss the total spend, how it was broken out, and how it
conpar ed.

Co- Chair Neuman responded that that was fine.
Representative Gattis thought her constituents were asking

a fair question. The legislature spent a significant tine
tal king about UGF and DG-. However, she wanted to know the
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total spend of governnment, what the legislature was
spending, and how did the |legislature nmake governnent
smal | er. She thought they were fair questions to ask.

Co-Chair Neuman stated that it was fine, but he was not
ready for accusations. The commttee would work on the
budget. He asked M. Ecklund for the total spend of
gover nnent .

M. Ecklund responded that the total funds for agency
operations, fornula, non-forrmula, and state-w de equaled
$8. 659 billion.

Co-Chair Neuman asked how nmuch of the total was statew de
f ormul a and non-f ornmul a.

M. Ecklund referred to the House [columm 5] in the mddle
of LFD Spreadsheet D. The total spend in FY 17 for agency
operations (formula and non-formnul a) equal ed  $8. 169
billion. Statewide operating itens totaled $490,478.5
mllion. The two figures together totaled $8.659 billion

He also pointed to the 2016 House Supplenental colum
[ col um 6].

Co-Chair Neuman indicated that in the previous year the
state had just under a $5.2 billion budget. The |egislature
reduced the budget by about $274 nmillion in the budget
finance subcommttees which left the budget at $4.85
billion. He asked where the nunber could be found.

M. Ecklund pointed to LFD Spreadsheet A which showed UG-.
He derived the total of $4.084895 billion by adding the
agency total and the statew de total.

Co-Chair Neuman stated that sone FY 16 funds were used to
hel p cover the costs for FY 17.

M. Ecklund responded that Co-Chair Neuman was correct. He
reported $145 mllion was used from the public education
fund and $77 mllion was used from the higher education
fund.

Co- Chair Neuman asked for the total wthout using FY 16
f unds.

M . Eckl und needed a nonment to do sone cal cul ati ons.
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Co-Chair Neuman i nstructed M. Ecklund to run the
cal cul ations | ater.

9:26: 48 AM

Vice-Chair Saddler responded to the Wasilla |egislator
regarding her coment about "Shell ganes.” He did not
believe it was a shell gane that was being played and that
referring to it as such was a disservice to the conmttee
and to the conplexity of the process. He used the anal ogies
of a household budget and a stock portfolio to illustrate
the conplexity of the budgeting process. He stressed the
i nportance of explaining the process to constituents that
did not wunderstand the system He felt it was the
obligation of Ilegislators to wunderstand and convey the
process. He wanted people at hone to know that it was not
sinple, but conplicated. It was not dishonest nor a shel
game, but rather, a conplex state budget.

Co-Chair Neuman did not believe anyone was saying it was a
shell gane. He reiterated that the legislature used FY 16
funds to cover FY 17 costs. He spoke of how to explain it
to his constituents. He gave an exanple of putting on a new
deck and a new roof on his house. He explained that the
| egislature took noney left over from FY 16 to pay for
expenses in FY 17. Co-Chair Neuman expounded that the |eft
over funds could have been used for other itenms such as
capital projects. However, he felt it was a priority to use
the extra funds to reduce the state's operating costs and
the anount of noney that had to be drawn from the CBR He
spoke of other itenms that would need to be dealt wth
before the end of the session. He relayed that only 40
percent of the budget represented the state's day-to-day
operations. He nmentioned fornula prograns in Medicaid equal
to $600 mllion or nore. He also mentioned the Medicaid
reform bill and gave kudos to Co-Chair Thonpson's office
and his staff for his efforts towards that |egislation. He
menti oned having neetings wth the governor and the
comm ssioner on Medicaid as well. He noted education and
the related fornula prograns and reported that the budgets
for Departnment of Health and Social Services and the
Department of Education and Early Devel opnment were the two
|argest in the state. Both budgets would likely be further
reduced. He specified that Ilegislation in the works
regarding education and oil and gas tax «credits. He
commented that noney was not allocated in the budget for
tax credit paynments. He relayed that from the Senate's
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report he gleaned there would be considerable reductions in
the anount of oil tax credits owed in future years.
However, there were still outstanding credits. He offered
that the state had yet to deal with the obligations of the
Teacher Retirenent System (TRS) and the Public Enployees’
Retirement System (PERS) as part of the budget process. His
goal was to reduce the overall state spend down to about
$4.5 million within 2 years. He referred to experts such as
Institute of Social and Economc Research (ISER) who
suggested that it wuld take 3 years to neke such a
reduction. In order to arrive at a reduction in a short
time period he surmsed it was inportant to use the noney
left over from FY 16 to lower the costs to the state. He
posed the question about what it cost in the current year
to pay the following year's bills. He speculated that $2.1
billion would have to be taken out of the CBR to neet the
budget denands, considerably less than he expected. H's
goal had been to reduce the amount of draw fromthe CBR It
did not lower the anmount of state spending. He thought he
had tried to make things very clear. He felt that the
| egi slature had a | ong way to go.

9:34: 38 AM

Representative Gattis asked if the state had added to the
total spend for government by using the left over FY 16
funds. She asked for the prior year's total spend as well
as the current year spend. She asked if the |egislature
added to the total spend by using the FY 16 funds that were
bei ng discussed. She was talking about total spend versus
UG.

Co-Chair Neuman asked if she was asking about total spend
including federal funds or funds that canme in from
receipts.

Representative Gattis reiterated that she was speaking of
funds from UG or DGF - funds collected by the state and
spent by the state. Constituents were watching legislator's
every nove and how Al askans' personal pockets would be
affected. She opined that it was incunbent upon |egislators
to be clear so that constituents could trust them

Co- Chair Neuman agr eed.
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Representative Gattis asked if the state had increased the
previous year's budget that the l|egislature voted on by
using FY 16 funds.

