
Status of the Legislature: 

Yesterday the Senate passed HB 39, the operating budget on a 19-1 vote.  The budget totals $11.5 

billion and currently contains a $3,000 dividend for this year, while rejecting many of the big cuts 

proposed by the Governor.  The Senate budget is not fully funded and leaves a deficit of about $1.2 

million, largely due to the proposed full PFD pay out.  Under SB 26, which was passed last year, the 

Legislature is allowed to draw 5.25 percent from Permanent Fund earnings providing about $2.9 billion 

in funding for FY 2020 budget.  However, the PFD draw must pay for the budget and the PFD.  A larger 

budget leaves only enough money for a smaller dividend, while a large PFD leaves less money for the 

state budget.  The House budget proposes higher spending for government services, leaving money for a 

more modest PFD of about $1,200.  The final PFD amount will be determined in conference committee. 

The Senate’s proposed budget still cut agency operations by $258 million in unrestricted general funds.   

The Department of Health and Social Service’s budget was reduced by $142 million, with $83 million 

of the reduction coming from Medicaid, a $40 million reduction from the Alaska Marine Highway 

System (AMHS) and another $5 million from the University of Alaska. The Senate budget reductions 

will have to be reconciled with the House’s version of the budget.  The House budget cuts Medicaid by 

$58 million, and AMHS and the University of Alaska by $10 million each.  In addition, the Senate fully 

funds school bond debt reimbursement and rural school construction at a cost of $139 million.  The 

House only funds half. 

The Senate’s budget also proposes a transfer of $12 billion from the Alaska Permanent Fund’s 

spendable earnings reserve account to the constitutionally protected principle of the Alaska Permanent 

Fund.  Once the money is transferred it can’t be spent without a vote of the people.  There is some 

concern that the transfer may be too large and will leave the earnings reserve fund, which is used to pay 

for government services and the PFD, short funded.  This will be a subject of much debate in the 

conference committee process.  

The Senate debated 25 amendments and approved three. Largely along caucus lines, a variety of 

minority amendments, ranging from a partial repeal of the per-barrel oil tax credits, restoration of the 

Alaska Marine Highway funding, additional prosecutors and funding to combat child pornographers 

were defeated. Three amendments were accepted including an additional $800,000 for the Senior 

Benefits Program to ensure that it is fully funded for the upcoming year. The second amendment added 

intent language directing the administration to distribute $20 million in K-12 funding that’s become the 

subject of a lawsuit brought by Coalition for Education Equity.  The third amendment was just a 

technical clean up. 
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Both the Senate and House budget fully funded Power Cost Equalization at $32 million and 

Community Revenue Sharing at $30 million (same funding as last year) so these items are funded and 

will not be addressed in conference committee.  The Governor’s proposal to transfer all endowment 

funds (PCE, Alaska Higher Investment Fund, etc.) to general funds has been rejected.   Likewise, all the 

bills that proposed taking tax revenues from municipalities (oil and fish) have failed to move through the 

committee process and have no support for passage.  The Senate’s education budget was very similar to 

the House’s version so there will be very few education funding items that end up being determined in 

the final conference committee. Only three education items will be part of the conference committee 

process.  Below is a summary of education funding at this point: 

 Full funding of the FY20 foundation formula and pupil transportation 

 $2 million for Pre-K grants and $1.2 million for Early Learning Grants (Moore) 

 Additional early learning items in the budget are: 

o $474,700 for Parents as Teachers (Deleted the additional funding of $237,000) 

o $6.85 million for Head Start Grants 

o $320,000 for Best Beginnings 

o $405,500 for Statewide Activities 

o $233,000 for Administration 

 $141,129,000 in funding for the TRS unfunded liability  

 Accepted the governor's repeal of $19.5 million for the Curriculum Pilot Project  

 Eliminated $400,000 in funding for implementation of the recommendations of the Joint 

Legislative Reading Proficiency & Dyslexia Task Force and $320,000 in funding for the K-3rd 

Grade Literacy Project 

 Reduced Broadband Access Grants appropriation by $1,093,000 to reflect grants awarded in 

FY19 

 House restored partial funding, $49.9 million in funding for school bond debt reimbursement and 

$19.6 million for the REAA/Small Municipal School District Fund. Senate fully funded both for 

$139 million.    

 House deleted funding of $457,600 for the three related curriculum specialist positions in DEED 

but the Senate has included this funding.  

 House forward funded education for the full amount of the foundation formula and pupil 

transportation for FY21but the Senate did not.  

 The funding for all items in red will be determined in conference committee. 

 

What happens next? 

