HOUSE FI NANCE COW TTEE
March 15, 2002
3: 44 PM

TAPE HFC 02 — 49, Side A
TAPE HFC 02 - 49, Side B
TAPE HFC 02 - 50, Side A

CALL TO ORDER

Co-Chair Mulder called the House Finance Conmttee neeting
to order at 3:44 PM

VEMBERS PRESENT

Representative El don Miul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-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

None
ALSO PRESENT

Representative Ethan Berkowitz; Representative Gary Stevens;
David Teal, Director, Legislative Finance Division; Karen
Rehfeld, Director, D vision of Education Support Services,
Department of Education and Early Devel opnent; Annal ee
McConnell, Director, Ofice of Managenent and Budget, Ofice
of the Governor: Tom Lawson, Director, Admnistrative
Servi ces, Departnent of Community and Econom c Devel opnent;

PRESENT VI A TELECONFERENCE

There were no tel econference testifiers.
SUMVARY

HB 403 "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 Alaska, from the
constitutional budget reserve fund; and providing
for an effective date."
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The foll ow ng anendnents were consi der ed:
Techni cal Anendnents 1 -3

Language Anmendnents 1 — 6

Community & Econom ¢ Devel opnent Anmendnent - 6
Fi sh and Gane Anendnent 3

University Amendnent 2

Heal th and Social Services Amendnent 11

Envi ronment al Conservati on Amendnent 1

HB 403 was Anended and HELD in Conmttee for
further consideration.

HB 404 "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."

The foll ow ng anendnents were consi der ed:
Techni cal Anendnents 1 -3

Language Anmendnents 1 — 6

Labor Amendnent 1

Fi sh and Gane Anendnent 3

University Amendnent 2

Heal t h and Soci al Services Anendnent 11
Envi ronnent al Conservati on Anendnent 1

HB 404 was Anended and HELD in Commttee for
further consideration.

#hb403

#hb404

HOUSE Bl LL NO. 403

"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."

HOUSE BI LL NO. 404

"An Act meking 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.™

Co-Chair Ml der MOVED to ADOPT Anendnent TEC- 1.

DAVID TEAL, Dl RECTOR, LEA SLATIVE FINANCE DI VI SI ON,
expl ai ned that Anmendnents TEC-1 and TECH 2 are corrections
of errors by the Legislative Finance Division. Co-Chair
Mul der observed that the substance of the anendnents were
included in the subcommttee reports.
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There bei ng NO OBJECTI ON, Amendnent TEC- 1 was adopt ed.
Co- Chair Mul der MOVED to ADOPT Anmendnent TEGC 2.
| nsert:

No noney appropriated in this appropriation nay be
expended for an abortion that is not a nmandatory
service required under AS 47.07.030 (a)

The noney appropriated for Medical Assistance may be
expended only for mandatory services require under
Title XIX of the Social Security Act and for optiona
services offered by the state under the state plan for
medi cal assi stance that has been approved by the United
States Departnent of Health and Human Services. This
statenent is a statement of the purpose of the
appropriation for Medical Assistance and is neither
nerely descriptive |anguage nor a statenent of
| egi sl ative intent.

It is the intent of the legislature that the anount
appropriated in this appropriation is the full anount
that will be appropriated for Medical Assistance for
the fiscal year ending June 30, 2003. [f the anopunt
appropriated in this appropriation is not sufficient to
cover the costs of Medical Assistance for all eligible
persons, the departnent shall elimnate coverage for
optional nedical services that have a federal match and
optionally eligible groups of individuals in accordance
wth AS 47.07.035. It is the intent of the legislature
that requests for supplenmental appropriations for
Medi cal Assistance for the fiscal year ending June 30.
2003 will not be approved. This intent covers the
budget ed reductions to Medicaid, but does not apply to
any loss of funds that may occur if the departnent’s
“Fair Share” funding nechanismis not approved by the
federal governnent.

M. Teal explained that the Legislative Finance Division
failed to incorporate intended subcommttee |anguage into
the bill. This amendnent corrects this omssion. The
anendnent did not change the | anguage of the Subconmttee.

Representative John Davies did not object to the adoption of
the anmendnent, but felt that the |anguage in the anendnent
reconmmended by the Subcommittee was wunconstitutional and
mai ntai ned that it has no effect on the budget. There being
NO OBJECTI ON, TEG- 2 was adopt ed.

