29TH ALASKA STATE LEGQ SLATURE ( YEAR ONE)
SECOND SPECI AL SESSI ON
CONFERENCE COWM TTEE ON HB 2001
June 3, 2015
8:52 a.m

[ Note: Meeting was held in Anchorage, Al aska at the
Anchor age Legislative Ofice.]

8:52:21 AM

CALL TO ORDER

Chair Neuman called the Conference Commttee neeting on HB
2001 to order at 8:52 a.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:

Aldes to conmmttee nenbers and other nenbers of the
Legi sl ature.

SUMVARY
HB 2001 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 2001 was HEARD and HELD in conmmttee for
further consideration

#hb2001
CS FOR HOUSE BI LL NO. 2001(FIN) am
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"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain prograns; maki ng appropriations for t he
operati ng expenses of t he state's i nt egrated
conpr ehensi ve nental heal th  program capitalizing
f unds and repeal i ng appropriations; maki ng
appropriations under art. |IX, sec. 17(c), Constitution
of the State of Al aska, from the constitutional budget
reserve fund; and providing for an effective date."

and

SENATE CS FOR CS FOR HOUSE BI LL NO. 2001(FI N)

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

8:53: 03 AM

Chair Neuman relayed that limted powers of free Conference
were granted by both the House and the Senate. He conveyed
that the commttee would be addressing open itens 1, 6, 7,
8, 9, 10, 11, 12 and 15 based on the notion sheets
distributed to menbers and dated June 2.

Vice-Chair Kelly MOVED to ADOPT the foll ow ng:

ltem 1 House
l[tem 6 House
ltem 7 House
ltem 8 House
ltem 9 House

ltem 10 House
ltem 11 House
ltem 12 House
ltem 15 House

Chai r Neunan OBJECTED for the purpose of discussion.
Chair Neuman reviewed each of the action itenms. Item 1

appropriated nonies for the K-12 base student allocation
(BSA) in the ampbunt of $16.5 equal to $5,880 per student;
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ltem 6 provided funding in the anount of $700 thousand for
early learning for the Parents as Teachers Program Item 7
apportioned noney in the anpunt of $2 mllion for Pre-
ki ndergarten grants; Item 8 conveyed $2.5 mllion to fund
front line social workers within the Ofice of Social
Services (OCS); Item 9 provided $2.8 million in funding for
the Senior Benefits Paynent Program Item 10 funded an
additional $1.75 nmillion for the Al aska Marine H ghway
System for marine vessel operations; Item 11 supported an
additional $5 million to the University of Al aska's budget;
ltem 12 subsidized $250 thousand for Public Comunications
Services and Public Broadcasting Radio. The total for the
listed items equaled $15 nmillion. He reported that because
of the $2.5 mllion increase to OCS s budget for front |ine
social workers the state would receive federal matching
funds in the anpbunt of $681.7 thousand.

8:55:34 AM

Representative Gara recognized that the one item not
addressed in the current commttee hearing was the previous
agreenent between the House Republicans, House Denocrats,
and House | ndependents to honor the already-negotiated wage
contracts. He felt that the |egislature had noved the goa
post backwards. He relayed that the House had a deal, which
he understood did not include the Senate. However, there
was a deal that crossed party lines within the House prior
to pink slips being issued. He opined that the |egislature
shoul d have had a budget. He infornmed the committee that he
understood the Senate was a separate body. He asserted that
there was a significant anount of give and take. He thought
that the current deal in the legislature was simlar to a
honme purchase agreenment in which a purchase price was
agreed upon and then changed a few days |ater.

Representative Gara reasoned that the Senate wanted to save
addi ti onal noney which he understood. However, he expressed
frustration with being voted down on his nethod of saving
state noney. He believed there were smarter ways to save
noney than to break a wage agreenment which increased wages
by 1 percent the first year, 1 percent the second year, and
2.5 percent the third year. He clained that the total
increase for the three years stayed behind inflation. He
furthered that the state enployees did not get the agreed-
to salary increases while contrastingly oil conpanies
received $600 million nmore than what was promised to them
under Alaska's statutes. He wanted to attenpt to discuss
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the issue one nore tine in order to see if it was a way to
save noney.

Chair Neuman redirected Representative Gara to limt his
di scussion to the current agenda itens. He also asked
Representative Gara to |limt his coments to his own

t houghts rather than the thoughts of others.

Representative Gara speculated that the state could easily
save $50 million, $100 nillion, or $200 million by slow ng
down the paynment that was currently an overpaynent of oil
tax credits. He understood that the state was allowed to
make overpaynments but did not feel it was the right thing
to do in tight financial tinmes. He referenced a statute
[imt of $91 mllion. He opined that the oil conpanies were
the only entities getting a good deal.