Co- Chair Neuman responded, "No."

M. Ecklund referred to LFD Spreadsheet D, all funds. He
wondered if she was interested in all state funds.

Representative Gara responded in the affirmative.

M. Ecklund pointed to the second page of LFD Spreadsheet D
noting the different categories under funding summary: UGF
DGF, other state funds, and federal receipts.

Co-Chair Neuman stated that in the previous year the state
budget was under $5.2 billion. He asked M. Ecklund if he
was correct.

M. Ecklund clarified that the figure was UG and did not
include DGF and other state funds. It depended on what
categories of funds he wanted to conpare.

Representative Gattis would no |onger burden the conmttee
wi th her questions but hoped to get together to review the
nunbers.

Co-Chair Neuman interrupted the representative indicating
that the legislature could not use FY 16 funds. The only
thing the legislature could use the FY 16 funds for was to
continue the amount of draw that would have to be taken
from the CBR However, the cost to the state renmained the
sane.

9: 38: 38 AM

Co- Chair Thonmpson commented on the state's total spend. He
t hought the figure would vary significantly. The state was
receiving additional noney in highway dollars in the
current year shown as $2.184 billion. Every tine the state
received additional funds it would increase the state's
total spend for the year which he thought was inportant to
consi der.

Representative Gara agreed that the total budget reduction

was approximately $300 nmillion. He wanted to nove away from
how everything was accounted for and focus on what was in
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the budget. H's major conplaints had to do wth what
happened to folks with disabilities, seniors, and children.
He wanted to have accurate nunbers and he wanted to
understand what the legislature was doing in the future. He
remarked that the legislature had typically nmeasured year-
to-year spending by UGF. In the current year things had
changed. He suggested that if the legislature wanted to
have an UGF anount equal to the previous year's figure, it
would require the legislature to cut an additional $220

mllion. To reach the sane UG- anobunt several other funds
woul d have to be spent such as the $80 million from the
hi gher education fund and $145 mllion from the public

education fund. These funds were not reflected in general
funds. He nmentioned that next year he did not want to
conpare UG- to UG- because otherwise the |egislature would
have to come up with $220 mllion cuts to reach the sane
UG- nunber. He thought the legislature would have to start
considering DG and UGF in order to have a true picture of
statewi de spending. He did not want to have to cut $2
mllion to say that the state was at the sane level as it
was in the previous year.

9:41: 28 AM

Co- Chair Neuman agreed that the budget needed to continue
to be reduced. He noted funds were used to supplenent the
UGF. The intent was to denonstrate to the public that the
| egi sl ature planned to have a | ower budget in the follow ng
year.

Representative Gara suggested that last year's cuts in the

amount of about $700 million and the proposed cuts for FY
17 in the ampunt of about $300 million equaled about $1
billion in reductions over the past two years. He thought

the cuts that were being proposed were terrible. He
suggested that the state was spending nuch less than 30
years ago (if adjusted for inflation) on a per capita
basis. The problem the public had was that there was al ways
soneone in the legislature that spent unw sely. He
explained to M. Ecklund that he was having a difficult
time difficult tinme reconciling the nunbers. He cited
several nunbers and asked M. Ecklund for <clarity. He
wondered if there had been roughly $270 million in cuts.

M. Ecklund explained that he was correct that |ooking at

agency operations in the current commttee substitute
conpared to the FY 16 Managenent Plan the |egislature would
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be cutting $282 mllion in agency operations. The additions
for the public education fund and retirenent occurred in
the statew de section. He pointed to the bottom of the page
showing a total of $4.084 billion. By adding $145 nmillion
and $80 million the nunmber totaled $4.31 billion.

Representative Gara stated that there was a $280 mllion
cut in UG. He wondered how he could explain that it was a
$280 mllion cut when $220 nmillion was added to the
st at ewi de nunber.

M. Ecklund responded that it would be better to conpare
agency operations to agency operations, statew de nunbers
to statewi de nunbers, and then conme up with a total. The
| egi sl ature had cut $282 mllion from agency operations.

9:48: 15 AM

Representative Pruitt wondered how things would | ook in the
followng year regarding the budget. Currently, t he
commttee was hearing about how nmuch was spent in previous
years. He understood that the current total spend anount
for FY 16 was about $5.2 billion. He wondered in the
following year if that nunber would be closer to $5.7
billion or whether the $5.2 figure include the $475 million
bei ng used to pay for other things.

M. Ecklund replied that the FY 16 nanagenent plan would
stay constant.

Co-Chair Neuman clarified that the anpbunts needed were for
agency operations: fornula, non-fornula, and statew de
noni es.

Representative Pruitt wanted to know about the total UGF
spend in the follow ng year. He was not necessarily talking
about the managenent plan. He was referring to PowerPoint
slides provided by the Ofice of Mnagenent and Budget as
to how much was actually spent in FY 16 of total UGF spend.

M. Ecklund answered that the managenent plan represented a
fixed point in tinme and would not change. He surm sed that
Representative Pruitt was interested in the supplenental
budget for FY 16 and how it woul d be reflected.

Representative Pruitt replied in the affirmative. He asked
if the supplenental nunbers were included in the $5.2
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mllion. In other words, he wanted to know if the actual
nunbers would be shown on the PowerPoint and whether they
woul d be closer to $5.2 billion or $5.7 billion.