Co-Chair Mul der MOVED to ADOPT Amendnent TEC 3.
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*  Sec. 10. LEQ SLATI VE  FI NDI NGS. The noney
appropriated by this Act my be expended only in
accordance wth the purpose of the appropriation under
whi ch t he expenditure IS aut hori zed. Money
appropriated by this Act may not be expended for or
transferred to a purpose other than the purpose for
whi ch the appropriation is nmade unless the transfer is
authorized by the legislature by |aw See, Al aska
Legislative Council v. Knowes, 21 P.3d 367 (Al aska
2001). Al appropriations nmade by this Act are subject
to AS 37.07.080(e). A paynent or authorization of a
paynment not authorized by this Act may be a violation
of AS 37.10.030 and may result in action under AS
37.10.030 to nmake good to the state the anount of an

illegal, inproper, or incorrect paynent that does not
represent a legal obligation under the appropriation
i nvol ved.

M. Teal explained that the Health and Social Services
Subcomm ttee added the | anguage without direction as to its
pl acenent. The Legislative Finance Division placed the
| anguage at the beginning of Section 1. The Legislative
Legal Section recomended that the | anguage be placed in the
| anguage section. The wording is identical.

There being NO OBJECTI ON, TEC- 3 was adopt ed.

Co-Chair Ml der MOVED to ADOPT Anendnent LANG 2. Co-Chair
Wl lianms OBJECTED for the purpose of discussion.

| NSERT:

Section NATI ONAL FOREST RECEI PTS. The unexpended and
unobl i gat ed bal ance of federal noney apportioned to the
state as national forest inconme that the Departnent of
Community and Economic Devel opnment determ nes would
| apse into the unrestricted portion of the general fund
June 30, 2003, under AS 41.15.180(j) is appropriated as
fol |l ows:

(1) The sum of $170,000 is appropriated to the
Departnent of Transportation and Public Facilities,
conmmi ssioner’s office, for road mai ntenance in the
unor gani zed borough; and

(2) The balance remaining is appropriated to hone
rule cities, first class cities, second class
cities, a nmunicipality organized under federal |aw,
or regional educational attendance areas entitled to
paynment from the national forest inconme for the
fiscal year ending June 30, 2003, to be allocated
anong the recipients of national forest incone
according to their pro rata share of the tota
anount distributed under AS 41.15.180(c) and (d) for
the fiscal year ending June 30, 2003.
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This section nust have been unintentionally omtted
when the | anguage section was redrafted. This federally
funded program al | ocates federal funding to communities
based on formula. Due to various factors in the fornula
there are sone funds that are not allocated to
communities and that |apse each year. This |anguage
section appropriates $170,000 of the |apse anbunt to
the Departnent of Transportation and Public Facilities
for road maintenance in the unorganized borough, and
then allows the remaining amount to be spread again by
the formula. Failure to include this |anguage section
would result in funding not being available to DOT-PF
for unorgani zed borough road nmaintenance, plus allow
federal funds to lapse into the general fund, which
shoul d be used by the communities entitled to it.

TOM LAWSON, DI RECTOR, ADM NI STRATI VE SERVI CES, DEPARTMENT OF
COMVUNI TY AND ECONOM C DEVELOPMENT, explained that the
federal formula was changed and $600 - $700 thousand dol |l ars
wer e added. The anmendnent woul d reappropriate the funds and
prevent a |apse into the General Fund.

Representative Hudson noted that it was an unintentional
om ssion and that the |anguage is needed to distribute the
funds to the nmunicipalities.

In response to a question by Representative John Davies, M.
Lawson noted that the funds are used for nmaintenance of
schools and roads. The balance is $600 thousand dollars
m nus $170 thousand dol |l ars [ $430, 000].

There bei ng NO OBJECTI ON, Amendnent LANG 2 was adopt ed.
Co- Chair Mul der MOVED t o ADOPT LANG 3.

