HOUSE FI NANCE COWM TTEE
February 25, 2002
1: 59 PM
TAPE HFC 02 — 31, Side A

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:59 PM

VEMBERS PRESENT

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

VEMBERS ABSENT

Representati ve Con Bunde, Vice-Chair

ALSO PRESENT

Senator Gary Stevens; Mke Tibbles, Staff, Representative
Wil lianms; Kevin R tchie, Al aska Minicipal League

PRESENT VI A TELECONFERENCE

There were no tel econference testifiers.
SUMVARY

HB 20 "An Act relating to state aid to municipalities
and certain other recipients, and for the village
public safety officer pr ogr am relating to
muni ci pal dividends; relating to the public safety
foundati on program and providing for an effective
date."

HOUSE BILL NO._ 20

"An Act relating to state aid to municipalities and
certain other recipients, and for the village public
safety of ficer progr am relating to muni ci pa
dividends; relating to the public safety foundation
program and providing for an effective date."
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Co-Chair Ml der MOWED to ADOPT proposed committee
substitute wor k draft 22-1L.S0008\ J, 2/ 22/ 02.
Representative John Davies OBJECTED. He stated a
preference for the original |egislation.

Co-Chair WIIlianms explained that the proposed committee
substitute would sinply the legislation by using the
exi sting | aws.

Aroll call vote was taken on the notion.

I N FAVOR Foster, Harri s, Hudson, Lancast er, Mbses,
VWhi taker, WIIlians, Ml der
OPPCSED: Davi es

Representatives Bunde and Croft were absent from the
vot e.

M KE TI BBLES, STAFF, REPRESENTATIVE W LLI AMS expl ai ned
that the intent was to sinplify the legislation. The
commttee substitute utilizes three existing prograns:
Tax Resource Equali zation, Revenue Sharing for
Muni ci pal Services, and Revenue Sharing for Safe
Communities. The |egislation authorizes appropriations
to these three prograns and adds capital matching
grants and paynents to nunicipalities for costs of
confinement and care of state prisoners (community
jails). The per capita anount was reduced from $150 to
$100. This would result in an estimted annual
appropriation into the Fund from the Earnings Reserve
Account of $59.3 million dollars, based on |ast year's
nunber of permanent fund dividend applicants.

Co-Chair WIIlianms acknow edged that the sponsor did not
support the reduction.

In response to a question by Representative Lancaster,
M. Tibbles explained that the increase was placed in
the Municipal Services program The intent was to place
the nmoney in the program that would give the nost
flexibility to municipalities. It is derived by
f or mul a. Revenue Sharing for Safe Comunities has
priorities and statutory requirenents. The Tax Resource
Equal i zation Program would be funded at the FY02
amount: $8.5 million dollars. The Revenue Sharing for
Muni ci pal Services Program would be $14.0. The total
revenue sharing programwould be $22.5 million dollars.
The Revenue Sharing for Safe Communities Program would
be funded at the FY02 anpunt: $16.8 mllion dollars.
Capital Matching grants would be funded at $15.0
mllion dollars, which is slightly nore than FY02.
Community Jails would be funded at $5 nmillion dollars,
which is between the FYO2 | evel and the Governor's FY03
request.
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Representative Hudson asked what was left out. M.
Ti bbles noted that the original legislation created a
new program and repealed nmunicipal assistance and
revenue sharing. The new program allocated funds to
comuni ti es based on services provided and al |l ocated on
a per capita basis within the service provided.

Representative Hudson observed that the origina
l egislation was for $89 mllion dollars and the
conmittee substitute would be for $59.3 mllion
dollars. M. Tibbles explained that |egislation took
what was left after funding the new program and
allocated it all to capital matching grants. It was
substantially nore than the FY02 anount. He observed
that the FY02 anmount [for capital matching grants] was
$13 or 14 nillion dollars. Under the |Ilegislation
[capital matching grants] would have been $28 nillion
dol | ars. The proposed committee substitute would
allocate $15 million dollars. If there are additional
funds the capital matching grants could be increased.

Representati ve John Davies noted that the sponsor spoke
to the need for flexibility. He questioned how mnuch
flexibility exi sts in t he pr oposed commttee
substitute. He noted that the Legislature my
appropriate to the specific progranms, but questioned
the communities’ flexibility to nove the noney between
appropriations. M. Tibbles clarified that each program
isalittle difference. He explained that the nunber of
road mles or hospital beds wthin the comunity
determ nes their funding under the Municipal Services
Program He thought that communities would have
significant flexibility in how the noney is spent.
St at ut es require that funding under the Safe
Communities Programrequire that the funding be used in
priority of: police, fire, water and sewage, solid
waste and ot her community priorities.

Representative John Davies concluded that within each
specific appropriation there is a variable anount of
flexibility, but that between the appropriations there
no ability to nove funds. M. Tibbles agreed that the
funds could not be shifted wthin appropriations.

In response to a question by Representative Lancaster,
M. Tibbles acknow edged that the nunbers of the
ori gi nal | egislation and the proposed conmttee
substitute are significantly different.

KEVIN RI TCH E, ALASKA MUNI Cl PAL LEAGUE observed that
the commttee substitute would maintain the current
revenue sharing structure. The Al aska Muinicipal League
supports any increase to revenue sharing. He pointed
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out that an advantage of the original legislation is
that it wuld target the funding fornmula toward
services, which would be an advantage creating public
support. He noted that the Alaska Minicipal League
strongly supports inplenentation of a |ong-range
financial plan. The Al aska Minicipal League wll work
to support the legislation as part of a |ong-range
financial plan and additional funding toward revenue
sharing, even if it is wunder the old fornula. He
enphasi zed that even though the original |egislation
would create a new program that it wuld be
under standable for communities. The current funding
formula is rather obscure, but the plan proposed by HB
20 woul d be sinple. Funding under the original version
of HB 20 would be tied to services. He reiterated their
support for a long-range fiscal plan.

Representative John Davies stressed that different
communities have different priorities and needs.

M. Ritchie agreed that flexibility is desirable, but
enphasi zed the need for accountability.

Representative Harris pointed out that $15 nillion
dollars would be appropriated for capital matching
grants, which are fairly flexible.

Co-Chair Ml der spoke in support of retaining the
structure of the commttee substitute and enphasized
its flexibility. He pointed out that all communities do
not use the noney in the sanme way. Sonme conmunities use
their funds for property tax relief, local support to
education, or basic operations. He acknow edged that
the funding level in the commttee substitute is not as
great as contained in the original but noted that it is
a 20 percent bunp over FY02 (50 mllion to 60 mllion
dollars). He observed that wthout the legislation
muni ci palities mght be facing another reduction to
muni ci pal assistance and safe communities. It would
provide municipalities sone relief in an affordabl e way
and builds support for the use of surplus earnings of
the Permanent Fund for essential comrunity services,
tax relief or however the community sees fit. He did
not think that $100 per person would be unreasonabl e.
He stressed that the intent is to pass |legislation that
can be enacted into | aw.

Represent ati ve Lancaster observed that nenbers that may
agree with the commttee substitute are concern that
there m ght not be another opportunity to anmend anot her
appropriation bill

Co-Chair Ml der stated his intention in pursuing a
revenue package.
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Co-Chair Ml der noted his intent to take up the
suppl enent al | egislation on Friday, under bills
previ ously heard/ schedul ed.

HB 20 was heard and HELD in Commttee for further
consi derati on.

ADJ QURNVENT

The neeting was adjourned at 2:29 PM
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