29TH ALASKA STATE LEG SLATURE
FI RST SESSI ON
CONFERENCE COWM TTEE ON HB72 and HB73
April 25, 2015
9:03 P.M

9:03: 25 PM

CALL TO ORDER

Chair Neurman called the Conference Conmittee neeting on
HB72 and HB73 to order at 9:03 p.m

VEMBERS PRESENT:

House:

Represent ati ve Mark Neuman, Chair
Representative Steve Thonpson
Representative Les Gara

Senat e:

Senator Pete Kelly, Vice-Chair
Senat or Anna MacKi nnon

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT:

David Teal, Director, Legislative Finance Division; fiscal
analysts with the Ofice of Managenent and Budget and
Legislative Finance Dvision;, and aides to commttee
menbers and ot her nenbers of the Legislature.

SUMVARY

HB 72 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 73 APPROP: MENTAL HEALTH BUDGET

#HB72

#HB73

CS FOR HOUSE BILL NO. 72(FIN)
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"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain prograns and capitalizing funds; and providing
for an effective date.”

SENATE CS FOR CS FOR HOUSE BILL NO. 72(FIN) am S

"An Act making appropriations for the operating and
| oan program expenses of state governnment and for
certain prograns and capitalizing funds; anending
appropriations; and providing for an effective date."

And

CS FOR HOUSE BILL NO. 73(FI N

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

SENATE CS FOR CS FOR HOUSE BILL NO. 73(FIN)

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

9:03:36 PM

DEPARTMENTS

Department of Adm nistration

Departnent of Fish and Gane

Department of Health and Social Services
Department of Transportation and Public Facilities
Uni versity of Al aska

Depart ment of Education and Early Devel opnent

Chair Neuman comruni cated that the commttee would take up
all remaining open itens in HB 72 and HB 73, based on the
motion sheets distributed to nenbers earlier in the day
(copy on file), dated April 25, 2015, for the follow ng
depart nments:

9:03: 53 PM
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DEPARTMENT OF ADM NI STRATI ON

Vice-Chair Kelly MOVED to ADOPT the Chair's reconmendation
on t he fol |l owi ng itens for t he Depart ment of
Adm ni stration:

ltem 1 Senat e
ltem 6 House
ltem 7 House
ltem 8 Senat e
ltem 9 House

[tem 10 House
There being NO OBJECTION, it was so ordered.

Vice-Chair Kelly MOVED to REOPEN Item 3 in the Departnent
of Adm ni strati on.

There being NO OBJECTION, Item 3 was back before the
Commi ttee.

Vice-Chair Kelly MOVED to RESCIND its action adopting the
Senate on Item 3.

There being NO OBJECTION, the committee rescinded the
adoption of the Senate intent for Item 3.

Vi ce-Chair Kelly MOVED to ADOPT the House for Item 3.
There being NO OBJECTION, it was so ordered.

The action closed all conferencable itens in the budget for
t he Departnent of Adm nistration.

9: 05: 05 PM

DEPARTMENT OF FI SH AND GAME

Vice-Chair Kelly MOVED to REOPEN Itens 10 and 25 in the
Departnent of Fish and Gane.

There being NO OBJECTION, Itenms 10 and 25 were back before
the Commtt ee.

Vice-Chair Kelly MOVED to RESCIND its action adopting the

Senate plus $200 thousand on Item 10 and to adopt the
Senate on Item 25.
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Representative Gara OBJECTED for the purpose of discussion.
He relayed that the Senate version was a $500 thousand
decrenent to the Marine Mamal program He asked what
services would be inpacted by the decreases. He corrected
his figure to $394 thousand.

Co- Chair Neuman ask M. Teal to respond.

David Teal, Director, Legislative Finance Division, asked
Representative Gara to repeat his question.

Representative Gara asked what services would not be
provided with the suggested cut to the program

9: 06: 35 PM
AT EASE

9:06:48 PM
RECONVENED

James Arnstrong, Staff, Senator Pete Kelly relayed that the
commi ssioner of Departnment of Fish and Gane asked for the
amendnment but was out of town for two weeks. The Senate
di scussed the change wth the House and found it agreeable.
It was a request nade by the departnent.

Representative Gara W THDREW hi s OBJECTI ON.

There being NO OBJECTION, the <conmttee RECINDED its
previous ACTIONS on Itens 10 and 25.

Vice-Chair Kelly MOVED to ADOPT the Senate plus $105.9
t housand for Item 10 and the House for Item 25.

There being NO OBJECTIQON, it was so ordered.

The action closed all conferencable itenms in the budget for
Departnent of Fish and Gane.

9:07:49 PM

DEPARTMENT OF HEALTH AND SOCI AL SERVI CES

Vice-Chair Kelly MOWED to ADOPT the following in the
Department of Health and Social Services’ budget:
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l[tem 1 House for both fund sources

ltem 2 Senat e

l[tem 3 Senat e

[tem 4 House for both fund sources
ltem5 House

ltem 6 Senate for both fund sources
ltem 7 House

ltem 8 House m nus $50. 0 t housand
ltem 9 Senate for both fund sources

ltem 10 Senate for both fund sources

ltem 11 Senate for both fund sources

[tem 12 Senate for both fund sources

ltem 13 Senat e

ltem 14 House for both fund sources

ltem 15 Senat e

ltem 16 Add new intent to read: It is the intent of
the legislature that reductions to the
Juneau Pi oneer Hone be taken fromthe
contractual line rather than fromthe
personal services line to ensure that
staffing levels for direct care are
sufficient.