Sec. 15 LEARNING OPPORTUNITY GRANTS. The sum of
$12,372,000 is appropriated from the general fund to
the Departnent of Education and Early Devel opnent for
the fiscal year ending June 30, 2003, for paynent as
| earning opportunity grants to school districts based
on the school district’s average daily nmenbership to
pay for supplenental student instructional prograns
intended to inprove student perfornmance. Learning
opportunity grants will provide the opportunity to nove
schools toward standards-based education, including
vocati onal education prograns. The increased funding is
available to pay for costs associated with inproving
st udent performance by devel oping standards-based
pr ogr ans, including inplenentation of st andar ds,
aligning student assessnent to standards, adopting
instructional nodels based on basic skills, performnce
tasks, and projects, and adopting a standards-based
reporting system Acconplishing this goal may include
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acquisition of t ext books and ot her educat i onal
mat eri al .

Co-Chair Mul der observed that the Departnent has denied
rural districts’ applications to hire trainers. The trainers
would be used to assist in transition to standards based

prograns simlar to the Chugach School District. He
expl ai ned that |anguage would be clarified by the deletion
of  “suppl enent al student”. There being NO OBJECTI ON

“suppl enent al student” was del eted fromthe anmendnent.

KAREN REHFELD, DI RECTOR, DIVISION OF EDUCATION SUPPORT
SERVI CES, DEPARTMENT OF EDUCATI ON AND EARLY DEVELOPMENT,
stated that the Departnent understands the intent of the
anmendnent. Since the funding is outside of the Foundation
Program the departnent has attenpted to nmake sure that it
can denonstrate to the legislature that school districts are
accountable for the funds. The Departnent has been |imted
in their use of the funds.

Representative John Davies questioned how the funds were
used before adoption of the amendnent and how they woul d be
used after the adoption of the anendnent. M. Rehfeld
explained this is the second year of the grants. Fundi ng has
been used for a variety of purposes. The grants are focused
on supplenmental student and instructional progranms, such as
tutoring and sumrer school. The original appropriation was
specifically to assist students on the benchmark and exit
exans. The | anguage was expanded in the last year. Schoo
districts would be able to use the funds for activities
related to professional developnment or transition to
st andards based prograns. Qutconmes woul d have to be neasured
in order to assure further funding.

Co-Chair Mulder clarified that use of the funds woul d not be
constricted. School districts would have nore flexibility in
utilizing the funds. Rural school districts would be all owed
to hire trainers to help transition into standards based
curricul uns.

Ms. Rehfeld added that the Departnent has directed districts
to other fund sources in situations where the district’s
request did not fall under the grants. It’s clear that the
Legislature would I|like the Departnent to broaden the
application of the grants as | ong as neasurabl e gains can be
denonstr at ed.

Co-Chair Mil der agreed that the connection should be made to
results.

Co- Chair Miul der MOVED to ADOPT Anmendnent LANG 4.
* Sec. 32. SALARY AND BENEFI T ADJUSTMENTS. (a) The
operating budget appropriations nmade to the University
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of Alaska in sec. 1 of this Act include anmounts for
sal ary and benefit adjustnents for university enpl oyees
who are not nenbers of a collective bargaining unit and
for inmplenmenting the nonetary terns of the follow ng
col l ective bar gai ni ng agreenents W th entities
representing enpl oyees of the University of Al aska:
(1) Al aska  Hi gher Education Crafts and Trades
Enmpl oyees;
(2) Al aska Community Col | eges' Federation of Teachers;
(3) United Academ cs;
(4) United Academ cs- Adj uncts.
(b) The operating budget appropriations nmade to the
executive branch of state governnent in sec. 1, 4, and
7 of this Act include amounts for salary and benefit
adj ustnents  for public officials, of ficers, and
enpl oyees of the executive branch who are not nenbers
of a collective bargaining unit and for inplenenting
the nonetary terns of the followng «collective
bar gai ni ng agreenents:
(1) Al aska Public Enployees Association, for the
Supervisory Unit;
(2) Alaska State Enployees Association, for the
General CGovernnent Unit;
(3) Alaska Vocational Technical Center Teachers
Associ ation, representing teachers at the Al aska
Vocati onal Technical Center
(4) Al yeska Correspondence  School Educati on
Associ ation, representing teachers at the Al yeska
Central School ;
(5) Confidential Enployees Association;
(6) | nl andboat men’ s Union  of the Pacific,
representing the unlicensed marine unit;
(7) International Organization of Misters, Mates,
and Pilots, Pacific Miritime Region, for the
Masters, Mates, and Pilots Unit;
(8) Marine Engineers Beneficial Associ ati on,
representing licensed engineers enployed by the
Al aska mari ne hi ghway system
(9) Public Enployees Local 71, for the Labor,
Trades and Crafts Unit;
(10) Public Safety Enpl oyees Association, for the
Correctional Oficers Unit;
(11) Publ i c Saf ety Enpl oyees Associ ati on
representing state troopers and ot her conm ssi oned
| aw enf or cenent personnel;
(12) Teachers’ Education Association of M.
Edgecunbe.
(c) The operating budget appropriations made to
the Alaska Court System in sec. 1 of this Act
i ncl ude anmounts for salary and benefit adjustnents
for Al aska Court System enpl oyees.
(d) The operating budget appropriations nmade to
the |l egislative branch of state governnment in sec.
1 of this Act include amounts for salary and
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benefit adj ust nent s for enpl oyees of t he
| egislature and for benefit adjustnents for
| egi sl ators.

