
3/2/26, 9:25 AMAn Unfunded Budget - Senator Kaufman

Page 1 of 1https://mailchi.mp/senatorkaufman/unfunded-budget?e=4ce83d68b0

A big thank you to everyone who came out to Kaladis last week! We discussed the tax bills
that are moving through the legislature, education, the proposed natural gas pipeline, and

senior services. It's always nice to check in with folks during session. Thanks for taking
time to join me!

February 29, 2025

The snow is back in Juneau, and the trees clinging to the slope outside my window
are looking like a postcard. It creates a nice backdrop for the many groups and
individuals who come down to visit and make their case in meetings with me and my
fellow legislators.
 
Our office takes as many meetings with folks visiting the capitol as possible. If they
made the effort to come here, I try to make time to see them if at all possible.
 
The subjects cover just about every imaginable topic, and in the course of a day’s
meetings I might hear about healthcare, education, transportation, elder care, child
care, land-use, housing, resource development, public safety, and the list goes on.
 
Usually there are two categories of conversation: The most common is listening to
what they have to say about funding needs. Sometimes I am asked to support
legislation that will open an opportunity, fix a problem, or somehow get government
out of their way and improve their ability to live and work in Alaska.
 
The latter category is my favorite type of conversation, as I’m always looking for low
cost ways to improve how our state operates, and many of the bills that I have
worked to pass or have otherwise supported are focused on fixing long ignored
problems.
 
The conversations I have with folks seeking increased funding for a broad range of
programs and projects invariably lead to a discussion about the budget realities we
are facing: A record-making supplemental budget (see more below), a lull in resource
revenue, rising costs, a desire by some of my colleagues for more discretionary
spending, and other factors making this a difficult year for increased spending.

There’s information about a range of things down below, but we put extra effort into
our explanation of the supplemental, as it is one of the hottest topics at the time of
this writing.
 
As always, stay well, and contact the office if you have any questions or want to dive
a little deeper into any issues facing the state and our community!

Regards, James

An Unfunded Supplemental Budget
Comes to the Senate

Earlier this week, the House passed a fast-track supplemental budget that funds
several important items in the current year’s budget.

Every year, we have unforeseen expenses that require supplemental funding. The
Legislature is able to either authorize that spending in the next year’s budget (which
we will pass at the end of session), or if the items are time sensitive, we can pass a
fast-track bill.
This fast-track supplemental includes $70 million in state matching funds that are
needed to unlock hundreds of millions in federal transportation dollars for Alaska’s
summer construction season. Industry leaders have warned us that without swift
action, projects could stall and jobs could be at risk. That match is time-sensitive
and justifies expedited treatment.

However, since the bill was introduced, it has expanded to include many items that
do not require fast-track funding. It now includes nearly $500 million in supplemental
spending, which covers ALL of the Governor’s Fiscal Year 2026 supplemental
requests and deficit payments — making it the largest supplemental package in
state history.

While these obligations must be addressed, all but the DOT funding do not require
fast-track treatment. Combining them into a single package risks complicating
passage of that one item that truly needs urgency.  

Complicating things further, the funding relies on a three-quarter vote to access the
Constitutional Budget Reserve (CBR) account - the state’s savings account. By
broadening the bill to include so many items, the House already failed the vote
threshold to draw from the CBR, sending the supplemental to the Senate unfunded.
If some things aren’t removed on our side, I fear that the $70 million match money for
DOT is in jeopardy.

The Senate Finance Committee will consider the bill tomorrow, Monday. I hope we
can come to an workable solution. I will keep you updated on its progress as it
moves through the legislature.  

Where are we in the FY27 budget process?

Operating Budget
View documents for each at Legfin.akleg.gov

1. Governor’s Proposed Budget
2. House budget review process
3. Governor’s Amended Proposed Budget <- We are here
4. House continues budget review process
5. House Proposed Version of the Budget
6. House passes the Operating Budget
7. Senate review process
8. Senate Version of the Budget
9. Senate passes the Operating Budget

10. House and Senate negotiate a compromise Budget
11. Final Budget is passed by the full Legislature
12. Governor Signs the Budget with Vetoes

Capital Budget
View documents for each at Legfin.akleg.gov

1. Governor’s Proposed Budget
2. Senate review process
3. Governor’s Amended Proposed Budget <- We are here
4. Senate continues budget review process
5. Senate Proposed Version of the Budget
6. Senate Passes the Capital Budget
7. House review process
8. House Version of the Budget
9. House Passes the Capital Budget

10. Senate and House negotiate a compromise Budget
11. Final Budget is passed by the full Legislature
12. Governor Signs the Budget with Vetoes

Alaskans Helping Alaskans!

