1:19: 36 PM

CALL TO ORDER

Co-Chair

Fost er

HOUSE FI NANCE COW TTEE
May 13, 2017
1:19 p. m

called the House Finance Commttee neeting

to order at 1:19 p.m

VEMBERS PRESENT

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

VEMBERS ABSENT

Representati ve

ALSO PRESENT

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

David Guttenberg
Scott Kawasaki

Dan Otiz

Lance Pruitt

Cathy Tilton

Tamm e W1 son

St eve Thonpson

Paul Labolle, Staff, Representative Neal Foster; Elstun
Lauesen, Self, Anchorage; Karla Hart, Self, Juneau; John
Sonin, Self, Juneau; Representatives Harriet Drumond,
Representati ve Loui se Stutes.

PRESENT VI A TELECONFERENCE

Fred  Sturman, Sel f, Kenai ; Wl f gang Faul ke, Sel f,
Fai r banks; Colleen Doshkin, Adm nistrator, Association of
Al aska Housing Authorities, Anchorage; Chris Kol erok,
Pr esi dent and CEQ, Bering Straits Regional Housi ng
Aut hority, Nome; Scott MacManus, Superintendent, Al aska
Gateway School District, Tok; CGeorge Pierce, Self, Kasilof;
Janes Kowal sky, Self, Fairbanks; Abul Hassan, Director,
Public Transportation, Gty of Anchorage, Anchorage; Scott
Anaya, Self, Anchorage; Pat Lavin, Defenders of WIldlife
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Anchorage; Rob Picou, Superintendent, Lower Yukon School
District, Mount ai n Vi | | age, Mount ai n Vil | age; Mar k
Springer, Tuluksak Native Conmmunity, Bethel; Susan Hansen
Sel f, Fairbanks; Joe Banta, Self, Anchorage; Pam Goode,
Sel f, Deltana.

SUMVARY

CSSB 23(FIN) am
APPROP: CAPI TAL BUDGET

CSSB 23(FIN) am was HEARD and HELD in comittee
for further consideration.

#sb23

CS FOR SENATE BILL NO. 23(FIN) am
“"An Act nmking appropriations, including capita
appropri ations, suppl enent al appropri ations,

reappropriations, and other appropriations; anending
appropriations; making appropriations to capitalize
funds; and providing for an effective date.”

1: 20: 37 PM

PAUL LABOLLE, STAFF, REPRESENTATIVE NEAL FOSTER, addressed
t he changes from the governor's proposed capital budget and
the Senate version of the legislation. He read from an
expl anati on of changes:

Section 1, Pages 2-9: Agency capital appropriations
proposed by the Governor and anended by the Senate
Fi nance Committee

Changes:

Page 2, l'ines 24-25  Adds | anguage that t he
appropriation to the Al aska Energy Authority- Bulk
Fuel Program is conditional upon receiving matching
federal funds.

Appropriation are nade from the Cruise ship Vesse
Passenger Tax as foll ows:

Page 2 lines 26 -30

The Alaska Railroad Corporation for: Seward Cruise
Ship Dock Termnal Planning and Design $300, 000,
Sewar d Dock Safety Enhancenents $1, 200, 000
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Page 3 Lines 11-16

The Hoonah Dock Conpany

| nner Point Sophia Phase |, New Dock Mboring Buoys
$2, 000, 000

Quter Point Sophia Dock Safety I nprovenents $500, 000

Page 4 Lines 4-5
City of Ketchikan
Crui se Ship Berth 4 Dock Expansion $2, 000, 000

Avail able funding from the Cruise Ship Vessel
Passenger Tax Account totals $7.5 nillion. The above
projects total $6 mllion.

Representative WIson requested that M. Labolle slow down
hi s expl anati on.

M . Labol l e conplied. He continued reading from an
expl anati on of changes:

Page 3 lines 20-24. Reduces the appropriation to the
Inter- Island Ferry Authority by ($135,000)-There is a
Reappropriation in section 37  backfilling this
reduction. Total appropriation $250, 000

Page 3 Iline 25-27 Marine Exchange of Al aska
appropriation is reduced from $600,000 to $400,000 -
In line with FY17 funding | evel

Page 3 Line 30 - Page 4 Line 3 Anchorage Police
Department for Patrol of the Seward H ghway between
Anchorage and I ndi an. $200, 000. Adds intent |anguage
that the municipality and the departnent coordi nate on
patrol of the Seward hi ghway

Page 5 lines 4-5 $20 mllion appropriation from the
Alaska Capital Income Fund to the Ofice of the
Governor for state-w de agency deferred nmintenance -
carry's out the intent of SB 107

1: 24: 20 PM

M. Labolle continued to read from an explanation of
changes:
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Page 5 lines 6-8 Intent |anguage that the Ofice of
the Governor prioritize deferred nmaintenance needs and
distribute the funds to address the highest priority
i ssues

Page 6 lines 32-33 Al aska Permanent Fund Corporation
Headquarters Renovation $4, 050,000 APFC receipts

Page 7 lines 19-20 Al aska Housi ng Finance Corporation-
Suppl ement al Housi ng Devel opnent Program -reduced the
appropriation from $3 mllion to $2.25 mllion - this
was the FY17 funding | evel

Representative Quttenberg asked M. Labolle to restate the
I ine reference.

