HOUSE FI NANCE COW TTEE
February 28, 2017
9:02 a.m

9:02: 03 AM

CALL TO ORDER

Co-Chair Seaton called the House Finance Commttee neeting
to order at 9:02 a.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative David Guttenberg
Representative Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanme W/ son
Representati ve Mark Neuman (Alternate)

[ Note: Representative Pruitt left during the neeting and
Representative Neuman filled in as alternate for the
remai nder of the neeting.]

VEMBERS ABSENT

None

ALSO PRESENT

Hei di Teshner, Di rector, Adm ni strative Servi ces,
Department of Education and Early Developnent; Al exei
Pai nter, Analyst, Legislative Finance Division; Palom

Har bour, Director, Admnistrative Services, Departnent of
Labor and W rkforce Developnent; Pat Pitney, Director,
O fice of Managenent and Budget, Ofice of the Governor;
Davi d Teal , Director, Legi sl ative Fi nance Di vi si on;
Representative Justin Parish.
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SUMVARY
HB 57 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 57 was HEARD and HELD in commttee for further
consi derati on.

HB 59 APPROP: MENTAL HEALTH BUDGET

HB 59 was HEARD and HELD in committee for further
consi derati on.

Co- Chair Seaton addressed the neeting agenda.

#hb57
#hb59
HOUSE BI LL NO. 57

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

certain progr ans; capitali zing funds; anmendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl emrental appropriations and reappropriations, and
maki ng appropriations wunder art. [IX, sec. 17(c),

Constitution of the State of Alaska, from the
constitutional budget reserve fund; and providing for
an effective date.™

#hb59
HOUSE BILL NO. 59

"An Act meking 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."

9:03:11 AM

ADEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT FI NANCE
SUBCOWM TTEE ANMENDMENTS

9:03:47 AM

Representative Otiz addr essed t he subcomm ttee
recommendations for the Departnent of Education and Early
Devel opnent (DEED) with a prepared statenent:
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The subcommttee on the Departnent of Education and
Early Devel opnent budget held 12 neetings for a total

of 15.5 hours. Included in that was sone public
testinmony - the subconmittee took one hour of
testinmony hearing from 16 individuals from 6
comuni ties. In addi ti on, we recei ved witten

testinmony, emails, and letters from approxi mately 50
i ndi viduals. Sonme of the topics of interest were early
| earning prograns, Online Wth Libraries - in total 42
individuals testified in opposition to the reductions
to early learning prograns, 16 were opposed to
reductions to Online Wth Libraries.

As a part of our presentation or report, t he
subconmittee is forwarding six anendnents to this
commttee for our consideration. This includes three
anendnents from the governor, one anendnent from the
subconmittee, and two intent |anguage statenents. |If
t hese anmendnents are adopted today, the budget figures
will include unrestricted general funds rounded off at
$48 nmillion, designated general funds at $26 mllion,
other funds at $57 mllion, and federal funds at
$251.3 nillion, for a total of $383.1 million. |If
t hese anmendnents are adopted the unrestricted genera
fund difference between the FY 15 nmanagenent plan to
the FY 18 rmanagenent plan is a reduction of
$21, 203,000 for a decrease of 30.7 percent.

It was inportant for nenbers of the comittee to
remenber that 98 percent of this general fund (GF)
budget is grants. This includes the foundation
formula, pupil transportation, and smaller grants that
go to school districts. Personal services nmake up only
1 percent of the general fund DEED budget. Wth
respect to personnel, staff who work wth K-12
schools, adm nister federal prograns, and adm nister
the $1.3 billion in G grants to school districts
total fewer than 100 folks (97 full-time positions).

Wth that in mnd, 1'd like to nove on to our
recommendations. Before we actually nove the first
amendnent it's also inportant to note that a statutory
recommendat i on is com ng forward from our
subcomm ttee. The subconmttee reviewed the Public
School Trust Fund, which is currently a revenue source
for the foundation program There was general
consensus that the trust is not maximzing its full
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earnings potential and a review of restructuring
options is warranted, wth the goal of increasing
revenues for public education. No specific option is
recommended, but instead a review of the options
shoul d be initiated.

Representative Otiz elaborated that the idea of a review
had been discussed by the subcommittee - the subconmttee
believed the topic needed further review to naximze the
potential returns for education funding.

9:07:31 AM

Co-Chair Seaton asked if the recommendation was to the
[ House] Education Conmitt ee.

Representative Otiz replied in the affirmative.

Co-Chair Seaton asked for verification that Representative
Otiz would transmt the recommendation to the [House
Education] Conmitt ee.

Representative Otiz responded in the affirmative.

Representative Otiz MOVED to ADOPT Anendnent H DOE 1 (copy
on file):

K-12 Support

Boardi ng Hone G ants

H DOE 1 - Reduce Boarding Home Stipend Program by
Under spent Anobunt

O fered by Representative Otiz

Reduces GCeneral Fund authority to reflect declining
use of the Stipend portion of the Boarding Honme G ants
program The Boarding Hone budget funds two prograns:
1) the Secondary Boarding Honme Stipend Program and 2)
the larger School District Operated Residential Schoo

Pr ogram This anmendnent does not inpact School
District Operated Residential Schools. It reduces UG
aut hori zation for the Stipend program to nore closely
align with actual costs.

Co- Chair Foster OBJECTED for discussion.
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Co-Chair Seaton rem nded nenbers to view the transaction
detail sheets to follow the amendnents (copy on file).

Representative Otiz explained would reduce $70,000 in GF
authority, which reflected declining use of the stipend
portion of the boarding home grant allocation. He read from
a statement:

The Boarding Honme budget funds two progranms: 1) the
Secondary Boarding Home Stipend Program and 2) the
| arger School District Operated Residential Schools.
The district operated boarding schools included six
across the state in Galena, Nenana, Chugach, Lower
Kuskokw m and Beri ng Straits districts. Thi s
anmendnent only reduces undesi gnated general fund (UGF)
aut horization for the stipend portion of the budget,
it does not inpact the school district operated
resi denti al boardi ng school s. By reducing it by
$70,000 there are anple funds that remain to cover
what demand we expect to happen on that part of the
budget .

Co-Chair Foster WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendrment H DOE 1 was ADOPTED.

9:09: 30 AM

Representative Ortiz MOVED to ADOPT Anendnent H DOE 2 (copy
on file):

Educati on Support Services

Executive Adm nistration

H DOE 2 - School District | nt er net Access &
Educati onal Opportunities

O fered by Representative Otiz

It is the intent of the legislature that the State
Board of Education report to the Al aska Legislature
with findings and recomendations to ensure equity and
af fordable access to high speed internet, broadband
services, and connectivity to all School D stricts in
Al aska. Further, it is the intent of the |egislature
that the State Board of Education address this in
context of its Best Practices Initiative.

Co-Chair Foster OBJECTED for discussion.
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Representative Otiz read froma prepared statenent:

Amendrment 2 is intent |anguage that addresses equity
and access to broadband services and internet activity
for schools across the state.

Representative Otiz read the intent |anguage from the
amendnent expl anation [see above for detail]. He continued
to read froma prepared statenent:

The House and Senate Education Conmittees have
dedi cated a significant amount of tine in evaluating
the value of Dbroadband and internet access to the
educational opportunities they offer. This intent
| anguage focuses on the issue of affordable, equitable
access to internet-based educational opportunities.

Co-Chair Seaton noted Representative Pruitt had joined the
meet i ng.

Representative WIson asked how the report differed from an
anmendnent offered by Representative CGuttenberg several days
earlier, which directed the Regulatory Commi ssion of Al aska
(RCA) to do a report on broadband.

Representative Otiz answered the report addressed by
Amendnment 2 would conme fromthe State Board of Education as
opposed to the RCA

9:11: 22 AM

Representative WIlson replied, "that's the whole point."
She explained that the commttee had voted to have the RCA
| ook into broadband. She hoped it would include schools,
the University, public buildings, and private residents.
She believed Amendnent 2 was a duplication. She asked if
the subconmttee thought the State Board of Education
needed to do a report because it did not believe the RCA
would provide an in-depth report. She was trying to
determne the difference between the two. She believed what
the comnmttee had previously directed the RCA to do would
cover what Anendnent 2 was aimng to address.

Co-Chair Seaton explained the tw anmendnents cane from

different subcommttees. He detailed that itenms could be
consolidated during a | ater anendment process.
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Representative W/Ison appreciated the comment, but she did
not believe it necessarily required consolidation. She
t hought the two anmendnents nay cover the same thing. She
asked if the DEED subconmttee was |ooking for sonething
di fferent in a broadband report. Al ternatively, she
wondered i f the anendnments covered the sane thing.

Vice-Chair Gara believed the amendnent passed previously
addressed broadband for communities and did not identify
equal access for schools. He asked for the accuracy of his
st at enent .

Representative (Quttenberg answered that the broadband
intent language for the RCA was neant to conpare the ATA
[ Al aska Tel ephone Association] of the Al aska Plan versus
needs for the state. Wereas, the current anmendnent was
specifically for schools.

Vice-Chair Gara asked if part the intent was to have
sonmeone with expertise identify other fund sources (e.g. e-
rate, private, and public).

Representative Otiz answered in the affirmative. In
response to Representative WIson's question, he explained
that the anmendnment asked the State Board of Education to
address broadband from an education perspective, whereas
the RCA was | ooking at infrastructure needs.

9:14: 35 AM

Representative QGuttenberg explained e-rate for schoo

libraries was a unique fund source, which operated as a
subsidy and drove the cost down. He noted that sonetines
public libraries were included as well. He believed every
departnment had a uni que focus on their individual needs. He
reasoned that it would be plausible to do a report for
every department. He wused telenedicine as an exanple
pertaining to the Departnent of Health and Social Services.
He believed it was appropriate for schools to evaluate
t heir needs.