Co-Chair Miulder noted that the anendnent reflects the
acceptance of the state enployee contracts. Representative
John Davies clarified that the intent is that contracts be
accepted, regardless of the level of funding. Co-Chair
Mul der agr eed.

There bei ng NO OBJECTI ON, Amendnent LANG 4 was adopt ed.
Representati ve Hudson MOVED to ADOPT Anendnent LAB-1
ADD
Department: Labor and Wor kf orce Devel opnent
BRU. O fice of the Governor

Conmponent: Cccupational Safety & Health

Federal Receipts 50, 000

Wrkers’ Safety Account 23, 000

DESCRI PTI ON:
Representative John Davies OBJECTED for the purpose of
di scussi on. Representative Hudson explained that t he
anendnent corrects an error. This non-general f unded

increase was inadvertently excluded from the Finance
Subcomm ttee budget proposal. This anmendnent would restore
the additional matching funds to allow the Occupationa
Safety and Health conponent to fill an existing Industrial
Hygi eni st position that has been held vacant for |ack of
sufficient state match for existing federal funds.
Currently, the conpliance assistance program has a two-nonth
backlog on health consultation requests from Al askan
busi nesses. The anendnment would allow the use of federa
funds to hire the position.

There bei ng NO OBJECTI ON, LAB-1 was adopt ed.

Representative John Davies MOVED to ADOPT Anmendnent LANG 5.
Co- Chair Mul der OBJECTED for the purpose of discussion.

Sec. 29. CONDI TI ONAL  EFFECT OF  APPROPRI ATI ONS.
Not wi t hst andi ng any contrary provision of this Act, no
noney may be expended under the authority of an
appropriation nmade by this Act, unless and until

(1)A bill or bills that will generate
at | east $410, 000, 000 new state revenue
annually is passed by the Twenty-Second Al aska State
Legi sl ature and enacted into | aw;, and

(2) Abill or bills t hat (A
establishes a municipal dividend program (B) changes
the anobunt available for distribution from earnings of
the permanent fund to a fornula based on a percentage
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of the market value of the permanent fund, and (C
authorizes 50 percent of the anpunt available for
distribution from the income of the permanent fund to
be transferred to the dividend fund (AS 43.23.045) and
the other 50 percent of the anount available for
distribution from the income of the permanent fund to
be transferred to the general fund is passed by the
Twent y- Second Al aska State Legislature and enacted into
| aw. ”

Representative John Davies explained that the amendnent
woul d condition the entire operating budget on the adoption
of a fiscal plan. The anendnent would direct the Legislature
to establish bills that would: generate approximtely $410
mllion dollars in new state revenues, establish a nuni ci pal
di vidend program change the calculation of the earnings of
the Permanent Fund to a percent of narket approach and
aut horize a 50/50 split of the dividend stream to dividends
and the Ceneral Fund. He explained that this would satisfy
the intent of the Policy Fiscal Caucus.

