1: 38: 40 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
March 7, 2017
1:38 p. m

Seaton called the House Finance Conmttee neeting

to order at 1:38 p.m

VEMBERS PRESENT

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

VEMBERS ABSENT

None

ALSO PRESENT

Representative
Representati ve

Neal Foster, Co-Chair
Paul Seaton, Co-Chair
Les Gara, Vice-Chair
Jason G enn

David Guttenberg
Scott Kawasaki

Dan Otiz

Lance Pruitt

St eve Thonpson

Cathy Tilton

Tamm e W1 son

Dan Saddler; Representative Lora Reinbold;
Jenni fer Johnst on.

SUVVARY

HB 57 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 57 was HEARD and HELD in conmittee for further
consi derati on.

HB 59 APPROP: MENTAL HEALTH BUDGET
HB 59 was HEARD and HELD in commttee for further

consi derati on.
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Co- Chair Seaton addressed the agenda for the afternoon.

#hb57
#hb59
HOUSE BI LL NO. 57

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

certain pr ogr ans; capitalizing funds; anendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl enental appropriations and reappropriations, and
maki ng appropriations wunder art. [|IX, sec. 17(c),

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

HOUSE BI LL NO. 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.™

1: 38: 40 PM

NAVENDVENTS:  LANGUAGE

1: 39: 28 PM

Co-Chair Seaton addressed the departnents in the |anguage
section. He remnded the commttee that backup docunents
from Legislative Legal Services were included in the
packet .

1: 40: 10 PM
AT EASE

1:41:16 PM
RECONVENED

Co-Chair Foster MOVED to ADOPT Anmendnment L H HSS 49 (copy
on file):
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Juvenil e Justice

None Youth Facility

L HHSS 49 - Contingency funding to keep the NYF open
unl ess DHSS determ nes that closing it reduces costs

O fered by Representative Foster

30- GF1855U. 21 Wl | ace 3/6/17

Add contingency | anguage appropriating $1,693.9 of UG-
to keep the Nome Youth Facility open unless DHSS
determnes that the cost of closing the None Youth
Facility is equal to, or exceeds, the cost of keeping
it open.

Representative Wl son OBJECTED.

Co-Chair Foster read the anendnment description [see above].
He elaborated that the prior year the funds had been
addressed in the commttee process; funds had been renoved
and added back into the budget. However, the governor had
not included funding in his proposed budget for the
upcom ng year. The anendnent added contingency |anguage
specifying the legislature would continue to appropriate
needed funds unless the departnment found it was nore cost-
effective to close the facility.

Representative WI|son was confused by the anendnent. She
believed |anguage anendnents were typically ained at
getting sonething done that did not have a dollar anount.
She surmsed that if closing the facility would nean it
would cost nore than $1.693 mllion and it would nean the
expense would be included elsewhere in the budget. She
asked about the plan for the youth if the None facility
closed. She asked if the funding would be sufficient to
shift back to the Nome youth facility to keep it open.

Co-Chair Foster answered that $2.6 mllion was currently
budgeted for the facility. The governor had left $1 mllion
in his proposed budget to transport youth back and forth
from Nonme to another location such as Mlaughlin Youth
Center [in Anchorage], Bethel, or Fairbanks. The anendnent
specified that if it |ooked like costs to the departnent
would exceed $1.6 mllion (for services such as
transportation and cultural prograns), the Nonme youth
facility would be allowed to remain open with those funds.
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Representative WIson understood that $1 mllion remained
in the budget for travel. She restated Co-Chair Foster's
statenent that $2.6 mnmillion had been renoved by the
governor. She asked if the |anguage neant that $693, 900
would have to cone from other facilities in order to
conpl ete the funding.

1: 45: 32 PM

Co-Chair Foster explained that $2.6 mllion was the tota
budget; of that amount $1 million remained [in the current
budget], which neant there was a deficit of $1.6 mllion

The departnent would need to prove that it could provide
the alternative for less than the $2.6 mllion. He reasoned
the None facility should be kept open if the cost exceeded
that anmount. He believed other things had not been factored
in such as culturally relevant prograns and work prograns
offered in the Nome facility that were not offered in other
| ocations. He explained that the Nome facility should
remain open if it turned out it would cost nore to
transport the youths. He added that in order to close the
facility the departnment would have to determne it would be
cheaper to close the facility.

Representative WI|son spoke to her understanding that the
current budget contained $1 mllion for the transportation
of youths from Nonme to facilities in other [|ocations and
back. She stated there was not currently $1.6 mllion
designated toward Nome. She surnised that because other
services would still be offered, potentially all of the
costs could be pooled together. She was trying to ensure
t he anendnent would not renove funding from another youth
facility. She wondered if the anendnent had any "teeth"”
requiring the departnment to find $1.6 nmillion and keep the
facility open if it nerely contained contingency |anguage.
She remarked that closing the facility may "be nore, but
it's actually in the other facilities that are open." She
was concerned about short-handing other facilities by
keeping the None facility open. She wanted to verify
"whether or not we're actually making them [DHSS] | ook for
it, or the budget stays the same, they can just reallocate
it over here if they want to, to keep it open.™

1: 48: 39 PM

Co-Chair Foster answered that the anendnment would not take
nmoney from any other youth facilities such as Ml aughlin,
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Mat - Su, Kenai, and Fairbanks. The amendnment would be the
addition of a UG increnent. He detailed that the facility
should remain open if it turned out it would cost nore than
$2.6 mllion to close the facility.

Vice-Chair Gara believed the anmendnent read incorrectly. He
believed the word "unless" on the second line should be
"if." He stated the goal was to keep the None Youth
Facility open if closing it would cost nore.

Co- Chair Foster agreed.

Vice-Chair Gara <considered offering an anendnent to
Amendnment H HSS 49.

1: 50: 18 PM
AT EASE

1:51: 30 PM
RECONVENED

[Note: it was determned the anmendnent |anguage was
correct; therefore, the conceptual anendnent was not
of fered.]

Representative Thonpson conmented that the youth from None
would be transferred to another youth facility in the
state. He asked if there were provisions in the Departnent
of Health and Social Services (DHSS) budget to cover the
cost of the additional kids who would be added to another
facility. He wanted to ensure they were not putting burden
on other facilities that did not have sufficient funding to
care for additional youths.

Co-Chair Foster answered that currently the Mlaughlin
Youth Center was at 102 percent capacity. The intent had
been to transfer kids from Nonme to Ml aughlin. He reasoned
that there nay be tinmes where sonme openi ngs were avail abl e,
but there may not be. He continued that if the youth were
only transferred to Ml aughlin, the center may have to open
up a wing that had previously been closed, which would
i ncrease costs. He added that Mlaughlin also used Kenai
and Mat-Su as overfl ow.

Representative Thonpson thought it neant there would be
i ncreased costs elsewhere. He asked if the cost would be
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part of the $1.6 mllion that would be a benchmark for
whet her noney was being saved or not.

Co-Chair Foster replied that thus far the costs included in
the governor's $1 nillion were travel, detention (for
i nstances when weather prevented travel), the trials in
Nome, and other. There were other costs that had not
initially been figured in for a whole list of prograns
offered related to <cultural identity (e.g. subsistence
rel ated prograns) that were not offered at a facility like
Mcl aughlin. At present, a dollar amount had not been
determined on the itens. The anmendnent would give the
departnment tine to quantify the issues. He concluded that
if it turned out the Nonme facility cost nore to keep open

the facility would be closed; however, iif it was nore
expensive to close the facility, it would remain open.

1:54: 37 PM

Representative Thonpson asked if there was a deadline on
when the departnment's study had to be conplete. He asked if
t he determ nati on would be nmade by June 30 [2017].

Co-Chair Foster answered that he had asked the departnent
to review the issue, but a date had not been set. He
expl ai ned that the contingency specified that if DHSS coul d
not prove shutting down the facility would save the state
nmoney by the time the budget was passed by the |egislature
on April 17, the noney woul d be appropri at ed.

Representative WIson WTHDREW her OBJECTION. There being
NO further OBJECTI ON, Amendnent H HSS 49 was ADOPTED.

1:55: 53 PM

Vice-Chair Gara MOVED to ADOPT Amendnent L H DBT 8 (copy on
file):

Debt Service

School Debt Rei nbursenent

L H DBT 8 - Restore School Debt

Rei nmbur senent anobunt to FY18 Gov Requested anount
O fered by Representative Gara

Ref erence: 30- GH1855U. 7.
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This anendnent restores School Debt Reinbursenent to
the CGovernor's FY 18 level of $115,956.6. Please note
correspondi ng REAA anendnent 30- GH1855U. 8.

Representati ve Wl son OBJECTED.

Vice-Chair Gara reviewed his anmendnment that would restore
the statutory school debt reinbursenent the state owed to
the full amount. He noted the statutes were always subject
to appropriation. He detailed that about one week earlier
the commttee had considered the idea of saving funds by
reducing state noney going to school debt reinbursenent.
However, he believed the commttee had heard clearly from
the public that the reduction would hit local comunities
harder than he would like. He furthered that Anchorage and
Fai rbanks had tax caps and if they had to absorb the costs,
they would have to find sonmething else to cut in their
| ocal budget such as police or other. He believed public
testimony had been convincing that the full anmunt should
be restored.

Representative WIlson testified in opposition to the
anendnent. She stated that any time cuts were made it woul d
be hard. She believed that unfortunately the state could
not keep taking on the responsibility. She had told her
constituents that the 70/30 or 60/40 percent split on bonds
was not guaranteed. She advised constituents to be prepared
for 100 percent. She shared that Fairbanks had bonded at
100 percent since there had been a noratorium - the
community had decided it was inportant enough (even if it
had to foot the bill) to "be able to do this." She stated
that the Fairbanks North Star Borough did not have poli ce.
She explained that the Gty of Fairbanks had police, but it
woul d not affect city police because it would be a borough
debt. She knew there had been questions about whether
people would prefer a cut to the school bond debt
rei nbursenent or to the Base Student Allocation (BSA). She
reasoned that at this point anything would take sone
adj ustnents. She clarified that the reduction to the bond
rei nbursenent did not constitute a broken promse by the
| egi sl ature. She continued that the state had been | ucky
enough to have enough revenue to keep the 70/30 or 60/40,
but she believed nost municipalities knew that the funding
was by appropriation.

1: 58: 56 PM
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Representative Pruitt spoke against the amendnent. He was
challenged with voting on the current anmendment prior to
voting on a BSA discussion. He thought there was an
understanding the conmttee had al ready indicated by voting
to include the reduction to the bond reinbursenment that
sonething different would have to be done with education in
the current year. He stated he thought there was nore to be
done beyond funding, but it would not happen through the
budget bill. He disagreed with specifically going after the
bond debt reinbursenent - various communities had handl ed
the issue differently. He remarked that "this is kind of
focused in on specific comunities just because they're the
ones that it deals with." He believed the |egislature had
to do sonething and would have to reduce, but he believed
it was probably better to do it through the BSA nechani sm
rather than the debt nechanism However, because he had not
been able to vote on the BSA conponent as of yet, he would
vote against the current anmendnent. He did not want to
double up and remarked that based on the outcone of a vote
on the BSA, perhaps the bond reinbursenent could be
reconsi der ed.

Representative Thonpson echoed the sentinent of the
previ ous speaker. He did not want to see both itens
prevail. He thought it may need to be addressed on the
House floor in order to ensure the right nmx was
established. He disagreed with not funding the school bond
debt; however, he woul d vote agai nst the anmendnent.

2:01: 31 PM

Vice-Chair Gara appreciated the comments that individuals
were trying to save noney. He referred to one conmment that
if the legislature followed statutory formula and provided
the funding to schools for bond debt reinbursenent that
cl assroom funding should be cut instead. He did not agree
with cutting school funding. He detailed that schools were
roughly $30 million behind where they had been two years
earlier. He believed that at sone point it was necessary to
nove the state forward and provide a state where people
wanted to raise their children. He believed the |egislature
should pay the statutory fornula - the state's paynent of
$48 mllion to hel p towards school debt reinbursement.