Representative Gara OBJECTED. He pointed to Item 5 which
related to the state's foster care system He conveyed that
the nunber of foster youth had grown significantly in the
previous five years from about 17 hundred to alnobst 25
hundr ed. He enphasized that staffing shortages were
chronic. In a recent letter he had received fromthe Ofice
of Children Services (OCS), it referred to itself as an
agency in crisis. He did not want synpathy for the agency
but rather to ponder the children the agency was unable to
serve. He discussed a study from three years previously
that showed OCS was over 50 staff short. Since that tine
t he nunmber of foster youth had grown to the point where the
staff shortage was nore likely 80 to 90 staff short. He
understood that the state could not afford to pay for 80 or
90 additional OCS staff. He opined that w thout staff at
OCS kids were being left in foster care for a lengthier
time and costing the state nore noney. He relayed that the
state had 849 foster youth waiting for an adoptive hone
because of the lack of social workers available to address
the cases. He explained that the state paid a daily rate
for foster care for each child. He added that it also cost
the child because it was every day that the child was
wi thout a loving home. He concluded that w thout the needed
nunber of social workers in the system problenms were
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exacerbated. Currently, the honelessness rate for foster
care youth was about 40 percent. He detailed that 20
percent of kids were actually honeless comng out of care
and the remaining 20 percent of kids couch-surfed. There
was also a 27 percent incarceration rate for foster youth.
He enphasized that the state held guardianship for the
foster care youth. He did not believe in leaving a system
in place that the agency had described as one in crisis
where kids were left |anguishing in foster care, bouncing
between 5, 10, and 15 hones. He believed that by not having
necessary social workers in place, the state would pay in
noral fiber and in nore costs related to crine and
homel essness. He did not believe the Commttee's approach
was reasonable in addressing a system that was in crisis
and producing a 40 percent honelessness rate for foster
yout h.

He reviewed that the Senate nunber was noney freed up by
the departnment and identified as a no-cost item The state
had been able to take in $3 mllion of additional Tana
funds of which $2 nmllion were designated to hire
additional social workers. He believed it was the right
thing to do hiring staff the state knew it needed. He woul d
not be supporting the anendnent and was pretty di sappointed
in the change.

Representative Gara MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.

I N FAVOR: Representative Thonpson, Senat or McKi nnon,
Represent ati ve Neuman, Senator Kelly
OPPOSED: Representative Gara, Senator O son

The MOTI ON PASSED (House 2/1, Senate 2/1). The House for
ltem 5 was ADOPTED.

Representative Gara OBJECTED further. He expressed his
objection concerning Item 13. He was concerned with the
estimate the state would have to pay for people that needed
Medi caid services. If the anount of people increased and
nmore had to be paid, it would cost the state nore. If the
anount of people decreased, it would cost the state |ess.
He viewed that the larger decrenent in Item 13 was only an
estimate of what the state would have to pay in Medicaid
over the next year. He wondered if he was correct about
[tem 13.
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M. Teal responded that the notion was $20 nillion versus
$11 million. He added that Representative Gara was correct
in saying that if the state cut too nmuch there would likely
be a need for a supplenental. The representative was al so
correct in saying it was an estinmated anount. Currently, it
was inpossible to determne the need for a supplenental
under either option.

Representative Gara asked M. Teal whether the anmount was
an estimte the state would have to pay for Medicaid
services. The state was obligated to pay for the services.
| f the nunber ended up being higher, the state would have
to pay for it. If the nunber ended up being |ess than
anticipated, the state would see a savings. The number was
just an estimate. He wanted to know if he was accurate.

M. Teal answered, "It is.

Representative Gara W THDREW his OBJECTION on action Item
13.

There being NO further OBJECTIQN, it was so ordered.

This action closes the conferencable itens in the budget
for the Departnment of Health and Social Services.

9:14: 56 PM

DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

Vice-Chair Kelly MONED to ADOPT the following in the
Department of Transportation and Public Facilities’ budget:
ltem 33 House
ltem 38 House
ltem 39 House
ltem 48 House

There being NO OBJECTION, it was so ordered.

The action closed all conferencable itens in the Departnent
of Transportation and Public Facilities budget.

9:15:30 PM

UNI VERSI TY OF ALASKA

CC on HB72 & HB73 7 04/ 25/ 15 9:03 P.M



Vice-Chair Kelly MONWED to ADOPT the following in the
Uni versity of Al aska’ s budget:

ltem 1 Senat e
ltem 2 Senat e
l[tem 3 Senat e
ltem 4 Senat e

There being NO OBJECTION, it was so ordered.

The action <closed +the conferencable itens for t he
Uni versity of Al aska’s budget.

9:16: 00 PM

DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT

Vice-Chair Kelly MOWED to ADOPT the following in the
Departnment of Education and Early Devel opnent’s budget:

ltem 1 No selection is required. Decisions will be
made in Language lItens 6 and 11.
ltem 8 House for both fund sources

ltem 9 Senat e plus $550.0 thousand
ltem 10 Senat e

[tem 12 Senate for both fund sources
ltem 13 Senat e

ltem 14 Senat e

ltem 15 Senat e

ltem 16 House

ltem 17 House

ltem 18 House

[tem 19 Senat e

ltem 20 Senat e

ltem 22 Senat e

ltem 24 Senat e

Representative Gara OBJECTED. He referred to Item 1. His
understanding was that in addition to the $32 mllion in
grant noney cuts another $18 million would be cut from the
budget. If he was accurate he would object. Currently he
was willing to renove his objection.

Representative Gara W THDREW hi s OBJECTI ON.

There being NO OBJECTION, Item 1 was so ordered.

CC on HB72 & HB73 8 04/ 25/ 15 9:03 P.M



There being NO further OBJECTIQN, it was so ordered.

The action <closed +the conferencable itenms for the
Depart ment of Education and Early Devel opnent’ s budget.

Representative Gara asked iif the Conmttee wuld be
di scussi ng the | anguage secti on.

Co- Chair Neuman responded that the |anguage section would
be di scussed next.

