29TH ALASKA STATE LEG SLATURE
SECOND SESSI ON
CONFERENCE COW TTEE ON HB 256 and HB 257
May 17, 2016
7:25 p.m

7:25:14 PM
CALL TO ORDER

Chair Kelly called the Conference Committee neeting on HB
256 and HB 257 to order at 7:25 p.m

VEMBERS PRESENT:

Senat e:

Senator Pete Kelly, Chair
Senat or Anna MacKi nnon
Senat or Lyman Hof f man

House:

Representative Mark Neuman, Vice-Chair
Representative Steve Thonpson
Representative Les Gara

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 256 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 256 was HEARD and HELD in comrittee for
further consideration.

HB 257 APPROP: MENTAL HEALTH BUDGET

HB 257 was HEARD and HELD in committee for
further consideration.
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DEPARTMENTS:
COMVERCE, COVMUNI TY AND ECONOM C DEVELOPMENT
LAW
NATURAL RESOURCES
REVENUE
UNI VERSI TY OF ALASKA
FUND CAPI TALI ZATI ON
FY16 SUPPLEMENTALS
LANGUAGE
STATEW DE SALARY ADJUSTMENTS
FI SCAL NOTES

#HB256
#HB257
CS FOR HOUSE BILL NO. 256(FIN)

"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain pr ogr ans; capitalizing funds; anendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl emental appropriations; and providing for an
effective date.”

SENATE CS FOR CS FOR HOUSE BI LL NO. 256(FIN)

"An Act nmeking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans; capitali zing f unds; anmendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl enmental appropriations; and providing for an
effective date.”

and

CS FOR HOUSE BILL NO. 257(FIN)

"An Act nmeking appropriations for the operating and
capital expenses of t he state's i ntegrated
conpr ehensi ve nment al heal th pr ogram maki ng
suppl emental appropriations; and providing for an
effective date."

SENATE CS FOR CS FOR HOUSE BILL NO. 257(FIN)
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"An Act neking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensi ve nental health program and providing for
an effective date."

7:26: 04 PM

Chair Kelly conmmunicated that the commttee would take up
all remaining open itens in HB 256 and HB 257, based on the
notion sheets distributed to nenbers earlier in the day
(copy on file), dated My 17, 2016 for the follow ng
departments: Departnent of Commerce, Conmunity and Economi c
Devel opnent, Law, Depar t ment of Nat ur al Resour ces,
Depart ment of Revenue, University  of Al aska, Fund
Capitalization, FY 16 Supplenental, Language, Statew de
Sal ary Adjustnents, and Fiscal Notes.

7:26:36 PM
AT EASE

7:26:46 PM
RECONVENED

7:26:59 PM

DEPARTMENT OF COVMERCE, COVMMUNITY AND ECONOM C DEVELOPMENT

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomrendation
on the following itens for the Departnent of Conmerce,
Communi ty and Econom ¢ Devel opnent:

ltem 2 Senat e

Item 3 Senate — Anend | anguage to read

It is the intent of the Legislature that the Tourism
Mar keti ng Board develop a plan to phase out reliance
on unrestricted general funds for marketing, noving
towards a self-sustaining program funded by industry
to be inplenented in the FY18 budget and present the
plan to the House and Senate Finance Conmittees by
Novenber 1, 2016.

ltem 7 Senat e

l[tem 8 House

[tem 9 Senat e
7:27: 49 PM
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Representative Gara OBJECTED to Item 2. He understood that
the tourism industry was vital to the state. He stressed
that, other than the cruise ship industry, the state did
not receive revenue fromthe tourismindustry. He felt that
t he House proposal, which saved $1.35 nmillion was the nore
appropriate action in a time of a $4 billion fiscal crisis.

Chair Kelly shared that there was a spreadsheet that
reflected a significant amount of tourism noney returned to
the treasury.

Aroll call vote was taken on the noti on.

I N FAVOR: Kelly, Neuman, MacKi nnon, Thonpson, Hoffman
OPPCSED: Gar a

The MOTI ON PASSED (5/1).