M. Ecklund deferred to M. Teal from the Legislative
Fi nance Division (LFD).

Co-Chair Neuman reported that the legislature had started
out at $5.2 mllion to run governnment in the follow ng
year. There were nonies that were taken out of the budget
under UG-. He asked what the nunber dropped to.

9:52:23 AM

DAVID TEAL, DI RECTOR, LEQ SLATIVE FINANCE DI VISION, asked
Representative Pruitt to repeat his question.

Representative Pruitt discussed that OVB provided charts
showi ng the total anobunt of UG- spending and how the state
had decreased total spending. For the previous year it

showed $5.2 billion as the total spend. However, he was
aware that FY 16 was not done. He wondered if the total
spend would remain around the $5.2 billion level or if it
woul d i ncrease with a suppl enental budget to $5.7 billion.

M. Teal confirmed that because it was currently the mddle
of the fiscal year the managenent plan nunbers were used
and they did not include supplenental figures. \Wen show ng
the fiscal summary it also included capital spending equal
to an additional $200 million. In |looking at the nunber on
LFD Spreadsheet A in colum 5 it showed spending of $4.084
billion. In answer to Representative Pruitt's question
about what FY 16 would show, he offered that FY 16 would
show FY 16 final which would include suppl enental spending.

9:55:01 AM

M. Teal continued that by the tinme the information was
avai lable the legislature wuld already be |ooking at FY17
and FY 18 in the follow ng session. He understood how it
m ght appear that there were shell ganmes. The extra nopney
totaling $288 mllion resulted from revenue comng in
hi gher than expected and expenditures coming in |lower. The
| egislature did not enpty the SBR as anticipated. In nost
states, it would sinply be an unspent bal ance that carried
forward into the followng fiscal year and was available
for spending in the sane fiscal year. Essentially, it would

House Fi nance Conmmittee 13 03/09/16 9:09 A M



reduce the states revenue in the next fiscal vyear. The
state did not operate in such a way because noney got swept
into the CBR The state spent the noney in FY 16. He did
not understand why people referred to spending FY 16
revenue in FY 16 as a shell gane. Spending the noney in FY
16 in sonme ways reduced FY 17 expenditures. If the noney
was carried forward into FY 17 the legislature would end up
in the sanme position; the |egislature would have nore noney
available in FY 17 reducing the state's deficit. He urged
menbers to focus |less on conparing what the state spent in
a particular year. He relayed he would be in front of the
committee over the next few days discussing nodels. In that
di scussion he would enphasis that trying to separate one
fiscal year from another would be nore confusing than
hel pful. He stressed the inportance of focusing on what was
happening to the reserve balance. It would be a mmjor gage
as to how the state was doing without a whole I|ot of
confusion. The state would have deficits across the fisca

years which neant the reserve balances would fall

Utimtely, people could see how they were doing by sinply
| ooki ng at what was happening to the reserves in the |ong
run. He pointed to LFD Spreadsheet A at the reduction in
colum 5-2. At the bottom of the colum there was a
reduction from the FY 16 Managenent Plan to the House
number of $993 nmillion. It wuld indicate that the
| egi sl ature reduced FY 16 to the current budget by about $1
billion. He rem nded nenbers that the budget in its current
form did not fund oil and gas tax credits. He suggested
subtracting $500 mllion leaving a reduction of roughly
$493 mllion. He also nentioned the $145 mllion from the
public education fund added to the $80 mllion totaling
$225 million. He continued that by subtracting $225 nmillion
from $493 nmillion the true savings ended up being about
$270 mllion - the nunber he thought Representative Pruitt
was | ooking for. Currently the legislature did not have the
tax credits funded. He posed the question about whether the
| egi slature would fund them There was noney that carried
forward. He wondered if the legislature would bunp the
budget up in the follow ng year by $225 mllion because FY
16 noney was used in FY 17. He reninded nenbers that $145

mllion of the $225 was a three year carry forward. He
t hought that the budget might increase by $80 million from
t he hi gher educat i on f und. He t hought t hat , as

Representati ve Neuman was trying to convey, the budget was
an ongoi ng process wthout ever having a really firm nunber
for a starting place. The state would not be spending $5.7
billion. If oil and gas tax credits of $500 million were
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added as well as a capital budget of $200mllion to $4.084
billion the total would be $4.7 billion. He relayed that
even with accounting for adjustnents the figure would still
be under $5 billion.

10: 01: 31 AM

Representative Pruitt thought that M. Teal had given out a
significant anount of information. It was inportant to him
to be able to convey the happeni ngs regardi ng the budget to
his constituents in a manner they could understand. He
tal ked about $500 million being wthdrawn from savings. He
believed that for the first tine the governor had asked the
| egislature to look to the people of Alaska to help to fund
government. He spoke of the difference between spending the
state's noney versus constituents' noney. He wanted to be
very clear about what they should expect as far as them
helping to fund state expenditures including Kkeeping
education funded at a steady level. He wanted to fully
understand the actual spend in FY 16. He also wanted to
have a clear understanding of what |egislators would be
| ooking for in the future. He wanted to be able to return
to his constituents and be prepared to answer questions
about the budgetary process.

10: 06: 03 AM

M. Teal offered to update the graphs the LFD provided at
the beginning of the year which showed final spending
through FY 15. The nunbers for FY 16 would reflect
appropriated nunbers, and the governor's request for FY 17.
He could also update the chart with the FY 16 suppl enenta
nunbers added to the anticipated FY 16 expenditures and the
budget as it was passed out of the conmttee.

Representative Pruitt thanked M. Teal.

Co- Chair Neuman asked about the budgets for FY 17 and FY 18
and forward funding for education. He wondered if the
budgets woul d be | ower or higher.