Co- Chair Foster W THDREW hi s OBJECTI ON.
Representative WIson OBJECTED. She did not have a problem

with the anmendnment, but she was concerned the |egislature
was doing things in silos. She stated that broadband had
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been a huge problem She continued that the University was
usi ng broadband, but it did not necessarily go into high
schools. Additionally, they were addressing broadband for
schools. She continued that some agencies had vocalized
they were not able to do work in sonme rural areas because
there was insufficient broadband and another group would
not share their access. She did not want to continue to
splinter out broadband - a topic she viewed as one nmgjor
issue that would have a big inpact on the state's ability
to nove forward. She W THDREW her OBJECTI ON

There being NO further OBJECTION, Anendnent H DOE 2 was
ADOPTED

9:16: 48 AM

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

Teachi ng and Lear ni ng Support

St udent and School Achi evenent

GA 4 2/15 Alaska Technical and Vocational Education
Formul a Fundi ng

The Al aska Technical and Vocational Education Program
(TVEP) , is funded by 0.16 percent of enployee
contributions to the wunenploynment insurance trust
fund. The taxable wages collected have declined nore
rapidly than originally anticipated. A reduction in
TVEP authority is required in order to not overspend
the fund. This is a new item for FY2018. It was not
included in the FY2018 Governor's Budget due to timng
of updated revenue coll ection projections.

TVEP, established under AS 23.15.830, provides non-
conpetitive grants to institutions that are part of a
statewide vocational training system Institutions
provide technical and vocational training prograns
that align with workforce regi onal demands.

The Departnment of Labor and W rkforce Devel opnent
(DOLVWD) manages the TVEP admnistration, including
projecting available revenue for distribution. DOLVD s
proposal for the TVEP distribution in the FY2018
Governor's Budget assuned flat TVEP revenue FY2016
t hrough FY2018. There was a carryforward bal ance from
unspent prior year TVEP distributions at the end of
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FY2016 that was anticipated to be sufficient to cover
reduced revenues in FY2017 and FY2018. Actual revenue
collections through the first two quarters of FY2017
i ndicate taxable wages are declining faster than what
was anticipated prior to the start of the fiscal year.
An overall adjustnment of $1,319.2 is needed, bringing
the total available for distribution to $11,970.1

The Galena Interior Learning Acadeny's distribution is
set by AS 23.15.835(d), and will receive $478.8, or
four percent, of total receipts available. This
decreases the Galena Interior Learning Acadeny's
authority by $52.8 fromthe FY2017 distribution |evel.

Co- Chair Foster OBJECTED for discussion.
Representative Otiz read froma prepared statenent:

Thi s amendnent reduces Al aska Technical and Vocationa

Education Program (TVEP) funding by $52,800 to align
budget authorization wth revenue <collection. The
revenue source was 0.16 percent of the enployee
contributions to the Unenploynment Insurance Trust
Fund. The Depart ment of Labor and Wor kf or ce
Devel opnent manages this program and nmakes awards to
the vocational training program as specified by AS
23.15.830 with TVEP funds. This one grantee who
receives TVEP funds is in the DEED budget and is the
Galena Interior Learning Acadeny. This anendnent
reduces their grant by $52,800 to align wth
anticipated revenues. This anmendnent was adopted by
the subcommittee with no objection.

Co-Chair Foster pointed out that the only reason that the
Galena Interior Learning Acadeny was |isted was because out
of a nunber of recipients receiving funds from the program
it was the only one that fell within the education budget.
The ot her vocational schools fell underneath the Departnent
of Labor and Workforce Developnent (DLWD). He stated the
anmendnent was not singling out on entity. He clarified that
the decrease had been proposed given that the fund was
depl eting caused by fewer people paying into the fund.

Co-Chair Foster W THDREW hi s OBJECTI ON.

There being NO further OBJECTION, Anmendnent GA 4 was
ADOPTED
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Representative Otiz MOVED to ADOPT Anendnent GA 5 (copy on
file):

Teachi ng and Lear ni ng Support

Child Nutrition

GA 5 2/15 Additional Child Nutrition Grants from the
US Departnment of Agriculture

Due to increased growh in the National School Lunch
Program School Breakfast Program and Summer Food
Servi ce Program addi ti onal f eder al recei pt
authorization is needed for acceptance of the increase
in United States Departnent of Agriculture (USDA)
grant funds. These are 100% USDA funds and do not
require an increase in state general funds or
additional staff. This is a new request for FY2018. It
was not included in the FY2018 Governor request
because at the tinme of budget developnent it was
unknown  whet her an anendnent request woul d  be
necessary due to pending information fromthe

U. S. Departnent of Education.

The Child Nutrition Prograns (CNP) has experienced
significant program growh in the National Schoo

Lunch Program School Breakfast Program and Sumer
Food Service Program as well as continued growth in
remai ni ng prograns. The prograns have been inpacted by
an overall shift 1in economc status of children
served, wth an increase of children neeting the
Al aska adjusted poverty guidelines, resulting in a
substantial increase in the federal reinbursenent
rate. It is anticipated that CNP wll continue to
receive these sane grants, as well as a technol ogy
grant, which wll increase the need for additional
f eder al aut hority. Addi ti onal f eder al recei pt
authorization is needed for acceptance of the increase
in United States Departnment of Agriculture (USDA)
grant funds.

CNP growth is expected to continue beyond 2017. The
funds are from a block grant, which provides claim
rei mbursenent noney to schools, child care facilities,
etc. The department receives increnmental receipts
t hroughout the year based on USDA estimates on the
departnment's CNP actuals. The federal receipts are
received by weekly draws. These are 100% USDA funds
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and do not require an increase in state general funds.
The departnment has existing, 100% federally-funded
positions, which provide oversight and managenent for
the various food progranms; no additional staff wll be
required.

Wthout this additional authority, the departnent will
not be able to accept the grant or provi de
rei mbursenents to Al aska school districts and other
agencies for food and nutrition prograns. Affected
services and recipients include statew de food service
progr ams t hat provi de neal s to econonical ly
di sadvant aged Al askans.

Co-Chair Foster OBJECTED for discussion.

9:19: 27 AM

Representative Otiz read froma prepared statenent:

Thi s amendnent increases federal authorization for the
Child Nutrition Progranms by approximately $10.2
mllion. These are 100 percent USDA funds that do not
require an increase in state general funds or
additional staff. Staff that admnister these funds
are 100 percent federally funded. Child Nutrition
Prograns include the National School Lunch Program
School Breakfast Program and Summer Food Service
Pr ogram These federally funded Child Nutrition
Prograns have been inpacted by an overall shift in
econom ¢ status of children served - with an increase
in nunbers of children neeting the Al aska Adjusted
Poverty  Cuidelines, resulting in a substantial
increase in the federal reinbursenent rate. Wthout
this additional authority the departnent would not be
able to accept the federal gr ant or provi de
rei mbursenent to Alaska school districts and other

agencies for food and nutrition prograns. Thi s
anendnent was adopted by the subcommttee with no
obj ecti on.

Representative WIson asked to hear from the departnent.
She stated that a few years earlier the |egislature had
heard from nunmerous school districts because the funds had
not been sufficient to cover the cost for breakfast or
lunch; therefore, districts had needed to use operating
funds to supplenent the costs (especially for breakfast).
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She asked if districts were still using operating funds to
suppl ement costs. Alternatively, she wondered if funds
avai |l abl e for breakfast or |unch had increased over tine.

HEI DI TESHNER, DI RECTOR, ADM NI STRATI VE SERVI CES,
DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT, answered
that the districts did subsidize with their G- noney for
the breakfast and lunch progranms. She did not have the
preci se data on hand. The departnent had an annual report
t hat included the data.

Representative WIson addressed the breakfast program and
remarked that it had becone a big issue in Fairbanks
because the buses often arrived just before classes began

She asked whether taking the funds neant districts (Title 1
schools) were required to offer the programs if there was
no tinme for students to utilize the service.

Ms. Teshner answered it was up to the school district to
choose to participate in the prograns.

Co-Chair Foster W THDREW hi s OBJECTI ON.

There being NO further OBJECTION, Anmendnent GA 5 was
ADOPTED

9:22:41 AM

Representative Ortiz MOVED to ADOPT Anendnent H DOE 3 (copy
on file):

Early Learni ng Coordination
H DCE 3 - Early Chil dhood Prograns

O fered by Representative Otiz

It is the intent of the legislature that the State
Board of Education evaluate and make reconmmendati ons
on strategies to secure access to quality wearly
educational opportunities for all Al askan children.
Further, it is the intent of the |legislature that
early learning be prioritized by the Departnent and
State Board of Education as they set long term
strategies to address Al aska's educational challenges.

Co-Chair Foster OBJECTED for discussion.
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Representative Otiz read froma prepared statenent:

The intent of this amendnent directs the State Board
of Education to consider and address the issue of
early learning prograns as the board considers |ong-
termstrategies to i nprove education.

Representative Otiz read the intent |anguage from the
amendnent expl anation [see above for detail]. He continued
to read froma prepared statenent:

Resear ch shows t hat a hi gh-qual ity preschoo

experience nakes a significant difference in the
outcones for children. Alaska has been strategic in
its investnent of limted pre-K dollars. Nationally,
Al aska scored 10 on a rating scale of 1 to 10, with 10
the highest rating, on the quality of its pre-K
progranms. According to a study done by Rutgers
University in 2016. However, Al aska ranks 39th out of
50 states in access to pre-K prograns. The intent of
this |anguage encourages the state board to consider
and nmake recommendations on early |earning progranms as
they examine |long-term strategies to inprove the
state's educational system

Representative WIlson stated that she hoped the anendnent
| anguage addressed public and private pre-K progranms. She
had concern with prioritizing one program over all other
progr ans. Currently the state's constitution nmandated
providing K-12 education. Although she had no problem with
| ooking at early learning, she was al so concerned about the
state's dropout rate and ensuring that children were
reading at a «certain grade level. She wondered if
prioritizing nmeant raising pre-K over and above the nmandate
the board had for K-12. She noted the discussion had
occurred the previous day when the commttee had addressed
athletics and the University. She stressed that the state
board was not mandated to do early learning, but it was
mandated to do K-12.