M. Labolle answered page 7, line 19. He continued to
di scuss the changes:

Page 7, l'ines 21-22: Al aska Housi ng Fi nance
Cor por ati on Teacher, Heal t h and Publ i c safety
Prof essional s Housing reduced the appropriation from
$1.750 million to $1 mllion - FY17 funding |evel

Page 7, lines 31-33: AMHS Vessel Overhaul the funding
source was switched from GCeneral Funds to Marine
H ghway Vessel Replacenent Funds and reduced by $1
mllion

Representative WIson asked M. Labolle to restate the
| ocation of the change. M. Labolle answered page 7, line
31.

Representative WIson asked for verification the reduction
had been $1 million.

M. Labolle replied that the increnent had been reduced by
$1 million and there was a fund source change. He continued
t o address changes:

Page 8, lines 4-5. Reduced State Equi pnent Fleet from
$15 mllion to $12.5 nmillion

Page 8, line 13: Reduced Federal Program Match from

$58 mllion to $12 MIlion, this is also reflected
sanme page |ine 10.
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Page 8, lines 15-17: Inserted |l anguage relating to the
re-appropriation found in the |anguage Section for
Federal -Aid H ghway State Match totaling $41.1 mllion
- providing total match of $55.2 mllion (a reduction
of $2.8 million from $58 mllion)

Page 9, linesll1l-12: Added $5 mllion from the Al aska
Capitol Income Fund to the University of Al aska for
Def erred Mai ntenance

Itens renoved from the Governor's requested budget in
Section 1:

The appropriation to the Life Al aska Donor Services
because this has already been included in the
Oper ati ng Budget, $80,000 receipts

Public and Conmunity Transportation State Match
$1, 000, 000

1: 27: 30 PM

Co- Chair Seaton asked for the page and line reference. M.
Laboll e answered the itens no |onger appeared in the bill -
they had been in the governor's version, but had been
removed by the Senate.

Co- Chair Seaton asked for a repeat of the information.

M. Labolle detailed that the $80,000 agency receipts
appropriation to the Life Al aska Donor Services had been
noved to the operating budget because it was a recurring
expendi ture.

Representative Quttenberg requested a copy of the itens no
| onger in the budget.

Co-Chair Foster replied that his office would provide the
i nformation.

M. Labolle elaborated that the second item no |onger
appearing in Section 1 (that had been in the governor's
request) was the public and conmunity transportation state
match of $1 million.
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Representative WIson asked if there were any other funds
in operating or capital budgets related to the matching
f unds.

M. Labolle answered for the match it was the only funding.
He added it was funding provided by the states to
communities to make their own federal nmatch

Sec. 2 Pages 10-12: The breakout of funding by agency
for the appropriations made in section 1

Sec. 3 Pages 13 & 14: The breakout of statew de
funding for the appropriations made in section 1

Sec. 4 page 15 & 16: Supplenmental capital projects and

grants.
M. Labol | e not ed t hat t he suppl erment al capita
appropriations had been a separate bill, but the Senate had

rolled the itens into the capital budget.

1: 29: 52 PM

M. Labolle continued to read from an explanation of
changes:

Items not included from the Governor's Supplenental
Capital request:

Reappropriation from the Fairbanks University Avenue
Proj ect:

Arctic Strategic Transportation and Resources Project
- $7,798, 000

Reappropriation fromthe Juneau Access Project:
Transportation Infrastructure Enhancenent in Geater
Lynn Canal $34, 140, 100

Representative CQuttenberg asked for verification the
increnent related to Fairbanks, University Avenue. M.
Laboll e answered in the affirmative.

Representative Wl son asked for a repeat of the last item

M . Labol | e answer ed "transportation infrastructure

enhancenent in Greater Lynn Canal." He detailed that in the
governor's request, Juneau Access Project funds had been
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reappropriated to the infrastructure enhancement in Lynn
Canal and ferry construction, which had been renoved by the
Senate. He continued to address changes in the bill:

Sec. 5 page 16: The breakout of funding by agency for
the appropriations nmade in section 4.

Sec. 6 page 17: The breakout of statew de funding for
the appropriations nmade in section 4

Sec. 7 pages 18-38: supplenental operating itens
proposed by the
Governor by Departnment, set out in Sec. 8.

Sec. 8 pages 39-44: The breakout of funding by agency
for the appropriations nmade in section 7

1:31:18 PM

Co- Chair Foster asked for page nunbers for Section 8.

M .

Labol |l e answered that Section 8 was |ocated on pages 39

t hrough 44; Section 9 was |ocated on pages 45 through 47.

Sections 10-19 are primarily Governor's request
suppl ement al | anguage sections as foll ows:

Sec. 10 (a) page 48, lines 1-6. Departnent  of
Adm nistration - labor contract negotiations and
arbitration support $792, 000- ext ends | apse date
t hrough FY18

Sec. 10 (b) Page 48 Lines 7- 11. Reappropriation of $3
mllion from the Departnent of Public Safety Acadeny
driver training facility, land acquisition and
construction for the Al aska Land Mbile Radi o System

Sec. 11 page 48, line 12-16. Departnent of Comerce,
Communi ty, and Econom c Devel opnent - Appropriation of
$630, 000 of Federal Receipts to the Division of
| nsurance for the health insurance enforcenent and
consuner protection grant for Fiscal years 17, 18, and
19.

1: 33: 03 PM

M .