9:17:53 PM

LANGUAGE SECTI ONS

Vice-Chair Kelly MOVED to ADOPT the followi ng in the Language
Sections of the budget:

l[tem 1 Senat e

Items 2, 3, and 4 No selection is required
ltem 5 Senat e

Items 7 and 8 No selection is required
[tem 9 Senat e

Item 12 No selection is required

Representative Gara OBJECTED. He stated that it was his
understanding that the education cuts in the budget were in
Iltems 6 and 11. He renarked that he was |ooking at the
| anguage for the first time and viewed it as conplex. He
want ed an explanation of the |anguage and of the total cut
being proposed in addition to the cut of $32 mllion in
grant noni es.

M. Teal responded that the item that was chosen was Item 1
which dealt with crinme victimintent |anguage. He referred
to Item 5 and explained that it dealt with federal and
other program receipts and would elimnate the need for
going to the Legislative Budget and Audit Conmittee for

addi ti onal f eder al recei pt authority for Medi cai d
expansion. It would require going to the full |egislature
for approval. He explained that Item 9 was shared taxes

nmovi ng the aviation fuel out of the general funds.
Co-Chair Neuman interrupted M. Teal to clarify whether

Representative Gara' questions were regarding Itens 6 and
11.
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Representative Gara answered that his first questions were
about Itens 6 and 11.

M. Teal relayed that Itens 6 and 11 had not been addressed
presently.

Representative Gara clarified that the itens were open.
M. Teal responded, "At this point."

Representative Gara indicated that he had a few nore
obj ect i ons.

Senator O son asked if it was true that cuts were being
considered in the anount of $32 mllion.

Senat or McKi nnon called for a point of order.

9:20:39 PM
AT EASE

9:21: 33 PM
RECONVENED

Representative Gara OBJECTED to Item 5. He noted that there
had been 26 |egislative hearings on Medicaid expansion and
reformin the year to date. He thought that there had been
nore hearings on Medicaid than anything with the exception
of Marijuana of which there had been about 125 hearings. He
bel i eved that DHSS had denonstrated that they would be able
to save $600 mllion in state noney over the follow ng six
years. He did not agree with dragging the issue out in the
mddle of a fiscal crisis. He suggested that by expanding
Medi caid noney would be freed up to spend in other areas
such as education, children's services, and senior
services. He opined that blocking Medicaid without a bill
through Item 5 was not the right course to take, especially
with the potential savings of $600 mllion.

9:22: 58 PM
AT EASE

9:23:18 PM
RECONVENED

Co-Chair Neuman asked if there was further discussion on
|tem 5.
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Representati ve Gara MAI NTAI NED his OBJECTI ON

A roll call vote was taken on Item5

I N FAVOR: Representative Thonpson, Senat or MacKi nnon
Senator Kelly, Representative Neuman

OPPOSED: Senator O son, Representative Gara

The MOTI ON PASSED (House 2/1, Senate 2/1).

9:24:01 PM
AT EASE

9:24:38 PM
RECONVENED

Co-Chair Neuman asked if there was any objection to Item 1 and
[tem 9.

There being NO OBJECTION, it was so ordered.

The action closed the conferencable itens 1, 5, and 9 in
t he Language section of the budget. [Note: Representative
Gara reconsi dered and objected. See i medi ately bel ow. ]

Representative Gara OBJECTED to Item 9. [Representative Gara
reconsi dered and objected for the purpose of reviewing the
itens].

Co-Chair Neuman allowed the objection but wanted to keep the
nmeeti ng novi ng.

Representative Gara remarked that he was trying to keep up but
noted that it was the first tine he had seen the cut sheets.
He relayed that Item 9 addressed the issue as to whether the
| ocal communities were going to receive cruise ship revenue
that they were statutorily entitled to or if there would be a
delay. He could not deci pher what was being proposed in Item
9.

Co- Chair Neuman comented that Representative Gara was | ooki ng
at the incorrect item nunber. He should be |ooking at Item 10.
He directed M. Teal to review ltem9.

M. Teal explained Item9 affected aviation fuel. In the House

version the appropriation of $200 thousand distributed to
communities canme out of the general fund. It turned out that
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the $200 thousand was not general fund nobney because aviation
tax collections were dedicated to be used only at airports

The Senate |anguage took the funds from the general fund
portion and noved it into Section B and stipulated that the
$200 thousand would be refunded from the surcharge. He
concluded that it was the same noney, the sanme communities
receiving the noney, and the proper source of the noney being
identified.

Representative Gara thanked Co-Chair Neuman for correcting
him He was concerned about Item 10 not Item9

Representative Gara W THDREW hi s OBJECTI ON
There being NO OBJECTIQN, it was so ordered.

The action closed the conferencable itens 1, 5, and 9 in
t he Language Sections of the budget.

9:27: 08 PM
AT EASE

9:28: 07 PM
RECONVENED

Vice-Chair Kelly MOVED to ADOPT the following in the Language
Section: Item 10 and to ADOPT Anendnment 29-GH1780\F. A 7
Wal | ace 4/16/15, which includes the original House |anguage
and a new subsecti on.

Page 80, following |ine 23:
| nsert new subsections to read:

"(c) The ampbunt necessary to pay the first seven ports
of call their share of the tax collected under AS
43.52.220 in calendar year 2015 according to AS
43.52.230(b), esti mat ed to be $15, 500, 000, is
appropriated from the conmmercial vessel passenger tax
account (AS 43.52.230(a)) to the Departnent of Revenue
for paynment to the ports of call for the fiscal year
endi ng June 30, 2016.

(d) If the anount available for appropriation under
(c) of this section is |less than $15,500,000, then the
appropriation nmade in (c) of this section shall be
reduced in proportion to the anmount of the shortfall."”
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Co- Chair Neurman OBJECTED for the purpose of explanation. He
directed M. Teal to describe the amendnent.