M. Teal responded that it nade the budget |lower. The state
set aside $145 million per year to pay for education for FY
17, FY 18, and FY 19 which reduced the anount of noney put
into education in those sane years by $145 nmillion per
year. There will be a junp in the budget for FY 20 of $145
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mllion to bring education to the level it was at
currently.

Co-Chair Neuman commented that he hoped the |egislature
woul d have things figured out by that tine.

Representative Quttenberg asked how |egislators accounted
for multi-year funding. He wondered if the colum would
ever change or if it would show up in the supplenental
budget. He further asked if the colum would ever change if
there were unrealized earnings or unrealized | osses.

M. Teal explained that it would change. He suggested using
the chairman's amendnent of $30 million for health care as
an exanple. It wuld show as $30 mllion of FY 16
expendi tures or appropriations. A calculation would have to
be done at the time books were closed for FY 16 to know how
much of the $30 mllion was actually spent in FY 16. He
suggested that it was $5 mllion for FY 16. The unspent
noney, $25 mllion, would carry forward into FY 17. Wen
t he books were closed at the end of FY 17, and for exanple
$10 million was spent, only $10 million would show as an
expenditure. The next year, FY 18, another $10 nillion was
spent, and only $10 mllion would show for FY 18. The
nunbers constantly adjusted. Currently, he could not tell
how much would be spent in FY 16, FY 17, or FY 18. It could
only be determned at the end of each year. In answer to
Representative GQuttenberg' s questions the nunbers could and
woul d change.

10: 10: 20 AM

Representative Gara wanted to tal k about the budget and its
contents. He conpletely disagreed with the Chanber of
Commerce telling the |egislature what the budget should be.
He had oil industry folks tell him their opinion about the
budget. They wanted to make sure that there was no pressure
on themto have to pay a fair share towards revenue in the
state. He furthered that the lower the budget, the |ess
pressure on the oil i ndustry. He listened to his
constituents and disliked the idea that the oil industry
knew what the state's budget should be. The budget
reflected the state's values. He did not feel anyone did
anyt hi ng di shonest. He thought that from the present into
the future legislators needed to | ook at state spending. He
did not want to look at an artificial category of UG
because he believed nmuch of state spending was DG-. He
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stressed that the budget was about what the state stood for
in society. He was not happy with the results of the
previous day's neeting and the results of the budget. He
reviewed a nunber of effects of the previous day's
reductions. He did not feel the budget reflected any
conpassion or his version of conpassion and did not believe
the state was that poor. He agreed with the governor that
the budget needed to be cut, but he thought the line had
been <crossed away from conpassion. The governor had
proposed $100 million in cuts in the current budget on top
of $700 million in cuts fromthe previous year's budget. He
spoke of cutting things seniors relied on. He nentioned
t hat $350 thousand was cut for emergency housing for senior
citizens. He provided additional exanples of reductions to
senior services fromthe previous day including cuts to the
Pi oneer Honme. He was aware that people would not pay a fee
to remain on a waiting list. He cited additional exanples
of cuts that would affect the senior population in Al aska.

10: 16: 28 AM

Representative Gara spoke about the need for noney for Pre-
Ki ndergarten (Pre-k). He noted that the state provided
anong the worst level of Pre-K in the nation. Al of the
state funded Pre-K had been elimnated from the budget. He
specified that | ow income children that had the opportunity
to attend Pre-K graduated in higher nunbers. Utinmately, it
saved the state noney and built a better econony. However
Pre-K funding was cut. He was disappointed in the $50
mllion reduction to the University budget. He tal ked about
the potential Iloss of students and teachers from the
university. He thought the best chance at diversifying the
econony and providing people opportunity. He opined that
the university was the best shot for kids to be able to
receive a proper education. He nentioned that there was $20
mllion less in K through 12 funding than there was 2 years
prior. Gant noney had disappeared from the budget. He
spoke of losing 67 teachers in the following year. He
gquestioned what the legislature was doing for the next
generati on.

Representative Gara opined that the budget was a noral
conpass of sorts. He felt that the state was cutting things
that nade people's lives better or gave them dignity rather
than cutting waste. He was tired of being the person
tal king about abused children in the foster care system
There were 450 additional children in the foster care

House Fi nance Conmmittee 17 03/09/16 9:09 A M



system in the current year than in the previous year. The
case-workers the state had were helping children and
famlies and had nothing to do with the rise in foster care
nunbers. Caseworkers were overloaded and unable to work
with children and famlies to get kids out of the system
into an adoptive famly or back with their famly. Al though
the state was good at taking children out of abusive or
neglectful hones, it was poor at supporting the sane
children once they were displaced. They were the next
generation of 17 percent of kids who ended up in jail. He
furthered that 40 percent of foster kids ended up honel ess
i ncluding those that couch surfed - 20 percent were couch
surfing and 20 percent were actually honel ess. Caseworkers
took on twice the caseloads then they could really handle.
As a result foster parents were |ost because of a |ack of
proper followthrough. He suggested that it would save
nmoney to do the right thing, transitioning children out of
foster care quickly into a loving home. An anendnent was
offered to try to assist with the issue and it did not
pass. He had been told by the person who hired the state
child advocates that Al aska had anong the highest casel oads
in the country. Caseloads had gone up 58 percent. The
anount of child abuse currently would be greater unless the
| egislature did sonmething to help. He reiterated being very
unhappy about the budget.