9:25: 38 AM

Representative Otiz did not Ilook at the intent as
prioritizing early learning over K-12, but as a sound
investnment in the education for children. For exanple,
statistics showed that when children had access to early
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| earni ng opportunities, the dropout rate and |ikelihood of
further educational renediati on expenses were reduced.

Vice-Chair Gara appreciated the anendnent and liked that it
woul d encourage the departnment to explore |[|everaging
federal funds 3 to 1 or 6 to 1 to expand pre-K. He believed
there was a conpetitive federal grant. He asked if the
commttee or the departnent had further detail.

9:27:34 AM

Co-Chair Seaton pointed to the |last sentence of the
anendnent that read "prioritized...as they set long term
strategies to address.” The intent |anguage did not mandate
anyt hing but asked the departnent to address pre-K as one
of its long-term strategies.

Representative GQuttenberg expressed appreciation for the
amendnent. He noted that nost of the studies he had seen
pertaining to the success rate of pre-K had been national
He wanted to see the departnent prioritize the success. He
noted that nothing in the intent |anguage specified whether
the pre-K was private or public or other. He was interested
in strategies on what had been successful in the past.

Co- Chair Foster W THDREW hi s OBJECTI ON.
There being NO further OBJECTION, H DCE 3 was ADOPTED

9:29: 05 AM

Representative Otiz MOVED to ADOPT Anendnent GA 6 (copy on
file):

Al aska Student Loan Corporation
Loan Servicing
GA 6 2/ 15 FY2018 Health I nsurance Rate |ncrease

Al aska Student Loan Corporation (ASLC) contracts wth
the Alaska Conmission on Postsecondary Education
(ACPE) for loan servicing and pays for these services
with ASLC receipts. The health insurance increase was
added to ACPE s interagency receipt funding I|ine
within the appropriation but not within the ASLC s
appropriation, which funds ACPE This amendnent
provi des FY2018 f undi ng based on an FY2017
suppl enental request of $115. 1.
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Vi ce-Chair Gara OBJECTED for discussion.
Representative Otiz read froma prepared statenent:

GA 6 relates to the Alaska Student Loan Corporation;
it contracts with t he Al aska Conmi ssi on on
Post secondary Education for |oan servicing and pays
for these services wth student |oan receipts. Health
i nsurance increases were added to the commission's
interagency receipt authority wthout a concurrent
adjustment to the Student Loan Corporation. This
anmendnent nakes that adj ustnent.

Representative W I1son disagreed that the amendnent only
aligned. She believed it would nean individuals with |oans
woul d have to pay nore. She reasoned that the noney cane
from Alaskans who had loans wth the corporation. She
wondered if all the funds were wutilized annually. She
wondered how it would inpact students with high interest
| oans. She asked how much nore the state would need to get
fromthe students to cover costs.

9: 30: 53 AM

ALEXEI  PAI NTER, ANALYST, LEG SLATIVE FINANCE DI VISION

replied that the Alaska Student Loan Corporation had
funding in one appropriation, which was transferred to ACPE
in another appropriation. The salary adjustnments had been
made in the ACPE appropriation, but not in the ASLC
appropriation. The anmendnent was a technical adjustnent -
the noney was already in the budget on the ACPE side. He
relayed that the corporation paid out a dividend to the
state in the current year, which was the first payout since
around FY 09.

Representative WIson asked for verification that the
corporation had paid out a dividend to the state, but could
not lower the interest on its |loans to students.

M. Painter answered that his understanding was that the
corporation had set its rates to not make a profit, but
costs had been reduced because of operational efficiencies.
Consequently, the corporation had nade a profit and had
returned a portion to the state as statutorily required.
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Representative Wlson did not want to see the state profit
fromthe interest rate the state was charging students. She
considered that a statute change nmay be necessary that
would return nmoney to students paying on |oans. She noted
that the specific portion of the DEED budget was not
scrutinized as closely by the legislature because it was
not general fund dollars. She underscored there was a real
problemif the state was profiting off students with | oans.

Vice-Chair Gara W THDREW hi s OBJECTI ON

There being NO further OBJECTIQN, Anmendment GA 6 was
ADOPTED

Representative Otiz provided concluding remarks. He
believed it was inportant to renmenber that the funding
reductions to the departnent had not been inconsequenti al

to DEED. He spoke to loss to the departnent and overall

education system because of budget cuts. For exanple, it
was inportant to recognize the Jloss of the Teacher
Mentoring Program He furthered that the departnent was
trying to inprove teacher retention, particularly in rural

areas - the Teacher Mentoring Program had helped new
teachers with curriculum and adjustnents to living in rura

Al aska. The departnment was trying to inprove the delivery
of services and education to the state's children, but
funding reductions resulted in the |oss of prograns working
to deliver education to the children. He noted that the
Al aska Learning Network program had also been lost. He
recognized the fiscal situation, but it was inportant to
remenber there was an opportunity cost of addressing the
i ssue.

Representative Otiz relayed that the subcommttee had
di scussed potential anendnents in early |earning that would
have reduced or elimnated wearly Ilearning prograns.
Proposal s had included the elimnation of funding for pre-K
conpetitive grants by 25 percent and a reduction in Parents
as Teachers by 20 percent. Menbers had discussed the nerits
of early learning prograns and its inportance to the
conprehensi ve educational system He continued that nenbers
who had spoken in support of reducing the program had
tal ked about the need for state budget reductions in the
face of the state's fiscal situation and saw pre-K as a
| ower priority. The subcommttee had also |ooked at an
anendnent that would have inpacted funding for Bree's and
Erin's Law. The anendnent would have elim nated funding for
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the inplenmentation of Chapter |l SLA 15. He recalled |oud
and clear support for the laws; however, districts had
vocalized the difficulty of adding the itens to the |ist of
unfunded mandates facing state districts. He explained
there was very little funding in the budget to inplenent
the laws, which the anmendnment would have elimnated and
would have resulted in a greater unfunded nmandate to
districts; therefore, he had been opposed.

Vice-Chair Gara to hear fromthe departnent about a federal
conpetitive grant program for pre-K He wondered if the
department had taken any acti on.

Ms. Teshner replied that she was aware of the federal grant
Vice-Chair Gara was referring to, but the departnment had
not submtted anything for the grant.

Vice-Chair Gara discussed that nany comrttee nenbers were
| ooki ng at ways to expand pre-K, but the state was facing a
fiscal crisis. He asked if Ms. Teshner would follow up with
information on the specific grant program and why the
departnment had not applied. He recalled former DEED
Comm ssioner Mke Hanley had relayed that a successful
applicant could |everage either 3 to 1 or 6 to 1 federal
mat chi ng dollars. He asked the departnent to follow up with
a description of the program and why DEED had not appli ed.

Ms. Teshner agreed.

ADEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT FI NANCE
SUBCOWM TTEE ANMENDMVENTS

9:39: 29 AM

Co-Chair Foster provided a subcommttee report. He read
froma prepared statenent:

The finance subcommittee for the Departnent of Labor
and Workforce Developnent had six neetings and
recommends the House Finance Committee budget for the
Department of Labor and Wbrkforce Devel opnent i nclude
the following funding: $20,982,000 in undesignated
gener al funds, $36,292,400 in designated genera
funds, $20,410,100 in other funds, $84,337,900 in
federal funds, for a total of $162,022,400 for FY 18.
This is a decrease from the FY 17 nanagenent plan
unrestricted general fund of $1,515,6400, a 6.7 percent
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decrease. The subcomrttee had no statutory change
proposals. There are two governor's anendnents and two
subcomm ttee amendnents.

Co-Chair Foster MOVED to ADOPT Anendnent H DOL 1:

Labor Standards and Safety
Cccupational Safety and Health
HDOL 1 - Miintain Wrkers' Safety Prograns

O fered by Representative Foster

There is a sufficient Wirrkers' Safety and Conpensation
Adm ni stration Account (WSCAA) fund bal ance to support
nore of the state's workers' safety program expenses.

WECAA is a designated general fund revenue established
via statute (AS 23.05.067) for the admnistrative
expenses of the state's workers' safety prograns under
AS 18. 80.

Vice-Chair Gara OBJECTED for discussion.

Co-Chair Foster explained the anendnent with a prepared
st at enent :

This amendnent is a fund source change, reducing the
departnment's UGF by $600,000 and increasing spending
from the Wrkers' Conpensation Adm nistration Account
Fund by $600,000. The funds will be wused for
adm ni strative expenses of the state's workers safety
prograns and the fund bal ance can support this change.

Co-Chair Foster added that a departnent representative was
avai |l abl e for any questions.

9:41: 26 AM

Representative Pruitt referenced the H DOL 2 anendnent. He
relayed that the DLWD subcommittee had heard the amendnent
and he objected. He agreed the anmendnent would sinply
transferring nmoney from GF to the W irkers' Conpensation
Adm ni stration Account, which |ooked like a sinple fund
source switch. However, H DOL 2 increased the cost by
$600,000. He did not believe the explanation was a good
representation of exactly what would take place. He spoke
to sone challenges he had with changing fund sources. He

House Fi nance Conmmittee 18 02/ 28/ 17 9:02 A M



understood that the worker's safety account nay have
sufficient funds, but changing fund sources so the
| egi slature could then use the G- funding on other things
did not result in the needed savings. Additionally, there
was intent by the legislature on how to nmanage the
reduction. He believed the anendnent would go back on the
legislature's intent. He objected to the increase in the
budget resulting fromthe two conbi ned anendnents. He asked
to stick only with H DOL 1, although he believed it was a
fal se savi ngs.

Co-Chair Foster agreed that H DOL 1 and H DOL 2 were
connect ed. He explained that with an increase in
unenpl oynent rates, fewer people were paying into the
unenpl oynment i nsurance program He detailed that vocational

school s, Al aska Construction Acadeny, and regional training
centers around the state received TVEP [Technica

Vocati onal Education Program funds; wth fewer people
paying into the unenploynent insurance program (0.16
percent of paynents went into TVEP funding), fewer funds
were available for the training progranms. The training
prograns helped to keep people enployed by acquiring new
skills in the event of job |loss. The goal was to find other
funds to backfill.