2:02: 35 PM

Representati ve Wl son MAI NTAI NED her OBJECTI ON
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Aroll call vote was taken on the notion.

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

OPPOSED: Pruitt, Thompson, Tilton, WIson

The MOTI ON PASSED (7/4). There being NO further OBJECTI ON
Amendnent L H DBT 8 was ADOPTED.

2:03: 31 PM

Representative Otiz WTHDREW Anrendnent L H DBT 9 (copy on
file).

2: 03: 50 PM
AT EASE

2:04: 17 PM
RECONVENED

Co-Chair Seaton MOVED to ADOPT Amendnent H SAP 18 (copy on
file):

Language Amendnents

L H SAP 18 - Reinsurance program
O fered by Representative Seaton
See 30- GH1855U5, Wall ace, 3-2-17

Thi s anends sec. 10(g) and (h) in HB 57, version U

The Departnent of Comrerce, Comunity, and Econom c
Devel opnent, Division of Insurance, has applied for a
federal waiver of Section 1332 of the Patient
Protection and Affordable Care Act. If this waiver is
approved, federal funding nay beconme available in an
amount equal to the federal savings from |owered
i nsurance premum subsidies for eligible Al askans.
Approval of the waiver is expected before June 30,
2017. Funding from the Al aska Conprehensive Health
| nsurance fund would continue to be required to
reinsure Al askans who were not eligible for federal
subsi di es.

The change to subsections (g) and (h) extends the tine

period of this Reinsurance Program appropriation from
the cal endar year 2018 program to the cal endar years
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2018 through 2022 prograns to match the term of the
wai ver .

New subsection (i) adds expenditure authorization for
federal receipts that nay becone available in fisca
year 2018 with the approved waiver for the calendar
year 2018 Rei nsurance Program The federal waiver will
be for a five-year period; however, future receipts
cannot be obligated in the state budget so additiona
federal receipt authorization wll be requested in
future years for the annual receipt collections.

New subsection 31(c) makes these appropriations
contingent upon federal approval of the Section 1332
wai ver. This <contingent |anguage is required for
eligibility for the federal waiver because it makes
Al aska's program budget-neutral for the federa
gover nnent .

Representative WIson OBJECTED

Co-Chair Seaton reviewed his anmendnment related to health
i nsurance program The anmendnment adjusted the appropriation
Sections 10(g) and (h) in HB 57, the name of the
rei nsurance program to conform to |legislative drafting
style, and Section 10(h) to match the timng of the
rei nsurance program federal waiver. The anendnment woul d add
federal receipt authority for funds from the waiver and
added a contingency section for the appropriations pending
approval of the waiver. The change woul d extend the current
cal endar year 2018 appropriation made in Section 10(h) to
cover the term of the federal waiver through cal endar year
2022 (FY 23). The amendnent would al so add federal receipt
authority for receipts collected in 2018 and allowed them
to be spent over the lifetine of the waiver. He continued
that since future receipts could not be obligated, the
department anticipated requesting federal authorization in
the state budget annually for the term of the waiver. The
amendnent would also add contingency |anguage for
appropriations pending federal approval of the waiver. The
federal governnent required the contingency so the waiver
would be neutral for its budget. Wthout the |anguage
federal funds would not be avail able. Federal funds for the
cal endar year 2018 program were estimated at $48 mllion.
The anmendnment would back up the reinsurance program - the
Al aska Conprehensive Health Insurance Association (ACH A)
anount that had been passed to reduce the individual market

House Fi nance Conmmittee 10 03/07/17 1:38 P. M



for the 7.5 percent increase instead of the 48 percent
increase in the health insurance program

2:06:47 PM

Representative W Ison discussed that the Ilegislature had
put $55 nmillion into the program the previous year. She
asked if there was another appropriation in the current
year budget for the program Alternatively, she asked if
t he anendnent pertained to utilizing the $55 million from
t he previous year.

Co-Chair Seaton answered that it was the $55 mllion that
wth federal waiver approval would be spread over five
years ($11 mllion per year) instead of the $55 mllion in

state funding that would be needed annually if the state
did not receive the federal waiver of $48 mllion.

Representative WIson asked for wverification that the
amendnent would also allow federal funds to be accessible
wi thout coming back to the legislature. She comented that
the state was basically taking on what the federal
government probably should have been doing through its
program She added that the departnent would also have the
ability to utilize the funds w thout having to come back to
the |l egislature for approval.

Co-Chair Seaton agreed. He detailed there would be federal
receipt authority for $48 million matching with about $11
mllion in state funds to achieve the program reductions
with the intent of maintaining a health insurer within the
state.

Representative Wl son W THDREW her OBJECTI O\

There being NO further OBJECTION, Anmendnment L H SAP 18 was
ADOPTED.

2: 09: 08 PM

Co- Chair Seaton MOVED to ADOPT Anmendnment L H SAP 19 (copy
on file):

L H SAP 19 - Deposit the FY18 ASLC Dividend into the
General Fund

O fered by Representative Seaton

See 30- GH1855U. 3, Wal |l ace, 3-2-17.
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This anmendnent deposits the Alaska Student Loan
Corporation FY18 dividend of $1.2 mllion into the
general fund and also deactivates the ASLC Dividend
fund code (1150, which is classified as UG) so the
dividend is spent as UG- (code 1004). There is no
impact on UG- spending and no loss of information
caused by this anendnent.

Representati ve Wl son OBJECTED.

Co- Chair Seaton explai ned the anmendnent that would nove the
Al aska Student Loan Corporation (ASLC) dividend into the
General Fund.

Representative Pruitt asked about the policy shift. He
wondered why a separate fund had been created. He queried
what had been drawn from the fund in the past. He
understood there was no inpact in undesignated general
funds (UGF). He wondered how the anmendnent shifted the
paynent process and about the reasoni ng behind the proposal
to elimnate the fund code.

Co-Chair Seaton explained the fund code was obsolete and
not tracked. He detailed the fund <code was nerely
"sonething else sitting on the books" used to deposit the
noney into; however, it was not used for anything else. The
dividend was spent as UG-. He detailed that the anendnent
provi ded | anguage to clean up fund codes for clarity and to
elimnate confusion about whether the funds were UG or
DGF. He concluded it was better off in the UGF category,
whi ch was all the anmendment woul d acconpli sh.

Representative WIson understood the anendnent would
elimnate the [ASLC] fund; however, it had been her
understanding that the $1.2 mllion ASLC dividend was the
first dividend in a long tinme, if ever.

Co-Chair Seaton replied that he believed it was the first
[ASLC] dividend in "a while," but he believed there had
been dividends in the past.

Representative WIlson asked if the $1.2 mllion dividend

was derived from interest on higher education |oans
Al askans had taken out.
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Co- Chair Seaton answered that the anmount canme from proceeds
from the ASLC, nost of which was derived from interest on
the debt paid. He detailed that interest rates were
calculated at a period in tinme. The funds were collected
over tinme - sonetinmes the nunber was higher and other tines
it was lower. He explained that when the state received
nore noney a dividend could be paid into the General Fund
to help offset the existing budget deficit.

Representative WIson believed the nobney was conming from
Al askans who had taken out a loan. She wondered if there
was a nechanism to lower the rates for student |oans
instead of generating a dividend to the state. She wanted
to nmake sure the state was not charging nore for student
| oans than was necessary.

2:13: 37 PM

Co- Chai r Seaton did not know the exact statutory
construction, but normally people borrowed noney and paid
an interest rate. He furthered that no matter what the
conpetitive interest rate was at the tinme, the borrower
paid the interest rate set at the tinme they borrowed the
noney. He reasoned that the excess funds had been generated
and could help offset a portion of the budget deficit. He
did not know of any nmechanism in place that would
automatically lower people's interest rates if current
interest rates were lower. He added it was generally an
application process if it existed.

Representative WIlson stated she would |ook into whether
there was a nechanism to adjust current student |oans so
that the state was not nmaking it harder for Al askan
students to pay back their |loans. She wondered how the
issue would be tracked in the future if the fund code was
renoved

Co- Chair Seaton answered that a dividend had to be accepted
by the Ilegislature; it wuld cone to the |legislature
regardl ess of the renoval of the fund code.

Representative WIson WTHDREW her OBJECTION. There being
NO further OBJECTION, Amendment L HSAP 19 was ADOPTED

2:15: 52 PM
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Representative WIson MOVED to ADOPT Anmendnent L H SAP 20
(copy on file):

H SAP 20 - Elimnate ERA payouts in FY17 and FY18, and
fund K-12 with UG at 95 percent of FY18 formula
anmount s

O fered by Representative WIson

30- GH1855U. 16

See attached |anguage from the Division of Legal and
Research Services. The intent of this anendnment is to
ensure no funds are transferred from the Earnings
Reserve Account to either the General Fund or to the
Public Education fund and funds the Public Education
Fund at a reduced | evel (95 percent).

Co- Chair Seat on OBJECTED.

Representative WIlson explained the anmendnent woul d
elimnate the [Permanent Fund] earnings reserve account
(ERA) paynent for FY 17 and FY 18. It would also fund K-12
with UG at 95 percent of the FY 18 fornula anounts. She
was concerned that taking a |arge anount fromthe ERA would
nmean there may conme a point where the Permanent Fund corpus
was al so tapped, which she did not support. She believed
the issue should go to a vote of the people. She recalled
having the discussion with coll eagues several years earlier
who also believed the issue should go to a vote. She
stressed the significance of the issue. She continued that
the state had been lucky to have the balance in the ERA
but the budget would withdraw funds from the account for FY
17 and FY 18. She referred to |late Governor Jay Hammond and
his 50/50 plan. She believed he had been cautious that
taking nore than a yearly anount could have a negative
effect. She reiterated that the anmendnent would elimnate
the ERA payouts. She supported taking the issue to a vote
of the people. She spoke to the K-12 conponent of the
amendment . She remarked that the formula included
transportation funds because the service was a Base Student
Al location (BSA) by default. She elaborated that the state
was giving transportation noney to comunities wthout any
type of bus service. She did not know if that had been the
reason for the transportation, but it was what it had
becone. She concluded it was outside of the BSA, but was
utilized and funded in the sane fashion.
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Co- Chair Seaton spoke to his objection. He stated that a 5
percent budget cut was harder on npbst comunities and on
all school districts. He elaborated that the elimnation of
the fund draw for FY 17 and FY 18 woul d severely hanper the
passage of a budget.

2:20: 05 PM

Vice-Chair Gara understood the point of the anmendnent was
to save noney, but he opposed it. He explained that schools
had already been cut in the past several years. He did not
support an additional 5 percent cut to school funding. He
stated that he wanted to nmake sure people wanted to raise
their children in Al aska. He believed the anendnent went in
the wong direction. He continued that it was incunbent on
the legislature to cone up with a fiscal plan to start
funding the needed services. He hoped a plan could be
agreed upon by the end of session.

Representative Pruitt spoke in support of the amendnent. He
remarked there were several things going on wth the
amendnent that involved a substantial anount of noney and
policy. He highlighted the noving of noney into the Public
Education Fund as well as into the General Fund. There were
two conponents - one for FY 17 and one for FY 18. He
bel i eved the conmittee would have a robust discussion about
whether or not to pay the current year's budget from the
ERA. He did not believe the funding should nerely occur in
t he budget process. He reasoned that the discussion should
occur around the many different proposed bills ained at
dealing with the challenge of state revenues. He stated
"this doesn't <create the stability that's needed."” He

understood that a particular bill would be passed - at the
end the fiscal notes would nove with the budget and could
be incorporated into the budget during closeout. He

di sagreed with making the policy at present wthout the
bills. He also disagreed with taking nmoney from FY 17,
whi ch he understood the governor had also included in his
budget .