The budget now heads back to the House for concurrence.  If they fail to concur with the Senate 

changes, as expected, the differences between the House and Senate versions will be reconciled in 

conference committee.  Each body appoints three members to the conference committee.  On the Senate 

side, that will be Senators Stedman, von Imhof, and one member from the minority, probably Senator 

Olson.  House Finance Co-chairs Representatives Neal Foster and Tammie Wilson will likely be joined 

by House minority member Representative Cathy Tilton. The committee is tasked with resolving the 

differences in the two budget but is limited in its negotiations. The committee can only resolve funding 
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differences between the two budgets by picking the highest or lowest funding number, or something 

between the two.  Appointment of the conference committee is important because it triggers the 24-hour 

rule.  The triggering of the 24-hour rule means that committees will be able to post notice of a hearing 

the day before it is held. 

The two chambers have two weeks to agree on a budget before the constitution requires them to adjourn 

or vote to extend the session for up to ten days.  Once the budget is approved it will go to the Governor 

for approval.  It is expected that the Governor will exercise his veto authority.  The Legislature can 

override the Governor’s veto but will need 45 votes to do so.  At this point, we are hearing that they 

don’t have 45 votes yet.  

The Governor would like to see certain priority items passed and there may be some room for negation 

on his priority legislation and the budget.  As part of his fiscal plan, the Governor wants to pass three 

constitutional amendments.  HJR 6/SJR 5 puts the PFD and its funding formula into the constitution (it 

is now in a state law).  HJR 7/SJR 6 puts a spending cap on the state budget in the constitution.  HJR 

5/SJR 4 requires a public vote before any tax is approved.  SJR 4, 5, and 6 are in Senate Finance.  HJR 

5, 6 and 7 are in State Affairs.  Through the committee process, it has become clear that the 

constitutional amendments will not be approved as proposed by the Governor, if at all.   

Possibly in an attempt to compromise, the Legislature has introduced two pieces of legislation that 

address a spending limit (SB 104) and the PFD (SB103).  Enacting legislation rather than a 

constitutional amendment would give an opportunity to see whether the legislation works and to make 

any adjustments before changing the Alaska Constitution. SB 103 sets the split for the annual draw from 

the Alaska Permanent Fund at 50-50 between dividends and state spending. The 50-50 split would put 

the 2020 PFD around $2,300 and leave the state with an anticipated deficit of around $800 million that 

would need to be filled with cuts, savings draws, or new revenue. SB 104 sets a state spending cap of $6 

billion with annual inflation proofing and includes the PFD funding toward the spending cap.  The 

question remains is the Governor willing to accept this statutory legislation rather than his proposed 

constitutional amendments as some form of end of session compromise.  

The Governor also wants a variety of crime bills passed.  There are about 18 different crime bills being 

reviewed, four of which the Governor has proposed.   The Senate has been working on the Governor’s 

crime legislation.  SB 35 increases penalties for sex offenses and SB 34 reduces the use of parole 

resulting in prisoners spending more time in jail.  SB 32 reverses reductions to sentences from the 2016 

law known as SB 91, and introduces a new category of crime called terroristic threatening.  SB 33 

increases bail and give judges more discretion in the pretrial release process.  If all of the legislation 

passes, it increases the state budget by over $40 million.  The House has been introducing and reviewing 

its own crime bills.   Earlier this week, the House passed HB 14 which strengthens sex crime laws and 

closes a loophole created by the Justin Schneider case. On the House side, the House Judiciary 

Committee has advanced two crime bills, HB 49 and HB 145 to the House Finance committee.  HB 145 

is an omnibus crime bill and rolls several pieces of legislation into this bill.  The bill addresses increased 

and tougher sentencing ranges, increased penalties for theft and identity theft, and new tools to go after 

drug dealers and repeat drug offenders. It also proposes a variety of changes to sex offenses, procedures 

for testing rape kits, and closing loopholes with sex offenses.  The House legislation contains significant 

changes aimed at getting tougher on crime but isn’t as extensive as the Governor’s proposed legislation.  
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Again, it will be a question of whether both the Senate and the Governor are willing to accept some form 

of compromise on the crime legislation.  If not there will likely be a special session on these issues.   

The Legislature has 13 days until May 15
th

 when they reach the 121-day limit.  After May 15
th

, the 

Legislature can extend for 10 days, after that they will have to call themselves into a special session to 

continue to conduct business.  There are still a lot of issues left for just 13 days so it will be tough to 

meet that first deadline.  Also there remains the question of whether the Governor accepts the changes 

made by the Legislature regarding the budget, crime legislation and the constitutional amendments.  J 

and H Consulting will continue to monitor and provide updates. 

 

Chris and Reggie 

J and H Consulting  
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