9:45: 25 AM

Representative WIson stated the construction acadeny did
not receive TVEP funds. She asked for the current bal ance
in the Wirkers' Conpensation Adm ni strati on Account.

PALOVA HARBOUR, Dl RECTOR, ADM NI STRATI VE SERVI CES,
DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT, answered
that the departnment was projecting a fund balance for the
Wor ker s’ Conmpensation Adm nistration Account of $4.1
mllion at the end of FY 18. The anmendnment would bring the
nurmber down by $600, 000.

Representative WIson asked what noney went into the fund
and what was paid out of the fund.

Ms. Harbour answered that the fund source had been
established in statute to support the administrative costs
of the state's Wrkers' Safety and Conpensation prograns.
Currently the account supported the Wrker's Conpensation
conmponent, t he Wor ker' s Conpensati on and Appeal s
Conmi ssi on, and occupational safety and heal th prograns.
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Representative WIson asked if it was noney going into or
out of the account. She asked for the incom ng and outgoi ng
funds for the | ast year.

Ms. Harbour answered that in FY 16, $7.2 million in revenue
had been collected and $7.9 mllion had been expended.

Representative Wl son observed that the account had been in
the negative in FY 16. M. Harbour agreed, but there had
been a remai ning balance in the account of $5.7 mllion.

Representative WIson agreed wth Representative Pruitt
that the amendnent would nean a switch in fund sources. She
asked how many years the fund had brought in less than it
had spent. She asked if taking noney fromthe account would
cause problenms in the future. She was concerned about the
ability to fulfill obligations in the future.

V5. Har bour answered that currently the account was
expending nore than it was bringing in, but the departnent
had worked with the governor to introduce legislation to
reduce the draw on the fund. There were currently two bills
under consideration - HB 69 and HB 79 - that would help
i nprove the health of the fund. There were several years to
get the bills through the process before there would be any
fund sufficiency probl ens.

Representative WIson asked why the departnent had
initially chosen to use $600,000 in UG match instead of
funds from the \Wrkers' Conpensation  Adm nistration
Account .

V5. Har bour answered that the governor's budget had
included a fund source change for the Cccupational Safety
and Health prograns of $191,000. The issue had been
reeval uated during the subcommttee process. Wen worKking
t hrough the subcommttee process the department had | ooked
at what it could accommobdate in the next several fisca
years to have tinme to get the |egislation through

9:49: 43 AM

Vice-Chair Gara appreciated the anendnment and believed it
woul d create a benefit for people seeking work. He stated
that the last year and in years prior, the commttee had
"canni bal i zed" the H gher Education Fund for things that
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had nothing to do with education. He believed the current
anmendnent seened like a much nore reasonable use of funds
t han funds that had been used fromthe education fund.

Representative WIson asked if she could expect to always
have coments namde based on questions commttee nenbers
asked. She believed it was the commttee's responsibility
to understand and help the public understand details on
account bal ances and what funds were neant to do to prevent
harm ng the bal ances. She agreed with Vice-Chair Gara that
t he Hi gher Education Fund was being used for things that it
shoul d not be. She pointed out that at the end of the day,

the funds were all G- She still believed it was the
commttee's responsibility to mnmake sure the accounts
remai ned healthy enough to fulfill their purpose. She

guestioned whether the departnent would have to go after
general funds to pay for itens that were supposed to be
taken care of by the other accounts.

Co-Chair Seaton replied that the departnent had already
commented that it had proposed taking sonme of the funds.

Representative WIson countered that Vice-Chair Gara had
brought the issue up. She believed Vice-Chair Gara was
making it sound |ike other commttee nenbers were trying to
do sonething, which she did not believe they were trying to
do. She agreed that the departnment had brought the issue
forward because everyone was |ooking for other non-G- fund
sources. She wondered whether the |legislature would be
required to use UG- to pay for itens typically funded by an
account if the account was depleted to a certain |evel. She
reasoned that committee nenbers sat on the House Finance
Comm ttee for a purpose.

9:52:44 AM

Ms. Harbour replied that at present there was a sufficient
fund bal ance to cover expenses proposed in the budget. She
agreed that if the departnment was unsuccessful getting
additional legislation through the process there would be a
fund sufficiency problem in the future. However, the
departnent had identified ways to save costs to prevent the
problem She explained that it would be up to the
| egislature in three fiscal years to determne if it wanted
to make cuts to the progranms if the admnistration's
proposed | egi sl ati on had not passed.
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Co-Chair Foster believed it was the legislature's job to
make the best guess possible. He detailed that the
subconm ttee had worked with the departnent to assess the
risk; it had been determ ned there were sufficient funds
avai lable. Additionally, plans were wunderway to try to
mnimze any risk in the future. He observed it was
necessary to make the best guess and he believed the action
proposed in the anmendnent was prudent.

Vice-Chair Gara W THDREW hi s OBJECTI ON

There being NO further OBJECTION, Anendnent H DOL 1 was
ADOPTED

9:54:28 AM

Co- Chair Fost er MOVED to ADOPT Anendnent GA 10 and
Amendrent GA 11 (copy on file):

Enpl oyment and Trai ni ng Services

Wor kf or ce Devel opnent

GA 10 2/15 Al aska Technical and Vocational Education
Formul a Fundi ng

The Al aska Technical and Vocational Education Program
(TVEP) , is funded by 0.16 percent of enployee
contributions to the wunenploynment insurance trust
fund. The taxable wages collected have declined nore
rapidly than originally anticipated. A reduction in
TVEP authority is required in order to not overspend
the fund. This is a new item for FY2018. It was not
included in the FY2018 Governor's Budget due to timng
of updated revenue coll ection projections.

The Al aska Technical and Vocational Education Program
(TVEP), established under AS 23.15.830, provides non-
conpetitive grants to institutions that are part of a
statewide vocational training system Institutions
provide technical and vocational training prograns
that align with workforce regi onal demands.

The Departnment of Labor and Wrkforce Devel opnent's
proposal for the TVEP distribution in the FY2018
Governor's Budget assumed flat TVEP revenue FY2016
t hrough FY2018. There was a carryforward bal ance from
unspent prior year TVEP distributions at the end of
FY2016 that was anticipated to be sufficient to cover
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reduced revenues in FY2017 and FY2018. Actual revenue
collections through the first two quarters of FY2017
i ndi cate taxable wages are declining faster than what
was anticipated prior to the start of the fiscal year.
An overall adjustment of $1,319.2 is needed, bringing
the total available for distribution to $11,970.1

The Workforce Devel opnent conponent grants TVEP
funding to select institutions prescribed in AS
23.15.835(d). They are as foll ows:

Al aska Technical Center will receive $1,077.3, or nine
percent, of total receipts available. This decreases
the conmponent's authority $118.7 from the FY2017
di stribution |evel.

Amundsen Educational Center wll receive $239.4, or
two percent, of total recei pts avail abl e. Thi s
decreases the conponent's authority $26.4 from the
FY2017 distribution |evel.

Ilisagvik College will receive $598.5, or five
percent, of total receipts available. This decreases
the conponent's authority $66.0 from the FY2017
di stribution |evel.

Nort hwestern Al aska Career and Technical Center wll
receive $359.1, or three percent, of total receipts
avai |l abl e. This decreases the conponent's authority
$39.6 fromthe FY2017 distribution |evel.

Partners for Progress in Delta, Inc., wll receive
$359.1, or three percent, of total receipts avail able.
This decreases the conponent's authority $39.6 from
the FY2017 distribution |evel.

Sout hwest Al aska Vocational and Education Center wll
receive $359.1, or three percent, of total receipts
avai l abl e. This decreases the conponent's authority
$39.6 fromthe FY2017 distribution |evel.

Yuut Elitnaurviat, Inc. People' s Learning Center wll
receive $1,077.3, or nine percent, of total receipts
avai l abl e. This decreases the conponent's authority
$118.7 fromthe FY2017 distribution |evel.

Al aska Vocational Technical Center
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GA 11 2/15 Al aska Technical and Vocational Education
For mul a Fundi ng

The Al aska Technical and Vocational Education Program
(TVEP), is funded by 0.16 percent of enployee
contributions to the wunenploynment insurance trust
fund. The taxable wages collected have declined nore
rapidly than originally anticipated. A reduction in
TVEP authority is required in order to not overspend
the fund. This is a new item for FY2018. It was not
i ncluded in the FY2018 Governor's Budget due to timng
of updated revenue coll ection projections.

The Al aska Technical and Vocational Education Program
(TVEP), established under AS 23.15.830, provides non-
conpetitive grants to institutions that are part of a
statewide vocational training system Institutions
provide technical and vocational training progranms
that align with workforce regi onal demands.

The Departnment of Labor and Workforce Devel opnent’s
proposal for the TVEP distribution in the FY2018
Governor's Budget assumed flat TVEP revenue FY2016
t hrough FY2018. There was a carryforward bal ance from
unspent prior year TVEP distributions at the end of
FY2016 that was anticipated to be sufficient to cover
reduced revenues in FY2017 and FY2018. Actual revenue
collections through the first two quarters of FY2017
indicate taxable wages are declining faster than what
was anticipated prior to the start of the fiscal year.
An overall adjustrment of $1,319.2 is needed, bringing
the total available for distribution to $11,970.1

The Al aska Vocati onal Techni cal Center's (AVTEC
distribution is set by AS 23.15.835(d), and wll
receive $2,034.9, or seventeen percent, of total
receipts available. This decreases the conponent's
authority $224.3 fromthe FY2017 distribution |evel.

Vice-Chair Gara OBJECTED for di scussi on.