7: 30: 04 PM
AT EASE

7: 30: 16 PM
RECONVENED

There being NO further OBJECTION, it was so ordered. The
action closed all conferencable itens in the budget for the
Depart ment of Comrerce, Conmunity and Econom c Devel opnent.

DEPARTMENT OF LAW

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomrendation
on the following itens for the Departnent of Law

l[tem 1 House
There being NO OBJECTION, it was so ordered. The action
closed all conferencable itens in the budget for the

Depart nment of Law.

DEPARTMENT OF NATURAL RESOURCES

Vi ce-Chair Neuman MOVED to RESCIND the nmotion on Item 2 for
the Department of Natural Resources. There being NO
OBJECTION, Item 2 was before the commttee.

Vice-Chair Neuman MOVED to ACCEPT Senate, | ess $100
t housand for Item 1.
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There being NO OBJECTION, it was so ordered. The action
reclosed all conferencable itenms in the budget for the
Depart ment of Natural Resources.

DEPARTMENT OF REVENUE

Vi ce-Chair Neuman MOVED to ADOPT the Chair's reconmendati on
on the followng itens for the Departnent of Revenue:

Item 4 Senate and revise the |anguage appropriation
to reflect Permanent Fund D vidend Fund as the fund
source.

ltem5 Senat e

There being NO OBJECTION, it was so ordered. The action
closed all conferencable itens in the budget for the
Depart ment of Revenue.

UNI VERSI TY OF ALASKA

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomendati on
on the following itenms for the University of Al aska.

Item 11 Senate for both itens
There being NO OBJECTION, it was so ordered. The action
closed all conferencable itens in the budget for the

Uni versity of Al aska.

FUND CAPI TALI ZATI ON

Vi ce-Chair Neuman MOVED to ADOPT the Chair's recomrendation
on the following items for the Fund Capitalization notion
sheet :

ltem 1 House plus $132,079,900 (bringing the total
appropriation to the Public Education Fund to
$1, 151, 064, 400) .

Representative Gara OBJECTED. He wondered whet her the noney
woul d cover the $50 Base Student Allocation (BSA) increase.
M. Teal replied that it did not cover the $50 BSA
increase, therefore the anount was approximately $12.9
mllion |less than the Senate version.
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Representative Gara recalled that the House and Senate
budgets covered the $50 BSA increase. M. Teal agreed, but
the item was conferencable, because it was funded in
di fferent ways.

Representative Gara wondered how the decision was nmade to
elimnate the BSA increase. M. Teal replied that it was
t he conference conmttee notion.

Aroll call vote was taken on the notion.

I N FAVOR: Kelly, Neuman, MacKi nnon, Thonpson, Hoffman
OPPCSED: Gar a

The MOTI ON PASSED (5/1).
There being NO further OBJECTION, it was so ordered. The
action <closed all conferencable itens in the Fund

Capitalization notion sheet.

FY 16 SUPPLEMENTALS

Vice-Chair Neuman MOVED to ADOPT the Chair's recommendati on
on the following itens within the FY 16 Suppl enental notion
sheet :

l[tem 1 House mnus $14 mllion
ltem 2 House

ltem 3 House

[tem 4 Senat e

ltem5 House

ltem 6 Senat e

Representative Gara OBJECTED for discussion.

Representative Gara |ooked at Itens 2 and 3, and wondered
whet her the amounts were the requests from the Al aska
Retirement Managenent (ARM) Board for the Public Enpl oyees'
Retirement System (PERS) and Teachers' Retirenment System
funding | evel.

7:36:22 PM

JAMES ARMSTRONG, STAFF, SENATOR PETE KELLY, replied that
they were not requests from the ARM Board. He stated that
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the appropriations were nmde in the Senate Finance
Conmittee.

Representative Gara | ooked at Item 4 and queried the effect
on school funding. M. Teal replied that Item 4 would have
capitalized the Public Education Fund, so there was extra
money in the fund. The Item allowed, under the House's
plan, to reduce the deposits of the capitalization of the
fund by $145 million per year for FY 17, FY 18, and FY 19.
He stated that the conference conmittee declined that
action with Item 1, so the noney no |onger pre-funded
educat i on.