Labol | e addressed Sections 12 through 15:
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Sec. 12 page 48, lines 17-21. Depar t nent of
Environnmental Conservation -Appropriation from the

general fund for $5,740,000 to fulfill the terms of
the Settlenent in State v. WIllians Al aska Petrol eum
Inc. — also referred to as the Flint HIlls refinery

settl enment

Sec. 13 (a) page 48, line 22-27. Departnent of Health
and Social Services - Medicaid |anguage necessary to
cover potential programshortfall for FY17
(b) Lines 28-30. Federal Receipt authority for the
Medi cai d program of $238, 500, 000 for FY17.

Sec. 14 page 48, line 31- page 49, line 5. Departnent
of Labor and Workforce Devel opnent - Reappropriation
to the Departnent in the anmount of $213,155 for
deferred mai ntenance, renewal, repair, and equi pnent

Sec. 15 page 49, lines 6-29. Departnent of Law (a)
Judgenents and settlenments broken out - total:
$228, 671 (Language for Planned Parenthood Judgnent was
removed) that language is “The necessary, after

application of the anmpunt appropriated in (a) of this
section, to pay judgnents awarded against the state on
or before June 30, 2017, is appropriated from the
general fund to the Departnent of Law, civil division,
deputy attorney general’s office, for the purpose of
payi ng judgnents against the state for the fiscal year
ending June 30, 2017” (c) Line 21: (c) extends |apse
provision to I ncl ude FY18 and FY19 for t he
reappropriation of $2,000,000 to the Departnment for
out si de counsel and experts and for the state's share
of interim renedial actions to protect the health,
safety, and welfare of the people in the North Pole
area for FY14-19 (sinply added fiscal year 19 to this
| anguage)

1: 35: 18 PM

M. Labolle noved to Section 16:

Sec. 16 page 49, line 30 - page 50 - line 3.
Department of Transportation and Public Facilities -
$5, 500, 000 appropriation from the General Fund for
fulfilling the terns of the signed consent agreenent
and final order with the United States Environnental
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Protection Agency regarding the decomm ssioning and
remediation of Cass V injection wells (this is
reduced from $8 mllion at $5.5 million is the ampunt
needed for FY17 and FY18)

Sec. 17 page 50, lines 4 — 31 — Page 51 Lines 1 - 17.
Debt and O her oligations - subsection (a) reduces
the amount for early redenption on debt related to
i nt ernati onal ai rport revenue bonds (about $21
mllion) Sec 17 (b) Page 50, line 26: reduces the
amount for debt service on Goose Creek Correctional
Center by $655,500 due to savings associated wth
refinanci ng

Sec. 17 (c) Page 51 Line 3: appropriates $745,000 for
t he costs associ at ed Wi th i Ssui ng previ ously
authorized GO Bonds. ($3 nillion for this purpose
| apsed at the end of FY16)

Sec. 17 (d) Page 51 Line 7 If federal receipts are not

sufficient to cover international airports, t he
deficient amount would be borrowed from the GCeneral
Fund

Sec. 17 (e) Page 51 line 13: Allows for the repaynent
in (d) if necessary (d) and are necessary as a result
of IRIS functionality

1:37:17 PM

M. Labolle noved to Sections 18 through 23:

Sec. 18 page 51, lines 18-22. Fund Capitalization -
(a) $3,000,000 is appropriated from the General Fund
to the Disaster Relief Fund

Sec 18 (b) Line 20: $288,000,000 is appropriated from
the Statutory Reserve Fund to the oil and gas tax
credit fund to pay outstanding tax credit liabilities-
this is new added by the Senate

Sec. 19 page 51, lines 23 - Page 52 Line 3: Fund
Transfer - Revises the date and anount to be
transferred to the oil and hazardous substance
prevention account in the oil and hazardous substance
prevention and response fund - Change is on page 52
lines 1 and 2 subsection (3)

Sec. 20 page 52, lines 4-12. Federal and O her Program
Recei pts — Standard Federal receipt authority |anguage
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for agency's to receive Federal and other receipt
authority from Legi sl ati ve Budget and Audit

Sec. 21 page 52, lines 13-17. Insurance Cains -
anounts to be received in settlenent of insurance
clains are appropriated to the general fund from the
(1) State insurance catastrophe reserve account or (2)
appropriate state agency to mtigate the |oss.

Sec. 22 page 52, lines 18-28. National Petroleum
Reserve - Alaska Inpact Gant appropriated to the
Depart ment of Conmer ce, Comuni ty, and Econom c

devel opment for capital project grants under the NPR-A
I npact gr ant program This year's grants total
$1,378,346 and will be distributed to the City of
Barrow, Cty of Wainwight, and the Cty of Anaktuvuk
Pass.

Sec. 23 Page 53, line 29 - Page 53, line 3: Al aska
Housi ng Finance Corporation [AHFC] - Anends the FY18
Operating Budget reducing the AHFC dividend that is
deposited into the General Fund by the capital and
operating operations that are nmade in FY18 using a
portion of the AHFC divi dend

M. Labolle elaborated that the change to Section 23
essentially allowed AHFC to retain a part of the dividend
it paid the state for internal capital projects rather than
sending the state the entire dividend and naking an
appropriation back to AHFC from the General Fund.

1: 40: 13 PM

M. Labol |l e advanced to Sections 24 through 28:

Sec. 24 page 53, lines 4-12. Departnent of Commerce,
Communi ty, and Econom c Devel opnent - Reappropriations
for: (a) Al aska Ener gy Aut hority El ectri cal

Emer genci es- not to exceed $330, 000.