Co- Chair Foster explained the anendnents with a prepared
st at enent :

These anendnents reduce the Alaska Technical and
Vocat i onal Education program (TVEP) funding to
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grantees and Al aska Vocational Techni cal Cent er
(AVTEC). The TVEP revenues collected have declined
faster than expected and the adjustnents reflected are
required so that we do not overspend from the fund.
The decrenent is divided up to all grantees in AVTEC
usi ng TVEP funds.

Vice-Chair Gara W THDREW hi s OBJECTI ON.

There being NO further OBJECTION, Anmendnment GA 10 and
Amendnent GA 11 were ADOPTED.

9:55: 27 AM

Co- Chair Foster MOVED to ADOPT Anendrment H DOL 2:
H DOL 2 - Restore Al aska Construction Acadeny Fundi ng
O fered by Representative Foster

In accordance with legislative intent, the Governor's
budget reduced the unrestricted gener al f unds
supporting the Construction Acadeny Training by
$600.0. This is shortsighted given there are already
not enough trained Al askans to neet workforce needs as
evidenced by the high nonresident hire rate in these
occupations. Restoring this funding is necessary to
meet demand for a trained Al askan workforce. Al ong
with current Construction Academes, this funding
still supports construction training at:

« Al aska Technical Center in Kotzebue $150.0

e« Northwestern Al aska Career and Technical Center in
Nonme $150.0

e Sout hwest Al aska Vocational & Education Center in
Ki ng Sal non $50.0

Vi ce-Chair Gara OBJECTED for discussion.

Co-Chair Foster explained the anendnent with a prepared
st at enent :

This anendnent restores funding to the Al aska
Construction Acadeny and the regional training centers
cut in recent years so they can continue to neet the
demand for a trained Al aska workforce throughout all
of Alaska. The restoration is $600,000 in UG-, which
had been noted in the prior amendnment [H DOL 1].
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Representative Kawasaki did not have a problem with the
increnment, but he took issue with a comment that there were
not enough trained Alaskans to neet the workforce and the
evidence cited of high nonresident hire rates. He rel ayed
that in Fairbanks, it was clearly not the <case. He
furthered that individuals who used to work on the North
Sl ope were being replaced by out-of-state workers rather
than in-state workers. He appreciated the Construction
Acadeny providing opportunities for new, young individuals
to get into the industry. He remarked that it was also
necessary to have industry partners wlling to hire
residents.

9:56:49 AM

Representative WIlson referred to the construction acadeny
and stated that "when this was put in and it was a wap
down of five years,” which was to be based private matching
funds. She asked if any private funding had cone in to the
program

Co-Chair Foster deferred to the departnent. He noted that
the adm nistration had voiced strong support for the Al aska
Constructi on Academ es.

MVs. Har bour answered that the academies had Dbeen
adm ni stered by the Construction Education Foundation as a
passt hrough grant. She furthered that the departnent did
not have all the information on funding for each acadeny.
The grants to school districts for construction academ es

had been elimnated fromthe budget - as cuts had been nmade
there was not sufficient funding for the prograns. There
were still construction academes occurring in schoo

districts, which were now 100 percent supported by other
funds. There had been successes, but she did not have the
speci fics because funds generated from private donors was
up to each school district.

Representative WIlson was replied that the answer "tells ne
that we don't know. " She remarked that it was a grant given
by the state and it had been nmade clear several years ago
that they [private donors] needed to be nore of a
participant. Based on M. Harbour's answer, she believed
the state did not know who the partners were. She owned the
Sout hwest Al aska Vocational Educational Center (SAVEQ
| ocated in King Sal non.
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MVs. Har bour answer ed t hat SAVEC is a nonpr ofi t
or gani zati on.

Representative WIlson did not believe SAVEC owned the
school. She believed a private corporation had built the
facility, but it was not a school. She stated that the
Al aska Technical Center was a school offering year-round
cl asses. She continued that the Northwest Al aska Career and
Technical Center in None was a great program that brought
kids in year-round. She believed SAVEC was a facility that
could be rented for training, but that it was not a school.
She asked if her understandi ng was accurat e.

Ms. Harbour answered that SAVEC owned the center and
partnered with program training providers. She relayed that
the center was rented out for all sorts of training. She
did not have the Technical and Vocational Education Program
Report on hand, but it outlined all the training occurring
in the center.

Representative WIlson had issues with the anendnent because
she believed it involved picking winners and |osers. She
understood the decline in TVEP funds, but there was a |ong

list of other schools losing funds as well (e.g. the
University and AVTEC). She believed tw of the three
schools listed were nore traditional "school type"

facilities and not places that were rented to hold courses.
She was di sappointed that the |egislature had nmade it clear
in the past that it wanted nore [private] participation and
to understand nore where the other grant noney was com ng
from She recognized the noney was being utilized, but she
wondered where the partnerships were. Additionally, she
questioned why only construction had been selected. She
reasoned there were out-of-state workers on the North Sl ope
and in the mning industry as well. She wondered why the
construction industry rose to the top and deserved $600, 000
in G-. She continued that the academ es could ask for funds
from the participants. She stressed that the acadeny was
free; the sane education at the University or in AVTEC
woul d cost a participant noney. She believed the acadeny
was focused on hel ping individuals determ ne whether they
wanted to get into the construction field versus going into
a union. She stressed that the program did not provide the
sane training as was offered in other places. She
enphasi zed that the anendnent picked a w nner for $600, 000
- a program that had not shown whether it had gone out in
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the past three years to find alternative funding. She
stated it had been a $2 mllion appropriation in the past.
She determ ned that the program had not raised the funds
because it was not doing the things it had in the past.

10: 02: 58 AM

Co-Chair Foster relayed that the three regional centers
included in the amendnent were the only ones that had | ost
UGF. The centers had received a small anount of TVEP nobney
and G- over the years; over the past few years, the centers
were the only ones that had lost all or nobst of the UG-
conmponent, which was the reason they had been selected for
t he amendnent .

Vi ce-Chair Gara W THDREW hi s OBJECTI ON

Representative Wl son OBJECTED.

Aroll call vote was taken on the notion.

IN FAVOR. Gara, Quttenberg, Kawasaki, Genn, Otiz, Foster,
Seat on

OPPCSED: Thonpson, Tilton, WI son

Representative Pruitt was absent fromthe vote.

The MOTI ON PASSED (7/3). There being NO further OBJECTI ON
H DOL 2 was ADOPTED

10: 04: 57 AM
AT EASE

10: 27: 31 AM
RECONVENED

Co-Chair Seaton noted that Representative Pruitt was ill
and had left for the day. Representative Neuman would fil
in as an alternate for the day.

A"DEPARTMENT OF NATURAL RESOURCES FINANCE SUBCOW TTEE
AMENDMENTS

10: 28: 17 AM

Representative Quttenberg provided a subcommttee report.
He relayed that the House Finance Budget Subcommttee for
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the Departnment of Natural Resources held 11 neetings wth
the departnment during the budget overview He requested
that the commttee adopt the recomended nunbers. He
pointed an incorrect nunmber had been wused during the
subconm ttee process - it had included the |anguage
section. The following nunbers had been corrected to
exclude the |anguage section and the total was about 8.75
percent |lower than the nunbers provided in subcommttee.
Wt hout budget amendnents the unrestricted general funds
wer e $59, 200, 000, desi gnat ed gener al f unds wer e
$30, 694, 000, other funds were $38,259,000, federal funds
were $15,820,000. The UG- difference between the FY 15
[ ranagenent plan] and the FY 18 [governor anended budget]
was a reduction of $27.4 nmllion (a decrease of 31.7
percent).

Representative Quttenberg conmunicated that four statutory
changes were recomended including the repeal of AS 27.30
to elimnate the mning Exploration Incentive Credit, which
had not been used since FY 11; repeal AS 38.05.160 or
require legislative approval of any shale oil rent or
royalty waiver the comm ssioner recommended - because the
department had never used the waiver, the waiver had not
met its legislative intent; repeal AS 38.05.180(f)(6) to
elimnate royalty relief for Cook Inlet platfornms, which
benefits six producers, and between FY 11 and FY 16 cost
the state $69.1 nmllion in foregone revenue - it was
unclear how the state benefitted from oil and gas
production for which it received no royalties or taxes;
and, repeal AS 38.05.180(f)(5) to elimnate royalty relief
for Cook Inlet small discoveries - the provision had not
been used since FY 12, and appeared to have served its
purpose in restarting production from Cook Inlet |eases -
it was unclear how the state benefitted from oil production
for which it received no royalties or taxes.

Representative QQuttenberg continued that there were five
proposal s, which had not been advanced by the subcommttee.
He had offered two of the proposals, which had been taken
of f the agenda due to opposition. One dealt with a forester
in Haines, two related to parks, one related to the Public
Access Defense Fund, and one pertained to the |and banks

He noted the detailed information was avail abl e.

10: 32: 26 AM
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Representative Neunman referenced the recommendations for
repealing statute. He asked what the subconmttee chair's
intent had been and observed that the changes were
substantive. He wondered if Representative GQuttenberg's
intent was for bills to be introduced to repeal the
statutes. Alternatively, he wondered if the recommendati ons
only pertained to the funding sources for the itens.

Co-Chair Seaton explained that he had set the paraneters
for the subconmttees; one of the things subconmttees had
been asked to look at was indirect expenditures. The
subcomm ttee was asked to submit reconmendations for
statutory anmendnents to the House Resources Committee. The
House Resources Conmttee would have to determine if it
agreed with the reconmendations and would then have to
submt either personal or conmttee bills.

Co- Chair Neuman explained that he had wanted clarification
about whether the recommendations went to the full finance
commttee for the elimnation of funds. He reasoned that
the conm ttee approved or disapproved the funds.

Co-Chair Seaton appreciated the clarification. He detailed
that the itens were statutory recommendations and did not
currently change budgetary itens.

10: 34:41 AM

Representative Guttenberg MOVED to ADOPT Anendnment H DNR 1
(copy on file):

Adm ni stration & Support Services

Mental Heal th Trust Lands Adm nistration

H DNR 1 - Elimnate funding for public relations
contracting.

