30TH ALASKA STATE LEG SLATURE
THI RD SPECI AL SESSI ON
CONFERENCE COWMM TTEE ON SB 23
July 27, 2017
1:04 p. m

1: 04: 08 PM
CALL TO ORDER

Chair MacKinnon called the Conference Commttee neeting on
SB 23 to order at 1:04 p. m

VEMBERS PRESENT:

Senat e:

Senat or Anna MacKi nnon, Chair
Senat or Lyman Hof f man

Senat or Donny O son

House:

Representative Neil Foster, Chair
Represent ati ve Paul Seaton
Representative Lance Pruitt

VEMBERS ABSENT

None

ALSO PRESENT:

Laura Cramer, Staff, Senator Anna McKinnon; David Teal,
Director, Legislative Finance Division; Representative Lora
Rei nbol d; Senat or Click Bishop; Representative Steve
Thonpson; Senat or M ke  Dunl eavy; Representative Dean
West | ake; Senator Peter Mcciche; Representative George
Rauscher .

SUVVARY

SB 23 APPROP: CAPI TAL BUDGET
FCC SB 23 was REPORTED out of commttee with a
"do pass" reconmendati on.

#SB23

CS FOR SENATE BILL NO. 23(FIN) am
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"An Act nmmking appropriations, including capita
appropri ations, suppl enment al appropri ations,
reappropriations, and other appropriations; anending
appropriations; nmaking appropriations to capitalize
funds; and providing for an effective date.™

HCS CSSB23( FI N) AVH( BRFSUPMAJ FLDH) ( EFDFLDH)

"An Act nmaking appropriations, including capita
appropri ations, suppl enent al appropri ations,
reappropriations, and other appropriations; anmending
appropri ations; and maki ng appropriations to

capitalize funds."

1: 04: 33 PM

Chair MacKi nnon announced the Senate commttee nmenbers
present at the neeting.

Chair Foster announced the House commttee nenbers present
at the neeting.

Chair MacKi nnon announced that the goal of +the free
conference conmttee was to agree on a conmttee
substitute, and reconmend it to the representative bodies
for approval. She stated that there would be no public
testi nmony. She announced that, pursuant to Uniform Rule 42,
the free conference was appointed the current day by the
Senate at 11:23am and by the House at 12:25pm She shared
that adoption of the conference commttee report required
an affirmative vote by a mgjority of nenbers from each
body.

Chair Foster MOED to ADOPT the proposed free conmttee
substitute for CSSB 23(FINNam Wrk Draft 30-GS1854\Y
(Martin, 7/19/17).

Chai r MacKi nnon OBJECTED for discussion.

1: 05: 39 PM

LAURA CRAMER, STAFF, SENATOR ANNA MACKI NNON, discussed the
Sunmmary of Changes (copy on file):

Does not include the follow ng:
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Addi t

Chang

| nclu

CC on SB23

o Supplenental Itens that were approved in HB 57
— Operating Budget

0 Reappropriation of Alaska Gasline Devel opnent
Cor por ati on Funds

o Additional appropriation for the Permanent Fund
Di vi dend

o FY 18 Operating Budget

i on:

Section 11 Reappropriation of $55,000 from SB 74
(2016 Medicaid Reformp for the Health Care
Aut hority efforts (page 16, |ines 20-28)

es:

Fund source for the capital budget , unl ess
ot herwi se noted, is the Statutory Budget Reserve

Section 6 Ql and gas tax credit fund
appropriation of $20 million to pay tax credit
liabilities - brings FY18 funding to the
statutory calculation of $77 mllion (including

the operating budget appropriation) (page 15,
lines 12-14)

Section 20 Revised fiscal note funding for the
i npl enentation of HB 111 to $1.35 nillion from
$1.2 million (page 23, lines 3-5)

Si ons:

Section 1 Fully fund Al aska Housing Finance
Corporation prograns at requested FY18 |evel
(page 7, lines 19-22)

Section 1 Intent |anguage relating to the
repl acenent of the F/V Tustunena (page 7, Ilines
31-33 through page 8, lines 3-7)

Section 1 $1 million for Public and Comunity

Transportation State Match (page 8, line
12)
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Section 11 Fiscal note for inplenentation of Rea
ID $1.5 mllion (page 16, lines 15-19)

Section 14 Reappropriation of $4.43 mllion of
the Juneau Access project for the Kivalina K-12
repl acenent school (page 19, lines 24-31 through
page 20, lines 1-7)

Section 14 Reappropriation of $2.18 of various
Department of Mlitary and Veterans'  Affairs
projects for the Kivalina K-12 replacenent schoo
(page 20, lines 8-17)

Section 14 Reappropriation of $500,000 of the
Knik Arm Bridge and Toll Authority (KABATA)
Funding for the Kivalina K-12 replacenent schoo
(page 20, lines 18-27)

