8:33: 54 AM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COWM TTEE
March 10, 2017
8:33 a. m

Seaton called the House Finance Conmttee neeting

to order at 8:33 a.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

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

Loui se Stutes; Representative Gary Knopp

SUWARY

HB 57 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
CSHB 57(FIN) was REPORTED out of commttee with a
"do pass" reconmendati on.

HB 59 APPROP: MENTAL HEALTH BUDGET

CSHB 59( FIN) was REPORTED out
"do pass" recommendati on.

of commttee with a

Co- Chair Seaton addressed the agenda for the neeting.
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#hb57
#hb59
HOUSE BI LL NO. 57

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

certain progr ans; capitali zing f unds; amendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl emental appropriations and reappropriations, and
maki ng appropriations wunder art. 1X  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 neking appropriations for the operating and
| oan program expenses of state governnment and for

certain pr ogr ans; capitalizing funds; anendi ng
appropri ations; repeal i ng appropri ations; maki ng
suppl 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."

8:34: 37 AM

Co-Chair Foster MOVED to ADOPT the proposed conmttee
substitute for HB 57 (FIN), Wrk Draft  30-GHL855\ N
(wal | ace, 3/9/17).

Representati ve Wl son OBJECTED.

Representative W/l son spoke to her objection. She had known
that all of the anendnents she put forward would not be
adopted. She shared that she had offered a nunber of the
amendnents because she believed the commttee needed to
have sone discussions. She elaborated that the conmttee
needed to discuss governnment's role and how nuch they
should be funding each area. She stated it was not nerely
about the progranms, but about how nmany things the state had
started paying for that had initially been paid for wth
federal funds or because Al aska was a small state and had
not had sone of the organizations able to neet sone of the
needs. She underscored that it was no | onger the situation.
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She continued that the state had wurban areas, great
nonprofits, and ways of raising funds that had not been
present in the past. She relayed that the current version
of the budget was larger than it had been a few days
earlier. She thought the state would never have a
sust ai nabl e budget with additional spending. She stated the
| egislature was presently talking about an incone tax,

notor fuel tax, and other to fill the budget gap. She
stressed that the Permanent Fund had been taken from
Al askans the previous year and the current bill proposed

taking it again. She stated the bill would take $4 billion
from the Permanent Fund earnings reserve. She reasoned it
was not only about the $4 billion, but about the earnings
the fund would no |onger receive because of taking nore
t han necessary fromthe reserve.

Representative WIson believed the budget showed that the
| egislature would prefer to drain the highest earning
savings account instead of wusing an account that earned
little to no interest. She surmsed that at sonme point
there would only be one other way to get the noney - from
t he people - when savings could have been earning the noney
instead. She would prefer to utilize the earnings off of
its savings versus taxing hardworking Al askans. She
reasoned that Al askans were contributing to nonprofits and
schools. She reiterated she had offered nunerous amendnents
because there was nuch discussion the commttee needed to
have. She spoke about the new anmendment process and noted
menbers had been told nuch of the discussion would occur in
the commttee process instead of 1in subcommttees. She
enphasi zed that the discussion had not occurred. She
referenced a previous discussion about whether a forester
position in Haines was needed. She believed the real
question was what had happened to the tinber receipts and
ti mber econony in Haines, Ketchikan, and other areas that
previously had sawmlls. She spoke to econom c devel opnent
in the tinber, mning, oil, and other industries. She
stressed it was the way to fill the fiscal gap, not by
taxing or creating a larger deficit. She was not supportive
of the budget.