M. Teal explained that Section C was included in the
House. It paid the communities' ports of call their share
of what was referred to as the "Cruise Ship Head Tax."
Under Section D, a new section, the paynents were prorated

to the ports of <call if the balance in the fund plus
cal endar year 2015 revenue was insufficient to pay all
communities their share of <collection. It was prorating
| anguage.

Co- Chair Neuman W THDREW hi s OBJECTI ON

Representative Gara OBJECTED. He and asked M. Teal about
Section D. He understood prorating if cruise ship head tax
revenue was less than $15.5 nmillion. He wondered if he
shoul d be concerned about any other appropriation from the
crui se ship head tax that he did not see in the amendnent.

M. Teal responded that there was no appropriation |isted.
The amendrment sinply prorated the $15.5 million. He added
that there mght be other appropriations of the head tax
nmoney. In general, if the ports of call noney was
distributed with noney left over, the funds could be
appropriated to comunities for capital projects. However
the specific section nade no appropriation.

Senat or MacKi nnon conmmented that there was an issue inside
of the account which was the reason for the Senate fl aggi ng
it for further discussion. She explained that the state was
advancing noney prior to the cruise ship tax noney being
received by the state. It was overestimated in the prior
year in receipts to other communities. Section D was
clarifying that if $15.5 mllion was received, it would
then be distributed to the ports of call. If the nponey was
not received the noney would be prorated. To her know edge
there were no other places the particular noney was used to
sonehow short communities. The problem becane an issue when
the state was confronted wth a fiscal deficit and
continued to draw from its savings. In other words, the
state was advancing general funds and anticipating and
waiting for the taxes. She would be continuing to follow
the issue to try to resolve it in the followi ng |egislative
sessi on.

Representative Gara W THDREW hi s OBJECTI ON
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Senator O son stated that it was his understanding that it
was an internal issue that the state was trying to address
making sure that there were no real objections from the
comuni ties invol ved.

There being NO OBJECTION, it was so ordered.

9:32:19 PM
AT EASE

9:33:16 PM
RECONVENED

Vice-Chair Kelly MOVED to ADOPT the following in the Language
Section and to ADOPT Anmendnment 29-GHL780\F. A 17 Wall ace
4/ 25/ 15, which addressed Language Itens 6 and 11

Page 77, lines 5 - 10:
Delete all material and insert:

"(c) The sum of $157,000,000 is appropriated from the
in-state natural gas pipeline fund (AS 31.25.100) to
t he public education fund (AS 14.17. 300).

(d) The anount necessary, after the appropriations
made in (c) of this section and in sec. 28(c), ch. 16,

SLA 2014, as anended by sec. 30 of this Act, when
added to the balance of the public education fund (AS
14.17. 300) on June 30, 2015, estimated to be
$950, 555, 700, to fund the total amount for the fisca

year ending June 30, 2016, of state aid calculated
under the public school funding formula under AS 14.1

7.410(b) nmultiplied by 0.9859, is appropriated from
the general fund to the public education fund (AS
14.17. 300) .

(e) If the amount of the appropriation made in (c) of
this section S | ess t han $157, 000, 000, t he
appropriation made in (d) of this section shall be
reduced on a dollar-for-dollar basis, equal to the
amount of the reduction in (C) of this section.”

Rel etter the follow ng subsections accordingly.

Page 80, line 29, following "Sec. 30."
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| nsert "PUBLI C EDUCATI ON FUND. "
Page 80, |ine 30:

Del ete "$1, 002, 568, 100"
| nsert "$77, 008, 600"

Page81, |ine9:
Delete all material.

Renunmber the follow ng bill section accordingly.

Page 81, |ine 10:
Del ete "secs. 33 and 34"
| nsert "sec. 33"

Representati ve Gara OBJECTED

Co-Chair Neuman directed M. Teal to describe the anmendnent
to the commttee.

M. Teal directed the committee nmenbers and the public to
refer to the spreadsheet at the back of the anmended. He
suggested that the spreadsheet went in chronol ogi cal order
nore than in the anmendnent itself. On the spreadsheet the
$1.249 billion shown on line 1 was a projected bal ance of
the Public School Trust Fund prior to any amendnents on the
FY 15 operating budget. The anmount was intended to pay
foundation and pupil transportation costs in FY 16. The
state forward funded a year. He continued that lines 2 and
3 reflected the action in Amendnent F.A 17 on lines 21 and
22. In looking at the anendnent it showed that it was
replacing $1.02 billion with $77 nmillion. It reduced the
deposit in FY 15 that was made to the Public School Trust
Fund to $77 mllion elimnating the deficit for FY 15. He
added that the $1.125 billion reduction gave an FY 15 year-

end balance of $123 mllion and also reflected the
begi nning balance in FY 16 on line 4. He noved on to
explain line 5. A that showed the full projected FY 16
foundati on amount, $1.168 billion. On line 5B it showed a

proration percentage of 98.59 percent. He explained that on
line 5.C the formula would be short-funded by about $16.5
million if it were prorated to the 98.59 percent. Line 5.D
showed that the anpbunt distributed in FY 16 to school
districts via the foundation forrmula would be about $1.152
billion. If Iine 6 was added, pupil transportation costs of
$79.2 mllion, the total would equal $1.231 billion shown
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on line 7. He furthered that with the FY 15 bal ance on |ine
4, the FY 16 bal ance needed to be about $1.108 billion as
depicted on line 8. The nobney canme from two sources; $157
mllion cane from Al aska Stand Al one Pipeline (ASAP) fund
code 1229 shown on line 9 which corresponded to Iines 3 and
4 on Anmendnent F. A 17. He pointed out that line 10 was an
estimate of the general funds needed to fund the foundation
formula at 98.59 of full funding which was shown on lines 5
through 10 of the anendnent. The effective date of the FY
16 deposit changed from Decenber 1st to July 1st because
when there was a balance carried forward the cash flow
woul d have survived with a Decenber 1st date but currently
needed to be the first day of the fiscal year. It needed to
be on hand in order to have the noney for distribution. He
directed commttee nenbers to turn to the anendnent itself
on lines 11 through 13 in Section E.The lines were
contingency |anguage that reduced funding dollar-for-dollar
if the $157 mllion appropriated in Section C was
unavail able. He concluded that the FY 15 appropriation to
the public education was rescinded in order to elimnate
the fiscal gap. In FY 16 education was funded at 98.59
percent of full funding leaving a zero balance in the
Public School Trust Fund at the end of FY 16.

