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Wednesday, June 29, 2016

Governor Walker Press Conference & Budget Vetoes
Link to Video
Press Conference
Wednesday morning Governor Walker held a press conference to release his budget
vetoes in HB 256 – Operating Budget, and SB 138 – Capital Budget. The governor
began by thanking his commissioners for what they’ve done over the past year and a
half. Without their work, the administration wouldn’t have been able to submit the
broad-based plan that they submitted in December.
Governor Walker said last year the legislature drew down about $3.5 billion from savings.
This year the legislature’s plan is to draw down another $3.5 billion from savings.
Governor Walker said throughout the entire process they wanted to make sure it’s
balanced and fair, so that no one Alaskan or industry carries a greater burden than
another. That’s not easy to do. They introduced nine pieces of legislature to make sure it
was broad-based and balanced. No one piece creates that balance.
Governor Walker said they didn’t want to make the cuts that they made, but they had no
choice. The administration can’t create new revenue, they can only submit bills to the
legislature. They can impact with vetoes, which they have done.
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Governor Walker said of the nine pieces that make up the Sustainable Alaska Plan, not
one of them made it through the legislature. The senate passed the Permanent Fund
Protection Act, but it didn’t make it through the house.
Governor Walker said some months ago he was on an airplane, and someone came back
and asked to shake his hand, and said he wanted to shake the governor’s hand because
he’s a governor that will run through the fire. The fire is the future of Alaska. They want
to make sure the state has a future, and that our children and grandchildren have a
future.
Governor Walker said they asked each department to reduce 20 percent between 2015
and today. Twelve of the 18 departments were able to do that. Some of them had a
difficult time doing that, such as the Dept. of Public Safety, where it would be difficult
to make a 20 percent cut and still have troopers out there.
Governor Walker said for the first time in decades there was no cost-of-living increase in
employee contracts. That was not easy to do, and he appreciates those on the other side
of the table. Employees accepted furlough days. Alaska Courts now close at noon on
Fridays. That has never been done before.
Governor Walker said he reached out to union partners, and asked them what they could
do to bring down costs. They asked him if he was asking for contracts to be re-opened,
and he said he wasn’t. He honored the contracts, but they need to continue the
discussions about what more they can do as Alaskans to bring down the cost of
government, and that conversation will continue in congenial discussions, not in hard
negotiations across the table. In future negotiations they are going to be mindful of the
fiscal situation.
Governor Walker reviewed a few of the specific reductions he made through vetoes.
 The Dept. of Commerce, Community & Economic Development has taken a
reduction of 62.4 percent, totaling $25 million.
 The Dept. of Education & Early Development has taken a reduction of 37
percent, totaling $21 million in departmental operating expenditures.
 The Dept. of Military & Veterans Affairs has taken a reduction of 37 percent,
largely as a result of no longer funding the Alaska Aerospace.
 The Dept. of Labor & Workforce Development has taken a reduction of 32
percent, totaling $11 million
 The Dept. of Fish & Game has taken a reduction of 30 percent, totaling $24
million.
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Governor Walker said it’s not a day of celebration, but a day of reckoning. They can’t
solve the problem with cuts. Governor Hickel said many times that you cannot cut your
way to prosperity, and they are not doing that. They are using the only tools available to
meet the deficit.
Governor Walker then reviewed the vetoes. [See the last three pages of this report for details on
the vetoes.] Vetoed items total $1.29 billion, with savings of $1.5 billion.
A few comments made by Governor Walker in discussing the vetoes:
Governor Walker said they did not make any adjustments to the Judicial Branch or to the
Legislative Branch. He would tell the legislature to be mindful of what other Alaskans
are dealing with in the budget reductions. He asked that the legislature look into moving
into the Atwood Building. The administration can make that work.
Governor Walker said these reductions are what they have to do with an 80 percent
reduction in revenue. User groups have come to the administration and asked that their
feels be raised. The fish and game fees are a good example of that.
Governor Walker said the administration presented a fiscal plan to the legislature. Some
say they don’t have to act now because they have savings. But the savings are the
solution. It’s the seed corn. As they draw down savings, it will increase the problem. The
earnings on the savings would amount to what an income tax would earn. Drawing
down savings is not the answer.
Governor Walker said others have said they need more cuts. It can’t be argued that they
haven’t made significant cuts. When savings are gone they have to go into the Permanent
Fund Earnings Reserve. This past special session, Democrats told him they would have
voted for restructuring the Permanent Fund if they had gotten a better deal on tax cuts.