Representative Pruitt addressed the 5 percent reduction to
the BSA. He explained that if Amendnment L H SAP 20 passed
he would request that the committee reconsider the prior
amendnment related to school bond debt reinbursenent because
he did not want to double up. He believed the current
strategy needed to be handled differently. He remarked that
he continued to hear the legislature had cut education. He
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acknow edged there had been a veto the previous year by the
governor. He continued that education funding had increased
continuously. He recalled that the previous year the
coormittee had heard a presentation showing that the
| egislature had increased education higher than the rates
of inflation for the previous eight years. He continued
that the increase had been 30 percent, which was quite a
bit nore than inflation. He stated that the |egislature had
continued to show its comnmtnent to education. He believed
that at present it was necessary to do things differently,
whi ch neant that Anchorage and other areas would have to
participate in a different way. He postulated that if
anyt hing had been classified in the "sacred cow' category,
which he believed the commttee had done with a good
portion of the current budget, then they were never really
honestly going to tackle the budget. He understood there
were challenges to education; however, he did not see
significant policy consideration related to how education
was being delivered. He stressed that the |egislature was
not having a conversation about how education was
delivered; therefore, wunfortunately they faced scenarios
like the one facing the conmttee where "we alnost take a
hatchet as opposed to really addressing the inherent
challenges with delivering education through Al aska." He
reiterated his support for the anmendnent. He requested that
t he school bond debt reinbursenent be reconsidered if the
anendnent passed. He did not believe the two itens should
be doubl ed up

2:24: 49 PM

Co-Chair Foster acknow edged Representatives Dan Saddler,
Lora Rei nbol d, and Jennifer Johnston in the audi ence.

Representative WIson provided wap up on the anendnent.
She explained that one of the reasons she had offered the
anendnent was because the budget would take nore out of the
ERA than was necessary. She detailed that the proposed
budget would take the noney from one savings to another
(i.e. from the ERA to the Public Education Fund) because
one account earned a substantial anmount of noney and the
other earned a mninmal anmount. She equated it to a person
getting ready to retire and putting all of their noney into
a high earning stock portfolio, but choosing to cash out
the stocks and place the funds in a |low earning savings
account that had anple noney. She agreed that a plan was
needed, but she believed the state would |ose hundreds of
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mllions of dollars by renoving noney out of the ERA early.
She el aborated that it would nean cashing out stocks that
had a potential of significant gain due to the current
mar ket environnment. She continued that to fulfill the
provision in the budget it would nmean cashing in stocks
even though it may not be a decision the Al aska Pernmanent
Fund Corporation (APFC) would chose to nmake. She was
concerned about noney the state would | ose. She believed it
meant the state would have to "take those hundreds of
mllions of dollars and go sonmewhere else and find it." She
stated it wuld then be necessary to look to state
residents to fill the gap, when it would have been possible
to fill the gap by the state's own investnents naking
noney. She believed it made no sense.

Representative WIson addressed the education conponent of
t he anmendnent. She expressed her support for education. She
spoke to hone schooling and costs. She shared that she had
honme schooled her children and had received a fraction of
the noney - the funds had conme out of her own pocket. She
stated that the [low] costs hone schooled children were
educated on was anazing. She stressed that the state payed
over $50,000 per student in some districts. She added "the
sad thing is, we're still at the bottom"™ She urged the use
of technol ogy. She understood not all areas had broadband.
She enphasized that doing the sane thing repeatedly wth
education would cost nore and it had not worked well. She
acknowl edged that Alaska had great teachers, but she
pointed to the inportance of allowing them to use
technol ogy and options that were not as costly as sone
current nethods. She believed people would want to nove
from the state if the legislature continued to take nore
noney out of their savings accounts. She stated that
utilizing savings did not <constitute a plan, the only
change was the noney would be taken from a different fund.
She stated it was the people's fund - she thought they
shoul d vote. She believed using the ERA was a huge n stake
t hat woul d cost Al askans.

Co- Chair Seat on MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the notion.
IN FAVOR: Pruitt, Thonpson, Tilton, WIson

OPPCSED: Gara, Genn, CGuttenberg, Kawasaki, Otiz, Seaton
Fost er
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The MOTION to adopt Anendnment L H SAP 20 FAILED (4/7).

2:29:41 PM
AT EASE

2:35: 24 PM
RECONVENED

Representative WIlson MOVED to ADOPT Anendnment L HSAP 21
(copy on file):

L H SAP 21 - Supplenental paynent of FY17 permanent
fund divi dend

O fered by Representative WI son

30GH1855U. 12

See the attached |anguage from the Division of Lega
and Research Services. The intent of this amendnment is
to appropriate $663,350,000 from the earnings reserve
account to the dividend fund for the paynent of
suppl emental FY17 pernmanent fund dividends to eligible
i ndi vidual s who received a permanent fund dividend in
Cct ober 2016.

Co- Chair Foster OBJECTED.

Representative WIlson read from the anmendnent description
[ see above]. She corrected a typo in the description and
clarified t he anount was $666, 350, 000 i nst ead of
$663, 350, 000. The anendnent would restore the governor's
veto from the previous year in order "to give the people
t heir noney back."

Vice-Chair Gara remarked that there were different views
around the building about the size of the dividend. He
noted the House Mnority |eader had proposed a dividend of
$1,000 and the Senate had proposed $1,000 the previous
year. He stated it was a debate the |egislature would
continue to have for the remainder of the current session.

Representative Pruitt did not support the anmendnent. He
pointed out that the <current and next amendnent were
simlar, but they pertained to different years. The current
amendnent would restore the governor's veto from the
previous year [FY 17]. He shared that the previous year
when the commttee had voted on SB 128 [2016 |egislation
pertaining to the Permanent Fund Dividend and earnings] he
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had highlighted the "huge shift" that the public had not
really been aware of at the tine. He added that the
governor had nade a decision that the |Ilegislature had
chosen not to override. He spoke to several reasons he
believed the legislature should not nerely restore the
governor's veto. First, the economc challenges residents
and the state had gone through the prior fall had already
passed. He did not nean to inply that the reduction did not
i npact residents and the econony. However, he believed it
would create an "up and down scenario” if the amendnent
passed. He reasoned that passage of the anendnent would
gi ve people hope there would be an additional $1,000 from
the prior year. He surmsed it was highly Ilikely the
governor nmay veto the anmount again. He was concerned it
would create instability in the eye of the public. He
shared that people had emailed him the prior year saying
t hey understood that sonething would have to be done, but
requesting the legislature to hold off on the timng
because they had budgeted based on the amount. He opined
that instead of looking to the previous year, it was tine
to nove forward. He believed the previous anendnent and the
next anendment that tal ked about how to fill the revenue
gap bot h i ncl uded their own conversati ons, whi ch
constituted the noving forward conponent. He concl uded t hat
he would love to be able to give residents the noney, but
in order to prudently manage the people's nmoney in the
Permanent Fund and to ensure nobney was available in the
future, he believed it was appropriate to |ook forward and
not back.

Representative Tilton spoke in support of the anendnent.
She agreed that the legislature had an obligation to help
peopl e manage expectations. However, residents had expected
to receive the noney the previous year, but it had been
vetoed by the governor. She stated that the veto had
resulted in nore residents dipping below the poverty |evel
than before. She felt strongly that everything the
|l egislature did when it considered reducing the PFD
resulted in a changing of the econony.

Representative WIson provided wap up on the anendnent.
She underscored that the nobney was sitting in the ERA and
nore interest was being earned daily, but based on the
direction of the discussions nost of the noney would go to
government, not residents. She shared that she had spoken
with constituents and she believed the noney belonged to
t he people, which had been the agreenent when the fund had
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been fornmed. She detailed that once the fund had been
created the legislature had passed statute specifying that
some of the funds would be set aside for residents. She
noted that the other portion of the funds could be used for
governnment for essential services, but she thought a vote
of the people should occur. She stressed that the noney did
not have to be earned by residents, it was given to each
resident. She furthered that residents did not own nost of
the resources under their land, unlike in the novies where
sonmeone found oil on their land and becane rich off sales
(litke in North Dakota and other |ocations). She stressed
that the resources belonged to the state in Al aska unless a
person had specific rights to the land, which was not
common. She continued that the Permanent Fund bel onged to
the people. She believed the legislature should have
overridden the governor's veto the previous year. She
t hought state residents should be part of the discussion if
t he dividend anobunt changed. She believed governnment needed
to learn to handle its own funds before they "grab others.”
She reiterated that the funds should have gone to
residents.

2:43:43 PM

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON

Aroll call vote was taken on the noti on.

IN FAVOR: Tilton, WI son

OPPCSED:  Thonpson, Gara, Genn, (Quttenberg, Kawasaki ,
Otiz, Pruitt, Foster, Seaton

The MOTI ON to adopt Amendment L HSAP 21 FAILED (2/9).

2:44: 34 PM

Representative WIlson MOVED to ADOPT Anendnment L HSAP 22
(copy on file):

L HSAP 22 - Fully fund FY18 pernmanent fund dividend
paynent .

O fered by Representative WIson

30GH1855U. 11

See attached |anguage from the Division of Legal and
Research Services. The intent of this anmendment is to

House Fi nance Conmmittee 20 03/07/17 1:38 P. M



fully fund the FY18 permanent fund dividend paynent to
el igible recipients.

Co-Chair Foster OBJECTED for discussion.

Representative W Ison explained that the anendnent would
restore full funding for the FY 18 Pernmanent Fund Di vi dend.
She detailed that no legislation had been passed to change
the amount. She stated the anmount in the budget had been

chosen by soneone else. She believed the full anount
bel onged to residents. She added that the full funding
should be mamintained until |egislation made a change or a

vot e occurred.

Representative Quttenberg spoke discussed that he had been
present when Permanent Fund votes had taken place. He
shared that he had spoken with various people around the
state and the Capitol Building who were ol der and w ser. He
el aborated that he had voted on the issues. He stated that
many people had reinterpreted their personal recollections.
He recalled that there had been a substantial anount of
noney that needed to be put away - otherwise it would be
spent. He detailed that the initial discussion had not been
about a dividend program that the noney would belong to
the people, or about a sovereign relationship with the
noney and |land. He stated that those itens were all nodern
ar gunment s. He did not dispute the wvalidity of the
argunents, which he believed were valid for the people
hol ding the beliefs. He reiterated that when there had been
a vote to create a Permanent Fund that was protected
constitutionally, the arguments had not been relevant and
had not been part of the dialogue. He recalled that the
conversation had been |limted to putting the noney aside in
order to conserve it. He believed the objective had been
very successful .

Representative Pruitt spoke in support of the amendnent. He
remarked that the anendnent seenmed simlar to the prior
amendnent, but it was different. He detailed there was
existing policy for the "going forward" piece in one of the
bills. He believed it needed to be established in one of
the bills instead of making the change within the budget.
He stated that the long-term policy would follow the bil

and be a part of the conference conmttee discussion. He
reiterated his belief that it should be done through
legislation (through the long-term establishnent of the
stable revenue source the legislature was trying to
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establish for the Permanent Fund and other) and not the
budget process.

2:48:39 PM

Representative WIson provided wap up on the anendnent.
She recomended asking residents what they thought by
taki ng an advisory vote of the people. She supported asking
residents what they believed the fund should be and how
much the payoff should be. She stated "convince them that
essential governnent services have been whittled down to
where it needs to be to where they're willing to give nore
than just the 50/50 that was brought wup before.” She
explained that allowing the people to vote would nean the

| egislature would not have to "decide whether | have a
different opinion than soneone else or sonmeone else does
too." She continued that there were many bills in the

current process that addressed what the dividend payout
should be. She supported letting the bills go through the
process. She el aborated that if one of the bills passed and
it inmpacted the budget the change would be adjusted in the
fiscal notes associated with the bill. Aternatively, if
nothing passed related to the dividend for the current
year, the anount would not change. She believed that
putting the dividend paynent in the budget would nean
determ ning the anmount before letting the process run its
course. She stressed that the budgetary conponent was not a
policy call - the policy calls were associated with all of
the legislation that allowed Alaskans to be part of the
di scussion. She underscored that the budget did not allow
Al askans to be a part of the discussion. She supported
fully funding the dividend in the current year.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the noti on.

IN FAVOR: Tilton, WIlson, Pruitt

OPPCSED: Gar a, G enn, Gut t enber g, Kawasaki , Otiz,
Thonpson, Seaton, Foster

The MOTION to adopt Anmendnent L H SAP 22 FAILED (3/8).