10: 22: 46 AM

Representative Gara continued that the state faced the risk
of losing federal funding such as Tenporary Assistance for
Needy Famlies (TANF) noney because of the way the budget
was witten. He relayed that in order to maintain the poo
of federal TANF noney the state had to contribute $36
mllion. The state would be below that amount wth the
current budget. He spoke about having worked across party
lines in prior years to come up with a budget that people
were satisfied with enough to support. He thought that the
current year was very different because every anmendnent to
address the things he had tal ked about got voted down. He
advi sed nenbers to vote the way they believed. He spoke of
hearing coments in the hallway which he did not like. He
cited that for every $100 mllion of cuts between 1200 and
1600 jobs would be lost. Wth a proposed cut of $300
mllion the state stood to |ose roughly 4500 jobs. He felt
the budget was a pathway to a recession. He did not want
the | egacy of the legislature to be a recession or to have
turned its back on people with disabilities. He suggested
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that the best shot of educating a child was to invest in
their early childhood education. He was not happy at
present, nor was he happy about all of the anmendnents that
failed. He tried but would have |lost all anmendnents even if
he had been Mther Theresa. He did not want it spun that
the legislature tried to increase the budget, when the

| egi sl ature agreed to budget cuts of over $100 million. He
enphasi zed he would not be an easy vote to give $500
mllion to the oil industry and for oil tax credits if that

came up during the session. He remarked that Al aska, for
the third year in a row, was giving oil conpanies nore
nmoney in oil tax credits than it received in production
taxes. He conveyed that the statute stated there was a
[imt on what the state had to pay in oil tax credits when
it did not have revenue, about $70 mllion. He did not |ike
the budget at all. He relayed that a nenber had said that
they wanted to hear his argunents so that they could oppose
him He felt it was a "sick" response of which he was very
di sappoi nt ed.

10: 29:12 AM

Representative WIlson asked M. Teal about somnething he had
said about paying attention to reserve balances. She was
concerned that the |legislature had only been paying
attention to the CBR and prior to that the SBR, and now
potentially the Earnings Reserve Account (ERA). In the
current budget process other pockets of noney had been used
such as the higher education fund. She wondered if he had a
presentation showing all of the available pots of nopney.
She assuned that M. Teal had been referring to all pots of
noney, not just the CBR

M. Teal referred to page 2 of the fiscal summary in the
governor's overview which listed all of the various savings
or reserve accounts. Sone of them were considered
designated reserves such as sone of the higher education
funds. The Earnings Reserve Account was included in the
l[ist. Normally, when doing the nodel, the LFD was counting
only the SBR and CBR funds as reserves along with the ERA
The balances of the other snmaller funds were known. The
bal ance of the Power Cost Equalization (PCE) fund was about
$1 billion and the higher education fund bal ance was about
$400 million. There were sonme smaller funds, but the PCE
fund and the higher education fund were the two |argest.
None of the remaining smaller funds contained nore than
about $2 million.
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Representative WIson asked about the |ast page titled:
"Multi Year Agency Sunmmary" [Page 2 of LFD Spreadsheet DJ.
She drew attention under funding summary at "Qther State
Funds". She noted that in FY 15 [colum 1] it |isted over
$4 mllion and in colum 5 it listed $1.4 mllion. She
wonder ed about the difference between the two nunbers.

M. Teal replied that she was |ooking at the change from FY
15, the year in which the state made a $3 billion deposit
from the CBR account into the retirenent account. The
Constitutional Budget Reserve was classified as other
funds. The large change was due to the $3 billion use of
t he CBR

Representative WIson nentioned that in using the higher
education fund and the PCE fund to fill the budget gap it
al so served as a warning to agencies that there would be
further reductions to the budget and that they needed to
prepare for those in the foll ow ng year.

Co- Chair Neuman responded affirmatively.

10: 33: 23 AM

Representative WIson had no problem using other funds as a
stair step down to decreased budgets. She wanted to ensure
that the nessage regarding the decrease of available
funding into the future was clear. She was very frustrated
bei ng accused of not having good values because of her
votes from the previous evening. She thought there was a
di fference between reducing the size of government and how
much was spent out of state savings to Kkeep certain
departnents functioning. She was unconfortable wth the
possibility of a |large supplenental budget in the follow ng
year. She thought the state was counting on nmany federal
funds which it mght or mght not receive. She did not
bel i eve the budget process was as difficult as it appeared
to be. However, she thought it was inportant to convey that
funds were linmted. She expressed concerns about hiring
positions at a time of a budget crisis. She understood a
significant anmpunt of scrutiny had been applied to the
budget. She relayed that the |egislature had decreased the
budget by about $320,184 all funds, a 4 percent reduction

It included the state's DG, UGF, and federal funds. She
t hought everyone in the state would feel the effects of the
reductions to the budget. She reasoned that reductions to

House Fi nance Conmmittee 20 03/09/16 9:09 A M



the budget needed to happen prior to her constituents
having to pay additional costs. She wanted to make sure
government was the right size prior to asking constituents
to pay taxes or part with their PFD. She wanted to keep
prices down for constituents. She reiterated the difficulty
of the budget processes. She felt every subconmttee had
done a good job of naking reductions. She was supportive of
the budget in its current form

10: 38:18 AM

Vice-Chair Saddler rejected the insinuation nade by his
col | eague from Anchorage that nenbers of the commttee were

being told by the Chanmber of Commerce or the oil industry
what the budget should be. It was wuntrue, wunfair, and
indecent. It would not be any nore fair, accurate, or

decent to say that the public enployee unions were telling
nmenbers of the conmittee what the state budget should be.
That kind of rhetoric did nothing nore than inflame
passions and did not build bridges of wunderstanding or
cooperation as they net to try to solve the state's
pr obl ens.