Representative Croft added that the anmendnent not only
i ncorporates the sense of the caucus, but that it inplenments
many of the details. It also establishes a permanent fund
dividend and nunicipal dividend. He felt that it was the
nost inportant anmendnent before the Conmttee. He stressed
that a budget nust include a plan. He stated that it would
be inpossible to adequately address the needs of the state
of Alaska wthout a plan. The tw are |inked. He
acknowl edged that the provision could be renoved in the
ot her body. He stressed the need to make a statenent that a
budget woul d not be passed without a plan. The anmendnent is
specific and balances the budget, which would provide
stability and allow the state to have a budget for decades.

Representative John Davies observed that one of the
argunents nmade to pass the budget before the plan was that
it was necessary to denonstrate that there is discipline. He
mai ntained that if that is the nessage, it should be part of
the plan. The anendnent would tie the operating budget wth
the revenue and send the nessage that there is commtnent to
budget discipline. He stressed the inportance for the House
to send the nessage that it views the two as a package. He
clarified that the |anguage does not proscribe or prevent
the option of phasing the inpact of any new revenues.

Representati ve Hudson agreed with many of the statenents of
Representative John Davies and Representative Croft. He
noted that the Caucus has attenpted to develop a plan where
revenues on a recurring basis were appropriate to
expendi tures. He observed that he woul d oppose the anendnent
with deference to an amendnent that he would offer at
another tinme. He showed respect for the |eadership decision
to nove the budget ahead of the fiscal plan.
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Representati ve Wi taker agreed with comrents of the previous
speakers, but noted that the anmendnent infers that the state
of Alaska is at the point of “no return”. He nmaintained that
while the state is close, it is not yet at the point of “no
return”. He felt that there was strategic wsdom with a
cauti ous approach in regards to the |inkage of the budget to
a long-term pl an.

Co-Chair Ml der enphasized that the Co-Chairs are serious
about placing a revenue package before the Commttee and
that it is their goal to nobve a package from Commttee by
the end of the next week.

Representative Lancaster reiterated that there were
assurances from the Co-Chairs that a fiscal plan would be
devel oped.

Representative John Davies stressed the nerit of |inking the
[ budget to a plan].

Aroll call vote was taken on the notion to adopt LANG 5.

IN FAVOR: Croft, Davies, Mbses
OPPOSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
VWhi taker, WIIlians, Ml der

The MOTI ON FAI LED (3-8).

Representative Hudson anended Anmendnent LANG 1 by reducing
“$750” mllion to “$600” mllion and MOVED to ADOPT an
anmended Anmendnent LANG 1

* Sec. 38. CONSTI TUTI ONAL BUDGET RESERVE FUND. (a)
Deposits in the budget reserve fund (art. 11X, sec. 17,
Constitution of the State of Alaska) for fiscal year
2002 that were made from sub funds and accounts ot her
than the operating general fund (state accounting
system fund nunber 11100) by operation of art. IX sec.
17(d), Constitution of the State of Al aska, to repay
appropriations from the budget reserve fund are
appropriated from the budget reserve fund to the sub
funds and accounts from which they were transferred.

(b) If the wunrestricted state revenue available for
appropriation in fiscal year 2003 is insufficient to
cover the general fund appropriations nmade for fisca

year 2003, the anobunt necessary to bal ance revenue and
gener al fund appropriations, not to exceed
$600, 000, 000, is appropriated to the general fund from
t he budget reserve fund (art. |IX, sec. 17, Constitution
of the State of Al aska).

(c) The sum of $125,000 is appropriated fromthe budget
reserve fund (art. IX sec. 17, Constitution of the
State of Al aska) to the Departnent of Revenue, treasury

House Fi nance Committee 10 03/ 15/ 02 3:44 PM



division, for the fiscal year ending June 30, 2003, for
i nvest nent managenent fees for the budget reserve fund

(art. IX sec. 17, Constitution of the State of
Al aska) .

(d) The appropriations in (a) - (c) of this section are
made under art. |X, sec. 17(c), Constitution of the

State of Al aska.

Representative Croft OBJECTED. He pointed out that Amendnent
LANG 5 articulated the specifics of a fiscal plan, which
would fill the gap. Amendment LANG 1 does not provide the
specifics. He maintained that the anmendnent is an attenpt to
“scare yourself out of going over” the cliff.