8:39: 03 AM

Vice-Chair Gara thought the nunbers were very difficult to
understand for people not sitting on the finance conmmttee.
He believed one of the nedia outlets had been having
trouble with the issue. He clarified that the current bil
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continued to cut the budget. He relayed that the budget was
down alnmost $3.5 billion since 2013. He conpared the
current budget to the governor's vetoed budget from the
previous year (noting that the governor had vetoed a
significant amount) and relayed agency spending of genera
funds was down by $61 mllion. He thought one of the nedia
reports had mstakenly reported it as an increase. He
reasoned that statewde spending could not really be
controlled in terns of retirenent, and school bond debt was
down $81 mllion in general funds. He did not think the
| egislature could play the gane of conparing unrestricted
general funds (UG) and designated general funds (DGF)
because the fund sources had been used interchangeably in
the past couple years. He continued that the preceding
year, to reduce the appearance of the use of general funds,
designated general funds from the Hi gher Education Fund
were used to fund the retirenent debt. He reiterated that
overall state general funds were down $61 mllion in agency
spending and $81 million in statew de itens.

Co- Chair Seaton corrected that the statew de total was down
$20 mllion. The total reduction between agency and
stat ewi de operations was $81 mllion.

Vice-Chair Gara appreciated the correction as he had been
referencing the wong line in his docunent. He reiterated
that the total general fund spending was down $81 million

He concluded that anyone who wanted to argue it was a
budget increase was not using the nunbers. He believed the
i nportant question was how the budget was inpacting humans,
children, and seniors. He underscored that w thout a fiscal
pl an, classroom funding would remain flat. He had heard a
comment that education funding had increased, but he
countered that the increase related to debt service, pupi

transportation, and retirement paynents owed in the
Teachers' Retirenment System (TRS). He enphasized that the
noney going to classroons was down over $20 mnmillion
conpared to several years earlier. He continued that nany
|l egislators would like to get to a point where school
funding would be aligned with actual costs in order to
avoid teacher |l|ayoffs. He hoped to get there by the
foll ow ng year; however, a fiscal plan was needed. He noted
that Representative WIson wanted a smaller budget and
furthered that even if the commttee had adopted every one
of her proposed anendnents, the state's savings were
di sappearing. He believed the anendnments nerely rearranged
the budget conponents, but the attenpt ultimately was
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futile. He elaborated that within two years the state's
savi ngs woul d be depl et ed.

Vice-Chair Gara expounded that without a fiscal plan the
budget would require the use of the earnings reserve, which
woul d nean at sonme point there was no noney for a dividend.
He stressed that the proposed budget was part of a plan. He
supported finding rational cuts to the budget, which he
believed the current budget di d. He addressed the
Depar t ment of Health and Soci al Services that was
responsible for caring for seniors, abused children

di sabled individuals, and other. He stressed that the
agency had been cut by $30 million. He stated that at some
point inflation would need to be recognized. He added that
it had been factored in the budget process up to a few
years back. He wunderscored that at sone point it was
necessary to fund schools and the University. He remarked
that cuts to the University were hindering its ability to
bring in grant funding. He reasoned that it did not work to
provi de inadequate education to a child in fourth grade,
while planning to get them the education they deserved
|ater on. He enphasized that it was not possible to fix
what had been lost in fourth grade. He spoke to attenpts
made by others to cut pre-K He stated the public had asked
the legislature to spend noney on prograns that worked, but
not on prograns that did not work. He relayed that the
evi dence was that pre-K worked. He stated that if a child
was lost by third grade, significant noney would be spent
to get |ess achievenent and success. He detailed that if a
child was caught up, they succeeded.