2:51: 05 PM
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Representative Pruitt requested to hear Amendnment L H SAP
23 (copy on file) at a later tinme. There being NO
OBJECTION, it was so ordered.

2:51: 59 PM

Vi ce-Chair Gara MOVED to ADOPT Amendnent L H FND 3 (copy on
file):

Fund Capitalization (no approps out)

Ol and Gas Tax Credit Fund

L HFND 3 - An additional reduction of $7 mllion in
oil tax payment, resulting in $30 mllion paynment

O fered by Representative Gara

30GH1855U. 22

The state has not fixed its current budget deficit any
nore sustainably than it did last year, and |ast
year's appropriation was $30 mllion. It is intended
that when the state adopts a sustainable fiscal plan
and neets our constitutional obligation to get the
publi c maxi num benefit fromtheir oil resources, funds

will be available to pay these accrued credit
subsidies in greater ampunts. In FY18 it is projected
that paid oil and gas production taxes will be |ess

than oil and gas credits generated by FY18 activity
under current law. This |leaves the state with negative
production tax revenue for FY18.

Representati ve Wl son OBJECTED.

Vice-Chair Gara stated that currently there was a very
generous oil tax subsidy system and a very small oil tax
production system He elaborated that currently oil fields
were either paying zero percent or 4 percent as a tax to
the state; however, there were nore oil tax credits in the
current year than incomng production taxes. He stressed
the inmportance of fixing the system He detailed it was a
debt the state would owe; therefore, reducing $7 nmillion of
the paynent would only increase the state's future
obl i gation. He WTHDREW t he anendnent .

Vice-Chair Gara MOVED to ADOPT Anendnent L H FND 4 (copy on
file):

Regi onal Education Attendance Area School Fund 1222
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L HFND 4 - Restore REAA deposit to FY18 Gov Request
anount

O fered by Representative Gara

Ref erence: 30- GH1855U. 8.

Thi s anmendnent restores REAA funding to the Governor's
FY18 anount of $40. 64 mllion. Pl ease not e
correspondi ng anendment 30-CGH1855U.7 for School Debt
Rei mbur senent .

Representati ve Wl son OBJECTED.

Vice-Chair Gara explained the amendnent contained the
correspondi ng restoration of f undi ng for school
construction and nmintenance. He referred to an earlier
amendnent that had restored funding for school debt
rei nbursenent. Amendnent L H FND 4 would restore funding in
an equi val ent percentage to Regional Educational Attendance
Area (REAA) school districts at the governor's proposed $17
mllion cost. He noted the funding matched the percentage
goi ng to urban school s.

Representative Wl son MAI NTAI NED her OBJECTI ON.

Aroll call vote was taken on the notion.

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

OPPCSED: W/ son, Pruitt, Thonpson, Tilton

The MOTI ON PASSED (7/4). There being NO further OBJECTI ON
Amendnent L H FND 4 was ADOPTED.

2:54: 43 PM

Representative Otiz WTHDREW Anendnent L H FND 5 (copy on
file).

2:55: 04 PM
AT EASE

2:55:47 PM
RECONVENED

Representative Tilton WTHDREW Amendnents L XFR 3 and L XFR
4 because she had received inaccurate information from the
depart nment.
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2:56:44 PM
AT EASE

3:11: 51 PM
RECONVENED

Representative Tilton nmade clarifying remarks regardi ng her
w thdrawn fund transfer anmendnents. She had questioned the
bal ance and had received the information the current
nmorning related to fund bal ances with hunbl e apol ogies from
the departnment about the previous incorrect information
provi ded. She under scor ed t hat | egi sl ators drafted
amendnents based on information provided by the departnent.
She stressed the inportance of the veracity of the
information |egislators received. She enphasized that the
| egislature was dealing with the people's noney.

NAVENVDENTS: ALL REMAI NI NG | TEMS

3:13:43 PM

Representative WIlson MOVED to ADOPT Anendnment H DOA 5
(copy on file):

Centralized Adnmi nistrative Services

O fice of Adm nistrative Hearings

H DOA 5 - Mre closely align the FY 18 budget request
with the FY 17 Managenent Pl an.

O fered by Representative WIson

The FY 17 Managenent Plan has a budget of $137,000 in
the Services line and the FY 18 budget request is
$339, 100 which is an increase of $202,100 over the FY
17 Managenent Plan. Therefore, a reduction of $85, 400
in the Services line is made to this allocation to
nore closely align the FY 18 budget request with FY 17
Managenent Plan and to delete all unrestricted general
funds (fund source 1004). This anendnent is intended
to encourage the Department to manage its own budget
nore prudently.

Co- Chair Foster OBJECTED.

Representative WIson read from the anmendnent description
[ see above].
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Representative Genn spoke against the amendnent. He
pointed out that the services line from the FY 16 actuals
was $336, 900, which was nore in line with the FY 18 budget
request of  $339, 100. He detailed that the increase
reflected in the services |line from the FY 17 managenent
plan due to the need to bring the Ofice of Admnistrative
Hearings receipts on budget, thus the increase in the
i nteragency receipt authority and not UGF. The current tax
at issue with some of the pending cases was over $100
mllion. He believed it would elimnate the departnent's
ability to pursue the cases if sone of its personnel was
reduced.

Representative W/l son provided wap up. She agreed that the
FY 16 budget was higher than FY 17. She surm sed that FY 17
managenent did not think it needed as nmuch noney. The
amendnent would decrease funds by $85,000 and would not
make any reductions to personal services. She clarified
that the office would continue to have the sanme nunber of
enpl oyees. She el aborated that the budget was still higher
by $202, 100. She enphasi zed that the $85, 000 reduction only
applied to the services line of the office's budget.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson
OPPCSED: Grenn, GQuttenberg, Otiz, Gara, Seaton, Foster

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON Amendnent H DOA 5 FAI LED (4/6).

3:17:57 PM

Representative WIlson MOVED to ADOPT Anendnment H DOA 6
(copy on file):

O fice of the Conm ssioner

H DOA 6 - Delete one Special Assistant position and
associ ated costs.

O fered by Representative WIson

This anmendnent deletes the Special Assistant to the

Comm ssioner from the FY 18 budget request. This
reduction will require the Comm ssioner's Ofice to
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provide oversight and policy direction in a nore
efficient manner with | ess high | evel nanagenent.

Co- Chair Foster OBJECTED.

Representative WIlson read from the anmendnent description
[ see above]. She noted that the topic had been discussed by
the commttee for nunerous years. She appreciated the
special assistant, whose nost basic job was to answer
guestions from the legislature. In the past the conmttee
had been told that the tinme it would take to answer
| egi sl ators' questions would be increased if the position
was elimnated. She remarked that |egislators may have to
do nmore of their own research. G ven budget constraints,
she believed it nmay be prudent for legislators to do the
wor k t hensel ves.

Representative Genn was opposed to the anendnent. The
Department of Administration comm ssioner's office had one
speci al assi stant. The position was responsible for
tracking and responding to any legislation involving the
departnment. He contended that wthout the position the
department's ability to answer guestions from the
| egislature would be dramatically reduced. He referenced
Representative Tilton's earlier statenments about the
i mportance of receiving tinmely and accurate information
from departnments. He believed the only remaining general
funds for the Ofice of the Comm ssioner budget were
related to the fiscal note for SB 74 (Medicaid reform
| egi sl ation passed in 2016) and could not be del et ed.

Representative WIson stressed that the funding was not
General Fund match; it was $19,500 in general funds. She
explained that the $123,800 in interagency receipts neant
t he departnent was responding to other agency requests (not
the legislature). She did not believe the information
Representative Tilton had received had conme from the
special assistant. She agreed that legislators would have
to wait longer to receive answers from the departnent;
however, at some point the legislature had to consider
whet her the information requests were mission critical. She
stated the anendnent should not pertain to funding the
department already had because it was not matched. She
referred to the $123,800 in interagency receipts and
wondered what it was that other departnents actually needed
ful filled.
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Co- Chair Foster MAI NTAI NED hi s OBJECTI ON
Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson
OPPCSED: CGuttenberg, Otiz, Gara, Genn, Foster, Seaton

Represent ati ve Kawasaki was absent fromthe vote.
The MOTION to adopt Anendnent H DOA 6 FAI LED (4/6).

3:22:12 PM

Representative WIson WTHDREW Anendnent H DOA 7 (copy on
file).

3:22:30 PM

Representative WIlson MOVED to ADOPT Amendnent H DOA 8
(copy on file):

Fi nance

H DOA 8 - Delete funds for positions deleted by the
Departnment with no fundi ng reduction.

O fered by Representative WIson

The Departnment deleted 16 positions associated wth
the statewide accounting system and the Integrated
Resource Information system as this project is now in
the stabilization phase. CIP receipts associated with
the positions were deleted, however the positions
del eted were partially funded with general funds which
were not del eted. Thi s anmendnent deletes the genera
funds associated with the positions that were not
del eted by the Departnent in the FY 18 budget request.

Co- Chair Foster OBJECTED.

Representative WIson read the anendnent description [see
above].

Representative Grenn spoke in opposition to the anendnent.
He understood from his work with the departnent that the
funding for the positions had already been deleted. He
detailed that the departnent had hoped funding for the
positions could be found through DGR, but it had not been
realized. The departnent had renoved the positions after
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realizing funding was not available going forward. He
explained that elimnating the UG funding would result in
cutting different operating positions currently filled and
provi di ng support to the statew de administrative services.

Representative WIson provided wap up on the anendnent.
She stressed the capital inprovenent project funding had
been renoved, but the general funds had not. She inferred
that if the departnent was spending the funds on other
positions perhaps it was due to contractual agreenents and
paying extra. She underscored that the funding in the
anendnent had been designated for positions that had been
del eted. She continued the funds were in the budget and it
was clear where the CIP anounts had been taken out. She
enphasi zed that no general funds had been renoved. She
surm sed the departnent could be using the $398,000 for
sonething el se; however, she believed the associated
funding with deleted positions needed to be deleted as
wel | .

Co-Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson
OPPCSED: Otiz, Gara, Grenn, Guttenberg, Seaton, Foster

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON to adopt Amendment H DOA 8 FAILED (4/6).

3:25:10 PM

Representative WIson MOVED to ADOPT Amendnent H DOA 9
(copy on file):

H DOA 9 - Delete funds for positions deleted by the
Departnment with no fundi ng reduction.
O fered by Representative WI son

The Departnment deleted four vacant Business Analyst
positions and one part-tinme college intern associated
with the statewide accounting system and the
| ntegrated Resource Information system as this project
is now in the stabilization phase. This anendnent
deletes the general funds associated wth the
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positions that were not deleted by the Departnent in
the FY 18 budget request.

Vi ce- Chair Gara OBJECTED.

Representative WIson remarked that she would assunme the
budget books received by the |egislature were accurate. She
stated that she would not say the departnent was sayi ng one
thing and the books said sonmething different. She referred
to a conversation about FY 16 and stated "nmaybe the books
lie." She stressed that all the commttee had to rely on
was the budget documents received. She read the anmendnent
description [see above]. She relayed that the anendnent
woul d del ete $36, 100 i n general funds.

Representative G enn spoke against the anendnent. He shared
hi s understanding after speaking to the departnment that the
positions had been deleted in the 2017 managenent plan. He
elucidated that the position funding had already been cut;
the actual PCNs [position control nunbers] were deleted
after the departnent realized the funds were no |onger
avai | abl e. He suggested hearing from DOA on the issue.

Co-Chair Seaton noted the commttee would not be hearing
fromthe departnent.

Representative WIson enphasized that the budget books
showed the positions as deleted for four vacant business
anal ysts and one part-tinme college intern. She continued
that the books also showed the other funds as a negative
nunber and not hing had been |isted under general funds. She
noted it was necessary to look at the details in the book
and at the prior year to determne the funding amunt for
the positions to determ ne what they had been paid. She did
not want to accuse soneone of being untruthful, but she
believed the books and the department could not both be
correct. She stressed that the FY 18 budget books did not
del ete the $36, 100.