Representative Gara spoke to his objection. He wondered if
t he amendnment elimnated all forward funding for education.
He asked if the forward fundi ng would be at zero.

M. Teal responded affirnmatively.

Representative Gara noticed that much of the amendnent
affected the current budget year. He asked whether the
change in FY 15 in education funding affected the anount
t hat was appropriated to schools during FY 15 at all.

M. Teal responded in the negative.

Representative Gara relayed his wunderstanding was that
instead of fully funding what was passed the previous year
the legislature would be funding education at 98.59 percent
whi ch equated to a $16.4 million reduction in K-12 funding
in addition to the $32 mllion reduction made in an earlier
budget. He asked M. Teal if he was correct.

M. Teal answered in the affirmati ve.
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Representative Gara believed he understood what was
happeni ng and had two objections. First, he suggested that
by forward funding the state had seed nobney of over $1
billion to help the state get through tough financial
years. In the budget before the conmttee the |legislature
was eating up the full $1.2 billion so that it would not be
available in future lean years. If the state maintained the
$1.2 billion it would be able to use $50 nillion dollars
here or there until the state came out of its current
fiscal crisis. By spending the entire $1.2 billion the
state had essentially renoved a tool for adequately funding
educati on.

Representative Gara relayed his second objection. He
poi nted out that the $16.4 mllion reduction in addition to
the $32 million reduced previously equated to a $48 nillion
reduction for the state's public schools. He opined that it
was a devastating anmount of funding cuts. Although he was
well aware of the state's fiscal crisis he believed there
were smarter ways to deal wth it. He suggested the
possibility of saving the state $6 million by expanding
Medi caid. He also spoke of oil tax reform He clained that
currently the state was paying out $650 mllion nore in tax
credits over the following two years to oil conpanies than
what the state was receiving in production tax revenue. He
attributed this to the hole in the state's budget.

Vice-Chair Kelly interjected that he had heard enough about
oil tax credits. He opined that the discussion was al nost
al ways di si ngenuous.

9:42: 32 PM
AT EASE

9:44: 05 PM
RECONVENED

Co- Chair Neuman asked Representative Gara if he had anot her
guesti on.

Representative Gara responded that he did not have a
guestion but comented that with a total $48 mllion in
education reductions in the current year it equaled close
to a 5 percent cut in education funding. He suggested that
the reductions conbined with a lack of public commtnent to
education was a recipe for parents to |leave the state. He
acknowl edged that there was a philosophical disagreenent

CC on HB72 & HB73 17 04/ 25/ 15 9:03 P.M



between |egislators. He did not believe education was the
place to cut claimng there were other areas of the budget
t hat coul d be decreased.

Co-Chair Neurman asked if the $32 nmllion referenced by
Representative Gara was noney outside of the funding
formula. He wondered if the reduction outside the fornula
was part of Governor Wl ker's budget reconmendati ons.

M. Teal responded that it was part of the governor's
original budget. It was a conplicated question. He supposed
that the $32 mllion could not be seen as a reduction,
rather it was a planned increase that did not occur.

Vice-Chair Kelly stated that he was going to point out that
it was a planned increase. He liked the way M. Teal
phrased it. He added that the $16.5 mllion was also
anticipating a planned increase in the $50 base student
allocation (BSA) that was passed in the previous year. It
was not a one-to-one. He had been trying to figure out sone
general nunbers. In the previous year when the price of oil
was $120 per barrel the legislature voted for a $50 million
BSA increase and sone other additional increases. He did
not think the legislature would have voted affirmatively if
the price of oil had been $45 per barrel. The increases
were being pulled back. He also nentioned that the forward

funding of education had not been spent, it was just not
going to be recharged. In nost of the budgets there was an
additional $1.1 mllion or $2 billion and education was

forward-funded a year. However, the |egislature would not
be doing so in the current year because the state did not
have the noney. One of the reasons the state could not get
the noney was due to not having a 3/4 mgjority vote. He
suggested it mght be sonething to add to the Mnority's
list so that the legislature could forward fund educati on.

Senat or O son asked about line 9. It was his understanding
that for sonme reason if there was a shortfall in the
followi ng year's education funding that $157 mllion would
be taken fromthe ASAP project.

M. Teal explained that the intention of Section D was that
the state would take the balance carried forward from FY 15
(projected to be about $123 nillion), add the $157
appropriated in Section C, and add general funds to get to
98.59 percent of the full formula funding.
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Senator O son wanted to clarify that $157 mllion would be
gone fromthe ASAP project.

M. Teal indicated that Section C took $157 mllion from
the ASAP project and appropriated it to the Public School
Trust Fund.

Vice-Chair Kelly added that noney would be left in the ASAP
account to continue working towards a pipeline.

Co-Chair Neuman believed that instead of further reductions
from the general fund there would be |ess general fund
noney added plus the $157 million plus the other funds to
get to the appropriation anmount needed for education
f undi ng.