Vice-Chair Gara continued to discuss cuts that had been
proposed to things |ike suicide prevention, donmestic
vi ol ence shelters, honeless shelters for youths, and food
banks. He stressed that at sone point the cuts would rip
apart the fabric of society. He continued that the cuts
would rip apart the contract between the well off and those
who lived with difficulty. He stated that the proposed
budget kept the contract together even wth budget cuts.
The proposed budget strategically made cuts and did not
nmerely cut for the sake of cutting. He believed cutting
donestic violence shelters and education qualified as cuts
for the sake of cutting. He stressed the |legislature
represented the people - human bei ngs who deserve the right
to opportunity and dignity. He specified that the budget
did what it could with the noney avail able. He reasoned it
was al so necessary to consider what the budget would do to
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the econony. He stated that the Institute of Social and
Econom ¢ Research (ISER) had indicated that cutting another
$1 billion from the budget neant 15,000 public and private
sector jobs would be lost. He noted that 9,000 jobs had
already been lost in the past year. He believed the cuts
woul d extend the current recession for three to ten years.
He reiterated his concerns about cuts. He remarked that
parents would decide they did not want to raise their
children in schools with dramatically reduced budgets. He
believed the legislature needed to get serious about the
issue. He stated the arbitrary cuts that would harm people
had been debated by the conmttee for days. He added that
sonme of the proposed cuts in amendnents had been cuts to
positions that had al ready been cut and would therefore be
a double cut, which had been communicated by the
Legislative Finance D vision and agencies. He concluded
that the current budget was rational and mnimzed the
harm He stated it was not the legislature's job to
maxi m ze the harm

Co-Chair Seaton reviewed the handouts in nenber packets
(copies on file). He advised nenbers to notice that sone
handouts pertained to UG and others to GFonly. He
recogni zed Representative Louise Stutes in the audience.

8:51:17 AM

Representative Pruitt asked whether the conmttee was
speaking to the objection to the adoption of the CS or if
it was the final discussion.

Co-Chair Seaton answered it was the final discussion.

Representati ve Pruitt comment ed t hat it had been
fascinating "sitting over on this side of +the budget
di scussion this year." He acknow edged co-chairs for the
respect f ul ness t hey had shown during t he budget
subconmi ttee process. Addi tionally he credited t he

departnments. He explained that in the majority of cases in
the current budget, the reductions had been brought forward
by the agencies as opposed to the |egislature. He provided
the Departnment of Transportation and Public Facilities
(DOT) as an exanple and noted the |egislature had actually
increased the DOl budget above the agency's request. He
wanted to nake sure to give agencies the credit where
credit was due.
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Representative Pruitt spoke to his concerns about the
current budget. He discussed that there had been work done
by the agencies and the House Finance Commttee. He added
that overall the conmittee had increased the governor's
proposed budget. He did not believe the current budget was
aligned with the public's desires. He pointed to the
decision to use a substantial portion of the Permanent Fund
earnings reserve account to fund the budget and set aside
for other things. He recalled knocking on doors in his
district and relayed there were people who would like to
see governnent cut to the exact amount of revenue conming in
and who did not support any use of the Permanent Fund.
However, there were numerous people who fell in the mddle
- people who understood that the reserve account nay need
to be accessed, but who were distrusting of the way noney
was currently being spent on governnent. He believed that
with substantial revenue reductions, many individuals were
asking for something they could point to. He did not know
that a 1 percent reduction to agency operations was
significant enough. He recognized there was also a debt
servi ce conponent as wel | .

Representati ve Pruitt conti nued t hat under fund
capitalization, the conmttee had reduced what it had to
pay on tax credits, which did not nean the tax credits were
not still owed. Additionally, it nmeant state could find
itself in a position where the conpanies were going to be
taken over by the people who invested noney. He el aborated
that New York agencies could potentially own the conpanies
and substantial amounts of the state's debt. He noted he
had nentioned credit ratings and had been told that the
state was not going to borrow any noney. He countered that
nost of the tinme the state did not believe it was going to
borrow noney, but then sonething canme along like a |arge
gasline that the state did not have the credit for. He
believed the legislature needed to be cognizant of the
state's credit if the conversation was going to continue.