Vi ce-Chair Gara MAI NTAI NED hi s OBJECTI ON
Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson
OPPCSED: O'tiz, Gara, Grenn, Guttenberg, Foster, Seaton

Represent ati ve Kawasaki was absent fromthe vote.
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The MOTION to adopt Anendnment H DOA 9 FAI LED (4/6).

3:28:49 PM

Representative WIson MOVED to ADOPT Anendnent H DOA 11
(copy on file):

Per sonnel

H DOA 11 - Funding reduction to elimnate increase in
Personal Servi ces.

O fered by Representative WIson

Four positions were deleted from this allocation,
however, the Personal Services line item increased by
$295, 900 between the FY 17 Managenent Plan and the FY
18 budget request. This anendnent elimnates the
increase in the Personal Services line item from the
FY 18 budget request.

Co- Chair Foster OBJECTED.

Representative WIlson read from the amendnent description
[ see above].

Representative Genn spoke against the amendnent. He
relayed that the D vision of Personnel had cut three
positions, none of which were associated UG. The fourth
position referenced in the anmendnent had been transferred
to the shared services organization within the departnent
for accounting services. He detailed that given the
positions did not have associated UG, there had not been a
decrease in workload and elimnating the funds would result
in the elimnation of other positions and a significant
reduction in service |evel.

Representati ve Pruitt did not under st and what
Representati ve Grenn had sai d.

Representati ve Grenn expl ai ned t hat it was hi s
understanding that the Division of Personnel had cut three
positions, none of which had associated UG. The fourth
position referenced by the anendnment was a transfer to
shared services wthin the departnent for accounting
services. Gven that the positions did not cut UG and
there had not been a decrease in the workload of the
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division, elimnating the funds would result in the
el imnation of other positions.

3:31: 52 PM

Representative Thonpson stated it got confusing that the
subcomm ttees had not been able to address individual PCNs.
He believed there had been no way of having a pure question
and answer scenario with the departnents or of obtaining
real figures to go off of. He thought the budget process
was flawed. He wanted to know whether three positions had
been elimnated. He wondered why there had been an increase
to the personnel services line of $295 000 from the
previ ous year. He thought the two things were incongruent.

Vice-Chair Gara asked whether the anmendnent sponsor had
spoken with the departnent to determ ne what the funds were
being used for and what would happen to the departnent if
t he del etion occurred.

Representative WIlson answered that she had not spoken with
the departnent. She detailed that the departnment had cut
three positions. The fourth position had been cut and
transferred to another area. There were four fewer people
in the division, yet it had increased personnel services by
$295, 900. She enphasized that the anendnent did not cut any
positions. She did not believe she should have to talk to
the departnent. She stressed that the budget books should
show if positions were taken out of the budget. She
expl ained that FY 17 showed the positions; whether funding
had come from UG-, federal funds, or other; and how nuch
the positions nade. She reasoned that whether or not the
positions had been paid with UG funding, the anpbunt was
i ncreasing and the nunber of people was not. She believed
there should be an explanation for the increase (e.gqg.
contracts increased) and that the sanme increase should be
seen in all of the other allocations. She elaborated that
the growth had not been seen in personal services as shown
in the proposed budget. She noted that funding had been
cut, but the departnent had not cut the specific funds
targeted by the anendnent. She was not «claimng the
departnment was not wusing the funds for sonething else;
however, |less people would nean |ower payroll in nost
busi nesses. There were fewer people in the division, yet
the state was paying nore for the existing positions, which
did not nake sense to her. She acknow edged there may be a
di fference between |ooking at the book and talking to the
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departnment; however, she believed the two conversations
shoul d mat ch up.

3:35:44 PM
AT EASE

3:39: 50 PM
RECONVENED

Co-Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR: Pruitt, Thonpson, Tilton, WI son
OPPCSED: Gara, Grenn, CGuttenberg, Otiz, Seaton, Foster

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON Amendnment H DOA 11 FAI LED (4/6).

3:40: 39 PM

Representative WIson MOVED to ADOPT Anmendnment H DOA 12
(copy on file):

Labor Rel ations

H DOA 12 - Delete funding for position deleted by the
Department with no fundi ng reduction.

O fered by Representative WIson

The Departnent deleted a Labor Relations Analyst
position in the FY 18 budget request, however deleted
no funding associated wth the position. Thi s
amendnent deletes the FY 2017 budgeted cost of the
position.

Vi ce- Chair Gara OBJECTED.

Representative WIlson read the anmendnent description [see
above]. She added that the budgeted cost of the position to
be del eted was $185, 100.

Representative Genn did not support the anendnent. He
addressed his remarks to the current and other simlar
previ ous anendnents. The Departnent of Adm nistration had
an wunallocated reduction of $1.216 mllion in FY 17,
necessitating adjustnents to the positions by the
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departnment to nmnage the reduction. He explained that the
rel ati ons analyst position had been deleted in the FY 18
governor's budget request as the position was vacant due to
lack of funding (a result of previous <cuts to the
division). Currently all positions within the Division of
Labor Relations were filled; elimnating the UG would
result in cutting existing positions.

Vice-Chair Gara concurred with Representative Genn. He
underscored that the past several anendnents would be a
double cut to the departnment. He detailed that the funding
had already received an unallocated cut and positions had
been deleted. The anmendments would cut the same anmount of
funding a second tine and would delete nore noney than the
positions cost.

Representative W/l son provided wap up. She stated that the
details addressed unallocated costs and deleted positions
wi th associated funding. She continued that whatever the
reason the itens had been defunded, the details were shown
in the budget. She elaborated on the budget details and
expl ai ned the books showed whether not a position went to
shared services or transferred a position from one
all ocation to another. She noted that sonetinmes the budget
listed a position without the nobney. She underscored that
the book did not show the [labor analyst] position as not
bei ng funded, which is where it should be. She |ooked very
closely to determ ne where the positions had been del eted.
She had observed that a portion of the nobney had been
del eted for other positions. She stressed that departnents
were not being consistent, which was causing confusion. She
had found that noney had been attached to the [analyst]
position for 2017; the position had been deleted for FY 18,
but the associ ated fundi ng had not been del et ed.

Vi ce-Chair Gara MAI NTAI NED hi s OBJECTI ON
Aroll call vote was taken on the noti on.

I N FAVOR: Thonpson, Tilton, WIlson, Pruitt
OPPCSED: Gara, Grenn, CGuttenberg, Otiz, Foster, Seaton

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON to adopt Anendment H DOA 12 FAILED (4/6).

3:45:51 PM
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Representative WIson MOVED to ADOPT Anendnment H DOA 13
(copy on file):

H DOA 13 - Funding reduction of one PFT position and
rel ated costs.
O fered by Representative WIson

This anmendnent deletes a Labor Analyst position from
the FY 18 budget request. This wll require the
Departnment to redistribute the work load to renaining
staff and to be nore efficient in providing |abor
rel ati on services.

Co- Chair Foster OBJECTED.

Representative WIlson read from the anmendnent description
[ see above].

Representative Grenn spoke in opposition to the anendnent.
He detailed there were <currently six |l|abor relations
analysts on staff who processed grievances, interpreted
contracts covering the 15,000-plus state enployees, and
negoti ated collective bargaining agreenents on the state's
behal f (6 out of 11 agreenents were currently in progress).
He believed a reduction in staff would nmean the state woul d
need to hire a contractor, which would be nore expensive
He concluded that elimnating the position wuld lead to
i ncreased costs.

Representative WIson opined that frequently contractors
were nore efficient and cost-effective. She believed there
had not been any study conducted on the issue. She
requested to see the information if it was available. She
surm sed that if everyone took a small anount it would nean
things could be streamined versus taking |large cuts out of
one departnent or another.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.

IN FAVOR. Tilton, WIlson, Pruitt, Thonpson
OPPCSED: Gara, Grenn, CGuttenberg, Otiz, Seaton, Foster

Represent ati ve Kawasaki was absent fromthe vote.
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The MOTION to adopt Anendnment H DOA 13 FAILED (4/6).

3:48: 28 PM

Representative WIson MOVED to ADOPT Anendnment H DOA 18
(copy on file):

O fice of Information Technol ogy

State of Al aska Tel ecommuni cations System

H DOA 18 - Align FY18 personal services budget wth
previ ous expenditures and delete all overtine pay.

O fered by Representative WIson

FY 16 actual expenditures in the Personal Services
line item were $2,631,100. The FY 18 budget request is
$3,035,500 for this line item which results in an
i ncrease of $404,400 over FY 16 actual expenditures.
This anendnment reduces the FY 18 budget request for
the Personal Services line item by $404,400 in this
allocation to align the FY 18 budget request with FY
16 actual expenditures.

There is a small anount of prem um pay, ranging from
$100 to $19,000, budgeted for nearly all positions in
this allocation. This anmendnent elimnates the tota

anount of premium pay in the anount of $144,486
included in the FY 18 budget request. Declining
revenues dictate that overtime hours be reduced and
that state services be provided in a nore efficient
and effective manner.

These reductions are intended to encourage the
Department to manage its own budget nore prudently.

Co- Chair Foster OBJECTED.

Representative W I1son explained that the anendnent would
t ake $548,900 from the General Fund. She read the anmendnent
description [see above].

Representative Genn spoke agai nst the anmendnent. He stated
that the anmendnent dealt with the tel econmunications system
that provided 24/7 backup to the state's first responders,
which was a critical state service. He thought it was
probably not the best to |ook at year-to-year division due
to the wide fluctuations based on services, not on needs

House Fi nance Conmmittee 36 03/07/17 1:38 P. M



from year-to-year. He did not believe any cuts could be
made to the service at the present tine.

Vice-Chair Gara understood how hard it was to wite an
anmendnent. He understood Representative WIson worked hard.
However, in |looking for efficiencies it was not possible to
just read a book and not speak to anyone. It would be nore
conpelling to him to learn she had spoken wth the
depart nent.

Representative Cuttenberg agreed it was not easy to wite
budget amendnents, especially decrenents. However, he
enphasi zed the inportance of knowng the inpact of the
anendnent when neking a reduction. He discussed that the
amendnent pert ai ned to first responders and
t el ecomuni cati on systens. He questioned the inpact of the
proposed cut.

Representative Pruitt nentioned Representative Genn's
cooment related to fluctuations [based on services]. He
asked whether another year would work if the current vyear
did not. He thought the anendnent sponsor was neking a
point that there were [budget] actuals conpared to what had
been appropriated. He wondered if there was reason to
believe the $3 mllion was needed. He wondered if costs
were all below that nunber. He thought perhaps there was
anot her nunber to use besides the $548,900 (e.g. $300, 000
or the average of a couple of nunbers). He believed nerely
witing off the idea because the nunmbers fluctuated did not
take into consideration the fact that the |egislature was
funding sonmething higher than a previous year. He
el aborated that the nobst recent year with actual nunbers
avai | abl e showed there had not necessarily been a need for
the entire appropriation. He reasoned that the committee
could have had the conversation earlier, but it had not
occurr ed.

3:55:49 PM

Representative WIson provided wap up on the anendnent.
She stated that she found it interesting the |egislature
was not supposed to look at the increnment from year-to-
year. She countered that building a budget required | ooking
from year-to-year. She enphasized that the budget books had
been put out for a reason and included the departnents’
m ssi on, acconplishnments, challenges, and conponents. She
remarked that she had tried asking questions on each
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conmponent back in Decenber [2016] and was still waiting for
answers. She agreed that "in a real world" talking to the
departnment would not hurt. She stressed that she was not
going to look at budgets back to 2010. She asked what the
state had not been doing in FY 16 that was critical in FY
18 at a total increase of $548,900. She addressed
fluctuation and wondered what had nmade it grow by $500, 000
in a year. She wondered what had changed that resulted in
such a substantial growth. She believed the increase should
mean sonething |ike a teleconmunications tower had
col | apsed or new people would need to be hired because a
new grant was received that required significant work. She
spoke about budgeting. She had not seen anything show ng
the office had not been able to neet its mssion. She
underscored that the biggest difference between FY 16 and
FY 18 was $548,900. She was not sure the departnent had
even addressed the increase. She had seen that the nunbers
were inflated until the real nunbers cane in; it sonetines
made departnents |look like they were spending nore noney
than they really were. She reiterated the inportance of the
budget books.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR: W/ son, Pruitt, Thonpson, Tilton

OPPCSED: Gara, Grenn, Cuttenberg, Kawasaki, Otiz, Foster,
Seat on

The MOTI ON to adopt Anendnment H DOA 18 FAILED (4/7).

