HOUSE FI NANCE COWM TTEE
January 24, 2001
3.20 PM
TAPE HFC 01 — 19, Side 1

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 3:20 PM

VEMBERS PRESENT

Representative El don Mul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Con Bunde, Vice-Chair
Representative Eric Croft
Representati ve John Davi es
Representative Ri chard Foster
Representative Carl Mses
Representative John Harris
Representative Bill Hudson
Represent ati ve Ken Lancaster
Representative Ji m Wit aker

VEMBERS ABSENT

NONE
ALSO PRESENT

Annal ee MConnell, Drector, Ofice of Mnagenent and
Budget, Ofice of the Governor; David Teal, D rector,
Legi sl ative Finance Division.

SUMVARY

HB 45 "An Act meking appropriations for the operating
and | oan program expenses of state governnent, for
certain prograns, and to capitalize funds; making
appropriations under art. I X, sec. 17(c),
Constitution of the State of Al aska, from the
constitutional budget reserve fund; and providing
for an effective date."
HB 45 was heard and HELD in Commttee for further
consi derati on.

HB 46 "An Act meking appropriations for the operating

and capital expenses of the state's integrated
conprehensi ve nental health program and providing
for an effective date."
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HB 46 was heard and HELD in Conmttee for further
consi derati on.

#hb45

HOUSE Bl LL NO. 45

"An Act making appropriations for the operating and
| oan program expenses of state governnment, for certain
pr ogr ans, and to capitalize f unds; maki ng
appropriations under art. 11X, sec. 17(c), Constitution
of the State of Alaska, fromthe constitutional budget
reserve fund; and providing for an effective date."

ANNALEE MCCONNELL, DI RECTOR, OFFI CE OF MANAGEMENT AND
BUDGET, OFFI CE OF THE GOVERNOR revi ewed the Governor’s FY02
Qperating Budget as contained in HB 45 and HB 46. She
observed that changes to the automative system have all owed
additional information to be presented to the public, via
the Internet. Information on the operating and capital
budgets can be found on the Ofice of Managenent and
Budget’s web page http://ww. gov. st ate. ak. us/ onb/ akonb. ht m
She reviewed information contained on the Internet. Budget
detail for the capital and operating budget is avail able.
The operating budget is reviewed by departnent summary,
budget request units and conponents. The capital budget can
be reviewed by program area, election district, community
and departnent. Perfornmance neasures are contained in each
departnent summary and as a separate item

Ms. MConnell expressed hope that subconm ttee discussions
woul d enconpass recommendations of additional measures or
changes to existing neasures by the Ofice of the Governor.
The intent is not to wite perfornmance neasures for every
item but to focus on the nost critical itenms. There has
been progress in the nove toward consensus between the
Legi sl ature and Adm nistration. Additional work is needed to
devel op a common vocabul ary. The Adm nistration has plans to
revise the automative budget system to better address the
needs of the Legislature and the Adm nistration.

Representative John Davies expressed appreciation for the
aut omati ve budget system

Ms. McConnel |l discussed prinmary goals of the Governor’s FY02
budget. She identified four focus areas: pronotion of state
resources in order to develop areas that will create jobs,
education, protection for famlies and children, and the
mai nt enance of a responsible level of state services. She
mai nt ai ned that there has been an erosion of services, which
has resulted in increased wait tines for sone state services
and poor performance in sone neasures.

Ms. MConnell highlighted areas contained in the FY02

budget. She noted that the $7.2 billion dollar FY02 budget
is approximately $300 mllion dollars above the FYOl | evel
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A third of the budget cones from the state's investnents.
The majority of the state's investnents are from the
Permanent Fund and are reinvested back into inflation
proofing and permanent fund dividends: $1.9 billion dollars
of the total $7.2 billion dollar budget. The state expects
to receive approximately $100 million dollars nore federa
funds in FYO2 then were received in FYOl. There is a $145
mllion dollar general fund increase in FY02. She stressed
that the shift toward |ooking at the entire budget rather
than the general fund anmobunt has been beneficial.

Ms. MConnell expressed confidence that the budget has
retained the sane |level of scrutiny given to previous
budgets. The Adm nistration anticipates that oil prices wll
not remain as high through FY02. The budget assunes a
deficit of $500 million dollars, which would be drawmn from
the Constitutional Budget Reserve.