Vi ce-Chair Saddler commented that there had been a litany
of objections as to how the budget was put together and
about the norality of the docunment. He had difficulty

under st andi ng how paying $12.5 mllion for a program was
conpassionate but providing $12 mllion for the sane
program was heartless and cruel. He heard that it was

illegitimate to include noney in the budget that could not
be guaranteed and | ocked down. He also heard criticismthat
the state was seeking to access federal TANF noney by
mat ching the naintenance of effort for the honeless
prograns and that it was illegitimte to count the noney
unless it was solidified. During the discussions of
Medi cai d expansion and reform the state heard prom ses that
there would be trenmendous savings in expanding Medicaid
that were not guaranteed, but hoped for. He believed the
rhetoric and snark that had been used was not hel pful.

Representati ve Gara obj ected.

Vice-Chair Saddler withdrew the word, "snark." He did not
appreciate the inflammtory | anguage that had been used. He
did not think it was helpful and did not believe it hel ped
in building bridges. He continued that the |egislature had
asked the admnistration to be creative, energetic, and
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innovative in finding efficiencies and in finding new
sources of revenue in order to acconplish their mssion and
serve the people of Alaska in the state's current financial
situation. He cited that the adm nistration had responded.
He expressed his frustration that a very conplicated
subject like the state's budget and finances was reduced in
the public nedia to 144 character tweets. He quoted Thomas
Jefferson who stated that denocracy depended on a fully
informed public. He hoped the public took every opportunity
to beconme fully inforned. He believed that it was the job
of the legislature to balance its unlimted needs and wants

to serve people with the state's Ilimted financial
resources. He wanted to take care of peoples' needs but
could not wish for nore noney to do it all. The situation
was unpleasant for legislators and all Al askans. He

rem nded committee nenbers that Al askans pride thenselves
for being able to overcone adversity. He felt that the
state's problenms could be solved in part by working
together and building bridges, avoiding naking enen es
al ong the way.

10: 42: 46 AM

Representative Edgnon felt that if all eleven House Fi nance
menbers wal ked away w thout sonme dispute over itens in the
budget then the commttee would not have acconplished its
objective. He agreed that it was just the beginning wth
revenues com ng down the pike. He suggested that if nenbers
t hought the budget process was difficult, he thought
i npl enenting revenue neasures and the acconpanying pressers
from | egi sl ators' constituencies woul d be nor e
exasperating. As a rural legislator he could conplain
m ghtily about certain reductions that took place and sone
injustices delivered in the budget. He would not conplain

because his constituents were beginning to understand. He
had talked with all of the major mayors in his conmunities
and had talked with scores of people who realized they,
too, would have to tighten their belts and pay nore to nake
things work. He wanted to nake sure that there were not
deeper cuts or cuts not crafted properly. He spoke of M.
Teal's warning that the day would conme where spending
needed to end. Certain areas in the state, even at the high
wat er mar Kk, remai ned chronically under served and
economi cally challenged. He believed there were cuts in the
budget that had |landed with a louder thud in Rural Al aska
than in other parts of the state. He was not going to
conplain, but rather to look out for the next fifty years
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of the future of the state. He felt that nore accurately
reflected the gravity of the budget challenges facing
Al aska.

Representati ve Edgnon started his day by reading an article
regarding the ness the State of Louisiana was experiencing
with having to shut down core services. He appreciated
working with the diverse nenbers of the conmmttee who
represented the sane diversity throughout the great State
of Alaska. There were nenbers representing the |argest
communities that were the core of the state in terns of
popul ation. There were others who represented the energy
challenged regions of the state including the areas of
Fai r banks, Sout heast, and Rural Al aska. The anal gamati on of
the discussion would produce a budget that no one would
fully enbrace or Iike. He surmsed that it was the
beginning of a process that would not only challenge
| egislators as policy makers and as |eaders of Alaska's
future. He spoke of the difficulty in staff reductions in
state gover nnent . He ment i oned t hat t hr ough t he
subconm ttee process in one departnent 39 positions were
elimnated. The budget was being reduced and tough
deci sions were being made. He felt his task was to produce
a budget that was workable and where the cunul ative inpacts
were not too regressive in terns of their inpacts on the
smaller comunities. The smaller conmunities depended on
prograns and services. He furthered that Al aska had very
synbolic relationships in which the smaller conmmunities fed
off of the larger communities and the larger comunities
provi ded inportant services and econom ¢ networks. He spoke
of returning to his constituents to discuss reducing the
di vidend, cutting the budget further, and introducing new
taxes. A conbi nation was necessary to solve Alaska's fisca

situation. He enphasized that when he sat down wth his
constituents, by-and-large, they understood and enbraced
the tough decisions. He urged his coll eagues to comunicate
with their constituents as well. He believed it was
i ncunbent upon legislators to be anbassadors. He thanked
menbers and added that he thought everyone around the table
wanted to do the right thing.

10: 51: 36 AM

Representative Miunoz thanked the chairman for hi s
| eadership and guidance through the budget process, the
subconmttee chairs for their efforts, and all of the
menbers who had worked very hard. She spoke about a bal ance
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of input and the work done by each of the committee nenbers
towards the budget process. She was pleased that the state
was funding education at statutory |evels. She was
supportive of |eadership around behavioral health and of
addressing the «crisis of heroin addiction and drug
addiction in Alaska's communities. She believed the current
budget recognized the crisis and nmade significant steps
toward inproving treatnment options. She relayed that half
of Alaska's budget, over $2 billion, went towards K-12
education and serving the less fortunate through health and
social services. She agreed that legislators needed to be
anbassadors working with conmunities and constituents to
educate folks about the state's difficult tinmes. The
current budget reflected a reduction of about 6.9 percent
dowmn from the previous year. The state's revenue had
declined by nore than 75 percent in the sane tinme period

Alaska was in a challenging tine period. However, she
t hought legislators could be optimstic. She thought the
state had a bright future. She knew that tough decisions
woul d continue to be nade through the revenue discussions
as well as in the reform of Alaska's oil and gas credit
pr ogr am In closing, she thanked nenbers for their
dedi cati on and hard work. She thought that sonetinmes it was
easier to vote no on a piece of legislation. There had been
plenty of times as a legislator where she would have
preferred to vote "no". She was confident that the
| egislature was on the right track and would be voting in
favor of the budget.