Representative Gara conmented on education funding. He
reported that there had been an agreenment wth House
menbers made the previous Friday about education dollars.
Al though his caucus was in favor of reinstating the $32
mllion one-tine funding that was placed in statute the
previ ous year, he understood the need for conpromise. H's
caucus agreed to leave the one-tine funding out of the
budget. He asserted that he stood by the agreenent nade the
previous Friday. He commented that the budget did not have
everything he liked or wanted, but it was a conprom se. His
aimwas to work together to reach an agreenent and asserted
that a budget should have already passed with the deal nade
the prior Friday.

9:00: 54 AM

Vice-Chair Kelly stated that the governor signed a bill [HB
72] into law which rejected the nonetary terns for neeting
the state's collective bargaining unit agreenents for pay
raises; the cost of living adjustnments (COLA) for wunion
state enployees. He stressed that the |anguage in the bil

survived both bodies [House and Senate]. He conmmented that,
as far as working across party lines, there were a nunber
of denocrats in the House Majority that negotiated and cane
to an agreenent. In the Senate there was a Denocrat in the
majority and a Denocrat on the finance committee. The | abor
agreenents were negotiated, talked about, and discussed in
the open. The |anguage survived both bodies in a 90 day
process laid out in the state's constitution. He
acknowl edged what had been agreed upon across party |ines.
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In addition, he reported that the statutes required the
contracts to have language in them that was subject to
appropriation by the legislature. He reiterated that the
| egislature followed what was allowed in the contracts
negotiating across party lines and had reached the current
ci rcunst ance.

Vice-Chair Kelly clarified that with the current action
itenms the commttee would be giving noney to education, to
social workers, to the University of Alaska, and nore. He
sunmari zed that the Senate started with $860 mllion in
reductions to the state's operating budget, |essened its
cuts an additional $50 million in its negotiations with the
House, and currently suggested | owering cuts by another $31
mllion. Al of the negotiations were being done out in the
open. He remarked that the obvious discussion was about
giving pay raises at a tine when the state had no business

doing so due to an $8 billion debt tsunami. He reiterated
that the disagreenment was whether the state should give pay
raises while facing an $8 billion deficit or do the
responsible thing by dispensing funds in the nost

di stributive way through education. He made it clear that
the Senate Majority and the House Majority felt that it was
far nore responsible and beneficial to Al askans to give
noney to education, social workers, and to the university
systemthan to fund pay rai ses.

9:05:17 AM

Representative Thonpson asked if the commttee was
di scussing Item 3 or the open itens.

Chair Neuman began to clarify the itens bei ng addressed.

Representative Thonpson interjected that the commttee was
currently discussing Item 3.

Chair Neuman remarked that the commttee should keep to the
open itens.

9:05:47 AM

Senat or MacKi nnon thanked Chair Neuman for  working
diligently and advocating for the House's position as it
was brought forward to the Conference Committee. She
reported that she was elected by a group of people from a
conservative comunity who believed that the state needed
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to take a hard look in tough fiscal times at right sizing
government. She was elected by her constituents who were
trusting her to represent all of Alaska. She nentioned that
her co-chairnman spoke to the huge deficit tsunam that the
state was facing and to trying to cone up with a solution
together w thout pointing fingers. She felt that what was
being proposed was a conpromse. She relayed that the
Senate said everything was on the table. She furthered that
the Senate planted $16.1 mnmllion outside of the base
student Allocation (BSA) for education to w den the goal
post. She did not support the characterization that the
Senate brought less to the table or that the Senate nobved
the goal post inside. She believed that the goal post was
pl anted outside. She clarified that when the Senate rolled
out its conpronmise that it was headed for Conference
Conmittee. She pointed out that the Senate offered $16.1
mllion of additional spending in a range and that it
proposed to accept $31 mllion of new spending with the
support of the Senate caucus in a tine the state was
drawi ng fundi ng from savi ngs.

Senator MacKinnon restated that the Senate's offer was a
conprom se and that every single one of the spending itens
that were conveyed by the House were accepted. She asked
Chair Neuman to confirm that the conprom se included $15
mllion in new spending and all of the individual requests
wer e incl uded.

Chair Neuman agreed that the $15 million of outside funding
was included. He noted that he felt the offer was presented
such that the $15 mllion could be spent at the mnority's
di scretion. He suggested that the noney could be used to
fund education outside the BSA or anywhere the mnority saw
fit.