Secti on 14 Backst op | anguage: | f KABATA
reappropriations are short for the Kivalina K-12
repl acenent school, general funds would be used
to fully fund (page 20, lines 28-31 through page
21, lines 1-2)

Section 18 Land purchase for Interior Veterans’
Cenmetery (page 22, lines 11-14)

Section 19 Reappropriations of $7.3 mllion from
DOT, DNR, and ARRC for the Arctic Strategic
Transportation and Resources (ASTAR) project
(page 22, lines 21-31 through page 23, lines 1-2)

Section 21 Reappropriation of $21,285,000 nmillion
of the Juneau Access project to remain with the
Juneau Access project (page 23, |ines 23-26)

Section 21 Reappropriation of $21,285,000 mllion
of the Juneau Access project for capital projects
in the greater Lynn Canal area (page 23, lines
27-31 through page 24, |lines 1-10)

Section 21 Reappropriation of $1 nmllion of
KABATA funding for Al aska Marine H ghway Vessel
Over haul (page 24, lines 14-23)

Section 21 Reappropriation of $1 mllion of the

KABATA funding for Federal H ghway WMatch (page
24, lines 24-31 through page 25, lines 1-2)
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Section 21 Reappropriation of $1.2 mllion from
Art on Alaska Class ferries to the Alaska C ass
Ferries for Equi pment (page 41, lines 20-27)

Section 21 Backstop |anguage: If reappropriations
are short for Federal-aid highway match, genera
funds would be used to fully fund (page 41 lines
28-31 through page 42, line 1)

Section 22 $8 million to fully fund the Comunity
Assi stance Program (page 42, lines 5-8)

1:14: 25 PM

Ms. Cranmer stated that there was retroactivity |anguage
added on page 45, line 18, which stated that any
reappropriations or projects that were scheduled to | apse
at the end of FY 17 would not |apse. Instead, they would be
directed in the CS as such.

Senat or Hof f man wondered whether there was a revised fiscal
note for HB 111. M. Cranmer replied that there was a
revised fiscal note, FN 4, which was an inplenentation by
the Department of Revenue (DOR) for HB 111 for $1.35
mllion. She stated that it was an increase from $1.2
mllion in the House fiscal note.

Senator O son | ooked at page 45, and wondered whether the
| apsed retroactivity would be a large anount. M. Craner
wondered whether the question was regarding the total
reappropriation anmount in the budget.

Senator A son clarified that he queried the anount that
woul d have |apsed, and would have been in danger of | osing
wi thout the |anguage. Ms. Cramer replied that the total
reappropriations were approximately $20 mllion to $25
mllion, but she did not have the exact nunber.

Chair MacKinnon REMOVED her OBJECTION. There being NO
further OBJECTION, the proposed commttee substitute was
adopt ed.

Representative Pruitt MOVED to adopt Conceptual Amendnent

1. He apologized that the anmendnents were not in witing.
He stated that the amendnent would be to Section 6, page
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15, line 12. He noved that $20 million be substituted for
$40 million.

Chai r MacKi nnon OBJECTED.

1:17:46 PM

Representative Pruitt explained the anendnent. He stated
that the anmendnent referred to the Ol and Gas Tax Credit
Fund. He stated that was a strong possibility that sone
financial institutions could foreclose on sonme of the
conpani es that were expecting the tax credits, if the state
did not provide the $95 nmillion range. He felt that it was
prudent to be cognizant of the legislature's word. He
remarked that part of the downgrade was related to the
deci sion maki ng and process for how to fund governnent. He
also asserted that the downgrade was related to the
legislature's willingness and ability to pay for certain
conmmitnments. He wanted to prevent the foreclosure of
certain assets. He understood that the $40 million would
suffice in assuring the avoi dance of foreclosure.

Senator O son wondered where the additional $20 nmillion
would cone from Representative Pruitt believed that it
woul d cone from the Statutory Budget Reserve (SBR) as an
addi ti onal anount.

Chair Foster comented that the House Mjority Caucus
wanted the oil tax credit nunber to be zero. He furthered
that the House added $57 million into the Operating Budget
and another $20 million into the Capital Budget. He did not
support the amendnent.

Representative Seaton remarked that current anount was the
statutorily cal cul ated anmobunt, so conpani es should be aware
of statutes and the potential obligations of the state. The
change woul d increase above the statutory limt. He opposed
t he amendnent .

Chair MacKi nnon wanted to support the amendnent, but stated
that the bill was a conprom se between the two bodies. He
stated that the Senate had proposed $288 nillion to pay
one-third of the state's obligation, and shared with the
House the risk of not funding at the higher level. She
stated that the House had nade other conprom ses. She felt
that the CS was not ideal, but she supported the
conprom se
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Aroll call vote was taken on the noti on.

IN FAVOR Pruitt
OPPCSED: Hof f man, Seat on, MacKi nnon, Foster, d son

The MOTION to adopt Conceptual Anmendnent 1 FAILED (5/1).