Page 53, line 10-12. (b) reappropriates the unexpended
and unobligated bal ance of the renewabl e energy grant
fund estimated to be $3,200,000 to the Al aska Energy
Aut hority for Rur al Power Syst ens Upgr ades
(contingency |anguage in section (contingency |anguage
in section 41 50/50 match)
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Sec. 25 page 53, lines 13-24. Depart nent of

Corrections - Reappropri ati ons from the State
Libraries Archives and Mseum project to: (a)
Underground storage tank upgrades - not exceed

$1, 850, 000 and
Subsection (b) on Line 19: for Deferred naintenance,

renovation, repair, and equipnent - not to exceed
$740, 000

Sec. 26 page 53, line 25 - page 55, line 28:
Depart ment of Education and

Early Devel opnment - Reappropriation of past ngjor

mai nt enance projects to the Mijor Mintenance grant
fund - estimated to be $3, 503, 492

Sec. 27 page 55, line 29 - Page 56, lines 6.
Departnment of Fish and Gane -Reappropriation for
vessel s and aircraft mai nt enance, repair, and

upgr ades- not to exceed $500, 000.

Sec. 28 page 56, lines 7-26: Departnent of Health and
Social Services Reappropriations for (from various
sources, reference the bill) -

(a) Deferred nmmintenance, renovation, repair, and
equi pnent for Alaska Pioneers’ Homes - not to exceed
$773, 432

Line 17: (b) Deferred mai ntenance, renovation, repair,
and equi pnent for facilities of the departnment other
t han Al aska Pioneers' Hones - not to exceed $382, 143.

1:42: 59 PM

M. Laboll e addressed Sections 29 through 34:

Sec. 29 page 56, line 27- Page 57, line 5. Departnent
of Labor and W rkforce Devel opnent- Reappropriation
for deferred maintenance, renewal , repair, and
equi pment - not to exceed $550, 000

Sec. 30 page 57 lines 6 — 8. Appropriates from the AK
liquefied natural gas project fund to Departnment of
Law  $5, 000, 000 to hire addi ti onal prosecuti ng
attorneys. This is only for fiscal year 2018.

Sec. 31 page 57, line 9- 14, Department of Natural

Resources -Reappropriation for the national recreation
trails federal grant program- not to exceed $150, 000
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Sec. 32 page 57 lines 15 — 17. Departnment of Public
Safety appropriates from the AK liquefied natural gas
proj ect fund to Depart nent of Publ i c Saf ety
$10, 000,000 to hire additional state troopers. Thi s
is only for fiscal year 2018.

Sec. 33 Page 57, lines 18 — 23. Departnent of Revenue
- (a) appropriation from the General fund to the Tax
Division for reprogrammng the tax revenue nmanagenent
system and revenue online tax portal - HB 111 oil and
gas tax credit bill inplenentation $1,200,000 - this
is contingent on passage of HB 111 (Contingency
| anguage found in Sec. 41)

Line 21: (b) appropriation from the General fund to
the Tax division for Tax Division for reprogranm ng
the tax revenue managenent system and revenue online
tax portal - SB 25/HB 60 Mdtor Fuel Tax bill
i mpl ementation $50,000-this is contingent on passage
of SB 25/HB 60 (Contingency | anguage found in Sec. 41)

Sec. 34 page 57, line 24 — Page 77 line 9. Departnent
of Transportation and Publ i c Facilities -
Reappropriations (a) for the |zenbek Road project -
not to exceed $10, 000, 000

1:45: 34 PM

M. Labolle continued to address Section 34:

Subsections (b), (c), and (d) reappropriate to
Federal -ai d H ghway match

Line 30: (b) Federal-aid H ghway match - not to exceed
$7, 798, 000

Page 58 line 5. (c) Federal-aid H ghway match -
unexpended bal ance estinmated to be $2,179, 929

Page 58 Line 14: (d) Federal-aid highway match -
unexpended bal ance estimted to be $481, 530

Page 58 Line 19: (e) - the wunexpended estinated
bal ance of $281,393 from the Hydaburg snall boat
harbor is reappropriated to the Harbor facility grant
fund

Page 58 Line 24: (f) Federal-aid H ghway match -
estimated bal ance total:

$30, 593,679 - Reappropriations start on page 58 line
27 - page 70 line

3 (118 reappropriations)
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1:47: 02 PM

M. Labolle continued to subsection (g) of Section 34:

Sec. 34 (g) Page 70, line 4 - page 71, Iline 31:
Cl eani ng up Feder al Aut hori zati on - Consol i dat es
previ ously aut hori zed federal -aid hi ghway
appropriations into one new appropriation for

efficiencies in the mnagenent of the appropriations
in IRRS - estimated to be a total of $675, 600,000,
reappropriated to the Departnment of Transportation and
Public Facilities for previously authorized federal-
ai d highway surface transportation program projects

Representative WIlson asked if the cleanup itens pertained
to federal, state, or a conbination of federal and state
dol | ars.

M. Labolle answered that Section 34 dealt wth federal
dollars associated wth the federal hi ghway program
Subsection (h) on page 72 pertained to federal aid for the
avi ation and rural airports.

Representative WIlson clarified she was interested in page
70, subsection (g). She asked if it was a cleanup because
there was additional state funding [allocated to projects]
that may not have been used, federal funds the state may
still be able to use, or both.

M. Labolle replied that funding in subsection (g) was
federal only. He el aborated that there were several cleanup
itens in subsections, sone of which were state and others
were federal, which went to wvarious airport and road
progr amns.

Co-Chair Seaton asked if sone of the unexpended bal ance
i ncluded both state and federal funds.