Representative Gara queried Item 1. M. Teal replied that
he was referring to Item 1 of the Fund Capitalization
noti on sheet.

Representative Gara queried the decisions behind Itens 5
and 6. M. Arnstrong replied that Item 5 capitalized the
hi gher education with $80 mllion. He noted that higher
education funds had been used for PERS and TRS, so the
nmoney al nost replenished the funds. He furthered that Item
6 repealed the FY 16 inflation proofing, which was
estimated at $47 mllion.

Representative Gara OBJECTED to Item 4. He felt that
educati on was i nadequately funded.

Representative Gara W THDREW t he OBJECTI ON.

There being NO further OBJECTION, it was so ordered. The
action closed the FY 16 Suppl enmental noti on.

LANGUAGE

Vice-Chair Neuman MOVED to ADD a new |egislative intent
Item5 within the Language notion sheet.

Representative Gara OBJECTED to read.

7:40:18 PM
AT EASE

7:41:13 PM
RECONVENED

7:41:17 PM
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Representative Gara OBJECTED to the MOTION. He felt that
requiring t he adm ni stration to review all their
regul ations would be at a cost, but noted that there were
no costs attached to the appropriation.

Vice-Chair Neuman explained that the intent was for an
exam nation of reductions within the departnents.

Representative Gara stressed that fairness in budgeting
shoul d allow for noney to be applied to the Item

7:44:39 PM

Vi ce-Chair Neuman remar ked t hat t he adm ni stration
continual Iy exam ned regul ati ons.

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

I N FAVOR: Neuman, MacKi nnon, Thonpson, Hoffnman, Kelly
OPPCSED: Gar a

The MOTI ON PASSED (5/1). There being NO OBJECTION, it was
so order ed.

7:45:18 PM

Vice-Chair Neuman MOVED to ADOPT New |Item 5, Amendnent 29-
GH2740\ U. 12 Wal | ace 4/5/16 (copy on file).

7:45:37 PM
AT EASE

7:46: 03 PM
RECONVENED

Vi ce-Chair Neuman MOVED to ADOPT new ltem 6, Amendnment 29-
GH2740\ U. 16 Martin/Wall ace 5/ 16/ 16 (copy on file).

This new intent |anguage is in the nenbers’ packets.
It adds intent |anguage that the Departnent of Revenue
transfer managenent and investnent responsibility of
the budget reserve fund to the Al aska Permanent Fund
Cor porati on under AS 37.10.430(a).
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Vice-Chair Neuman restated the notion.

There being NO OBJECTION, it was so ordered. The action
recl osed the Language notion sheet.

STATEW DE SALARY ADJUSTMENTS

Vice-Chair Neuman MOVED to RESCIND the notion in adopting
ltem 2.

7:47:28 PM
AT EASE

7:47:58 PM
RECONVENED

7:48:13 PM

Representative Gara OBJECTED for DI SCUSSION. He recalled
that the legislature had approved all the negotiated
contracts. He wondered if the intent was to update for
addi tional negotiated contracts. M. Teal replied in the
affirmative. He stated that the M. Edgecunbe bargaining
unit woul d be added to the approved bargai ni ng agreenents.

Representative Gara W THDREW the OBJECTI ON. There being NO
OBJECTION, Item 2 was before the commttee.

Vi ce-Chair Neuman MOVED to AMEND the Conference Conmittee
Salary and Benefit Adjustnent |anguage to include the
col |l ective bargaining agreenent for the Teachers Education
Associ ati on of Munt Edgecunbe.

Representative Gara OBJECTED for DI SCUSSION. He surm sed
that all of the other approvals, plus the Teachers
Educati on Association of M. Edgecunbe. M. Teal agreed.

Representative Gara queried and explanation of subsection
C. M. Teal explained that subsection C was a provision
that nmust be ratified by the nenbers of the bargaining
agreenent and approved by the legislature. He furthered
that the legislative approval was invalid if they are not
approved by the bargaining unit.
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Representative Gara surmsed that the existing contract
remained in place until an agreenment was net. M. Teal
agr eed.