Did you know that 60% of the land in Alaska is owned by the federal government?
Many laws balance the preservation of these public lands with Alaskans need to
access them for traditional, recreational, subsistence, and commercial purposes. As
you can imagine, the rules are complicated and hard for you and I to parse through.

In 2024, one of my bills reestablished the Citizens' Advisory Commission on Federal
Areas, or CACFA. This commission first and foremost helps individual Alaskans
navigate complex permitting processes on federal land. It also works with federal
agencies to make sure Alaskan voices are heard when decisions are made that affect
them.

This past weekend, the commission members gathered in Anchorage for their first in
person meeting since CACFA ended in 2016. It was an honor to meet new and
returning commissioners and support volunteers—some who served on the last
iteration of CACFA ten years ago.

Each of these people have a true wealth of institutional knowledge and unique
expertise on foundational laws like the Statehood Act, ANCSA, and ANILCA. I look
forward to supporting the critical work they do to help Alaskans!
If you have an issue you think CACFA can help you with, reach out and I will help
connect you!

Just a Tax Plan

The Governor’s tax proposal, Senate Bill 227, took a significant turn this week as the
Senate Resources Committee hijacked the bill by making sweeping changes that
completely removed the governor’s original intent.

What began as a complete fiscal plan package from the Governor’s office has now
become just a tax plan. Other critical elements of a fiscal plan—such as a functional
spending cap—have been left out.

The revised bill removes the Governor’s proposed sales tax and instead makes major
changes to the state’s oil production tax structure, makes adjustments to corporate
income taxes (which would only impact oil and gas producers), and adds an income-
based education head tax.

Most notably, the committee’s new version shifts our current net-tax system on oil
and gas toward a gross-value tax approach. This is a massive shift from our current
tax structure, and it was done with very little discussion and no modeling on either
the revenue it would generate or the impact it would have on producers.

Any proposal that considers such drastic changes needs to be heavily debated and
modeled before moving forward. The last bill that changed oil taxes in 2013 had 8
hearings in the Senate Resources Committee, and 50 hearings total!

The Legislature–and the State–must be seen as reliable partners with the companies
that extract, sell, and pay taxes on our oil. Alaska is a hard place to develop.
Imprudent changes such as what was done in Senate Resources last week tells our
partners in the oil industry that we aren’t reliable partners.

As this proposal moves to Senate Finance, the key questions I have will be about the
fiscal durability, competitiveness, and long-term sustainability of any change to our
tax structures.

Alaska’s budget remains heavily dependent on petroleum revenue, and any structural
change to the tax system must be evaluated carefully for both its revenue impact
and its effect on future investment and production. Higher taxes won’t do us any
good if no one can afford to develop oil fields.

Clear modeling and rigorous public debate will be essential. And at the end of the
day, any new revenue must come with a spending cap to ensure we spend wisely
into the future.

This Year’s Retirement Discussion

A big topic of discussion here in the capitol right now is whether the state should
return to offering a pension, or Defined Benefit (DB), plan for its public employees.

Billions in Debt
In 2005, the unfunded liability of our state pensions ballooned. At the height, we
owed $11+ billion dollars to our pension plan—that is more than we spend on
EVERYTHING in two years.    

At this point, the legislature made a prudent decision to end our DB system and
change it to a 401k-style with a healthy employer match, otherwise known as a
Defined Contribution (DC) system.

The New Push to Return to DB
Now, after years of tight budgets, many here in Juneau are advocating that we return
to a DB system, even though after 20 years we still owe $5 billion to the last pension
plan.

Alaska’s Constitution protects retirees from having their retirement benefits
diminished or impaired. That means once benefits are promised, the long-term
financial obligation is locked in. Retirement policy cannot be adjusted for current
employees if assumptions about investment returns, workforce behavior, or longevity
prove wrong–which is exactly what happened with the previous DB system.

In the previous system, many of the assumptions were wrong and the state got left
with billions of dollars in liabilities that we are constitutionally obligated to pay for.
Today hundreds of millions of dollars goes towards paying for unfunded liabilities
from over 20 years ago instead of paying for services Alaskans rely on.

Does DB Solve the Real Problem?
When the state moved to a DC system, the state opted employees out of social
security and offered a second 401k-style social security replacement account that
both employees and the state pay into. For state workers looking at their accounts,
their social security replacement is often as much as their DC retirement—effectively
doubling the payouts they get in retirement.

If you are a teacher, a police officer, firefighter, or other municipal employee you have
your regular DC account. However, many Municipalities opted out of BOTH social
security AND the state’s replacement, leaving them with close to half of what state
workers have. Municipalities saved money, but their retirees are now paying the
price.