M . Laboll e answered that there was GCeneral Fund
authorization in subsection (i), but funds were not
expected to be there - it was enpty authorization that

needed to be taken off the books. He added there was
| anguage included that specified if extra funding was
available it would be put in the federal highway match
program
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Co- Chair Foster recogni zed Representatives Harriet Drunmond
and Loui se Stutes in the audience.

1: 49: 51 PM

M. Laboll e addressed the final references to Section 34:

Page 76, line 25: (k) Intent |anguage for the cleanup
of past appropriations in the previous subsections

Page 76, line 29: $10,000,000 is appropriated fromthe
Al aska liquefied natural gas project fund to the
Department of Transportation for road maintenance and
pl owi ng. This appropriation is only for FY 2018

Representative WIson remarked that |anguage had been
i ncluded specifying that two previous appropriations were
for FY 18. She stated the appropriation [on page 76, I|ine

29] did not include the sanme |anguage specifying the
appropriation was for FY 18. She asked if the funding could
be used "nore like capital" that could be used for five
years.

M. Labolle answered that unless otherw se specified, any
appropriation in the capital budget was a one-tinme item

Representative WIson replied that she understood that
appropriations were one-tine only, but she thought that the
reci pient had five years to utilize the funds. She referred
to the itenms for DOL and DPS that were specifically for FY
18. She wondered if the appropriation for the item [on page
76, line 29] could be spread out over a five-year period.

M. Labolle answered that the item was a maintenance
project, not a capital project. He clarified that it was a
one-time appropriation for FY 18 that could be spent over a
period of five years.

Co-Chair Foster asked for clarification on the page and
line references. M. Labolle answered he was speaking to
page 76, |ine 29.

1:51: 45 PM

M. Laboll e addressed Sections 35 through 37:

Sec. 35 page 77, lines 1-5.: Fund Transfer - Transfer
of the large passenger vessel gam ng and ganbling tax
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account balance to the Alaska Capital Incone Fund
estimted to be $8, 100, 000

Line 4 Subsection (b) appropriates 25,000,000 from the
Alaska liquefied natural gas project fund to the
public school trust fund.

Sec. 36 page 77, lines 6- 9. Appropriates $37,500 for
Arctic Wnter Ganes Team Al aska for participation in
the 2018 Arctic Wnter Ganmes (contingent on sec 41)

Sec 37 Page 77 Lines 10- 15. House Districts 33 -36 -
Reappropriation to the Inter-Island Ferry Authority as
identified in Section 1 to provide them $250,000 in
total for service between Ketchikan and Prince of
Wal es Island (backfill nentioned in section 1)

1: 53: 05 PM

M.

Laboll e noved to Sections 38 and 39:

Sec. 38 page 77, lines 16 — Page 79, line 23. Ofice
of the Governor - Reappropriations to the Ofice of
the Governor subsections (a) and (b) for facilities,
and state governnent efficiency efforts, and to pursue
econom ¢ devel opnent opportunities for consideration
at the state and federal levels -estimated to be a
conbi ned total of $2,738, 000

Page 78, Iline 16: (c) to advance state governnent
efficiency efforts and to evaluate the current
structure and focus of AHFC, AEA, and AlIDEA updating
date to include FY19 - estimated to be $850, 000

Page 79, line 13: (d) for costs associated with state
gover nient ef ficiency and to pursue econom ¢
devel opnent opportunities for consideration at the
state and federal levels - estimated to be $950, 000

Representative WIlson did not know what the agencies were
using the noney for. She requested the backup information
to understand whether the funds would be spent on a new
program or other. She observed the funding was close to $4
mllion and she did not know what it would be spent on.

M.

Labol |l e answered that he would get the information from

the Senate for the commttee. He continued to read from an
expl anati on of changes:
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Sec. 39 Page 79, line 24 - Page 80 Ilines 7.
Reappropriation of Legislative Appropriations -To
Legi sl ative renovations, proj ect s, and technol ogy
i nprovenents - estimted to be $6, 465, 000

Sec. 40, starting on page 80, line 8. Lapse - (a)
capital projects, Insurance clains to state agencies
to mtigate |oss, and NPR-A grants |apse, (b)
capitalization of funds do not |apse and (c) capital
projects | apse unless a fiscal year is specified

1:56: 02 PM

M. Labol | e addressed Sections 41 through 43:

Sec. 41, Page 80, lines 15-26. Contingency Language-
(a) Rural power system upgrades state funding 1is
contingent on federal matching funds (section 24 page
53 line 10)

Line 18. (b) Appropriation of $1.2 million to the Tax
division for reprogranmm ng the tax revenue nmanagenent
systemis contingent on the passage of HB 111- oil and
gas tax credits

Line 21. (c) Appropriation of $50,000 to the Tax
division for reprogranm ng the tax revenue nanagenent
system is contingent on the passage SB 25/HB 60 -
notor fuel tax

Line 24. (d) Appropriation nmade in Sec. 36 1is
contingent on the raising of $450,000 by Arctic Wnter
Ganmes Team Al aska for team participation in the 2018
Arctic Wnter Ganes.

Sec. 42 page 80, lines 27-28. Effective Dates for
Agency appropriations, debt and other obligations,
fund capitalization, fund transfer, and the notor fuel
tax passage inpl enentation

Sec. 43 page 80 lines 29 — 30. Effective Dates for
Agency reappropriations, ot her reappropriations,
contingency | anguage for rural power system upgrades

Sec. 44 page 80, line 31- Page 81 line 1. Effective
Date except sections 42 and 43 take effect July 1,
2017.