Representati ve Pruitt was very concerned that t he
| egi sl ature was nmaking policy in the budget by not having a
di scussion and settlement on how to provide the sustainable
revenue approach. He continued that instead, the policy had
been inserted into the budget ad hoc. He believed the
strategy differed from the request of the business
community that was asking for a stable approach. He wanted
to settle the issue in a commttee discussion and align the
budget in conference commttee.
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Representative Pruitt had been very surprised there was not
a single thing the Republican Mnority could offer that the
House Majority could support. He stated the Mjority had
proven to the public that the two sides did not get along.
He remarked that the Mnority had been told no repeatedly
wi t hout conversation. He commended Representative WIson
for doing the work that she did. He believed she had done
what she had been instructed to do - to look at surgica
cuts. He added that she had not offered anendnents in
subconm ttee because nenbers had been told they were not
allowed to. He continued that nenbers had been told the
only thing that would be discussed was prograns, but no
prograns had been cut during the subcommttee process, and
prograns offered in the full commttee had been turned
dowmn. He stated they [the Mnority] had offered surgical
cuts to the full finance commttee and not a single one
could be entertained. He stressed that at sone point in
time the House Majority would need the Mnority because the
budget could not wultimately pass without their help. He
asked why none of the anmendnments had even been consi dered.
He remarked there had been $30 increnents proposed that
would merely go back to 2016. He had wanted to have a
strategi c conversation, but that had not occurred.

Representative Pruitt appreciated proving the public right
- that there was no bipartisanship in the legislature. He
noted he had voted in support of several Majority
amendnent s. He reiterated that there had been no
conversation or debate about the anendnents proposed by the
Mnority. He was frustrated and believed he was speaking
for numerous people in the public. He stated the public
wanted the legislature to cut the budget and to work
together. He agreed that the public did not want the budget
to harm people. He stressed that the public wanted the
| egislature to accept the reality that the Al aska of
tomorrow would differ from the Alaska of the past. He
underscored that if the legislature could not adjust to
that reality it would saddle the next generation with a
debt it could not pay. He restated his objection to the
current version of the budget and noted that a conversation
had not occurred.

9:02: 04 AM

Representative GQGuttenberg referred to the spreadsheets
provided to the commttee (copy on file). He thanked the
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previous chairs of the commttee for their work and
remar ked there had been significant budget reductions over
the past several years. He acknow edged Representative
Thonmpson as a former co-chair of the conmttee. He
di scussed that he had been on both sides - in the Mnority
and currently in the Mjority - and the work was never
easy. He recognized that even when the state had noney
there were aspects of the budget process that were
difficult. He reiterated that cuts to the budget over the
years had been significant. The current financial picture
was a result of how the econonmy had been structured over
the years. He remnded the comittee that all of the
anendnents over the years were not a snapshot in tine, but
a result of sonething that had been put in place for a
reason - perhaps in tines of financial surplus. He spoke to
t he goal of i ncreasi ng efficiencies and maki ng
i nprovenents. He underscored that the commttee had done
significant work on the budget over the years. He recalled
working as a staffer in the building when oil prices had
been around $12 [per barrel] - the situation had not been
easy. He spoke to the inportance of recognizing the
historic process that went back nuch farther than 2015. He
spoke to necessary considerations about what the state was
required to do, what it should be doing, and other.

Representative GQuttenberg continued that some of the
di scussion had been that it was very expensive to provide
things in rural Al aska and that people should nove into the
urban areas. He reasoned soneone in Seattle, Wshington
could say the same thing about the expense of living
anywhere in Al aska. He detailed that at the end of the day
the state had vast resources, distances, and different
climates, which were all major considerations. He spoke to
the inportance of renenbering those things when going
t hrough the budget process. He enphasized it was necessary
to use all of the tools available. He acknow edged that the
current budget was difficult and he did not believe anyone
was happy with all of its aspects, but the conmttee had
kept sonme control. He noted that nerely keeping up wth
inflation was about $250 million per year, which the budget
was far below. He thanked everyone for the historic work
done over tinme to get to the current point. He underscored
the inportance of renmenbering how the state got to the
current point, why things had been done in the past, and
what had been the right thing to do. He wanted to pass
al ong the | essons of the past into the future.
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9:06:41 AM