Representative Hudson stated that his intent in limting the
anount of noney that could be taken from the Constitutional
Budget Reserve (CBR) was to require action to increase
revenues from other sources. The anendnent intends to set up
a bar of $600 million dollars for withdraws from the CBR
Under the Fiscal Policy Caucus’ plan, funds would be
generated froma statew de sales tax and a percentage of the
earni ngs of the Permanent Fund woul d reduce [the draw on the
CBR]. He pointed out that it would not be wise to take nore
than $350 million dollars out of the econony in the first
year. The intent of the anendnent is to spur or require
action on other revenue generating neasures. Wth a $600
mllion dollar cap on the CBR the state-operating budget
woul d be approximately $400 mllion dollars short.

ANNALEE MCCONNELL, DI RECTOR, OFFI CE OF MANAGEMENT AND
BUDCGET, OFFICE OF THE GOVERNOR, nmaintained that there is
broad support for increasing revenues and stated that the
Governor would do all that he could to help. She noted that
there is a practical problem of the cash flow in the state
of Alaska. In 1999, the state estimated a $685 nillion
dollar draw on the CBR (based on $15.32 a barrel oil). At
the same tinme the first cap of $700 million dollars was
placed on the CBR After adjournnent the price of oi
dropped to an average of $12.70 per barrel oil. The anount
needed to fill the budget gap was greater than the cap. The
state borrows fromthe CBR at the beginning of the year due
to a variety of factors. In FY 02, the state has borrowed
$700 mllion dollars for cash flow purposes and antici pates
the need for another $100 mllion dollars. Wen the
Legi sl ature canme back into session it authorized an increase
in the CBR cap. She questioned how the state would operate
under simlar circunstances if the Legislature were not in
session and able to increase the cap. She pointed out that
even if the ultimte expenditures were within the cap that
the state mght need a greater anount in the beginning of
the fiscal year for cash fl ow purposes.

TAPE HFC 02 - 49, Side B
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In response to a question by Representative Whitaker, M.
McConnel |l explained that the Legislature would have to
change the wultimate dollar anmount from the original
Assuming flat funding, the fiscal 2003 deficit would be
close. A drop of $600 million dollars would be difficult to
i npl ement in 6 nonths.

Vi ce-Chair Bunde questioned if the Admnistration is nore
concerned with the nmethod or the anmpbunt and questioned if
the concern would remain at a $750 million dollar cap. M.
McConnell stated that they would retain their concerns
because it is inpossible to know the out cone from
projections. She noted that the bigger the cap the less the
concern.

Representati ve Wi taker questioned what occurs if the [CBR
draw] is not paid back. Ms. McConnell explained that the CBR
could be used to the extent needed to conplete the budget.
During the year the state borrows and returns these funds
when the cash flow allows. The final total is not known
until the books are closed. Representative Witaker asked if
the Adm nistration would not sinply ask the next |egislature
for a ratification of the amunt spent. M. MConnel
expressed concern that the state of Alaska s bond ratings
could be affected. Ratifications could present problens. She
did not think it would set a good precedent.

Representative Wiitaker did not think it would have nore
than a mnimal affect on the bond rating.

Ms. MConnell pointed out that there is uncertainty for
t hose receiving services or state paynents.

Representative Davies expressed concern that the |anguage
could be used by the other body in ways that the House does
not i ntend.

Representative Davies MOWED to Anmend the amendnent by
substituting: It is the intent of +the House that in
preparing the FY 03 Budget that the CBR draw be limted to
$600 mllion dollars and that the remaining $400 nillion
dol | ars be derived from new revenues.

The Mdtion was Hel d.

Representative Hudson pointed out that use of the CBR is
always a loan and it is repayable. He observed that $4.5
billion dollars have been borrowed from the CBR, which has
not been paid back. The anmendnent is a statenent of the
intent to conme up with supplenental revenues. The goal is to
restrain the draw down on the CBR so that it could act as a
shock absorber to the General Fund. The earnings of the
Per manent Fund would be next if the CBR is depleted in the
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next year. He felt that the proposed anendnent by
Representati ve Davies woul d be a reasonabl e substitute.

Vi ce-Chair Bunde observed that the intent is to limt the
CBR draw to $600 million dollars, thus requiring new revenue
devel opnent .

Representative Davies reiterated the notion: It is the
intent of the House that in preparing the FY 03 Budget that
the CBR draw be limted to $600 mllion dollars and that the
remai ning $400 million dollars be derived from new revenues.