Republicans told him they would have voted for it if there had been more cuts. He cut
significantly more than the legislature cut.
Governor Walker said many house members told him that if they voted for the
Permanent Fund cuts, they wouldn’t be reelected. Governor Walker said he told them he
would take all the blame, but the legislature needs to do the work. There shouldn’t be
any more excuses when the legislature comes back into session in July. He believes he
has addressed all those roadblocks in his budget cuts. This is the fix-Alaska session. He
takes responsibility for session not ending. Next session will be the grow-Alaska session.
Alaskans deserve a growing economy and a sense of optimism for the future.
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Governor Walker once again told the story of the photo that Lieutenant Governor
Mallott gave him of people pulling stumps in Metlakatla, where everyone pulled on the
rope to pull stumps. A number of people have told him that they want to help pull the
rope. One person who did that months ago was incoming Dept. of Education & Early
Development Commissioner Michael Johnson. With the Permanent Fund Dividend cuts,
every Alaskan is now pulling on that rope. It’s time for the legislature to pull on that
rope.
Governor Walker said he’s the luckiest governor in the history of Alaska because he
works with Lieutenant Governor Mallott every day. They have a relationship unique to
politics and unique to Alaska, and people sense that. Hardly a day goes by that they don’t
spend time together and talk about what’s going on. It’s a very unique relationship, and
Alaska is much better off as a result of them working together every day.
Lieutenant Governor Mallott then spoke
Lieutenant Governor Mallott said he supports everything Governor Walker has said.
He’s had the opportunity to advise and work with the governor. He emphasized the lost
opportunity that comes from not having closed the fiscal gap. Alaska’s economy is
lagging and the opportunity to grow Alaska is being significantly diminished. Alaska’s
capital budget is an example of that. Matching federal funds to build Alaska’s
infrastructure have been reduced to a de minimis. They are spending the result of past
legislative action, and it will be gone in several years. That’s a key driver in Alaska’s
economy. A key indicator of the state’s ability to invest in the lives of Alaskans will be
severely impacted.
Lieutenant Governor Mallott gave two examples. One is the Dept. of Education & Early
Development. He and Governor Walker both believe passionately that education is key
to Alaska’s future. They are at the point where the tool available to them, without action
by the legislature, is only being able to reduce and reapportion funds available to the
executive branch. That is a circumstance in which there is a $3 billion plus gap in the
available revenue going forward. Revenue from savings will be gone in two years, and
there is no replacement. If they don’t begin to grow the capacity, the expertise, and the
teachers to education children in a smart, cost-effective way, Alaska is crippling itself.
Lieutenant Governor Mallott said the second example is the Alaska Dept. of Fish &
Game. Last week he had the opportunity to travel with Commissioner Sam Cotton to
the lower Yukon River to look at the salmon resources, which are unique in the world.
The salmon need to be managed in a science-based way. The ADF&G is losing its
capacity to do that.
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Lieutenant Governor Mallott said they are at a time when they will very soon severely
cripple Alaska’s ability to grow its economy, to grow its society, and to grow the civil
sense of the kind of place Alaska can be unless the legislature acts to establish a fiscal
plan that allows Alaskans to have the confidence to invest and that allows Alaska to
attract investment from other parts of the world.
Governor Walker then took questions from the press. He was asked one educationrelated question:
When asked who in the education community he consulted with in deciding which
education items to cut, Governor Walker said they did a lot of consulting over the last
year and a half. At some point they had to take all the input they had received and close
the door and decide what to do. They wanted to impact education as little as possible,
but there had to be some modifications. The $50 BSA adjustment was part of what they
reduced. He’s well aware that cutting bond debt service will impact local communities,
and that communities will have to come up with additional funding for debt service. It
doesn’t eliminate the obligation. It shifts it to local communities, and they feel badly
about that. Everyone will be impacted in some way. They sat down with DEED in the
final days. As far as outside organizations, they took input from them throughout the
year, and the administration respects them and thanks them for their passion, but the
administration had to make the final cuts.
After answering questions, Governor Walker encouraged Alaskans to talk to legislators.
He said the tools are there and the benefits are there. He’s talked to people who will be
impacted. Alaska’s future deserves it. He said his team has done their part. He’s not
happy to make cuts, but he’s willing to do it. Alaska has an incredible future in front of
them, but they need to fix this problem now.
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Budget Veto Details
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