4:00: 04 PM

Representative Tilton MOVED to ADOPT Amendnment H DOA 19
(copy on file):

Publ i ¢ Commruni cati ons Services

Publ i c Broadcasting - T.V.

H DOA 19 - Decrease to TV public broadcasting
O fered by Representative Tilton

10 percent reduction

(Page 4, line 12 - 30- GH1855A)

Representative Otiz and Co-Chair Foster OBJECTED

House Fi nance Conmmittee 38 03/07/17 1:38 P. M



Representative Tilton expl ained the anmendnent. She believed
that public comunications services (radio and television)
were always in legislators' sights when it cane to the
budget. She reasoned that it was not because |egislators
did not support the programm ng. She posed the question as
to whether public broadcasting television constituted a
constitutionally mandated core service and whether it
should be paid for by the state. She referred to
substantial public testinony from across the state, sonme of
which was in favor of the services. However, she believed
there had not been testinony about what portion of the
stations' budget was funded by the state conpared to
private donation. She concluded it was difficult to make
budget decisions wthout having the information. The
amendnent woul d not conpletely elimnate funding for public
broadcasting in order to give the stations tine to adjust
to the reduction.

Representative Grenn spoke in opposition to the anendnent.
He indicated that since FY 15 public broadcasting
television had undergone a 23.3 percent cut in general
funds. He detailed the budget subconmittee had heard from
several stations across the state, all of which were
opposed to further cuts. The stations had provided
i nformation about their state funds during public testinony
that ranged from 10 to 20 percent. He believed comittee
menbers had been inpressed by the |ow nunber. He also
t hought public broadcasting had done a great job rallying
private support to nmake up for cuts to state funding that
had occurred in the past several years. He detailed that
public broadcasting provided vital information to the
entire state - it was the only source of service in many
areas. He believed elimnating such a strong vehicle for
comuni cati on was not a prudent course of action.

Representative Tilton questioned what the state was
supposed to provide as a government. She spoke to the
state's deficit and the need to fill public safety
necessities, troopers, education, and other services. She
expounded that the anmendment would give public broadcasting
time to increase private funding and find other ways to
support the services.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.
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IN FAVOR. Pruitt, Thonpson, Tilton, WI son

OPPCSED: Gara, Grenn, Cuttenberg, Kawasaki, Otiz, Foster,
Seat on

The MOTI ON to adopt Anendment H DOA 19 FAILED (4/7).

4:04: 47 PM

Representative WIson MOVED to ADOPT Anendnment H DOA 20
(copy on file):

Satellite Infrastructure
H DOA 20 - G ants Reduction
O fered by Representative WIson

Thi s anmendment nakes a reduction of $100,000 from the
FY 18 budget request in the Gants line. FY 17
Aut hori zed was $92.2 and by reducing FY 18 grants it
nmore closely aligns with FY 17 Authorized and | eaving
$60.0 in this allocation.

Co- Chair Foster OBJECTED.

Representative WIson read the anendnent description [see
above].

Representative G enn spoke against the anmendnent. He
indicated that the anendnent tied to the previous
amendnent. He discussed that the departnent had been
working hard to bring the <cost down for satellite
infrastructure. He detailed that the infrastructure was
critical to the delivery of audio and video news, public
affairs, | egi sl ative and state gover nnment cont ent
education, community energency alert services, and rural
Al askan communities. The historic funding for satellite
infrastructure had been around $160, 000 including the FY 16
actuals - it was also the proposed anobunt in the FY 18
budget .

Representati ve Gut t enberg hi ghl i ght ed t hat critica

energency nmanagenent needs went over various satellite
systens. He spoke of +the critical enmergency nmanagenent
needs wusing various satellite systens. He referred to
numer ous telecommuni cations issues, the increased use of
satellite and broadband, and other. He wondered what the
$100, 000 reduction represented in a policy call aside from
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a budget reduction. He questioned how nuch tinme the
reduction would nean the satellites would be down and what
would be put at risk. He did not support neking cuts
wi t hout understanding the inpact. He stressed that the
state relied on the infrastructure. He was concerned about
trying to make a val ue judgenent w thout understanding the
i npacts a reduction would have.

Representative W/Ison thought the value judgment should be
about whether the state should be providing the services.
She suggested there may be other entities that could
partner to provide the service. She stated the nost
successful prograns involved private/public partnerships;
however, she stressed those partnerships would not be
encouraged if the state continued to fund everything at 100
percent. She stressed that the discussion was about budget.
She questioned whether other funding options had been
explored and why governnment had taken the service over in
the first place. She reasoned that it was sonetines
difficult to make the distinction between budget and
policy, which frequently intertw ned. She  suggested
spreading out the pain in small amounts throughout the
budget in order to avoid devastating inmpacts on various
entities.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson
OPPCSED: Grenn, Guttenberg, Otiz, Gara, Seaton, Foster

Represent ati ve Kawasaki was absent fromthe vote.
The MOTI ON to adopt Anendnment H DOA 20 FAI LED (4/6).

Representative WIson WTHDREW Anendnents H DOA 22 and H
DCOA 23 (copy on file).

Representative WIson MOVED to ADOPT Anendnment H DOA 24
(copy on file):

Al aska Public O fices Conm ssion

H DOA 24 - Delete funding for positions deleted by the
Department with no fundi ng reduction.

O fered by Representative WIson
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The Departnent deleted two positions in the FY 18
budget request wthout taking funding reductions in
the Personal Services line item for the positions
deleted. The FY 2017 budgeted cost for these two
positions was $128,700. This amendnent deletes the
fundi ng that was budgeted for these positions.

Co-Chair Foster OBJECTED for discussion.

Representative WIson read the anmendnent description [see
above] .

Representative Grenn spoke in opposition to the anendnent.
He explained that the Al aska Public Ofices Conm ssion
(APOC) had left the positions vacant in an attenpt to find
other funding sources. Since 2015 APOC had seen a 42
percent reduction in its budget and had del eted six vacant
positions, nmaking it nore difficult for the agency to
fulfill its mssion. The agency's mission was to encourage
the public's confidence in its elected and appointed
officials. He believed deleting an additional $128,000 in
UGF from personal services would nmean the elimnation of
anot her position. He underscored the critical service APOC
provi ded as the public's watchdog.

Representative Thonpson stated that the anendnent went
"back to the process, and we're in the process at the
present tine." He noted sone positions had been deleted,
which he was glad to see. He continued that over the past
several years the subcommittees had |ooked at PCNs, which
had not been allowed during the process in the current
year. He elaborated that in the past the Departnent of
Transportation and Public Facilities subcommttee had
| ooked back five years to identify five or six positions
that had not been filled in five years. He detailed the
agency had been using the noney allocated to the positions
wherever it wanted (e.g. for overtime pay and other). He
furthered that subcommttees had not been allowed to
guestion the departnent or go after those type of things.
He felt like the [subcommttee] system was flawed and that
the comm ttee had not done its job.

4:13: 00 PM

Co-Chair Seaton rem nded nenbers that departnents were
required to maintain a certain vacancy factor; therefore if
UG was cut, it neant a cut would occur to a filled
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position. He noted the vacancy factors varied between
departnments - the vacancies were needed to enable
departnments to hire people when they got the funding. The
vacancy factors were critical to the way fundi ng worked for
personal line itens.

Representative Thonpson stated that positions that were
intentionally left enpty for three to five years would not
be filled, but the state had been funding them He did not
disagree with the remarks made by Co-Chair Seaton in
relation to positions that had not been funded the
preceding year, but should be filled. He continued that
anmendnents did not propose to elimnate positions that had
been vacant for only one year. He concluded that their
anendnents only proposed to elinmnate vacant positions that
wer e being taken advantage of by departnents.

Vice-Chair Gara enphasized that it had taken severa
m nutes of speaking to the departnent to receive the needed
informati on about the specific positions. The funding for
the positions had been deleted in FY 17 with an unall ocated
cut. He enphasized that the amendnent would result in a
double cut to the departrment (like four other previously
proposed anmendnents). He stressed it was necessary to speak
to the departnent versus nerely reading the budget book. He
stressed that the cut would del ete additional positions.

4:14:58 PM

Representative Wl son remarked that the ability to have the
di scussions in subcommittee would also be helpful. She
agreed that sone of the positions had been del eted because
departnments had to fulfill a vacancy factor - the

information was included in the budget books. She believed
a person should be able to look at the budget books to get
all of the information. She acknowl edged that if she had
only | ooked at the basic nunbers without drilling down into
the detail it would be her fault; however, she had revi ewed
the details. She furthered that the details addressed
whet her positions had been transferred and whether the
nmoney had been transferred with them She added that
sonetinmes positions were transferred without the noney. The
details also showed whether positions were funded wth
i nteragency receipts. She explained the details in the
books should specify whether cuts had been unallocated in
2017.
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Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson

OPPCSED: Cuttenberg, Kawasaki, Otiz, Gara, Genn, Foster,
Seat on

The MOTI ON to adopt Anendment H DOA 24 FAILED (4/7).

4:18: 27 PM

Representative Tilton MOVED to ADOPT Anendnment H DOA 26
(copy on file):

Mot or Vehi cl es

H DOA 26 - CQutsource of services through business
partners

O fered by Representatives: Tilton, WIson

It is the intent of the legislature that the Division
of Mot or Vehicles outsource admnistrative and
licensing services to private sector business partners
to the extent practicable. The Division has reported
that during FY16 and FY17 private sector business
partners have processed 15 percent of the total
transactions and collected 17 percent of the revenue
for the division. As a result DW 1is |ooking at
expanding both the nunber of business partners
t hroughout the state and the nunber of services those
busi ness partners can provide.

Vice-Chair Gara OBJECTED for discussion.

Representative Tilton expl ained the anmendnent that included
intent |anguage. She had heard from the departnent that it
was |ooking at noving services out to its business
partners, which she wanted to ensure the departnent would
continue to pursue. She read from the anmendnent description
[see above]. She believed it was a good return on
i nvest nment .

Representative Grenn appl auded the intent of the anendnent;
however, he was uncertain of its necessity and would not
support it. He detailed that since July 2016 the D vision
of Mdtor Vehicles (DW) had entered into six contracts
consisting of four private businesses and two financial
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institutions. Additionally in the comng nonth the division
woul d be conducting a pilot programw th one of its current
private business partners that would enable DW to process
and issue driver's licenses and state identification cards.
Once the 90-day pilot period was over the division would
verify its processes were running snoothly. The intent was
to open the opportunity to all businesses «currently
perform ng DW servi ces.

Representative Thonpson supported the anmendnent. He noted
that the amendnment did not require the division to do
anything and did not specify that a certain anount of noney
woul d be saved. He furthered that it nerely encouraged DW
to continue to outsource services [to private sector
busi ness partners]. He explained that customers paid for
the additional $10 fee on top of the license plate fee. He
opi ned that the outsourcing was a good thing. The anendnent
nerely encouraged the departnment to keep up the work.

Representative Pruitt spoke in favor of the anmendnent. He
stated that just because DW was outsourcing services
currently did not nmean it would not decide to stop in the
future. He believed it was good for the legislature to
encourage DW to continue the practice. He told of a recent
experience he had at DW where he had waited over two
hours. He detailed that the enpl oyee who had hel ped hi m had
di scussed chal |l enges and had specified that no one |istened
to the enployees. He believed it represented the difference
between working in the confines of a bureaucratic system
He supported individuals driving the market and the success
of the particular organizations. He believed a shift would
occur where nore people were heading in that direction. He
noted that if the shift successfully occurred it neant the
nunber of state enployees and facilities would need to be
reduced. He believed there should be other providers in the
private sector. He added that the market would drive the
success of the private sector business partners - people
would not patron the businesses if the service was not
superior to service provided by DW. He believed people
currently wanted an option that exceeded their experience
at DW. He appreciated the departnent was working on the
i ssue, but he wanted it to continue.