Representative Gara declared that he would be voting
agai nst the amendnent. He wanted to know whether there
woul d be a chance to nmake comments and to direct questions
to M. Teal at the end. He wanted to further understand the
overall inpact of the budget.

Co- Chair Neuman encouraged Representative Gara to ask his
guesti ons.

Representative Gara did not agree with the characterization
that there were no cuts to education. In the previous year
the one-time grant noney equaled $43 nillion. |In the
current year it was proposed at $32 mllion, an $11 nmillion
reduction. He viewed it as an offset to the $50 BSA
increase in the budget. He continued that by going from $43
mllion to $32 nmillion in the last year's education bill
education was basically flat funded. He specified that $32
mllion and $18 mllion in reductions, $50 million total
equated to a $200 reduction per student since the prior
year. He could not agree to the cuts.

Representative Gara nentioned hearing discussions about the
Constitutional Budget Reserve (CBR) but the current budget
remained billions of dollars short-funded based on the
antici pated revenue. He asked if he was accurate.

M. Teal asked Representative Gara to clarify if he was
tal ki ng about FY 15 or FY 16.

Representati ve Gara responded, "FY 16."
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M. Teal reported that the FY 16 budget was short-funded by
approxi mately $3.2 billion.

Representative Gara renmarked that the budget before the
comrittee had approximately $3.2 billion in excess expenses
versus anticipated revenue. He asked if he was correct.

Co-Chair Neuman clarified that the budget had a deficit of
over $3 billion because of the loss of revenue comng to
the state due to low oil prices.

Vice-Chair Kelly remarked that the budget the committee was
currently putting together in the neeting would reflect an
approximate cut of $822 mllion cut from the previous
year's budget. He speculated that if the budgets were
pl aced side-by-side M. Teal would argue that it reflected
a $1.2 billion reduction.

Representative Gara nai ntained his objection.

A roll call vote was taken on Anendnent 29-GH1780\F. A 17
Wal | ace 4/ 25/ 15.

I N FAVOR: Senat or MacKi nnon, Representati ve Thonpson
Senator Kelly, Representative Neuman

OPPCSED: Representative Gara, Senator O son

The MOTI ON PASSED (House 2/1, Senate 2/1).

9:52:47 PM
AT EASE

9:54:15 PM
RECONVENED

Co- Chair Neuman cal led the neeting back to order

Vice-Chair Kelly MOVED to ADOPT the following in the Language
Section and to ADOPT Anmendnment 29-GH1780\F.A 2 Wallace
4/ 16/ 15, relating to the Constitutional Budget Reserve Fund
and H gher Education Investnent Fund, which addresses new
Language Item 13:

Page 1, line 2, follow ng "appropriations;"
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I nsert "making appropriations wunder art. [|X,  sec.
17(c), Constitution of the State of Al aska, from the
constitutional budget reserve fund;"

Page 80, followi ng |ine 31:

I nsert new bill sections to read:
"* Sec. 31. CONSTI TUTI ONAL BUDGET RESERVE FUND.

(a) If the wunrestricted state revenue available for
appropriation in fiscal year 2015 is insufficient to
cover the general fund appropriations that take effect
in fiscal year 2015, the anmount necessary to bal ance

revenue and gener al fund appropriations IS
appropriated to the general fund from the budget
reserve fund (art. X, sec. 17, Constitution of the

State of Al aska).

(b) If the wunrestricted state revenue available for
appropriation in fiscal year 2016 is insufficient to
cover the general fund appropriations that take effect
in fiscal year 2016, the anmobunt necessary to bal ance

revenue and gener al fund appropriations is
appropriated to the general fund from the budget
reserve fund (art. IX, sec. 17, Constitution of the

State of Al aska).

(c) The unrestricted interest earned on investnent of
general fund bal ances for the fiscal years ending June
30, 2015, and June 30, 2016, is appropriated to the
budget reserve fund (art. IX sec. 17, Constitution of
the State of Alaska). The appropriation nade in this
subsection is intended to conpensate the Dbudget
reserve fund (art. IX sec. 17, Constitution of the
State of Alaska) for any |ost earnings caused by use
of the fund's Dbalance to permt expenditure of
operating and capital appropriations in the fiscal
years ending June 30, 2015, and June 30, 2016, in
anticipation of receiving unrestricted general fund
revenue.

(d) The appropriations made in (a) and (b) of this
section are rmade under art. I X, sec. 17(c),
Constitution of the State of Al aska.

*Sec. 32. HI GHER EDUCATION | NVESTMENT FUND. If, and
only if, the appropriation nmade in sec. 31 (a) of this
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Act fails to pass upon an affirmative vote of three-
fourths of the nenbers of each house of the
| egislature and the unrestricted state revenue
avai lable for appropriation in fiscal year 2015 is
insufficient to cover the general fund appropriations
that take effect in fiscal year 2015, the anount
necessary to balance revenue and general fund
appropriations is appropriated from the Al aska higher
education investnent fund (AS 37.14.750) to the
general fund."

Renunber the followi ng bill sections accordingly.
Page 81, followng line 7:

Insert a new bill section to read:

"* Sec. 35. CONTINGENCY. The appropriation from the
Al aska hi gher education investnment fund (AS 37.14.750)
made in sec. 32 of this Act is contingent on the
failure of the appropriation made in sec. 31(a) of
this Act to pass upon an affirmative vote of three-
fourths of the nenbers of each house of the
| egi sl ature.”

Renunber the follow ng bill sections accordingly.
Page 81, |ine 8:

Del ete "Sections 30 and 32"
I nsert "Sections 30, 3 1(a), 3 1(c), and 34"

Page 81, |ine 10:

Del ete "secs. 33 and 34"
| nsert "secs. 36 and 37"

Representati ve Gara OBJECTED.
Co- Chair Neuman asked M. Teal to explain the anendnent.