Because all of these employees are behind, changing to a DB plan now would not
help them. Not only that, new teachers, public safety, and other municipal employees
earning a pension will still not get social security or the state’s replacement, leaving
them still with an income gap.

Closing thoughts
Supporters of returning to a DB system argue that it will improve recruitment and
retention. From some of the surveys I have seen, a DB system is low on the rankings
of factors that motivate public employees to stay in a job.

Not only that, DB does not fix the gap that currently exists for many public
employees. If the lack of social security or the state equivalent was offered to them
as it is to state workers, pensions would likely not be a discussion.

Recruitment and retention are real concerns and this retirement gap is harming the
financial health of our retirees. However, reopening a DB structure creates long-term
commitments that extend decades into the future that the next generation of
Alaskans will inevitably pay for without solving the root problem.

I have and will continue to work toward a solution that helps our retirees while
protecting future generations from unaffordable obligations.

We will be hearing the bill in Senate Finance committee this week. Please reach out
to me or my office if you’d like to discuss the topic more.  

Silver for Gus!

Congratulations to Service High School alumni Gus Schumacher and Vermont’s Ben
Ogden for their an awesome race! Their silver is USA’s first-ever Olympic medal in the

men’s cross-country team sprint!

Rural Health Transformation Program
(RHTP)

The State of Alaska was awarded ~$270M per year to put toward rural health
transformation, making Alaska the second largest award recipient and the largest per
capita recipient of funds for the RHTP. These funds will continue for 5 years, resulting
in a total of around $1.3B awarded.

This opportunity allows us to pursue initiatives that seek to improve health access
and outcomes in our state. Our state Department of Health (DOH) is working
cooperatively with the federal Center of Medicare and Medicaid services (CMS).

The program has 6 key objectives:

1. Close the urban rural gap in infant and maternal mortality and morbidity by
50%

2. Reduce risk factors related to chronic disease by 25%
3. Ensure that 90% of seniors have a usual source of primary care
4. Increase specialty service access in rural hub communities by 25%
5. Reduce vacancy rates for critical health care positions by 25%
6. Shift health care spending from acute care to preventive care by 10%

There are a wide variety of proposed funding uses, and RHTP applicants will need to
submit letters of interest between February 17th and March 11th to the State
Department of Health.

The program will have four funding pathways:

1. Readiness grants: for projects that need support developing administrative,
grant management, and reporting systems

2. Planning grants: for projects that need support planning a design and
implementation

3. Project Implementation grants:for projects that are ready for execution
4. Targeted Innovation Projects grants: for projects identified by DOH as

addressing a high-impact need

Potential Recipients include, but are not limited to:

1. Health care providers
2. Hospitals and clinics
3. Tribal Health Organizations
4. EMS
5. Local Governments
6. Community centers
7. Schools
8. Non-profit organizations
9. State agencies

Federal limitations on RHTP funding include:

1. Construction of new facilities or building expansions
2. Purchasing land and/or buildings
3. Funding clinical services already covered by insurance
4. Supplanting existing funding
5. Broadband infrastructure, internet installation costs, and certain

telecommunications equipment
6. Provider loan repayments
7. Direct payments to individuals
8. Supplanting state contribution to Medicaid match
9. Food

There is a focus on sustainability for projects funded by the RHTP: these are 5 years
of one time funds and will eventually dry up. The goal for this federal program is to
help spur the creation of programs and projects that can self-sustain themselves
once set up. These projects must have sustainability plans for once the funds run out
5 years from now.

As you can see, the program is complicated, but has the potential to make health
service delivery better in many aspects across the State of Alaska.

I am looking forward to seeing these projects move forward in improving the access,
delivery, and overall quality of healthcare.  

If you are a healthcare provider who is interested in learning more or submitting a
letter of intent, reach out to me and I will connect you with the right people.

Check in on My Bills

My biggest legislative priorities continue to be addressing Alaska’s big fiscal issues
and improving the way we plan and budget as a state. I also have other legislation
that I believe can make meaningful changes to our state and district.

Dig into these and let me know if you have any thoughts!

Fiscal Policy

GDP-Based Cap on
Government Spending | SB
36 / SJR 4
Senate Bill 36 is a functional state
spending cap which constructively
links our private sector performance
(measured by GDP) and government
spending. An effective limit like this
one creates stability and predictability
in our budgeting process - in
economic boom years, extra revenues
are pushed forward, preventing the
need for drastic cuts in down years.

Incorporating Strategic
Planning into our Budgeting |
SB 37
Senate Bill 37 reorganizes the 
Executive Budget Act to integrate 
strategic planning and performance 
management into the state’s 
budgeting process. This legislation 
would put state agencies on four year 
strategic operating plans, help the 
Legislature more effectively review 
budgets for each agency, and improve 
transparency for the public. 