4:23:36 PM

Representative W]Ison supported the amendnent. She wanted
to make sure the departnent was not nerely |ooking at
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cities that currently had the service. She wanted to ensure
outlying areas such as Delta, Bethel, Nenana, or Nonme had
the service as well. She shared that she had also spent a
significant anmount of time in line at DW. She renarked
that people were willing to pay extra to avoid waiting in
DW l|ines. She stated that the service could be outsourced
for |l ess noney. She believed the departnment had done a good
job working on the issue, but she wanted to ensure it
expanded to communities beyond the road system  She
remarked on the DW business hours that did not expand
beyond the standard workweek. She wanted to encourage the
private sector to provide availability during off work
hours.

Representative Quttenberg stated that every dealership
could sell tags. He noted there were quite a few places in
Fai rbanks that operated as a business - it was not cheaper,
just very convenient. He continued that it was possible to
get online to see how crowmded DW was at any given tine. He
remar ked that DW was a noney naker for the state, with | ow
cost. He would not oppose the anendnment, but he would Iike
to see a report or concept of the discussion about "what
they're doing, where they' ve been, how successful they
are." He added that a person could purchase a hunting
Iicense at nunerous places. He reasoned that DW had been
working to outsource services and he believed it would be
beneficial to have the division provide the |egislature
wWth a status report. He was interested to |earn why sone
busi nesses could not or would not provide the service. He
reiterated that there were nunmerous places providing the
service, which was not cheaper (there was a surcharge), but
was nore conveni ent.

4:27: 00 PM

Representative Tilton provided wap up. She expressed high
hopes to find some common ground on sonething during the
current neeting. She highlighted that the division had
already started outsourcing services. She wanted to
continue to encourage a public/private sector relationship
where everyone was working together to help conbat the
current deficit. The practice allowed DW to "l ook and work
on the things that they have to" and all owed another option
for the public. She communicated that the private business
partnerships collected 17 percent of the revenue for DW.
whi ch was a good return
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Vice-Chair Gara stated that he would probably support the
anendnent if it was witten differently. He thought the
directive to outsource should be softer. He MAI NTAI NED his
OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR Otiz, Pruitt, Thonpson, Tilton, WIson, Genn,
GQuttenberg, Seaton, Foster

OPPCSED: Kawasaki, Gara

The MOTI ON PASSED (9/2). There being NO further OBJECTI ON
H DOA 26 was ADOPTED.

4:29:54 PM

Representative WIlson MOVED to ADOPT Anendnent H CED 7:

Executive Adm nistration

Comm ssioner's Ofice

H CED 7 - Del ete Special Assistant
O fered by Representative WIson

Thi s anmendnent nakes a reduction of $150,000 from the
Personal Services line of the FY 18 budget request and
deletes one of two  Speci al Assi st ant to the
Comm ssioner positions and the associated personal
service. Any duties perforned by this position that
must be continued can be redistributed to remaining
staff in the Commi ssioner's office or in the D vision
of Admi nistrative Services.

Co-Chair Foster and Vice-Chair Gara OBJECTED

Representative WIson read the anmendnent description [see
above]. She relayed that the $35,300 cane from general
funds and $114, 700 frominteragency receipts.

Representative Quttenberg was opposed to the anendnent. He
stated the conmi ssioner's office had already been reduced
by eight positions since 2015 including a deputy
comm ssioner and three staff. Additionally, the reductions
had cut all of the adm nistrative support in the Anchorage
office and renoved a conmuni cations posi tion. He
communi cated that the comm ssioner sat on 30 boards and
comm ssions including the departnent's 6 <core and 6
corporate agencies. He elaborated that admnistrative
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servi ces had been designated as backup, but it did not have
the capacity to perform in that role due to cuts of 26
percent since 2015. He detailed that the division had |ost
13 positions - nore than half of admnistrative services
positions were information technology staff who create and
mai ntain conmputer prograns for the departnent to function

The division managed the departnment including finances,

procurenment, human resources, and other functions. He
continued that the cut would fall on a departnent and
comm ssioner that was already overburdened and would
negatively inpact the basic core function of t he

depart ment.

Representative Pruitt supported the anendnent. He stated
that "part of the reasons why we argue that we can't cut is
part of the reason why | don't think the departnent should
exist." He believed that at present there was no need for a
separate departnment. He continued they could come up with a
reason to keep the positions because there was too nuch to
do at the departnent. He expounded that due to the
subst anti al nunber of boar ds and commi Ssi ons t he
conmi ssi oner  sat on, it was necessary to delegate
responsibility out to other people. He opined that there
were too nmany boards and conmm ssions, too nmuch governnent,
and too much busy work. He believed the anmendnent took an
appropriate look and was part of a l|larger discussion about

whether or not it was necessary to reanalyze what
government |ooked like. He thought there should be an
analysis done to determne whether all of the existing
boar ds and conm ssi ons wer e needed. He suggest ed

considering whether sone of the boards and comm ssions
could be conbined to increase effectiveness and efficiency.
He spoke to the argunent that the positions were needed
because the workload was too significant for a reduced
nunber of people; however, he did not believe it was the
way to increase the effectiveness and efficiency of
government. He appreciated the anendnent. He shared that he
had defended the position the previous year when he had
chaired the Departnent of Commerce, Community and Econom c
Devel opnent budget subconmittee. However, he chided the
departnment for failing to work to becone nore efficient in
t hat area over the past year.

4:35:41 PM

Representative WIson provided wap up. She stated "shane
on us if we're mking sonmebody go to 30 boards and
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commi ssion neetings." She believed the bigger question was
about the $114,700 in interagency receipts that was not
being used by the comm ssioner. She detailed that soneone
el se was using the position and the department was funding
it with other sources besides the comm ssioner's office.
She reasoned if the funding had been used to offset the 30
boards and conm ssions, it would have appeared as general
funds or other funds, but not interagency receipts. She
concluded that the specific special assistant was not
spending tinme on boards and conm ssions. She believed the
position was doing work that should be done by other
departments. She continued that interagency receipts were
the nost difficult funding source to follow (with the
exception of those used by the Departnent of Transportation
and Public Facilities for facilities). The anendnent did
not address the responsibility of the comm ssioner to be on
30 boards and conmm ssions, but she hoped the |egislature
felt there were better uses of the comm ssioner's tinme. She
expl ained that the majority of the funding addressed by the
amendnent was primarily interagency receipts, which she
believed neant the position was doing sonething another
departnment coul d do.

Co- Chair Foster MAI NTAINED his OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson

OPPCSED: Otiz, Gara, Genn, Quttenberg, Kawasaki, Foster
Seat on

The MOTION to adopt Anendnment H CED 7 FAILED (4/7).

4:38:11 PM

Representative WIson MOVED to ADOPT Amendnent H CED 9
(copy on file):

Communi ty and Regi onal Affairs

HCED 9 - Streaniining

Regional Affairs with reduction in personnel and other
line itens

O fered by Representative WIson

This anmendnent deletes 22 positions and nakes a

reducti on of $2,400,000 from the Personal Service |line
of the FY 18 budget request for the followi ng itens:
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Anchorage- deletes 2 of 3 Gants Adm nistrators, 10 of
14 Local Governnent Specialists, and 1 of 3 Research
Anal yst s

Fai rbanks-deletes 2 of 4 Gants Admnistrators and 2
of 4 Local Governnent Specialists

Juneau-deletes 2 of 3 Local Governnent Specialists, 2
of 3 Gant Adm nistrators and 1 of 2 Research Anal ysts

A reduction of $100,000 is made to the Travel Iine
item to the In-State Enployee Travel category. A
reduction of $130,000 is nmade to the Services |ine

item for Education Services and reduction of $200, 000
is made to Grants |ine.

Co-Chair Foster OBJECTED for discussion.

Representative WI son expl ai ned t he amendnent . She
di scussed that the departnent did a nultitude of things,
many of which had been started when the state had been
flush with noney and had been able to provide nore and nore
assistance to conmunities that were understaffed. She noted
t hat ot her communities had to fulfill those sane
obligations on their own. The anendnment was an attenpt to
begin streamlining the Division of Community and Regi onal
Affairs. She read from the anendnent description [see
above]. She believed it was necessary for the state to get
smarter with its existing resources. She believed the
funding was going to communities that nmay have alternative
private funding sources. She underscored that providing the
funds was not constitutionally mandat ed.

Representative CQuttenberg read briefly from Article 10,
Section 14 of the Al aska Constitution:

An agency shall be established by law in the executive
branch of the state governnent to advise and assist
| ocal governnents. It shall review their activities,
collect and publish |ocal governnment information, and
perform other duties prescribed by |aw

Representative Quttenberg spoke in opposition to the
anendnent. He explained that the next section of the
constitution related to the Boundary Conm ssion, which was
al so under the Division of Community and Regional Affairs.
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He stressed that assisting |ocal governnments was mandated
in the state constitution. He continued that nany of the
staff (i.e. | ocal gr ant adm ni strators, gover nnent
specialists, and research analysts) helped conmunities to
make decisions and assisted themwth technical things that
rural Alaska did not have the capacity to do. The grants
adm nistrators assisted wth |local Boundary Comm ssion
i ssues, "which we all both love and hate at the same tine."
He referred the anmendnent's proposed $2.8 mllion cut and
remarked that many of the positions traveled to rural
Al aska and sl ept on gymasium floors and provided necessary
services that saved the state a significant anount of
noney. He noted that the amendnent did not contain
i nformati on showi ng what services would be reduced and did
not address any constitutional requirenments the state had.
He referred to the travel cost and reasoned that the
state's geographical makeup nmade it necessary for enpl oyees
to travel to rural areas.

4:42: 42 PM

Representative WIson countered that the state was and
woul d continue to assist comunities. She explained that
the question was what |evel the state could afford to
assist and at what point should comunities be required to
mai ntain the service on their own. She continued that many
small  comunities did not require the assistance. She
addressed the nunmerous grant personnel due to a plethora of
capital grants. She el aborated that when the state had been
flush with noney it had given a large anbunt to comunities
and positions had been needed to follow the grant funds

She explained that the grant funding had been reduced
annual ly. She believed it was unnecessary to mmintain the
same nunber of grant admnistrator positions when the
nunber of grants had been dim nished. She continued that it
was not possible to travel as nuch when funding had been
reduced. She reasoned it was necessary to use other nethods

of comunication such as Skype and cell phones. She
acknow edged that the total travel <cost could not be
elimnated - there were existing issues wth broadband
capability. She was not proposing elimnating al

assistance, but she did not believe it was possible to
continue providing services at the sane |evel. She added
that a policy call to consider was whether to discontinue
certain state services once a comunity reached a
particul ar size.
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Co- Chair Foster MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

IN FAVOR: Pruitt, Thonpson, Tilton, WIson

OPPCSED: Gara, Genn, CGuttenberg, Kawasaki, Otiz, Seaton
Fost er

The MOTION to adopt Anendnment H CED 9 FAI LED (4/7).

4:45: 22 PM

Representative Tilton MOVED to ADOPT Anendnment H CED 10
(copy on file):

Serve Al aska
H CED 10 - Elimnate Serve Al aska
O fered by Representatives: Tilton, WIson

There are two personnel at a cost of $244,162 to

adm nister a $1.9 nmllion federal grant.

This amendnent zeros all spending from all fund
sources and functionally elimnates the entire
program

(Page 5, line 16 - 30- GH1855A)
Co-Chair Foster OBJECTED for discussion.