Senat or MacKi nnon concurred that the Senate stepped up with
an additional $15 mllion of spending in the operating
budget and left it up to the House Mnority and the House
Majority to allocate the funds. She stated that spending
was very inportant in ternms of right sizing governnent. She
felt that it was inportant to get the state's house in
order and to make sure the people working for the state
received the benefits prom sed them She also wanted to be
sure that prom ses were sustainable. She concluded that the
probl em the Senate was facing was the difficulty of taking
on recurring spending. She explained that the Senate placed
$16.1 nmillion for education outside the foundation fornula
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to make sure everyone was involved in right sizing
government wth education being the Senate's highest
priority. She opined that it was really about jobs. She
suggested that the people that will get laid off will be
new famlies not necessarily those that have been with the
state for 10 to 20 years. She felt that the Senate was
conpromising and has tried to accommobdate the agreenent
reached in the House. The Senate also had itens that it
wanted to negotiate as well. She specified that, as the co-
chairs of both the Senate and House had al ready stated, the
negoti ati ons needed to take place in front of the genera
public so that it would not be hearsay whether the Senate
was willing to conprom se. Menbers agreed that education
was the highest priority. However, she contended that wth
education taking $1.3 billion and Health and Socia
Services taking $1.3 billion and held harm ess then the
rest of the state would be picking up all of the cuts. She
reported that sone departnents were taking a 30 percent
cut. She stated that it was not about the state's highest
priority it was about noney being avail able. She
appreciated the good faith efforts on behalf of the House
Mnority and Mjority and wanted to denonstrate to the
public that the Senate was ready to discuss reconciliation
and to put forward a fully-funded budget.

9:11:22 AM

Vice-Chair Kelly clarified that the $15 mllion could be
spent in any way the mnority wanted to within the context
of what was on the table in Conference Conmttee. He
poi nted out that nenbers were limted to the topics at hand
and with the caveat that the funds be distributed wthin
t he group and not for pay raises.

9:11: 57 AM

Representative Gara stated that it was not about spending

He wanted the public to understand that the |egislature
could go outside the confines of the itens identified by
wai ving Uniform Rule 42B and addressing other itens. He

reiterated that it was not about spending. As the
| egislature nmoved forward, he hoped sonme of the $250
mllion worth of budget savings and spending cuts the

mnority caucus proposed would be considered in order to
change the deal. He indicated that if he voted "yes" on the
open itens he would not be voting "yes" on the deal that
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was being proposed. He asked if the wage agreenent was
currently an open item

9:13: 04 AM

Chair Neuman conveyed that what was being offered was what
was in front of t he Conf er ence Comm ttee.
The offer was to accept the open itens currently being
addressed. If the itenms were accepted he would close the
Conf erence Comm ttee.

Representative Gara asked if a "yes" vote would close the
Conference Committee.

Chair Neuman responded affirmatively. He stated that
accepting the items woul d cl ose the Conference Conmitt ee.

Representative Gara responded, "I cannot do that, M.
Chair."

Chair Neuman stated that his intent was to put the itens on
the table. Al of the nenbers of the Conference Committee
woul d have an opportunity to confer with their respective
caucuses before returning from a recess. The conmttee
woul d reconvene once a decision was nade. He wanted to nake
sure the public was aware of the discussion. He did not
think the commttee would be closing out presently. His
pl an was to recess once the discussion was over.

9:14: 08 AM

Representative Thonpson clarified that the only itens being
di scussed were Itens 1, 6, 7, 8, 9, 10, 11, 12, and 15. He
al so wondered if the other itens not being address would be
addressed at another tine.

Chair Neuman responded that the items would be addressed
one way or anot her.

Vice-Chair Kelly interjected that he thought itenms had to
be addressed with a notion.

9:14:31 AM

Representati ve Thonpson wanted to nmake sure that the other
itens would be addressed because he felt that a deal had
been made. He suggested that the House did conprom se after
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30 days of working nmany hours, many nights, and seven days
a week. He relayed that he had not been hone in over a
month. He nentioned that when the House had conme up with a
conprom se agreenent he felt as if it was a handshake
saying "yes." He asserted that he had never been a person
to go back on his word. He did not see how he could. He
remarked that his word was all he had. He wanted to nake
sure that the other itens would be addressed because they
meant sonet hi ng.

Chair Neuman confirmed that the open itenms would be
addressed first and there would be further discussions.

9:15: 22 AM

Senator O son asked if the commttee would be taking a vote
during the neeting. Chair Neuman responded in the negative.