Representative Genn thanked the individuals who had put
the bill together and all of the hands that contributed to
the process. He thanked the other conmttee nenbers for
their work. He discussed |earning about the budget process
and how contri butions from nenbers provided a nore in depth
ook at wvarious items. He spoke about Ilearning how
everything tied together, priorities, who the state took
care of and kept safe. He thought the current budget took
care of all Alaskans and slowy began to steer the state
towards a bright future. Additionally, he believed the
budget showed that the legislature could deal with crises
in a smart, caring, and hardworking way. He opined that
Al askans would be thankful they would be taken care of and
woul d be part of sonething great for the state's future. He
bel i eved he could go back to his community and say that the
| egi slature was working for the betternent of everyone in
the state. He reiterated his thanks to commttee nenbers
and shared that he was proud to vote in support of the
budget .

Co- Chair Seaton recogni zed Representative Gary Knopp in the
audi ence.

9:09:46 AM

Representative Tilton t hanked sone of the finance
subconmttee chairs for the way they had presented all of
the information. Although, she noted that nenbers had been
told what they were not allowed to bring forward in
subconm ttee, which was the reason the Mnority had brought
amendnents forward to the full commttee. She added that
the reporting of the vote count had been accurate, which
she appreciated. She also thanked the agencies for their
work. She detailed that the agencies had tried to bring
their receipt authority closer to their actuals in order
for people to understand what was really happening when
| ooki ng at budget nunbers. She al so thanked the Legislative
Finance Division analysts for working |long hours to answer
guestions from the l|egislature as much as possible. She
understood there was a desire to mnimze the reduction of
the state enployee headcount, but she reasoned that for
many in the private sector, keeping their jobs was a new
bonus. She stated that individuals in the private sector
were happy to have a job. She relayed that a friend working
in the oil field and he had taken a 40 percent pay cut in
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t he past year. She underscored that he was happy to have a
job and was not asking for a nerit increase.

Representative Tilton stated that her proposal to elimnate
the Serve Alaska program was not because she disliked
volunteerism She nmentioned her volunteer work in her
community as a nother. She believed that the private sector
and nonprofits could take care of the responsibility. She
stated the government was taking noney away from the
entities. She believed that forgoing $1.9 mllion in
federal grant noney was not conpelling because the private
sector and nonprofits could get the noney and she believed
they could probably do a better job distributing it. She
spoke to the inportance of considering whether governnent
should be providing a service instead of asking how
government could provide the service better or nore
efficiently. She discussed that at the start of the
anendnent process the commttee nenbers had been inforned
there was significant question about the validity of the FY
16 actual nunbers. She and her colleagues had done
significant work |ooking back in the budget and had used
the FY 16 nunbers. She asked who would have thought the
nunbers were not the nunbers. She stressed that the public
did not have access to analysts and departnments to verify
whet her the nunbers were real. She questioned whether the
FY 15 actuals were real. She relayed that dozens of the
M nority amendrments had been based on the concept.

Representative Tilton wondered why the nunbers were
sacrosanct if they could not depend on the actuals. She
believed it nmay be necessary to |look at how the |egislature
did its budgeting. She continued that the anount of
spending reduced since FY 15 was not a particularly
conpel ling argunent because there was still a $3 billion
fiscal gap. He constituents were |ooking at noney being
taken fromtheir pockets. She did not want to reduce "boots
on the ground” for seni ors or i ndi vi dual s with
disabilities; however, she wanted core governnent services
to be run nore efficiently. She reasoned that in her own
busi ness she made reductions when she did not have the
noney to spend. She had done nore with I ess many tines. She
added that she had lived through the 1980s and had done
more with less in her business. She stated that agency
operations had been reduced by $400 mllion since FY 13 or
$600 million in FY 15.