10: 54: 37 AM

Representati ve Kawasaki stated that he would not be able to
support the current budget. He hoped he would be able to in
the future. He thanked Co-Chair Neuman for his work on the
process. He felt that commttee nmenbers had worked together
on the budget but disagreed on sone of its elenents. He
shared the frustration of the nenber from the Anchorage
area. He stated that behind many of the nunbers was a
person. He agreed that a budget was a noral docunent. It
spoke to Alaska's common goals and challenges and how the
state protected its nost vul nerable, seniors, children, and
others. Because he felt that the budget was a noral
docurment it was difficult for himto see it pass in its
present form w thout addressing sone inportant areas. He
cited a nunber of vulnerable people that would be affected
by the reductions in the budget. He relayed that University
students would be hit with huge targeted cuts across the
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state. There was a $4 billion budget deficit. The state had
some mmjor structural problens that it would have to dea
with., He referred to a current newspaper article. He stated
that the legislature could fix the problem and protect
seniors in the current session. He thought the worst part
was that the budget did not include a vision for the state.
He thought the budget was a roadmap towards recession. He
did not support cutting $100 million from the University
over a two-year period. He believed the |egislature was
setting the state up for a recession. He would not be
supporting the budget as it stood.

11: 00: 52 AM

Representative Pruitt shared that he had been part of the
private sector in the past and had a work colleague who
frequently said, "Teammork is nessy." He agreed with the
sentinent. He thought that it had been nmessy working
together on the House Finance Conmttee. In the end,
t hough, they were a team He appreciated the passion from
menbers about their constituents and comunities. He
reminded the committee that it had only cut $283 million
from the budget. He stressed that it would not create a
recession. He relayed that thousands of people in the oi
and gas industry had lost their jobs because of oil prices.
He furthered that Al aska was either already experiencing a
recession or wuld be soon due to the industry not
providing the amount of noney it had provided for Al askans
in the past. He believed that the legislature had the
ability to accelerate a recession or nake one worse by
asking for noney from the pockets of constituents. He
wanted to nake sure that the information provided to the
public was clear and understandable and included what the
| egi sl ature was doing and what to expect in the future. The
general fund had been decreased by about $1 billion.
Utimately, the state would have to use savings from | ast
year or the current year to cover costs. The general fund
spend in the current year was lower due to utilizing
savi ngs.

Representative Pruitt reported that the state was utilizing
savings to cover the budget. He mde clear that the
|l egislature had not cut nore than $283 mllion. He
suggested that no household woul d consider using savings to
pay bills as cutting spending. The cuts in the budget
resulted from a significant amount of hard work from the
co-chairs, the subcommttee chairs, and from every person
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that sat on the subconmittees. He believed that in order to
continue to manage the budget statues would have to change,
delivery of services would have to be reevaluated, and
additional cuts would have to be made. OQtherw se, prograns
m ght be cut altogether. The nonies from the higher
education fund of $145 mnmillion would be spent in the
following 3 years. After that period it would cost $436 per
working individual in Alaska to cover that funding. The
noney being used from savings of $75 million to pay for TRS
equated to $225.90 per every working Al askan. He opined
that |egislators would have to have the tough conversations
necessary to address the budget deficit; Alaska 3.0 - a
time when the Permanent Fund (PF) was being considered to
pay for governnment. Wile he supported the budget noving
out of commttee he wanted to nmke it clear that the
| egi sl ature was only borrowing tine by using savings to pay
for operations. He surmsed that at sone point savings
woul d not be avail abl e for use.

11: 09: 21 AM

Representative Gattis thought it was inportant to be square
wi th Al askans about the government spend. She believed al
Al askans were willing to pitch in. She did not feel the
process was done. She thanked the <co-chairs for their
efforts. She thought she brought a different perspective
than those nenbers with |ongevity.

11:10: 56 AM

Representative Quttenberg returned to the values instilled
by his parents. He relayed that what drove him to the
| egislature were the issues around Alaskan hire. He had
cone from the construction trade and viewed nany issues
through that filter. He thought the state was well beyond
the point of waste, i nefficiencies, and ineffective
prograns. He believed the state was well beyond the neat
and tendons into the bones in terns of reductions. He
expressed his concerns about there being consequences to
the actions of the legislature. He thought many of the
anendnents that were passed would have dire conseguences
for Al askans. He asserted that the prograns that were being
cut from the budget had either been adopted or created
because they worked. The anmendnents proposed by Mnority
menbers on the budget were both cost effective and
conpassionate. He was very disappointed in the votes
because of the negative consequences that mght result. He
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opined that the budget was a reflection of the state's
noral conpass. He did not see any bridges being built.
Rat her, the same ganme was being played as in the previous
year. He wondered why the committee was not doing things
differently. He was concerned with the resulting disastrous
consequences. He clainmed that what was done in the current
day would be significant for the future. At the end of the
day, all would be a conpromse. He thought |I|egislators
woul d need to better educate constituents about the fisca
condition of the state. The current budget fell short in
his estimation. The burden that was being placed on sone
peopl e was disproportionate in his opinion. He advised that
| egislators all needed to do the right thing. He asserted
that Al aska was a great state with significant opportunity.
He nmentioned the Artic and its potential. He felt the
budget fell short.