Representative Tilton explained that the anendnent would
elimnate the Serve Alaska program and associated federal
funding. She referenced the programis mssion to foster
support and pronote the ethics of service and vol unteerism
by inviting all Alaskans to contribute their tinme. She
believed it was sonething Al askans already did wthout a
program She detailed that the program had $237,700 in
personnel costs to the state (excluding any retirenent and
benefit costs). She elaborated that the federal governnent
was also in a deficit position in providing $1.9 mllion to
help generate volunteerism She believed the people of
Al aska already had volunteerism in their hearts. She did
not believe a program requiring state funds was necessary.
She reasoned there were other places and progranms that
admnistered simlar things including disaster services,
econoni ¢ opportunities, econoni ¢ and educat i onal
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opportunities. She believed there were several existing
prograns that could absorb the services.

Representative Quttenberg spoke against the anendnent. He
referred to the sponsor's statenent about other places to
receive the services. He countered that to a |arge extent,
the Serve Al aska program was it. He continued that in nmany
ways instead of having enployees admnister the service,
vol unteer prograns had been created and efforts had been
made to train youth to do good things for society. He
di scussed the proposal to cut $1.8 mllion after $195, 000
in general funds. The state was in a partnership with the
Corporation for National Conmunity Service. He continued
that the state was serving Alaska wth Rural Cap, which
adm nistered resilient youth prograns; it was also working
with Alaska Native youth prograns to prevent substance
abuse and suicide. Additionally, the program worked wth
Ameri Corps to create a youth taskforce working to engage
kids in high schools and peer-to-peer outreach. He also
listed the Sitka AneriCorps program Anchorage Parks
Foundati on, and the Sal vation Arnmy.

Representative GQGuttenberg stated that over the years the
| egi slature had asked people to do nore with less and
eventually nore with nothing. He stressed that all the
state had to do was create an infrastructure, ask them to
bring in volunteers, and train kids with work ethic. He
underscored it was the |lowest |evel of volunteerismto get
people to actually make a difference in their conmunity and
to encourage young people to start off in a career of
understanding volunteerism He hoped it would nean youth
woul d continue to volunteer in places |like the Salvation
Arny, church, comunity, and other for the rest of their
lives. It was not possible to nerely tell a person to go
vol unteer. The program acconplished a significant anount
with low dollars. He believed an infrastructure for
volunteerism was needed. He explained that even Kkids
cleaning up garbage in the spring had a supervisor
volunteer. He enphasized that the program acconplished a
significant anmount at a very | ow cost.

4:50:21 PM

Vice-Chair Gara was opposed to the amendnent. He addressed
comments made during the amendnent discussion pertaining to
the Departnent of Commer ce, Community and Econom c
Devel opnent. He referred to an earlier statenment that it
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was necessary to start cutting the departnent's agencies.
He stressed the agency had been cut 65 percent in the past
several years. The departnent was supposed to nmeke rura
comunities nore vibrant, help with the econony, and help
reduce the cost of energy across the state. He enphasized
that the proposed anmendnent would end Aneri Corps, which was
a bipartisan nationwi de program He did not understand why
soneone woul d want to cut $200,000 and elimnate $2 mllion
in federal matching funds. He believed in Amreri Corps, which
he referred to as an urban Peace Corps. He opined that
elimnating the programin Al aska woul d be a grave m st ake.

Representative WIson believed AnmeriCorps was already in
Fai rbanks and went through the borough. She thought
nonprofits could pick it up and apply for the federal
funds, which she believed sone were already doing. She
wondered why the state had provided funding for the
program  She questioned whether Anchorage or another
nonprofit had been asked to organize the program She
underscored that the state was not responsible for always
providing funding. She believed at a certain point the
program no |onger needed assistance from the state. She
supported Aneri Corps volunteers, but did not believe the
state should pay for it. She hoped the subcommttee chair
woul d ook into whether the federal funding could be used
by a non-governnental entity.

4:53:36 PM

Representative Tilton provided wap up. She had no probl em
with AnmeriCorps or any other volunteer program and
encouraged the prograns. She shared that she had bel onged
to the Lion's Club and had worked with young teens picking
up trash - she did not think it was necessary to go to an
organi zed program to learn how to volunteer. She stated
there were nunmerous opportunities in schools, churches, and
| ocal Lions and El ks clubs. She stressed that the amendnent
was not directed at any particular program She did not
believe it was the state's responsibility to fund the
program She reasoned it was necessary to consider whether
a program was a core service or constitutionally nmandated
or whether it was nerely a nice service.

Co- Chair Foster MAI NTAI NED hi s OBJECTI ON

Aroll call vote was taken on the noti on.
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IN FAVOR: Tilton, WIlson, Genn, Pruitt
OPPCSED: Gara, CGuttenberg, Kawasaki, Otiz, Foster, Seaton

Represent ati ve Thonpson was absent fromthe vote.
The MOTI ON to adopt Anendnment H CED 10 FAI LED (4/6).

4:55:42 PM
AT EASE

5:00: 20 PM
RECONVENED

Representative WIlson MOVED to ADOPT Anmendnent H CED 13
(copy on file):

Econom ¢ Devel opnment

H CED 13 - Delete the allocation and all funding as it
does not contribute to the m ssion of the Departnent

O fered by Representative WI son

This anmendnent deletes all positions and funding for
this allocation from the FY 18 budget request. The
mssion of the Departnment is to pronote economc
devel opment opportunities, however, this allocation
does not contribute to the Departrment's nission

| nst ead, the division focuses on research and
technical assistance that are not critical to the
life, health or safety of Al askans.

Co- Chair Foster OBJECTED.

Representative WIson read from the anendnent description
[ see above]. She el aborated that the anmendnent woul d renove
$769,400 from personal services, $91,200 from travel
$720,100 from services, $20,300 from comodities, and
$2,900 from capital outlay. The anmendment would renove five
permanent full-tine positions for a total of $1,603,900
($173,300 in federal receipts, $783,500 in general funds,
$72,600 in interagency receipts, $109,600 in capita
i mpr ovenent program receipts, $128,400 in statutory
designation, and $336,500 for vehicle rental tax (genera
funds)).

5:02: 39 PM
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Representative Quttenberg addressed the anmendnment, which
pertained to the economc developnent mssion of the
Department of Commerce, Community and Econom c Devel opnent.
He read from a portion of the anendnment description: "the
di vision focuses on research and technical assistance that
are not critical to the |I|ife, health or safety of
Al askans.” He stressed that the departnment focused on
econom ¢ devel opnent. He cited exanples including Made in
Al aska, Al aska Products Preference, Mnerals Conmm ssion,
tourism oversight for the state, visitor research, the
Al aska Regi onal Devel opnent Organi zati ons designations, and
the Conprehensive Economic  Devel opnent Strat egy. He
referenced the fiscal deficit facing the state and reasoned
t hat econom ¢  devel opnent would be instrunental in
addressing the problem He countered conplaints about staff
doing research. He stressed that opportunities had to be
identified to capitalize on Al aska's resources. He reasoned
that without research it would not be possible to detern ne
correct deci sions. Addi tionally, the decision rmaking
process was expensive. He referred to the nunmerous funding
sources included in the anmendnent. He opposed the
amendnent .

Representative Pruitt remarked that the subject was a tough
one. He detailed that everyone wanted to see economc
devel opnent; however, it was necessary to consider a
departnment or division's success in putting forward that
m ssion. He discussed that when the Departnment of Energy
had been formed the goal had been to nove away from
utilization of oil from outside of donestic sources. He
expounded that at the tinme 70 percent of the country's oi
canme from donestic sources, whereas at present it was 30
percent. Yet the state continued to spend a | arge anount of
nmoney on the departnent. He did not know whether the
departnment's efforts had been successful - he believed it
was necessary to determne whether success in bringing
about economc diversification had occurred. He remnarked
that the state continued to fund the department, but the
m ssion as it had been established "has not been there." He
was not trying to claimthat no good work had been done by
the departnent. However, he believed the departnment was
"stuck in the sanme ways."

Representative Pruitt recalled a conversation several years
back with a fornmer House Finance Conmttee nenber. He
shared that the conversation had been about a small conpany
with several enployees. He elaborated that the state had
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spent $100,000 trying to help the small conmpany operate its
busi ness. He renenbered asking why. He stated that
unfortunately that type of situation occurred in the
D vision of Econom ¢  Devel oprent. He continued that
sonetinmes it becane less about how to create a |arger
diversification versus work to help on a snaller scale. He
believed the legislature should potentially [|ook at
elimnating the division's funding. He spoke to chall enges
the state had created throughout various Ilevels of
government. He relayed that the vehicle rental tax had
originally been intended to go towards marketing for
tourism however, $336,000 was budgeted to go towards
econonmi ¢ devel opnent. He remarked that sonetinmes |arger
cuts to the budget needed to be nade because it was not
possible to cut small increnents in the budget due to the
conplexity of the bureaucratic system He supported the
amendnent .

Representative Tilton added that she wanted to encourage
econom ¢ devel opnent, but she believed one of the best ways
to foster econom c devel opnment was to streamine permtting
and regulations, which she did not believe the departnent
di d.

5:09: 36 PM

Co-Chair Seaton opposed the anmendnent. He was surprised
that his colleagues would say that the legislature did not
need to worry about econom c devel opnent. He detail ed that
the division housed the ARDORs program [Al aska Regional
Devel opment Organi zations], which focused on many different
sections of the state. He continued that w thout the ARDORs
program there would not be regional econom c devel opnent.
The division also included the Mnerals Comm ssion, which
was wor king on pronoting different mneral |ocations across
Al aska. He pointed to the successful Made in Al aska program
that had diversified |ocal econom es and had enabled them
to produce for an Alaska product preference program He
remarked that they could develop everything out of state
and could abandon | ooking for different opportunities, but
he did not believe it was sonething that should be done. He
continued that econom c devel opnent was one of the things
the state had always tried to focus on because it did not
happen if directed efforts were not made by the state. He
believed the state needed to help where possible. He
concluded it was not possible to throw a substantial anount
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of noney into things, but the amunt provided to the
di vi si on was not | arge.

Representative W/Ison provided wap up. She disagreed with
the coment that if the state did not do sonething,
econom ¢ developnment did not happen. She believed the
M nerals Comm ssion, the ARDORs program and research were
all positive; however, she questioned why the things needed
to be governnent services. She stressed there was a
research institution that the |egislature heard about from
the University of Alaska. She asked what research the
department was doing that could not be done by the research
institution. She believed the Made in Al aska program could
be conmbined with tourism She was uncertain why the vehicle
rental tax was being utilized by the division. She
enphasi zed it was not about whether the program was good or
bad, but about whether governnment needed to fund the
services. She believed many people from the private sector
woul d disagree wth the statenent that if governnent did
not provide the work it would not get done. She opined that
when governnment took on the work it was because the private
sector knew sonmething would be expensive and would
ultimately not worKk.

Representative WIson discussed that nunicipalities across
the state had their own econom c devel opnent staff. She
continued that putting services in silos ended up costing
nore nmoney and did not result in increased success. She
t hought the Mnerals Commission could be housed under the
Depar t ment of Nat ur al Resour ces. She bel i eved
nongover nnental organi zations could be eligible for federal
grants if the state chose not to utilize them She opined
that nore could be done at the local level with increased
partici pation. She enphasized that she did not believe the
people providing the services were bad in any way - the
| arger question was whether the state should be doing the
work in the first place. She stressed that when the state
had been snmall it had been necessary for governnent to take
on the work because there had not been any real structure.
She underscored that tinmes had changed and the state was
growi ng. She concluded the state should be able to stand on
its owmn two feet. She was in favor of seeing which prograns
would be supported by Alaskans and comunities. She
bel i eved positive services offered by the state would be
picked up by the private sector or the University. She
underscored it was not necessary to have a departnent
focusi ng on the services.
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Co-Chair Foster MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the noti on.
IN FAVOR: Tilton, WIlson, Pruitt, Thonpson

OPPCSED: Gara, Grenn, GQGuttenberg, Kawasaki, Otiz,
Fost er

The MOTI ON to adopt Anendment H CED 13 FAILED (4/7).

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

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

Seat on,

further

further

Co- Chair Seaton announced the schedule for the follow ng

nor ni ng.

#
ADJ OURNVENT

5:16: 04 PM

The neeting was adjourned at 5:15 p. m

House Fi nance Conmmittee 59 03/07/17 1:38 P. M