M. Teal pointed out that Subsection A reflected the FY 15
draw or appropriation from the CBR that required a super
majority vote to pass. He relayed that Section B was the FY
16 appropriation from the CBR that also required a super
majority vote to be affective. Section C appropriated
earnings or interest to the CBR from the general fund if
noney was drawn from the CBR for cash flow purposes.
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Typically, a draw would occur early in a fiscal year prior
to revenue flowing into the state coffers. If the state had
cash flow needs it mght take a draw from the CBR However
the action was not considered a super ngjority draw if it
was paid back within a year. In order to categorize it in
such a way, the draw was considered a |oan which included
an appropriation of interest from the general fund. It
applied to both FY 15 and FY16 and did not require a super
majority vote.

M. Teal went on to explain Section D. He stated that it
contained the provision that outlined the requirenent of a
super mgpjority vote for Sections A and B. Section 32 stated
that if there was a shortage of revenue to nmeke the general
fund appropriations for FY 15 the anobunt necessary to
bal ance the general fund appropriations would cone out of
the Al aska Hi gher Education Investnment Fund. As nentioned
earlier, the |anguage was back-stop |anguage. Since the
conference conmttee adopted Amendnent F.A 17 the state's
deficit should have been elimnated because it started with
about a $3.8 billion deficit. He reported that there was
$2.8 billion in the Statutory Budget Reserve (SBR) | eaving
a deficit of approximately $1 billion. By renoving the FY
15 deposit of $1.125 billion fromthe ° the state currently
had a surplus projected to be about $125 nmillion in FY 15.
He was uncertain if the amobunt would be sufficient given

the volatility of oil prices and revenue currently. The
provision would appropriate noney from the Alaska Hi gher
Education Investnment Fund to fill a deficit if it occurred.

Section 35 was the contingency |anguage that confirns that
Section 32 (the draw from the Al aska Hi gher Education
| nvestnent Fund) went into effect only if the super
majority vote failed.

Representati ve Gara MAI NTAI NED his OBJECTI ON

Senator O son asked M. Teal about Section 31, Subsection
C. He wondered if the provisions in these sections had been
used in previous |egislatures when there were shortfalls.

M. Teal answered that the |anguage had occurred ever since
2004. In terns of draws a legal opinion differentiated a
short term cash flow draw from a true super nmjority draw
It had occurred in several budgets and had been used
frequently.
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Senator O son stated since 2004 he believed there had been
surpluses in intervening years where it was not necessary
to access the fund. He asked for verification from M.
Teal .

M. Teal confirmed that in nost of the years there were
surpluses. In 2004 and 2005 there were not surpl uses.

Senator O son asked if that was when the provision was
i mpl enent ed.

M. Teal responded, "Yes."

Representative Gara referred to Subsection C, the interest
section. He asked how nuch noney would be transferred,
roughly.

M. Teal comented that it was difficult to say currently.
He clained that it mght be zero. The short term cash flow
draws fromthe CBR m ght not be accessible because in order
to take them the Departnent of Revenue and other certifying
authors would have to indicate that there would be nobney
avai lable to repay the draws. Conceivably, they would not
be able to certify that the noney would be available. If
there were no draws, there would be no interest. If draws
were made, essentially borrowing, fromthe CBR the interest
anount would be mnimal in ternms of percentages. He thought
the interest rate would parallel the rate at which the
general fund earned noney, approxinately 1 percent.

Representative Gara asked for a rough dollar amount if
there was a draw.

M. Teal responded that he could not because it depended on
the cash flow needs. He could not predict what they would
be in the future.

Representative Gara referred to Section 32 that had
| anguage which allowed noney to be taken from the Al aska
Hi gher Education Investnment Fund. He asked what for the
current bal ance of the fund.

M. Teal responded that there was approximtely $460
mllion.
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Representative Gara asked if Section 32 would only be used
if the state budget was short for FY 15. He wanted to
clarify whether Section 32 applied for FY 16.

M. Teal responded in the affirmative.

Representative Gara asked M. Teal if he thought a CBR
super mgjority vote was needed to balance the FY 16 budget
currently before the commttee.

M. Teal answered that the projected deficit was about $3.2
billion and there was no |anguage getting noney from
anywhere else. The budget was sinply short $3.2 Billion at
present .

Representative Gara restated his question. He asked M.
Teal if he believed a super majority vote would be required
to access the CBR funds for FY 16.

M. Teal stated that a super mmjority vote would be
required to access the needed anount fromthe CBR

Representative Gara asked if there was any other fund
besi des the CBR identified in the budget to cover the $3.2
billion deficit.

M. Teal responded that Representative Gara had not m ssed
anyt hi ng.

Senator O son referred to Section 31, Subsection C where a
|l oan was essentially being taken and paid back within a
year. He wanted to know what the consequences would be if a
| oan was not paid back within the year

M. Teal did not know. He reiterated that the |oans could
not be made unless a finance officer could certify that the
noney would be available. At present, a finance officer
could not certify that the noney woul d be avail abl e.

Senat or O son shared his concern about being able to access
the noney and to be able to repay it within a year based on
current projections.

M. Teal announced that that was his point; there m ght not
be interest paynents because of an inability to draw funds.
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Senat or MacKinnon relayed that in the current day the
Senate Finance Commttee had tal ked with the adm nistration
about a cash deficiency plan. In addition, she believed the
adm nistration had set aside the 10 year projection on how
to fund budgets. She relayed that nmenbers were waiting to
hear from the adm nistration about what happened if a 3/4
vote failed. It was her understanding the Mijority's main
attenpt to achieve a 3/4 vote had not been successful to
date. She furthered that the Senate Finance Commttee had
left it to the admnistration to define to the |egislature
how to access the funds, in what manner and in what order.