11:19: 18 AM

Co- Chair Thonpson thanked Co-Chair Neunman for the anount of
time and energy he put into the budget process. He also
recogni zed Co-Chair Neuman's staff, M. Ecklund and M.
Brown, for their efforts. He recalled a difficult tinme in
the 80's having his own business and having to ask his
enpl oyees to share their nedical insurance costs, give up
bonuses, and go w thout salary increases. He understood
hard tinmes. He suggested that the budget was one that no
one was conpletely satisfied with because it affected
peopl e. Al though he shared his heartache with other nenbers
of the conmttee about having to reduce the budget, he
wanted to focus on those things that remained in the budget
and the services still intact. He comended everyone for
all of their hard work. He agreed with a nenber from
Fai rbanks that the budget fell short in revenues. The next
item of business would be how to fill the shortfall. He
bel i eved there was far nore work to be done noving forward.
There was a mx of constituents; some who felt that the
committee went too far and sonme that did not believe there
were enough cuts to the budget. He thought the state would
have to | ook at other sources of revenue including taxes
and the use of the earnings from the PF. He thanked Co-
Chair Neuman again for all of his hard work.

Co- Chair Neuman acknowl edged the team effort that had been

made in conpiling the budget. He knew the budgeting process
woul d be difficult.
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11: 23: 15 AM

Co-Chair Neuman recognized that ~currently Alaska was
experiencing the hardest times that it had seen in severa
years. He nentioned the high enotions of commttee nenbers
and nenbers of the public which he believed were natural
He conveyed having to deny financial requests from
Al askans. Everyone that came to his office was told that
the state did not have noney. He did not try to candy-coat
the state's fiscal woes. He highlighted trying to uncover
every small pocket of noney that was available. It was
interesting to think of the budget in terns of having to
borrow noney. He did not want to dip into the CBR However,
he would rather dip into those funds than borrow additiona
noney. He spoke of a former president that tal ked about the
econony and how what governnent did effected the econony.
He spoke of legislation in the works to address other
pieces of the state financial situation. He thought
focusing on a change in regulations would be necessary. He
surm sed that there was an overabundance of regul ati ons and
that, with the cuts to agencies, it would be difficult to
mai ntain the current |evel of regulations. He had net wth
t he governor about requiring all of the departnents to take
a serious look at reducing regulations. Mny had been
identified that potentially could be renmoved from the
books. He avowed that the legislature needed to do all it
could to make Al aska attractive to industry and to reduce
their risks in investing in the state. Alaska did not have
capital dollars. Instead, the state would have to do all it
could to attract industry investnent dollars in order to
create jobs developing its resources. He furthered that
Al aska needed to have a workforce capable of devel oping
state resources. However, a |arge nunber of Al askans had
serious addictions to drugs and al cohol.

11: 29: 26 AM

Co- Chair Neuman conveyed the inportance of dealing with the
state's alcohol and drug abuse situation. He spoke of the
budget containing a proposal of $30 mllion to be spread
over 3 years to assist in directly dealing with the scourge
attacking Alaska. He nade it clear to the comm ssioner that
the noney was to be used in proven and affective prograns.
A system had already been set up containing the
nmet hodol ogies in place to track prograns to see what worked
and what did not work. The work was done through the
reci di vism reduction group. The House Finance Conmttee had
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approved of the work being done 3 years prior. He spoke of
seeing results with Alaska State Troopers having to deal
wth a |esser nunber of offenders. He noted that troopers
were heroes. He nentioned Representative Gara discussing
children in need. My of the children's parents were
hooked on drugs or alcohol and needed help. He nentioned
talking with several different parties about what needed to
be done to solve the addiction problemin Al aska. The state
was |looking to have treatnent available after being
arrested rather than after being sentenced. He stated that
40 percent of the 6,000 inmates in the corrections system
were still awaiting a sentence. The nmmjority of them could
not receive any treatnent until after their sentencing. The
state paid approximately $55 thousand in jail so they could
maybe get treatnent.

Co-Chair Neuman indicated that the state |egislature had
reduced the budget over 40 percent over the last three or
four years. Prior to that the state budget had grown for 57
years. Every tool was needed to address the issues. He
opi ned that Al aska was doing okay, even though the state
had its issues. He invited other legislators to challenge
him and to hold his feet to the fire. There was a nachine
working behind the scenes to get things done. He
acknow edged his staff, M. Ecklund and M. Brown, and
Representative Thonpson and his staff, the LFD, and the
Legi sl ative Legal Division.

11: 34: 47 AM

Co- Chai r Neuman W THDREW hi s OBJECTI ON

Representative Guttenberg OBJECTED

A roll call vote was taken on the notion.

I N FAVOR: Kawasaki, Minoz, Pruitt, Saddler, WIson, Edgnon
Gattis, Thompson, Neuman.

OPPOSED: Guttenberg, Gara.

The MOTI ON PASSED (9/ 2).

There being NO further OBJECTION, CSHB 256(FIN) was
REPORTED out of conmmttee with a "do pass" recomendati on.
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Co- Chair Thonpson MOVED to report CSHB 257(FIN) out of
Commttee with individual recomendations. There being NO
OBJECTION, it was so ordered.

CSHB 257(FIN) was REPORTED out of commttee with a "do
pass" reconmendati on.

#
ADJ QURNVENT

11: 36: 44 AM

The neeting was adjourned at 11:36 a. m
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