1:58:13 PM

AT EASE
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1: 59: 37 PM
RECONVENED

M. Labolle nade a correction to his statenent related to
Section 44. He clarified that the effective date would be
July 1, 2017 except as provided in Sections 42 and 43.

APUBLI C TESTI MONY

2: 00: 07 PM

Co-Chair Foster provided detail on public testinony
pr ot ocol .

2: 00: 50 PM

FRED STURMAN, SELF, KENAI (via teleconference), spoke about
conpanies leaving the state for other locations due to
better treatnent. He surmsed there appeared to be a
substantial amount of [oil] drilling in the Lower 48. He
supported the legislature's action of taking $50 nillion
fromthe gas pipeline - he thought all of the funds should
be w thdrawn. However, he did not support reappropriation
of the funds - he thought the funds shoul d be saved because
t he noney woul d be needed in the future. He shared that the
Kenai Peni nsul a Borough was taking about $4 million to $6.5
mllion out of the econony. He remarked that the Gty of
Kenai seened to be short on noney as it had |ost $500, 000
in sales taxes. He thought sales taxes were nuch lower in
many cities than they had been the previous year. He
supported further cuts to the budget and was disappointed
that the legislature was still giving raises to government
enpl oyees. He did not support that the legislature and the
state had offered to pay nore than the governnent could
af f ord.

2:03:36 PM

ELSTUN LAUESEN, SELF, ANCHORAGE, addressed the portion of
the capital budget providing subsidies for oil conpanies in
the anpbunt of $288 million. He did not know when the state
had gotten into the business of guaranteeing the
profitability of private oil conpanies. He wanted it to
stop. He thought it was a corrupt practice on the Senate's
side. He stressed that it was not the state's job to
underwite the risks at the cost of the state's fundanental
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services or the diversification of its econony. He read a
smal|l portion of a blog witten by Brad Keithly related to
the $288 nillion subsidy. He surmised that the state was
choosing the investors over the interests of the fanmlies
of the state (whose Permanent Fund Dividends had been cut).
He stressed it was not the role of the | egislature.

2:07: 15 PM

KARLA HART, SELF, JUNEAU, spoke in opposition to the
proposed $288 nillion appropriation from the budget reserve
fund to the oil industry. She stressed the substantial
figure. She reasoned that sonme prograns required $10, 000,
$100, 000, or $1 mllion, which really nade a difference for

t hose prograns. She discussed that the $288 nillion could
be spent on things like capital or operating budget itens,
educati on, mat ching federal funds, and ot her. She

underscored that the noney was going to the richest
industry in the state. She believed the usage of the nobney
made no sense. She urged the commttee to renpbve the
anmount .

Vice-Chair Gara noted that there were tw sides of the
issue and he tended to be on Ms. Hart's side. He relayed
that the Senate operating budget included $75 mllion in
oil tax credit paynents; therefore, the total was about
$350 mllion.

Ms. Hart replied that it was worse than she had known.

Co-Chair Foster clarified that the conmttee was addressing
the Senate's version of the capital budget. The [$288
mllion] increment had been included by the Senate. The
commttee would be considering whether it would address the
itemin the com ng days.

2:09:41 PM

WOLFGANG FAULKE, SELF, FAIRBANKS (via teleconference),
spoke in favor of elimnating the Permanent Fund D vi dend.
He discussed that it had attracted nunerous people for the
extra noney and due to the one-year residency requirenent
for eligibility. He urged the conmttee cut and eventually
elimnate the dividend. He spoke to the need for attracting
residents who could help develop the state and do sonet hing
productive. He noted that the state had nuch to offer
including mning. He did not want Alaska to be a welfare
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state. He liked the dividend, but he believed there were
nore useful ways to spend the funds.

2:12: 03 PM

COLLEEN DOSHKI N, ADM NI STRATOR, ASSCCI ATION  OF  ALASKA
HOUSI NG  AUTHORI TI ES, ANCHORAGE (via teleconference),
testified in support of the Alaska Housing Finance
Corporation (AHFC) supplenental housing devel opment grant
program The organi zation requested to fund the program at
a mninmmlevel of $3 mllion. She shared that the program
provided up to 20 percent of the total developnment costs
for energy efficiency, wat er and sewer, el ectrical
distribution, and access roads for housing projects. She
expl ai ned that the program was a w se investnment of state
funds and when conbined with additional resources results
in a critical boost to local economes throughout the
state. The program had been an incredible value to Al aska's
af fordabl e housing by providing development gap funding.
She explained that in many cases the grant was a nake-or-
break funding source that enabled a project to nove
forward. She asked for the conmttee's support for the
funding for state sanitary devel opnent.

2:14: 34 PM

CHRI S KOLERCK, PRESIDENT AND CEO, BERING STRAITS REG ONAL
HOUSI NG AUTHORI TY, NOVE (via teleconference), thanked the
committee for its time. He requested the m ninum fundi ng of
$3 mllion for the Al aska Housing Finance Corporation
(AHFC) suppl enental housing devel opnent grant program He
detailed that regional housing authorities were primarily
funded by federal appropriations; however, the funds were
less than they had been in the past. He stressed that
inflation had cut the housing authority budget in half and
people were feeling the pain. He provided exanples of 19
individuals living in 3 bedroom homes. The AHFC hel ped to
fill an ever shrinking gap. He provided information about
materials the authority had purchased for projects in the
current year. He shared that 90 percent of the funds were
spent on Alaska workers or wth Al aska businesses. He
concluded that funding the program at a mininum of $3
mllion was a wi se investnent for the state's econony.