O fered by Representative Quttenberg

The Trust Land Ofice published a request for
proposals from public relations contractors, wth a
contract ceiling of $250.0 per year. The TLO should
not contract wth any public relations firm This
anmendnent elimnates funding for TLO PR out sourci ng.

Co- Chair Foster OBJECTED for discussion.
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Representative Guttenberg explained that the anendnent was
a reduction to the Alaska Mental Health Trust Authority
(AVHTA) Mental Health Land O fice. The land office had put
out a request for proposal (RFP) for $250,000 per year for
the next five years; the RFP had been canceled by the
of fice. However, when the subcommttee had |ooked at the
budget it had determned the |land office had excess funds
exceeding at |least "tw ce $250,000 in the last five years,"
with simlar nunbers going back ten years. The subcommttee
did not recommend cutting any G-, but it would decrease the
aut horization for the land office. He explained that the
Mental Health Trust Authority Authorized Receipts (MHTAAR)
woul d go back into the AWVHTA fund for use on their clients,
which was its prinmary purpose.

10: 36: 00 AM

Representative W/l son asked if AVMHTA would have the ability
to take the nobney and use it for sonmething else if the
anendnent was approved.

Co-Chair Seaton answered that it <could conme in as an
addi tional amendnent in round two of anmendnents after
public testinony.

Representative WIson asked for clarification that AMHTA
could use the funds for anything if they found a conmttee
menber to carry an anmendnent.

Co-Chair Seaton answered in the affirmati ve.

Representative Cuttenberg clarified it was MITAAR noney;
therefore, the funds could only be wused for purposes
established for the trust.

Representative Wlson clarified that she was speaki ng about
the AMHTA naking a request to a finance conmttee nenber
for the offering of an anendnent to use the funds in
another location. She believed commttee nenbers could
of fer an anendnent on their own, but she did not believe it
shoul d be the intent.

10: 38: 04 AM

Representati ve Kawasaki asked for verification the noney
was specifically for public relations, not advertising
expenses.
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Representative GQuttenberg replied that the cancel ed RFP had
been for a public relations canpaign. The anmendnent
proposed to decrease the Trust Land O fice authorization,
whi ch would nmean the funds would not |eave the trust. The
agency could still manage its office as it wished with a
decreased authorization. He added that going back ten
years, the agency had al ways had excess funds.

Co-Chair Foster WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendnent H DNR 1 was ADOPTED

ANON- AGENCY: DEBT SERVI CE AMENDVENTS

10: 39: 40 AM
AT EASE

10: 40: 15 AM
RECONVENED

Co- Chair Seaton provided a report.
Co- Chair Seaton MOVED to ADOPT Amendnent H DBT 1:

Debt Service

CGeneral bligation Bonds

L H DBT 1 - Delete Sec. 19(m re 2012 State
Transportation Project Fund Lapse Extension

O fered by Representative Seaton
See 30- GH1855J.10, Wallace, 1-31-17 [copy on file].

Section 19(m attenpted to use |lapsed noney and is
ineffective. The Governor submtted a supplenental
request to acconplish the same purpose--to use the
remai ning balance of the 2012 State Transportation
Proj ect Fund.

Representative WIson OBJECTED

Co-Chair Seaton explained the anendnent with a prepared
statement :

This anmendnent deletes a subsection in the debt and

other obligation sections - Section 19(i) page 65,
lines 1 through 7 - in the governor's original budget
this subsection was 19(n). In version J of the bill it
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is 19(i). The subsection attenpted to use | apsed noney
and is ineffective. This anendnent deletes subsection
(1). The governor also submtted an anendnent to
acconplish the sane purpose and proposed supplenenta
request to replace this provision.

10:41: 26 AM

Representative Neuman asked if the debt service had
performed better than expected. He asked for verification
t he amendnment nade the debt service paynent | ower.

Co- Chai r Seat on answer ed t hat t here had been a
transportation project fund |apse extension, which the
anendnent pertained to. Section 19(n) had attenpted to use
the | apse noney and was ineffective. Supplenental noney had
repl aced the funds and the ol d | anguage.

Representative Neuman asked for verification the |[|apsed
money was noney that had been proposed for bonds but not
used.

Co- Chair Seaton agreed and detailed that it was to use the
remai ni ng bal ance of the 2012 State Transportation Project
Fund.

Representative Wl son W THDREW her OBJECTI ON

There being NO further OBJECTION, Anendnent H DBT 1 was
ADOPTED

10:42: 51 AM

Co- Chair Seaton MOVED to ADOPT Anmendnents H DBT 2, H DBT 3
H DBT 4, and HDBT 5 (copy on file):

| nternational Airport Revenue Bonds

L H DBT 2 - Reduce funding for debt service and
trustee fees for outstanding international airports
revenue bonds

O fered by Representative Seaton

See 30- GH1855J53, \Wall ace, 2-18-17 [copy on file].

This amends sec. 19(j)(3) and was a Governor's

amendnent request to reduce the estimate of funding
necessary for debt service and trustee fees on
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outstanding international airports revenue bonds from
$39.8 million to $34.4 nmillion.

L H DBT 3 - Funding for the early redenption of
international airports revenue bonds

O fered by Representative Seaton

See 30- GH1855J57, Wl l ace, 2-20-17 [copy on file].

This anmends section 19(j) by adding a new paragraph to
appropriate funding required for the early redenption
of international airports revenue bonds from the
I nternational Airports Revenue Fund.

It rewords an anendnent submitted by the Governor

H DBT 4 - Allow general fund cash flow borrowi ng for
International Airports Revenue Fund projects

O fered by Representative Seaton

See 30- GH1855J54, Wallace, 2-20-17 [copy on file].

Thi s anends rewords a Governor's anendnent.

L HDBT 5 - Federal funds in International Airports
Revenue Fund to repay general fund

O fered by Representative Seaton

See 30- GH1855J58, Wl |l ace, 2-20-17 [copy on file].

The Governor submtted an anmendnent for this purpose,
but Legislative Legal has revised it. This anendnent
allows for cash flow borrowng repaynment from the
I nternational Airports Revenue Fund.

Representati ve Wl son OBJECTED for discussion.

Co- Chair Seaton explained the anendnents with a prepared
st at enent :

These anmendnents affect Section 19(j), debt and other
obligations, on page 65 - they were governor's
anmendnent s but have been reworded.

Amendnment 2 anmends Section 19(j)(3) and was a
governor's anendnent request to reduce the estimte of
the funding necessary for debt service and trustee
fees on outstanding international airport revenue
bonds by $5.4 mllion (from $39.8 mllion to $34.4
mllion).
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Amendrent 3 anends 19(j) by adding a new paragraph to
appropriate $31.1 mllion required for the early
redenption of international airport revenue bonds from
the international airport's revenue fund.

Amendnents 4 and 5 add a new paragraph to 19(j) - over
$40 mllion of Alaska International Airport System
projects are annually funded by the Federal Aviation
Adm ni stration rei nbursenent grants. Al t hough the
projects are ultimately paid by the federal governnent
they require cash flow to acconplish this cash flow as
historically been provided by the state's General Fund
wi t hout any appropriation or any cost to the Al aska
International Airport System This inplenentation of
the state's new accounting system the past practice
was determined to lack transparency in structure.
Options reviewed to solve this issue were to increase
| anding fees at the airports, obtain a commercial |ine
of credit from the capital markets, or fornmalize a
relationship wth 1in wuse of the Ceneral Fund.
Amendnment 4 allows the General Fund borrowi ng and
Amendnent 5 is the federal fund' s repaynent | anguage.

10:45:18 AM

Co-Chair Neuman asked if the anmendnments were elimnating
mat chi ng state funds associated with federal funding.

Co-Chair Seaton replied that the anendnents would provide
cash flow with state GF until the federal nobney from the
ai rport system canme in. The anmendnents offered a
transparent and fornmalized process.

Representative WIson asked for verification the anmendnents
were changing |anguage related to the funding nechanism
but the anpbunt owed did not change.

Co-Chair Seaton answered that Anendnent H DBT 2 would
reduce the estimated funding necessary for the debt and
trustee fees by $5.4 nmillion (a decrease from $39.8 nillion
to $34.4 million). He expounded that Anmendnent H DBT 3
woul d add a new paragraph to appropriate $31.1 [mllion]
required for early the redenption of airport funds. He
summari zed that one section involved early redenption of
funds to save noney and the other included a reduction in
debt service and trustee fees.
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10: 47: 19 AM

Representative WIson asked for a definition of trustee
f ees.

Co- Chai r Seat on deferred t he guestion to t he
adm ni strati on.

Representative WIson asked for the current fund bal ance
and what would remain if the amendnents passed.

PAT PITNEY, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFICE OF THE GOVERNOR, answered that when a bond was
issued there were trustee fees associated wth the
financial consultants for the bonds. She did not have the
bal ance of the fund at present. She offered to follow up.

Representative WIson assunmed there was a surplus in the
fund. She remarked that the noney had to be paid into the
international airport and could not be utilized for other
t hings. She wanted to know how nuch was going into the fund
annually to determ ne whether there was potential to pay
debt off earlier.

10: 49: 09 AM

Representative Neuman remarked that it seened there was $5
mllion less in appropriation bonds needed. He noted that
Co-Chair Seaton had nentioned the anendnents allowed for
spending authority if there were future federal funds
com ng in.

Co-Chair Seaton replied that Anendnents H DBT 4 and H DBT 5
formalized the procedure that did not show up under the new
accounting system The anmendnents would nmean that the cash
flow used while waiting for federal receipts would appear
on the books. He expounded that the nethod of wusing the
General Fund as cash flow until federal receipts were
recei ved had been used in the past. He was trying to ensure
there was a clear and transparent process.