Modernizing our Permanent Fund Account | SJR 5
A little background, the Permanent Fund is broken into two accounts, the
constitutionally un-spendable Principal (~70 billion) and the spendable Earnings
Reserve Account (ERA) (~15 billion). In 2018, the Legislature began using a 5 Percent
of Market Value (POMV) draw to manage withdraws from the Permanent Fund. That
5% is based on best practices of other large endowment funds. Since then, yearly
POMV draws and required inflation proofing have begun depleting the ERA.

There is a growing understanding by both the Permanent Fund Corporation and the
Legislature that the two-account structure (where only the ERA is available for
appropriation by the Legislature) could result in a fiscal crisis if the ERA is ever
depleted far enough. At the end of last year, APFC's Board of Trustees produced
"2024 APFC Trustees' Paper 10" which outlines in much more detail the problem and
recommended solution.

SJR 5 consolidates the Principal and the Earnings Reserve into one account
managed for total return. It then constitutionalizes a “no greater than” 5.5% yearly
POMV draw. The expectation is that a lower POMV draw would be put into statute. It
also includes language ensuring that a Permanent Fund dividend is paid yearly
according to a formula in statute. SJR 5 is currently in the Senate Judiciary
Committee.

Modernizing Government

Repealing Unused and
Inactive Funds | SB 163
While we spend our time debating the 
big ticket items, many small expenses 
quietly draw on the state's coffers. A 
few years ago, my Senate Bill 25 
repealed several long-dormant 
accounts that we were still paying to 
maintain and instituted a biennial 
review mechanism to identify more 
inactive funds for repeal. The first 
report came out at the beginning of 
this year and showed that there are 56 
inactive funds currently on the books. 
SB 163 takes the first step toward 
cleaning up our books by repealing 11 
of these funds. This is the sort of good 
governance bills that I am always on 
the look out for!

We had one hearing on the bill last 
week. Now we are working on some 
changes and then will move on to our 
second committee!

Creating an Office of 
Information Technology | SB 
38
Senate Bill 38 recognizes the 
fundamental role of Information 
Technology (IT) projects in innovative 
solutions that can move Alaska into a 
new era of management and 
operations. This bill establishes the 
Office of Information Technology 
within the Department of 
Administration. This legislation creates 
clear roles, guides development of 
structured processes, and 
standardizes management practices 
for overseeing IT projects across state 
agencies. 

Advancing this bill helps to create a 
more efficient, responsive, and 
customer-driven information 
technology landscape in our state, 
ensuring that IT projects continue to 
play a crucial role in enhancing the 
lives of all Alaskans. SB 38 is currently 
in the Senate State Affairs Committee 
and I am working to prepare it for its 
first hearing.

Community Updates

PFD Applications are Open:
PFD applications are available until March 31, 2026. Find it by logging into your

MyAlaska Account or by looking up “Alaska PFD application.” Don’t wait! Submit
your application today!

I am Here to help!

As always, I want to hear from you! Whether you have an opinion you would like to
express or if you need help with anything government-related, please reach out via

email or phone call and I will do the best to assist you.

Reach out!
By Phone: Monday-Friday, 9am to 5pm

By Email: Anytime!

P: 907-465-4949  |  E: Sen.James.Kaufman@akleg.gov

Find Your Community Council

Hillside Community Council Meeting
Wednesday, March 4, 6:30-8:00 PM

Alaska Conference of Seventh-day Adventists State Headquarters building (NOT the
church itself) at 6100 O'Malley Road

Also available on Zoom: Meeting ID: 865 9049 3825 | Passcode: 372912

Huffman/O'Malley Community Council Meeting
Thursday, March 20, 7:00-9:00 PM

In-person at Huffman Elementary School at 12000 Lorraine St
Also available on Zoom:  Meeting ID: 941 5287 1929 | Passcode: 320438

Hillside Home & Land Owners (HALO)
Check online for meeting dates, typically the first Thursday of the month at 7:00PM

Shepherd of the Hills (corner of Klatt Rd & Elmore Rd)
Also available on Zoom: Meeting ID: 455 419 5765 | Passcode: HALO

Find more information at anchoragehalo.org

Abbott Loop Community Council Meeting
Thursday, March 27, 6:30-8:30 PM

Available on Zoom: Meeting ID: 834 4646 7426 | Passcode: ALCC

View email in browser

Get ahold of us!

Sen.James.Kaufman@akleg.gov  |  (907) 465-4949  |  Check out our Website

We still like Snail-Mail:

During Session (January - May): Alaska State Capitol, Room 115, Juneau, AK 99801

During Interim (June-December): 1500 W Benson Blvd, Anchorage, AK 99503
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