Representative Gara expressed particular concern about
draining or tapping into the Education Fund which was used
for needs-based and nerit-based college scholarships. He
t hought draining the fund was premature. He referred to a
menmo fromthe adm nistration that stated that for FY 15 the
state had enough funds to cover expenses through Ilate
August or early Septenber 2015. He did not see a need to
dip into the Al aska Hi gher Education Investnent Fund at
present. He opined that the state had enough noney For FY
15 to get through the end of August 2015. He thought that
the legislature would be able to have a budget agreenent
prior to the end of August. If the current anendnent passed
would take noney from the Alaska Hi gher Education
| nvestnent Fund before the legislature would be able to
come up with an agreenent on the budget. He concl uded that
the ability of the state to fund scholarships would be
damaged. He believed the legislature would be able to cone
to an agreenment in short order. He saw no reason to put the
Al aska Hi gher Education Investnment Fund at risk under the
amendment .

Senat or MacKi nnon  argued that Representative Gara's
statenent was inaccurate. She reported that the only way
that the Al aska Hi gher Education Investnment Fund would be
touched was if the FY 15 budget did not bal ance out between
the reserves that were identified to close out FY 15.

Co-Chair Neuman asked M. Teal iif Senator WMuicKi nnon was
correct.

M. Teal responded affirmatively and added that he thought
there was sone confusion over FY 15 and FY 16. There were
only two nonths left in FY 15 with a projected bal ance of
$125 million. He though the state should be safe. However

given the volatility and uncertainty of revenue projections
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the provision ensured that the state had the budget
covered. The Alaska Hi gher Education Investnent Fund
currently contained approximately $80 nmillion in excess
earnings generated by the balance to the needs of the
schol arships and grants. |If there was noney taken form the
Al aska Hi gher Education |Investnent Fund |ess than that [$80
mllion] should not inpact either grants or scholarships in
FY 16 or in the future.

Representative Gara relayed that it had been very clearly
stated by the admnistration that the state had enough
nmoney to fund state operations through August 15. He stil
held his position that the section was unnecessary to the
amendnent .

Representative Gara nai ntained his objection.
Senator O son asked to take a brief at ease.

10: 09: 20 PM
AT EASE

10: 10: 56 PM
RECONVENED

Representative Gara MAI NTAI NED his OBJECTI ON

Aroll call vote was taken on the notion.

IN FAVOR Representative Thonpson, Senator  MacKi nnon
Senator O son, Representative Neuman, Senator Kelly
OPPOSED: Representative Gara

The MOTI ON PASSED (House 2/1, Senate 3/0).

The action closed the conference-able itens in the Language
Sections of the budget.

10: 11: 42 PM
AT EASE

10:12: 14 PM
RECONVENED

Vice-Chair Kelly MOWED to give Legislative Finance and
Legislative Legal the ability to nmke technical and
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conf orm ng adj ust ment s to t he Conf er ence Committee
Substitutes for House Bill 72 and House Bill 73.

There being NO OBJECTION, it was so ordered.

Vice-Chair MOVED to report CCSHB 72 out of Committee with
i ndi vi dual recommendati ons.

Representative Gara OBJECTED. He believed he had already
spoken to is objection.

Representative Gara MAI NTAI NED his OBJECTI ON
Aroll call vote was taken on the notion.

I N FAVOR: Senat or MacKi nnon, Senator O son, Representative
Thonpson, Senator Kelly, Representative Neuman
OPPCSED: Representative Gara

The MOTI ON PASSED (House 2/1, Senate 3/0).

Vice-Chair MOVED to report CCSHB 73 out of Conmmittee with
i ndi vi dual recommendati ons.

There being NO OBJECTIQON, it was so ordered.

Co- Chai r Neuman  Thanked Vice-Chair Kelly and Janes
Arnmstrong of his staff, Senator MacKi nnon and Senator O son
and Representative Thonpson and Representative Gara and
their staff. He also thanked David Teal, Amanda Ryder and
the exceptional crew at the Dvision of Legislative
Fi nance. He al so thanked Megan Wallace, the drafter of both
bills at Legislative Legal, Pat Pitney and her staff at
O fice of Mnagenent and Budget, the Finance Commttee
assistants and secretaries, and his staff, Pete Ecklund and
Joan Brown.

Co-Chair Neurman asked if there was any other business or
comments from Conm ttee nenbers.

Representative Gara asked about the section on union
contracts, Item 8 He relayed that it referenced Section 9
of HB 73. He did not recall there being anything on union
contracts in HB 73, the mental health budget. He asked if
he was correct.
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M. Teal confirmed that HB 73 was the nental health budget
He clarified that the |anguage paralleled the |anguage in
HB 72 even though it was not necessarily needed.

Representative Gara expressed confusion. He recalled that
in prior action the conmttee did not approve a nunber of
union contracts. He did not know where to find them in HB
73. He asked that if a person were to vote in favor of HB
73 would they be voting on any of the union contracts that
were addressed in prior conmittee actions.

M. Teal answered that the salary adjustnents were all
removed whether they occurred in HB 73. He furthered that
there mght be sone nental health salary adjustnents.
However, those were not tracked separately. The |I|anguage
paral l el ed, was renoved from both bills, and the salary
adj ustnents applied across the board.

Co-Chair Neuman clarified that he was asking for closing
comments before noving the bill.

Vice-Chair Kelly MOVED to adjourn the Conference Committee.
There being NO OBJECTION, it was so ordered.

CCS HB 72 was REPORTED out of commttee with a "do pass"”
recommendat i on.

CCS HB 73 was REPORTED out of conmmttee with a "do pass"”
recommendat i on.

#
ADJ OURNVENT

10:17:29 PM

The neeting was adjourned at 10:17 p. m
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