Co-Chair Neuman elucidated that he wanted to ensure the
anendnents did not nean the |egislature would be approving
future federal funds comng into the program that the
| egi sl ature was unaware of.
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Representative WIson WTHDREW her OBJECTION. There being
NO further OBJECTION, Amendnents H DBT 2, H DBT 3, H DBT 4,
and H DBT 5 were ADOPTED

10: 51: 08 AM

Co- Chair Seaton MOVED to ADOPT Anmendnment H DBT 6 (copy on
file):

School Debt Rei mbursenent
L H DBT 6 - Reduce Unrestricted General Fund
Appropriation by 50 percent

O fered by Representative Seaton
See 30- GH1855J. 26, Wallace, 1-31-17 [copy on file].

Thi s anends section 19(1) of HB 57, version J.

This amendnent revises a general fund appropriation
for nmunicipal school debt service reinbursenent from
an estimated anmount of $116 nmillion to a fixed anobunt
of $67, 278,294, a reduction of 50 percent.

Representative Wl son OBJECTED.

Co-Chair Seaton explained the anendnent with a prepared
st at enent :

This amendnment reduces a GCeneral Fund appropriation in
19(1)(2) for school debt reinbursenent by 50 percent, from
an estimted $97,356,587 to a fixed anobunt of $48,478,294
from the General Fund. That change results in a change to
the lead in language from the anpbunt necessary, estinmated
to be $115,956,587 to a fixed amount of $67,278,294 being
appropriated for school debt reinbursenent.

Representative WIson asked if the anmendnent would change
the funding from 70 percent state/30 percent districts to
65 percent state/35 percent districts.

Co-Chair Seaton replied in the negative. He clarified that
the amendnent would reduce the bond debt from UG- by 50
percent, which was approximtely 42 percent of the bond
debt rei mbursenent because there were school trust funds in
the bond debt reinbursenent section as well. He furthered
that the amendnment would cut the UG- by 50 percent used for
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the 70/30 or 60/40 bond debt reinbursenent - the anount
woul d depend on the bond m Xx.

10: 53: 16 AM

Representative WIson asked what 70/30 bonds would | ook
like (e.g. 50/50, 40/60, or other) if the nunmbers were kept
separate. She wondered how the 60/40 would change the
percentages. She remarked that Ilegislators had nade it
clear to their districts that the 70/30 was not always
possi ble and was only available as long as it was funded by
the state. She thought it would be helpful to know the
di fferent percentages.

Co- Chair Seaton answered there would be a general reduction
of 42 percent because the bond debt reinbursenent came from
two different sources - UG- and school trust funds. He
furthered that a 50/50 reduction in the UG- portion would
reduce the nunber from $97,356,000 to $48,478,000 - the
change represented half of the UGF portion.

Representative WIson asked for the «calculation. She
surm sed the 42 percent could not be taken directly from
the 70 percent to make the change.

Co-Chair Seaton answered that the calculations were based
on the bond debt anpbunts and depended on the mx. He
referred to 60/40 and 70/30 for a nunicipality that had
incurred bond debt. He did not have specific percentages,
but of the $119 mllion, $97 mllion was UGF and the UGF
was bei ng reduced by 50 percent.

Representative WIson noted that in the past soneone had
produced a chart showi ng what the state was paying in each
district and what inpact the change woul d have. She agreed
that the inpact of the change depended on whether the
rei mbursenent was 60/40 or 70/30 and how nuch debt an
entity had. She asked to receive the detail before public
testi nony.

10: 56: 15 AM

Co-Chair Seaton replied he would follow up wth the
cal cul ati ons.

Representative Thonpson surmsed the amendnent shifted
$48, 678, 300 of debt paynents on bonds back to communities.
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He explained the communities had voted on bondi ng know ng
the state would pay a certain portion (30 or 40 percent).
He did not support putting the paynents back onto
communities. He spoke to voter inposed restrictions and
caps on budget itens such as property tax. He stated there
had been a reduction the previous year and comunities had
al ready suffered when trying to determ ne how to deal wth
t he consequences. He believed the anendnent hit comunities
again. He stated that the issue had been addressed by
stopping school bonding until the budget had been
stabilized. He had conmmunities wondering what they were
supposed to do, with no way of raising additional noney.
Communities were wondering if they were going to have to
default on their bonds.

10: 58: 20 AM

Co-Chair Seaton answered there was a $2.7 billion hole in
the state's budget. He believed everyone had been talked to
and understood that K-12 education was one of the biggest
conponents of the state's budget. He continued that
reductions to education could occur in the follow ng ways:
through a base student allocation decrease; with a change
to the Public Enployees' Retirenent System (PERS)/ Teachers'
Retirement System (TRS) fornula, which would directly
i mpact schools by taking noney from their budgets; with a
raise in the local contribution mlIl rate back to 4 mlls,
which would require a statutory change; or by reducing bond
debt rei mbursenent, which had been done by the governor the
previous year. He continued that unfortunately when the
governor had reduced the bond debt reinbursenent [the
previous year] it had been as a veto and the school
districts and nunicipalities had no tine to react because
budgets had al ready been passed. The anendnent would give
muni cipalities lead time and school budgets had not vyet
been adopted. The cut did not go directly to the classroom
which the other options generally did. He furthered that
when municipalities had voted on the bonds there had been
an expectation, but an understanding that the bonds were
subject to appropriation and that they may not receive the
rei moursenent at the same rates. He continued that two
years ago the legislature had specified that any bonds
issued in the next five years would receive zero debt
rei moursenent. He reiterated that the last cut by governor
veto had been very challenging for people to handle. He
reasoned that providing school districts and municipalities
with nore lead tinme to handle the reduction in their
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budgetary process was appropriate (instead of nmking a cut
at the end of session via conference conmttee or by way of
governor's veto). He reasoned that if a conprehensive and
sust ai nabl e budget was not passed, all the things would
"roll downhill" at the end of session after budgets were
in. He agreed the reduction was to $48 mllion. He believed
schools should know where their options were |ong before
t heir budgets were passed.

11: 01: 26 AM

Representative Thonpson would |ike to see sonething show ng
how much the anendnent would inpact each conmunity. He
believed legislators would receive significant pushback
from their constituents. He believed constituents would
vocalize their inability to make up the differences that
woul d occur.

Representati ve Neuman agreed with Representative Thonpson

He spoke to the state's obligation to nunicipalities when
entering into a debt service agreenent. Additionally,
muni ci palities also paid into their own education costs
because they were in organized areas of the state. He
stated, "we're upwards of 80 percent of what | pay in
property taxes"; his personal paynent was at |east $2,500
going directly to schools (his residence was in an
organi zed area). He enphasized that the anmendnent woul d not
treat people equally. He stated the anendnent hit people in
municipalities with a bigger hit from governnent. He
t hought Co-Chair Seaton had explained that the anendnent
reduced education funding; however, he did not believe that
was the amendnent's result. He explained that the amendnent
reduced debt service in the statewde portion of the
budget, but did not reduce education funding and was not
tied to the education funding fornmula. He stressed that the
anmendnent placed further debt on nunicipal governnents, not
school districts. He stated that the issue was simlar to
tax credits. He explained that the state had nade an
obligation or commtnent to the nunicipalities for their
school districts and he believed reneging on the conmtnent
was a bad precedent for the state to set.

Co- Chair Neuman continued that the |egislature had voted to
inplement a five-year noratorium on all debt service
starting the preceding year. Additionally, the debt had
been reduced to 60/40 only. He was concerned the anmendnent
woul d take noney away from nmunicipalities that the state
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was obligated to pay. He reiterated his belief that the
anendnent did not reduce the education funding. He referred
to $18, 600,000 fromthe school debt bond (line 6). He asked
if the bond had been overperformng to result in extra
additional funding in the School Trust Fund for education.

11: 05: 23 AM

Co-Chair Seaton answered that historically the mxture of
funds used to fund bond debt reinbursenent canme from the
School Trust Fund and UGF. He detailed that the $18.6

mllion from the school fund was the normal m x of
appropriation that had been used  historically. The
amendnent did not reduce the anmount of school funds - it

had been separated out. Only the UG- portion of the bond
debt reinbursement would be reduced by the anmendnment. He
added that DEED would be able to provide the nunbers
related to nunicipalities.

Co- Chair Neuman expl ained that he wanted an expl anation of
debt and the fund source.

Representative Otiz noted that how the anmendnent would
i mpact the various districts was included in a docunent he
was referring to ["School Construction Debt Retirenment AS
14.11.100 - FY2018 Estimated State Aid for Cctober 15
Reporting” (copy on file)]. The sheet included the amounts
funded at the current rate. He reasoned that the anendnent
woul d reduce the figures by half.

Co- Chair Seaton agreed, but the amendnent would only reduce
50 percent of the UGF portion; it was about 20 percent
school fund, which was not being reduced. He explained it
was about 42 percent, but the inpact depended on the m x of
bonds (60/40 or 70/30) a nunicipality had.

11: 07: 41 AM

Vice-Chair Gara did not understand the math related to the
anendnent. He referred to the anmendnent and observed that
of $116 mllion that would have been due in school debt
rei mbursenent, $67.2 mnmllion wuld be paid, which the
anendnent called a reduction of 50 percent. He renmarked
that the reduction |ooked smaller than 50 percent. He
pointed to the transaction detail for reference.
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Co-Chair Seaton answered there was approximately $18.6
mllion of school fund noney included in the $116 mllion
To get to the final nunber it was necessary to reduce it
and take 50 percent of the renmmining portion, which was
UG-, and add back the school fund anobunt. The result was
$48, 478, 294.

11: 09: 59 AM
AT EASE

11:13: 57 AM
RECONVENED

Representative WIlson pointed to the school construction
debt retirenment docunent the committee had just received
She used the North Slope as an exanple, which had only one
bond at the 60/40 level and conpared it to Unal aska, which
had one bond at 70/30. She reasoned the exanple would be
straightforward because it did not involve a district with
a blended anmount. She thought the exanple would help
committee nmenbers calculate the totals for their own
districts.

DAVID TEAL, DI RECTOR, LEQ SLATIVE FINANCE DI VISION, asked
for clarification on the question.