Senator O son asked if they could continue a discussion
after the neeting recessed. Chair Neurman responded
affirmatively.

Senat or MacKi nnon wondered if she heard correctly that the
itens that the Senate was agreeing to were not enough.

9:15: 58 AM

Representative Gara thought that there was confusion. He
stated that the items in Conference Conmmittee along wth
the itens agreed upon in the House would constitute a deal.
He was not going back on his word. He furthered that the
bill that passed the House was a conprom se and he would
not go back on his word. He avowed that his word was his
bond. He continued that it appeared that the terns were
changi ng. He suggested that there needed to be clarity. He
wanted to better wunderstand about agreeing to certain
itens.

9:16: 43 AM

Chair Neunman explained that the open itens were the only
itens being discussed. He further clarified that any
previ ous conprom ses were voted on and either passed or
failed just |ike any other |egislation. He pointed out that
the commttee was a different commttee and that commttee
menbers were only addressing what was before them
currently. He reiterated that what was before the conmttee
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could be accepted in full or in part, but limted to the
open itens. He stated that the open itens were all up for
di scussion. He stressed that anything voted on in the past
was in the past. He asserted that the conmttee was
starting over again with the current open itens.

Chair Neuman affirmed the inportance of funding education
as heard from many Al askans during public testinony. He
understood that the Senate conpromised by placing $16.5
mllion inside the BSA forrmula rather than one-tinme funding
outside the BSA, as originally proposed. He al so addressed
the additional $15 mllion that was being added to the
budget. He relayed that nenbers fromthe mnority had asked
himif the $15 mllion in additional nonies could be put
towards education funding outside of the BSA which he
confirmed was possi bl e.

Chair Neuman returned to what was nentioned earlier that
the oil credits were currently due and that the paynment was
an overpaynent. He enphasized that the paynent was a
paynent due to the state. He sunmarized that the open itens
on the notion sheets in front of the conmttee nade up an
of fer brought forward in good faith. He specified that the
committee would continue to work [on a conpromise]. He
expl ai ned that what was before the committee for
consi deration was what was contained in the notion sheets.
He stated that any one of the itenms could be accepted or
denied. He pointed out that it was a different day, a
different piece of legislation, and a different commttee.
He reported that the commttee would continue to discuss
the itens. He specified that he would be recessing the
neeting to the call of the chair with the hopes that
following a break the parties would get together to support
the present notion.

9:19:32 AM

Senator MacKinnon took a nonent to thank nenbers of the
| egislature, particularly those who were away from their
famlies or struggling. She also offered birthday w shes to
Senat or Kel ly.

Chair Neuman conmented on some  of the sacrifices
| egislators and staff nmade in order to do the state's work.
He enphasized that there was a significant anmount of work
bei ng done by a nunber of commtted people in the mdst of
a state fiscal crisis.
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Vice-Chair Kelly qualified his statenent that it was not
about himin particular but representative of what everyone
was going through. He infornmed the committee that he had
not slept in his own bed nore than 5 tinmes since January 7,
2015. He affirned that it was what he had signed up for.

Chair Neuman added that he had had only 4 or 5 persona
days off since January 10t h.

9:21: 28 AM

Representative Thonpson infornmed the conmmttee that he had
a legal opinion from Legislative Legal Services that he
coul d attend t he Conf er ence Committee neet i ngs
tel ephonically and could vote on individual itens
tel ephonically. He also reported that he had to be present
on the final vote and would have to sign off on the
conmttee report.

Chair Neuman thanked Representative Thonpson for the
i nformation.

9:22:30 AM

Representative Gara conmented that there were disagreenents
on the budget of which he wanted to work through as quickly
as possible. He wanted to clarify to the public that the
conmmittee menbers liked each other and w shed Vice-Chair
Kelly a happy birthday. He added that his heart went out to
| egislators who had famly issues and life struggles Ilike
the 700 thousand Al askans who shared the sane experience.

9:23: 22 AM

Senator O son asked if the Senate Mnority would have a say
inthe $15 mlIlion in funds to be all ocat ed.

Chair Neuman responded that he did not have an answer for
Senator O son presently but possibly in the future. He
suggest ed speaking with Representative Gara.

Chair Neunan recessed the Conference Committee to the Cal
of the Chair.

HB 2001 was HEARD and HELD in committee for further
consi derati on.

11 06/03/15 8:52 A M



9:24: 04 AM
RECESSED

[ Note: The neeting did not reconvene and was reschedul ed
for a later date.]

#
ADJ QURNVENT

9: 24: 04 AM

The neeting was adjourned at 9:24 a.m
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