1: 21: 59 PM

Representative Pruitt MOWED to ADOPT Conceptual Amendnent
2. He stated that the amendnent was on Section 21, page 23,
lines 23-26, which reappropriated $21.285 mllion to Juneau
Access. He stated that the nunber would be changed to
$42. 57 mllion. The amendnent woul d strike t he
reappropriation | anguage, "to the greater Lynn Canal area.”

Chair MacKi nnon surm sed that the anendnent would not use
any reappropriation fromthe Juneau Access Project.

Representative Pruitt clarified that the Kivalina School
noney would not be addressed. He only was referring to
noney that was reappropriated to the Lynn Canal.

Aroll call vote was taken on the noti on.

IN FAVOR: Pruitt
OPPCSED: Hof f man, Seat on, MacKi nnon, Foster, d son

The MOTION to adopt Conceptual Anendnent 2 FAILED (5/1).

Representative Pruitt MOVED to ADOPT Conceptual Amendnent
3. The amendnent was for Section 21, page 24, lines 14 to
23. He remarked that there was reference to reappropriating
$1 million from the Knik Arm Bridge and Toll Authority
(KABATA) to the Marine H ghway Fund. He furthered that
there was also a reappropriation of $1 mllion for KABATA
for federal highway match. The anendnent would | eave the $2
mllion wth KABATA.

Aroll call vote was taken on the noti on.

IN FAVOR Pruitt
OPPCSED: Hof f man, Seat on, MacKi nnon, Foster, d son

The MOTI ON to adopt Conceptual Anmendnent 3 FAILED (5/1).

1: 25: 32 PM
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Representative Pruitt MOWED to ADOPT Conceptual Amendnent
4. He explained that the anmendnent would be to Section 45
of HB 57. He announced that it would replace the Budget
Reserve |anguage with Earnings Reserve to the anount of
$1.7 billion. He wanted Legislative Legal to apply
conform ng | anguage.

Chair MacKi nnon OBJECTED. She queried the page nunber.

Representative Pruitt announced that there was no page
nunber. He explained that it was in reference to the
al ready passed budget. The anmendnent would substitute $1.7
billion from the Earnings Reserve to pay for state
government operations. He stressed that the state had been
downgraded because it had not been able to address its
current budget challenges. He remarked that many people
were able to attend the Anchorage Econom c Devel opnent
| uncheon, and spoke to the |egislature not addressing sone
of the challenges. The anendnent would replace | anguage
that had already passed with the utilization of Earnings
Reserve noney in place of the Constitutional Budget Reserve
(CBR) noney as indicated in the budget.

Senator O son queried the inpact of the anendnent on the
state's credit rating.

Representative Pruitt felt that the wllingness for the
state to use all of its assets with the fortitude and
strength to make the decisions would speak volumes to the
creditors. He stated that Alaska was third in the country
in terms of credit ratings. He shared that he had recently
visited New Jersey, which was in a nuch greater budget
deficit. He felt that the budget situation was because of
political wllpower and an unwillingness to pay certain
comm tnents, resulting in a downgraded credit rating.

Senator O son understood that the reason for the downgraded
credit rating was not because of where the funds cane from
for funding government, rather it was because there was no
pl an for new revenue.

Representative Pruitt agreed with Senator Oson. He felt

t hat showi ng that Al aska could make a huge statenent, would
"speak volunmes to those credit agency ratings."
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Chair MacKi nnon remarked that the Permanent Fund Earnings
Reserve account was drawi ng 16 percent interest and the CBR
was drawing between 2 and 3 percent. She felt that the
amendnment woul d be an unwi se nove. She remarked that there
was a conversation about noving a l|large anmount from the
Earnings Reserve with a potential loss of $4 mllion of
interest. She opposed the anendnment. She announced to
credit raters that the legislature knew that all of its
assets were available. She stressed that the Earnings
Reserve was spent with a sinple mgjority, and a court
ruling had supported that function. She shared that the
reserve had historically not been accessed, rather, it was
protected for paynments to Alaskans for the dividend
program

Representative Seaton remarked that the House and Senate
had been working toward a conprehensive fiscal plan, and
t he anendnent was an unstructured draw from the account. He
felt that it would circunvent the process that the
|l egislature was attenpting to get its fiscal house in
order. He opposed the anendnent.

Aroll call vote was taken on the noti on.

IN FAVOR: Pruitt
OPPOSED: Hof f man, Seat on, MacKi nnon, Foster, d son

The MOTI ON to adopt Conceptual Anmendnent 4 FAILED (5/1).

Chair Foster MOVED that the House and Senate adopt the FCCS
SB 23 from the Free Conference Commttee, and that
Legislative Finance and Legislative Legal be directed to
make appropriate conform ng and techni cal changes.

There being NO OBJECTION, it was so ordered.

FCC SB 23 was REPORTED out of conmittee with a "do pass"”
recommendat i on.

#
ADJ OQURNIVENT
1: 32: 56 PM

The neeting was adjourned at 1:32 p.m
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