Representative WIlson explained the conmttee was trying to
ascertain how the anmendnment woul d inpact each district. She
used the North Slope as an exanple that had current bonding
of $75,272. She cited Unal aska as an exanple of a district
with one 70/30 bond at $672,831. The committee was trying
to determine the new anobunt the nunicipalities would be
responsible for if the amendnent passed.

M. Teal believed Co-Chair Seaton had al ready explained it
would all be prorated; it wuld not matter what the
rei mbursenent rate was. The anount would be half; however,
the confusion was it was not exactly half. He explained the
calculation would involve starting with the $115 mllion
total debt service and subtract approximately $18 mllion
of school funds, which left about $97 million in genera
funds. That end anmount would be cut in half; $48.6 nmillion
woul d be cut fromthe General Fund portion only, which |eft
$48 mllion and the $18 million in school funds would be
added back in. Everyone would have a reduction of
approximately 42 percent regardless of their bond debt m x
(e.g. 70/30, 80/20, 90/10, or other). It was possible to
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determ ne the inpact on each conmunity by taking 42 percent
of the nunmbers in the right colum on the sheet provided.

11:17: 06 AM

Representative Kawasaki appreciated the anmendnent, but
coormented that there were valid concerns from different
districts. For exanple, Fairbanks had ten projects that had
about $40 mllion that qualified for reinbursenent at the
70 percent rate [fromthe state]. Kenai had about the sane,
with three projects at the 70 percent rate. He pointed to a
comunity like Mat-Su that had over $250 mllion in
qualifying projects at the 70 percent rate. He noted that
the inpact would differ by comunity based on whether
school boards recently acquired new schools or other. He
felt cautious about noving forward with the anmendnent.

Vice-Chair Gara remarked there was no proposal in the
budget to cut classroom funding, Base Student Allocation
(BSA) funding, or other school funding - funding remained

flat. The anmendnment's proposal related to nobney going to
muni ci palities to pay their debt. He thought it seenmed to
be less than the Senate's proposal to cut $65 mllion from
school funding. He believed the anendnent was an attenpt to
cut the budget while not directly cutting from schools. He
had concerns about the anmendment, but asked for
verification that the intent was to avoid a school funding
cut. He did not support the Senate's approach.

11: 20: 26 AM

Co-Chair Seaton answered in the affirmative. The goal was
to look at a large portion of the state's budget expense:
education, wthout damaging the education system He
continued that reductions to education could occur in the
followi ng ways: through a BSA decrease; with a change to
the Public Enployees' Retirement System (PERS)/Teachers

Retirement System (TRS) formula, which would directly
i npact schools by taking noney from their budgets; with a
raise in the local contribution mll rate back to 4 mills
from2.65 mlls, which would require a statutory change; or
by reduci ng bond debt reinbursenent, which did not directly
i mpact school budgets. There could be ancillary inpacts,
muni ci palities could make decisions, but it would provide
them with time to make decisions on options such as taxes
or using noney from reserve funds on a tenporary basis. He
reasoned that at Ileast the comunities would have the
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information in time to factor the cut into their budgetary
process. He noted that the previous year funding had been
vetoed at the last mnute after school budgets had been
set. He stated that if cuts were nmade during conference
commttee, it would put schools in the same situation as
the previous year. The amendnent was an attenpt to avoid
directly inpacting the school system The anendnent woul d
reduce school bond debt reinbursenment to nmunicipalities.
The other purpose was to get the anendnent into the
upcom ng conmittee substitute so the public could weigh in.
He furthered that if the public decided it would prefer a
BSA cut or PERS/TRS option, he hoped the comrittee would

hear about it. The state was facing a $2.7 billion deficit
and the goal was to determi ne how to have sone savings and
| oner expenses wth the least inpact on the nost

vul ner abl e.

11: 23: 49 AM
AT EASE

11:42:27 AM
RECONVENED

Co- Chair Foster recapped that the commttee was considering
H DBT 6 related to school bond debt reinbursenent.

Representative WIson believed the anendnent should be
considered later in the day. She noted there were nmany
unknown conponents. She addressed options such as using
PERS and TRS or using the BSA, and the inpacts the options
woul d have. She stated that the commttee nenbers kept
heari ng about how things were supposed to be fair. She
supposed the amendnent was fair in one sense - she had told
her constituents that the 70/ 30 rei nbursenent could go away
at any time. She stated that the Fairbanks North Star
Borough had passed a bond the previous year and its debt
obligation would be 100 percent. She pointed to the |ist of
comunities and remarked that Mat-Su was $22 nmillion and
Anchorage was $43 million, nostly because sone of the areas
grew faster than other areas or had not gotten on the |ist
as early as others. She wondered about trying to Kkeep
t hi ngs equal between districts. She remarked on frustration
vocal i zed by conmittee nenbers on areas that paid property
taxes and those that did not. She noted that caps were al so
a factor, but she believed debt fell under a separate area.
She did not know what the TRS obligation would be for her
district if it was changed. She continued that in the past
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there had been significant concern from school districts
when TRS |egislation was considered - the concern had been
that it would do nore damage than flat funding the BSA (not
adding a $50 increase). She was unconfortable noving
forward at present because she did not have all the
information. She thought it was prudent for the finance
coonmittee to know all the financial inpacts. She wanted
time to talk to nmenbers of her district and she wanted to
ensure the anmendnent was accurate.

11:46: 21 AM

Representative Neuman remarked that the Mat-Su Borough
School District was one of the fastest growing districts.
He added that the district had great schools. He stated
that the borough had needed to build a new school annually
- the burden had been voted on and accepted by residents.
He woul d prefer to see a reduction in the education funding
formula. Commttee nenbers had been told by Co-Chair Seaton
that there would be an opportunity when the comittee
| ooked at the full budget. He was concerned the anendnent
went back to Mat-Su taxpayers. He noted that the governor

had cut $7 mllion or nore to the Mat-Su School District
the previous year. He explained that the cut had depleted
the district's reserve fund. He stressed that t he
amendnents cut of $11 mllion to $12 mllion would hit

taxpayers. The state had already nade the obligation to
communities. He had asked the Legislative Finance Division
about reducing other debt service. He relayed that other
debt service was just over $200 nmillion; however, they were
general obligation bonds providing the full commtnent of
the state and had to be paid statutorily - therefore, it
was not an option. He supported a reduction to education
fundi ng because everything else had been hit; however, he
was uncertain the anendnment was the appropriate action.

11:48: 35 AM

Representative Quttenberg surm sed that the situation was
perhaps like a quote by Wnston Churchill about denocracy:
"it's terrible, except for everything else.”™ He considered
which of the options on the table (a reduction to debt
service, PERS/TRS funding, and K-12 funding) hurt the
| east. He was |eaning towards supporting the anmendnent to
get sonething on the table. He stressed that doing nothing
did not equate to dodging a bullet. He stated it would be a
requirenment and not an option in the future if the
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| egislature did not cone up with a fiscal plan. He added
that other draconian neasures would be needed as well. He
bel i eved managing the situation was occurring because the
| egi slature had been unable to put the state on sound
fiscal footing. He stressed that the situation would worsen
if nothing was done. He supported noving the anendnment
forward to put sonething on the table for conparison to
other options; it was better than no proposal. He wanted to
determne if the proposal was better or worse than sonme of
the options proposed by the Senate, which he believed were
nor e draconi an.

Vice-Chair Gara renmarked that if the state had a fiscal
plan the coommittee would not be considering the anendnents
at present. Currently no plan had been adopted by both
houses. He remarked that he had supported school funding
his entire legislative tenure. He understood the coments
from Co-Chair Neuman, which he stated were the sane as
those comng from the Senate. He did not support cutting
the BSA - he believed it would be the hardest cut for
schools to handle. He recognized that the anendnment woul d
hit Mt-Su harder than sonme other areas. He stated that a
cut proposed by the Senate would be $65 nillion from the
BSA, which represented a $200 BSA cut. He stressed that it
would be massively damaging to schools. He stated the

anmendnent woul d mean a transfer [ of debt ] to
muni ci palities, which was not confortable either. He
reasoned that a $2.9 billion deficit and no fiscal plan was

al so unconfortable. He remarked that if he got to run
things by hinself there would be a fiscal plan. He
understood if it was the wll of the chair to have the
anmendnent included so the public could coment. He believed
the option was the |east harnful on schools, but it did not
cone without cost to municipalities. He |leaned in favor of
supporting the anendnent, but nade no commtment to support
it throughout the legislative process. He wanted to hear
from people and wanted to avoid a BSA cut.

11:53: 14 AM

Representative Wl son W THDREW her OBJECTI ON

There being NO further OBJECTION, Anendnent H DBT 6 was
ADOPTED

11:53: 39 AM
AT EASE
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11:53: 47 AM
RECONVENED

Co-Chair Seaton MOVED to ADOPT Amendnent H DBT 7 (copy on
file):

Sport Fish Hatchery Bonds

L HDBT 7 - Technical wording correction

O fered by Representative Seaton

See 30- GH1855J.5, \Wallace, 1-30-17 [copy on file].

This anendnent just adds the word "and" before the
| ast phrase in section 19(min HB 57, version J, so
that it reads " . . ., and for early redenption of
t hose bonds."

Vi ce-Chair Gara OBJECTED for discussion.

Co-Chair Seaton explained the anmendnent. The anendnment
added the word "and" before the l|ast phrase in Section
19(m regarding sport fish hatchery bond debt (page 66,
line 3 of the legislation, version J) to read "and for
early redenption” of those bonds.

Co- Chair Neurman asked for verification the anendnent was to
ensure that any additional funds out of the fish and gane
fund or other funds received went towards reducing the bond
debt for the fish hatcheries.

Co-Chair Seaton answered the anmendnent would allow early
redenption of the bonds at a |ower interest rate.

Vice-Chair Gara W THDREW hi s OBJECTI ON

There being NO further OBJECTION, Anendnent H DBT 7 was
ADOPTED

HB 57 was HEARD and HELD in commttee for further
consi derati on.

HB 59 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNIVENT
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11:55: 55 AM

The neeting was adjourned at 11:55 a. m
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