Representative Gara W THDREW t he OBJECTI ON
There being NO further OBJECTI ON, the MOTI ON PASSED

Vi ce-Chair Neuman MOVED to ADOPT new Item 3 to incorporate
sal ary adjustnents.

Representative Gara OBJECTED for DI SCUSSI ON
Vi ce-Chair Neuman expl ained Item 3:

Item 3 adds salary adjustnents for an Alaska Care
Health Insurance rate increase to address the
declining health insurance reserve bal ance. The tota
increase is $2.675 mllion and consists of:

$477 thousand desi gnated general funds
$1 million 570 thousand other state funds
$628 t housand federal funds

The details on the amount by fund source are included
in the menbers’ packet and will be made available on
Legi sl ative Finance Division s website.

7:52:13 PM

Chair Kelly clarified that the first amunt was $2.675
mllion.

Representative Gara OBJECTED for DI SCUSSION. He surm sed
that the Item adopted the governor's proposal on the health
insurance rates. Chair Kelly replied that it was not the
full anount.

M. Teal furthered that the Item did not include the UGF
portion. It only contained the DG, the other funds, and
the federal funds. He stated that there was approximately
$5.7 mllion of UG-, which was excluded because it could
not be determ ned whether the reserve would be enptied,
because there was no way of knowing the clains. He
explained that, should the reserves get dangerously | ow,
the Item would allow for the administration to raise rates
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at any point in the year by giving them the authority to
spend the non- UGF receipts.

Representative Gara renmarked that the governor had proposed
an additional "cushion" of G- nbney to cover the insurance
costs during the year, and $5 mllion was renoved, which
could result in rate increases. M. Teal replied in the
affirmative, and explained that it was projected that the
reserves woul d be | ow.

Representative Gara wondered whether the governor proposed
an additional $5 mllion, and was not in the conference
commttee proposal. M. Teal agreed, and explained that the
governor's proposal would have increased the rate for every
sal ary.

Representative Gara recalled that the governor had proposed
an additional $5 mllion in UG, in order to mnimze the
chance of raising enployee contribution rates. He asked for
further information. M. Teal explained that the governor
asked for UG.

Representative Gara surmised that the governor's proposal
woul d have been be a "cushion"” to cover the enployee rated,
with the additional $5 mllion. M. Teal replied that it
was t he enpl oyer-paid rates, and not enpl oyee-paid rates.

Representative Gara understood that it was a mtter of
whether the state paid later in the supplenental or
currently pay with UG, w thout any inpact on enployee rate
paynments. M. Teal replied that it would not affect what
the enployees contribute, and only affected the enployer
portion. He remarked that it did not force the rate
i ncrease, but rather only allowed the rate increase.

Representative Gara W THDREW t he OBJECTI ON.
There being NO further OBJECTION, it was so ordered. The
action reclosed the Statewde Salary Adjustnents’ notion

sheet

7:57:56 PM

FI SCAL NOTES

Vice-Chair Neuman MOVED to ADOPT the docunents with the
foll owi ng footers:
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“FY17 Fiscal Note Section to HB 256" as section 2 of
HB 256

“FY17 Fiscal Note Section to HB 257" as section 2 of
HB 257

7:58:51 PM
AT EASE

7:59: 38 PM
RECONVENED

7:59:47 PM

Representative Gara announced that he had two separate
fiscal note docunments. M. Arnstrong replied that the
bottomright footers had the bill |abeled on them

Representative Gara shared that there was not a fiscal note
attached to the oil tax legislation [HB 247] to pay for tax
credits. He surmsed that there was a fiscal note for HB
247 of $430 mllion to pay for the credits. M. Teal
replied that the fiscal note was a conference conmttee
note, and |ooked at line 20 of the HB 256 docunment, which
used FY 16 noney to make a deposit to the Gl and Gas Tax
Credit Fund. The noney would be avail able beginning in FY
17 to pay tax credits.

Representative Gara did not understand why there would be a
fiscal note for HB 247, which only set the levels for tax
credits, but did not require paynment. M. Teal responded
that it was not a requirenent, but rather capitalized the
fund to utilize the funds for the repaynent of credits.