Ms. McConnel |l | ooked at specific areas. She noted that there
will be a supplenental request for the gas Iline. She
observed that transportation inprovenents in the capital
budget continue and acknow edged the difficulty of keeping
pace with mai ntenance costs. The Adm nistration proposes to
reinvest welfare reforns savings to prograns that assist
famlies to get off and stay off of welfare.

Ms. MConnell referred to education and early devel opnment

prograns. There wll be a substantial anount of federal
noney for education and early developnment prograns.
Recommendations wll cone from the Governor's Quality

Educati on Task Force for additional education resources. She
noted that the governor has requested $16.9 mllion dollars
for the University of Al aska.

Ms. McConnel |l discussed issues concerning public safety. She
observed that a pay increase is needed to encourage
| ongevity in village public safety officers. Wrk needs to
be done in prograns addressing juvenile and adult defenders,
and child protection, child support enforcenent and senior
services. She observed that there are also a nunber of
concerns in the area of energency services.

Ms. McConnell noted that substantial work is proposed in the
area of alcohol. There is a package of proposals to address
rural and urban issues regarding al cohol.

Ms. MConnell noted that one area addressed early, is the
cost of maintaining existing services. She noted that $80
mllion dollars in general funds is needed to keep pace with
current service levels. There is a $28 mllion dollar
increase to pay debt service in FYO2 due to new debt and the
exhaustion of debt retirenent funds. Seven mllion dollars
for the public health | aboratory and the Anchorage jail were
funded for part of FYOl. There are statutory and contract
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obligations that need to be continued including $15 mllion
dollars in services, which were funded from one-tine
appropriations or the last year of nultiple year federal
grants. Approxinmately $4 mllion dollars is needed to
address areas where the workload has outstripped the ability
to keep up with need. For exanple, mners at the annual
Fai rbanks m ning conference indicated that their ability to
create jobs was hanpered by the state's inability to permt.
She concluded that the state of Al aska needs to continue to
pay its obligations.

HB 45 was heard and HELD in Commttee for further
consideration during the neeting.

#hb46

HOUSE Bl LL NO. 46

"An Act making appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensi ve nental health program and providing for
an effective date.™

Ms. McConnel | explained that the summary information
conbi nes t he ment al heat h and non- ment al heal t h
expenditures, although they are passed separately. The
Governor works with the Al aska Mental Health Trust Authority
to pronote new prograns that can make inprovenents.

HB 46 was heard and HELD in Committee for further
consi derati on.

#hb45

HOUSE Bl LL NO. 45

"An Act making appropriations for the operating and
| oan program expenses of state governnent, for certain
pr ogr ans, and to capitalize funds; maki ng
appropriations under art. 11X, sec. 17(c), Constitution
of the State of Alaska, fromthe constitutional budget
reserve fund; and providing for an effective date."

Representative Harris noted that there would be a $500
mllion dollar deficit if the Governor’s proposal were
foll owed. He questioned if the Governor is prepared to |ead
the way on revenue enhancenents. M. MConnell responded
that discussions have occurred regarding a trigger that
woul d kick in when the Constitutional Budget Reserve reached
the $1 billion dollar level. She stressed that there needs
to be further discussions with the public. A conbination of
measures would be nore effective than one. She enphasized
that presenting a plan to the public wll be difficult
w t hout public discussions. The process will be as inportant
as what is developed in the end. Representative Harris
reiterated the need for a leader and questioned if the
Governor is willing to be the one. Ms. MConnell stressed
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that discussions need to proceed before a specific
| egi sl ative plan can be devel oped.

Representative Hudson enphasized that there needs to be
| egi slation and funding to bring the issue to the public. He
stressed that the state is $500 million dollars in arrears
for the FY02 budget. He stressed the need to discuss
specifics. Ms. McConnell responded that the there needs to a
conbination of tools and that the key words are “working
with”.

Vi ce-Chair Bunde pointed out that there are bills in the
current Legislature that woul d devel op revenue sources.

Co-Chair WIllianms comrented that m ssions and neasures help
| egi slators and the public to understand which services are
needed.

HB 45 was heard and HELD in Commttee for further
consi derati on.

#

ADJ OURNVENT

The neeting was adjourned at 4:00 p. m
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