2:16: 51 PM
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SCOTT MACMANUS, SUPERI NTENDENT,  ALASKA GATEWAY SCHOOL
DISTRICT, TOK (via teleconference), thanked the House for
its support for education. He shared that the district was
not unaware that budget issues existed and that it needed
to do its part to address them He detailed that the
district had been planning for the contingency for a nunber
of years. He expounded that the district had inplenented
bi omass heating systens and power supplenment systens in a
couple of its schools. Additionally, the district had
i npl enented pay freezes, it was not filling sone positions,
and it would probably have to cut nusic and counseling
progranms in the present year. He disputed clains that
teachers in Alaska were paid nore than in other states. He
spoke to the inability to attract quality teachers due to
| ow pay, which was frustrating when trying to create a good
team for students. He had spoken at a recent University of
Al aska comencenent cerenony and shared that a Tok high
school student had received their associate's degree and
woul d be graduating from high school as well. He urged the
committee to hold the ine with the budget.

Vice-Chair Gara asked if the district was |osing nusic and
counseling positions based on a flat budget or with the
Senate' s proposal.

M. MacManus replied the positions would be |ost under the
Senate' s budget.

2:19:43 PM

GECRCE PI ERCE, SELF, KASILOF (via teleconference), did not
support the bill. He was in favor of renoving funding for
specific items. He was opposed to using noney from the
Per manent Fund. He did not support paying $288 nillion to
the oil and gas industry. He stated that the Senate was a
joke. He detailed there was $25 mllion for election, yet
the Senate was proposing to cut state school funding by
nearly 6 percent. He asked if it was called giving from one
hand and taking from another. He did not support a $700
million tax credit for the oil industry annually. He asked
the commttee to correct all of the giveaways. He stressed
that state funding for nonprofits had to stop. He did not
support corporations and LLCs being exenpt from taxes. He
stressed that nore cuts were needed. He asked why funding
had not been renoved fromthe Juneau Access road project.

2:23: 23 PM
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JAMES KOWALSKY, SELF, FAI RBANKS (via teleconference),
testified in opposition to a $10 mllion appropriation for
the |zenbek road. He stated that nore than $50 mllion had
al ready been spent on evacuation considerations for King
Cove. He continued that federal tax noney had been used. He
explained that tens of mllions already spent on a road
partially north. He spoke to other expenditures. The
proposed road would nmean that evacuations from King Cove
woul d take about two hours. He continued that $52,000 per
King Cove resident had al ready been spent. He el aborated on
costs that would be incurred by the state. He believed
nmedi cal evacuations on the road would be dangerous. He

t hought the seafood industry was still the primry
justification for the road. He provided further detail. He
referred to hundreds of teachers losing their jobs due to
the budget shortfall. He wunderscored there were nuch

greater needs for the noney than for use on the road.

2:27:50 PM

ABUL HASSAN, DI RECTOR, PUBLI C TRANSPORTATI ON, CTY OF
ANCHORAGE, ANCHORAGE (via teleconference), shared that the

bus ridership was 4 mllion. He referenced other prograns
that ran between Anchorage and Mt-Su. He provided detai
about his professional backgr ound. He spoke to an

allocation from the governor that he believed could be
added back into the legislation. He detailed that the
mat chi ng funds enabled Anchorage to get an additional $1
mllion from the federal gover nment . He  discussed
individuals who relied on public transportation to get to
school, work, the store, and other. He underscored that the
$1 mllion cut would inpact a large nunber of the
| egislature's own constituency. He inplored the commttee
to restore the funding for public transportation. He added
that public transportation was the only agency that had
reduced its own budget and was nmaking innovative changes
t hat were naki ng national headl i nes.

2:31:21 PM

JOHN SONIN, SELF, JUNEAU, spoke on behalf of human
civilization. He did not want the House to capitulate to
the Senate version of the incone tax. He did not want funds
to be robbed from transportation, education, and other
services. He stated that the |legislature would have to take
noney from vital services. He spoke about a recent
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education rally at the capitol building. He wanted the
| egislature to act on its constituents' behalf and not take
money from education. He supported new revenues. He was
concerned that the Senate may get the House to reconsider
its inconme tax proposal, which he believed was a critica
conponent .

2:35: 07 PM

SCOTT ANAYA, SELF, ANCHORAGE (via teleconference), thanked
the commttee for its work. He stressed that the
| egislature's action would determ ne how bleak the state's
financial future would be or how the state would energe
fromthe financial deficit. He urged the commttee to stand
strong against the Senate's proposal. He believed the
House's work was the best option for comng out of the
deficit as wunscathed as possible. He spoke from the
perspective of a small business owner and shared that the
recession had really hit main street retailers the previous
summer. He urged the committee to scrap the oil tax program
all together. He did not want further cuts to the Pernmanent
Fund Dividend. He was in favor of an inconme tax. He did not
want further damage to the econony. He stated that children
were the state's future.

2:38:44 PM

PAT LAVI N, DEFENDERS OF W LDLI FE, ANCHORAGE (via
tel econference), thanked the commttee for its work to try
to balance the budget. He did not support further cuts to
education and critical services. He urged the conmttee to
delete the $10 mllion appropriation for the proposed
| zenbek Road. He discussed that the road was unnecessary
and did not nmake sense as an energency transportation
solution in the region. He noted that road naintenance
stations around the state had been closed due to budget
cuts; over 100 maintenance workers had been laid off. He
urged investing funds in priority projects that served
wel | -defined state needs. He beseeched the commttee to
look into the project further before authorizing the $10
mllion in funds. He added that the $10 million cost would
be the tip of the iceberg if the road was built.