Representative Gara wondered whether there was a $430
mllion appropriation to pay the tax credits for the
upcom ng fiscal year. M. Teal replied in the affirmative.

Representative Gara OBJECTED to adopting the fiscal notes.

8:02: 48 PM
AT EASE

8:03: 20 PM
RECONVENED
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8:03: 28 PM

Senat or MacKi nnon declared that the governor had requested
$1.2 billion to pay outstanding tax credits.

Vi ce-Chair Neuman noted that the |egislature had used noney
from the Constitutional Budget Reserve (CBR) for oil and
gas work. He furthered that there was sone noney |left over,
so the appropriation used the FY 16 funds to pay the earned
credits in FY 16. He stressed that it did not affect the FY
17 budget.

Representative Gara |ooked at the FY 16 budget, and noted
that $500 mllion was granted in case there were
unanticipated FY 16 expenses. He wunderstood that $430
mllion would be used for FY 17 oil and gas tax credits M.
Teal replied that the $430 mllion was in addition to the
$500 mllion in the FY 16 budget. He explained that the
total FY 16 appropriation would be $930 mllion. He
stressed that it was only put in the fund, and did not
necessarily all be paid out. The paying of the credits
depended on the terns of HB 247.

Vi ce-Chair Neuman stressed that there was already a request
for $775 mllion in credits for FY 16. He did not believe
the funds could not be used for FY 17.

Representative Gara wondered if the $430 nillion was in
addition to the oil and gas credit paynent. M. Teal
replied in the affirmative.

Representative Gara declared that there was a statute that
limted the ambunt the state was obligated to pay for tax
credits. He explained that the fornula was based on the
state's production tax revenue-the |less revenue to the
state made for the probability that the state would pay
less in oil and gas tax credits. The fornmula resulted in

$37 mllion for the upcomng fiscal year. He shared that
the state could pay nore than that nunber, but felt
unconfortabl e appropriating an additional $430 nillion.

Vice-Chair Neuman felt that the amount did not associate
with HB 247, because it set different tax rates. He shared
that there was sonme remaining funds from FY 16, so the
| egi slature could use the noney to pay the credits.
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Co- Chair MacKi nnon stressed that the governor planned to
pay the $770 mllion in credit. She stated that the nunber
was conpounded because of a veto fromthe adm nistration.

Representative Thonpson declared that the state needed to
show the industry that it paid its bills.

Senator Hoffrman stressed that the issue was about paying
the bills now or later. He supported paying the bills
"now. "

Chair Kelly restated that there was "leftover” FY 16 nopney
to currently pay the credits.

8:08:43 PM

Representative Gara wondered if any of the $430 mllion
came from the CBR approval from the prior year's
| egislative session. M. Teal replied in the affirmtive.
He furthered that there was a $500 nmillion "head roont
approved by the three-quarter vote.

Representative Gara asked for a restatenent. M. Teal
replied $288 million came from the SBR and the remainder
was fromthe CBR

Representative Gara restated that the state had a statutory
obligation of roughly $37 mllion for FY 17. He wanted to
see the final version of HB 247 before deciding on the
appropriation.

8:11: 22 PM
AT EASE

8:11:48 PM
RECONVENED

8:11:52 PM

Co- Chair MacKi nnon explained that HB 247 would shape how
the nunmbers would be paid. She stressed that the noney
woul d not be attached to anything, should HB 247 fail to
pass the | egislature.

Representative Gara MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.
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I N FAVOR: MacKi nnon, Thonpson, Hoffman, Kelly, Neuman
OPPCSED: Gar a

The MOTION PASSES (5/1). There being NO furthered
OBJECTION, it was so ordered.

Vice-Chair Neuman clarified the notions:

1. Section 2 nmakes appropriations associated with the
bills listed.

2. If abill listed either fails to pass, its substance
fails to be incorporated in sone other neasure, or is
vet oed by the governor; the appropriations associ ated
with that bill are reduced.

Chair Kelly stated that the neeting would go into recess.
#

8:14: 19 PM
RECESSED UNTI L VAEEDNESDAY, MAY 18, 2016.
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