Representative Tilton referred to discussion about the
realities of inflation. She had added a percentage for
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inflation in her proposed reductions. The conmttee had
also heard that $61 million in agency spending and $20
mllion in statewide spending had been reduced. She
stressed that the commttee had not had the discussion
about the change of UG, DG, or the notor fuel tax. She

t hanked nenbers who supported her i nt ent | anguage
anendnents that had passed. She believed the intent
| anguage she had offered was a "no-brainer." She detailed

t hat people had been killed on the streets in Mat-Su due to
a paused project. She did not think there should be any
argunents over rectifying the situation. She enphasized
that the policy related to the earnings reserve that had
been put in the budget should have been discussed. She
stressed it was a bigger discussion. She opposed the
budget .

Co-Chair Seaton wanted to nmake sure that everyone
understood that he had requested the nulti-year agency
summaries in order for people to sort out the idea of UGF
and DGF as if they were not all noney. It was possible to
look at the all general funds and know it included the
noney the state had and all of the noney the state spent
instead of having sone of it hidden away as DGF. He was
pl eased that the spreadsheets were avail able. He explained
that the totals would show a restoration of $6.5 million in
pupi |l transportation funds for the Departnent of Education
and Early Devel opnent and $1.2 nmillion for pre-K
representing the philosophies and priorities of the [House]
Majority. He pointed out that funds for wage freezes had
been backed out (because the bill had not passed).
Additionally, DG- from fuel had been renoved, which had
been put in the Departnment of Public Safety and had been
nmoved to the Departnent of Transportation and Public
Facilities budget. He detailed that the goal was to ensure
DGF noney was appropriated from the right place to the
right place. The use of DG- from the H gher Education Fund
had al so been taken out and noved to UG-. He el aborated
that the change namde the budget |ook higher, but it was
not; it was the sanme anount of noney, but comng from the
appropriate location. He hoped that as the process noved
forward |egislators would |ook at the budgets and all of
the funds to see how they were well managed and well
desi gnat ed usage. He inforned nenbers that the Legislative
Fi nance Division was preparing several other reports that
would be posted online after the current neeting. He
extended thanks to the division for all of its assistance
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and advice on crafting the budget. He thanked Legislative
Legal Services and his staff for their hard work.
Representative Foster MOVED to report CSHB 57(FIN) out of
Commttee wth individual reconmmendations [Note: it was
subsequently clarified that the following roll cal |
pertained to the adoption of the CS and not noving the bill
fromcomittee].

Representative Wl son OBJECTED.

Aroll call vote was taken on the notion.

IN FAVOR. Grenn, Guttenberg, Kawasaki, Otiz, Gara, Seaton,
Fost er

OPPCSED: Pruitt, Thompson, Tilton, WIson

The MOTI ON PASSED ( 7/ 4).

Representative Pruitt noted that the roll cal | had
pertained to the adoption of the CS.

Representative Foster MOVED to report CSHB 57(FIN) out of
Comm ttee with individual recommendati ons.

Representative Wl son OBJECTED.
Aroll call vote was taken on the noti on.

I N FAVOR: Guttenberg, Kawasaki, Otiz, Gara, Genn, Foster,
Seat on
OPPCOSED: Pruitt, Thonmpson, Tilton, WIson

The MOTI ON PASSED (7/4). There being NO further OBJECTI ON,
CSHB 57(FIN) was REPORTED out of commttee with a "do pass”
recommendat i on.

9:24:55 AM

Co- Chai r Foster MOVED to ADOPT proposed conmittee
substitute for HB 59, Wrk Draft 30-GH1856\0 (Wall ace,
3/8/17). There being NO OBJECTION, it was so ordered.

Representative Foster MOVED to report CSHB 59(FIN) out of
Comm ttee with individual recommendati ons.
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Representative WIson OBJECTED. She clarified for the
record that CSHB 59(FIN) was the nental health budget. She
W THDREW her OBJECTI ON

There being NO further OBJECTION, CSHB 59(FIN) was REPORTED
out of commttee with a "do pass" reconmendati on.

9:25:54 AM

Co-Chair Seaton spoke to the schedule for the follow ng
week.

#
ADJ QURNVENT

9: 26: 27 AM

The neeting was adjourned at 9:26 a.m
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