2:42: 00 PM

ROB Pl COU, SUPERI NTENDENT, LOWMER YUKON SCHOCOL DI STRICT,
MOUNTAIN VILLAGE (via teleconference), encouraged the
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committee to restore the Senate's proposed 5.6 percent cut
to public education. He stressed that the cut would bring
many districts across the state dangerously <close to
impl osion. The district had a $13.6 mllion structural
deficit as a result of flat funding. He understood the
fiscal crisis facing the state and the district had
elimnated all counselors and had cut admnistrative staff
by 60 percent. He shared that he had worked in various
roles in school districts in both rural and urban Al aska
for the past 20 years. He supported the restoration of
funds to the governor's recommendation for teacher health
and public safety housing. He spoke to a recent study
related to costs of education in Alaska. He discussed
reasons for teachers leaving the district including decent
housi ng conditions. The district was working with regi ona
partners to upgrade teacher housing. The district had spent
$4.3 nmillion to renovate substandard and dil api dated
teacher housing - funds that could have otherw se been
spent on students. He spoke about teacher housing that
fl ooded annually. He continued that a six-plex construction
project was costing the district $2.3 nillion. He
reiterated his request to restore funding to the governor's
request of $1, 750,000 for teacher health and public safety
housi ng.

2:45: 47 PM

MARK  SPRI NGER, TULUKSAK NATI VE COWMUNI TY, BETHEL (via
t el econference), spoke in support of a request for $300, 000
for power plant upgrades. He did not see the increnment in
the current bill version and asked for it to be restored

He expl ained that the project was econonm c devel opnent and
community sustainability issue. He provided detail about
the current power plant operations. He explained that the
community did not currently have capacity to supply power
to the school, which it would like to have. He detailed
that Tul uksak had made a significant investnent of its own
funds to inprove capacity. He continued that several years
earlier the community had several mllion dollars through
the Alaska Energy Authority (AEA) for fuel upgrades, but
the noney had been swept up for a parking garage. He
el aborated on the usage of requested funds.

Co-Chair Foster noted that a few years earlier when the
state was flush wth funding each district had been
all ocated capital funds to provide for projects like the
power plant upgrades. He explained that for the past few
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years the legislature had not allocated the funding due to
a lack in funds. He elaborated that there had been no
di scretionary and reappropriation funding over the past
several years, which in all likelihood would continue. He
noted that things would be taken on a case by case basis.
He encouraged people to continue to advocate for their
fundi ng requests.

2:49: 48 PM

SUSAN HANSEN, SELF, FAIRBANKS (via teleconference), spoke
against the $10 mllion increment for the road through the
| zembek WIldlife Refuge. She explained that the road had
initially been proposed in the 1990s as a road to expedite
shi pping of seafood from canneries in King Cove to Cold
Bay. She detailed that the drive would take 1 hour and 50
m nutes and the proposed goal was to use the road for the
energency transportation of patients. She believed the road
woul d not be practical for that purpose. She asked the
commttee to renove the item She did not believe it was
prudent to ask taxpayers to fund the item

2:51:14 PM

JOE BANTA, SELF, ANCHORAGE (via teleconference), spoke in
strong support for education. He asked the committee to
reject cuts proposed in the Senate's budget. He stated that

the Senate's budget favored tax cuts for big oil over
adequate education funding, housing, and other Dbasic
infrastructure needs. He underscored that educat i on

provided a future for the state's children. He urged the
committee to develop a conprehensive fiscal plan -
including new revenues - to deal with the budget deficit
He remarked that taking the dividend could negatively
i npact the state's econony. He urged a bipartisan effort to
solve the state's budget problem He supported the
i npl enentation of an incone tax. He stressed that credits
of $350 million to the oil industry represented corporate
wel fare. He did not support a change to the forner oil tax
structure Alaska’s Cear and Equitable Share (ACES) that
had taken place several years earlier.

2:54:21 PM

PAM GOCDE, SELF, DELTANA (via teleconference), supported
further spending cuts to reduce the size of governnent. She
believed further cuts would make governnment stronger and
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nore efficient. She believed the best way forward was to
keep the noney in the hands of the people. She did not
support an incone tax. She stressed that the Permanent Fund
D vidend needed to go back into the hands of the people.
She was opposed to the appropriation of $288 mllion in
credits to the oil industry. She urged the conmttee to
make nore cuts.

Co- Chair Foster CLOSED public testinony.

CSSB 23(FIN) am was HEARD and HELD in conmttee for further
consi der at i on.

Co- Chair Foster noted anendnents were due on Mnday, My 16
at 6:00 p. m

Representative WIlson stated there were projects included
in the budget that she did not know anything about. She
asked about resources to contact over the weekend to gain
nmore information.

2:57:20 PM
AT EASE

2:58: 25 PM
RECONVENED

Co-Chair Foster replied that his staff and staff from the
Legi slative Finance Division and Legislative Legal Services
woul d be avail able for questions.

Co-Chair Foster addressed the schedule for the follow ng
nmeeti ng.

#
ADJ OURNVENT

2:59: 20 PM

The neeting was adjourned at 2:59 p.m
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