Representative Davies enphasized that nothing will cone to
fruition wi thout the passage of new revenue neasures.

Co-Chair Miulder noted that the draw from the CBR is still
needed.

Ms. McConnell clarified that the $400 nmillion dollars m ght
not be seen.

There being NO OBJECTI ON, Amendnment LANG 1 as anended was
adopt ed.

Representative Lancaster MOVED to ADOPT Anendnent CED-6. He
explained that the anmendnent would restore State Revenue
Sharing and the Safe Communities Programto the FY02 |evel.
He spoke in support of the anmendnent and observed that
communities have lost 50% of their state support over the
years.

Co-Chair Miul der OBJECTED. He pointed out that HB 20 woul d
provide a $10 mllion dollar increnent for State Revenue
Sharing and the Safe Comrunities Program

Representative Croft MWED to ADOPT an anendnent to
Amendnent CED-6: “The appropriation in this anendnent does
not becone effective if HB 20 becones law, with a conmunity
dividend raising and distributing to nunicipalities at |east
$50 mllion dollars.” The appropriation and limtation would
be one unit in the budget.

There being NO OBJECTION, it was so ordered.

Representative John Davies stressed that they have to vote
on the budget before the passage of HB 20.

Representative Croft spoke in support of the anmendnent. He
pointed out that the anmendnent would provide assurance to
muni cipalities. Representative Davies added that the fate of
HB 20 is uncertain.

A roll call vote was taken on the notion to adopt Amendnent
CEC- 6.
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I N FAVOR: Lancaster, Mses, Croft, Davies, Hudson
OPPOSED: Wi t aker, Bunde, Foster, Harris, WIlians, Ml der

The MOTI ON FAI LED (5-6).

Representative Croft MOVED to ADOPT Anendnent FG 3.
DELETE
Departnent of Fish and Gane

BRU. Adm ni strati on and Support
Conponent : St at e Subsi st ence

Fund Source Anount

|/ A Receipts 538, 100
Federal Receipts 2,253, 500
Statutory Designated Recei pts70, 100
EVCSS 369, 200
ADD

Departnent of Fish and Gane
BRU. Subsi st ence
Conponent : Subsi st ence

Fund Source Anpount
CGeneral Funds 224,100
Conmponent : Resear ch and Mnitoring

Fund Source Anpount
CGeneral Funds 924, 000

|/ A Receipts 497, 500
Conponent : Subsi st ence Special Projects
Fund Source Anount
Federal Funds 2, 253, 500

|/ A Receipts 40, 600

Statutory Designated Recei pts70, 100

Conponent : Subsi stence EVOS Restoration Projects
Fund Source Anpunt
EVCSS 369, 200

Representative Croft noted that the amendnent restores all
general funds to the Division of Subsistence, and transfers
federal and other receipt authority from the Adm nistration
and Support BRU to the Subsistence BRU. The Division of
Subsi stence gathers the information that provides the basis
for what is the highest priority use of fish and gane
resources. Elimnation of the Division would have a nost
dramatic effect. Information would be lost. Statutes
identify subsistence as the highest use of fish and gane.
The data provided by the Division allows the identification
of resource for sport and comercial fishing and hunting. He
mai nt ai ned that sport and conmerci al use would be
j eopardi zed by the deletion of the Division. He stressed the
affect on the rural/urban divide. He questioned how state
control could return without a Division of Subsistence.
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Co-Chair WIllianms maintained that the federal governnent

does not listen to the state's recomrendati ons and that
Native foods are being depleted. He pointed out that the
CGovernor has a bill to address subsi stence concerns.

Vi ce- Chair Bunde thought that the State should “do the | east
harni. He pointed out that there are few options for general
fund reductions in the Departnment’s budget. He explained
that reductions were taken from the Division of Subsistence
as the area of |east harm He observed that the Division of
Subsi stence retains $3 million dollars in federal funding.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies, Foster, Moses

OPPOSED: Wi t aker, Bunde, Harri s, Hudson, Lancast er,
WIlians, Ml der

The MOTI ON FAI LED (4-7).

UNI VERSI TY

Representative John Davies MOVED to adopt University #2.

ADD

Depart nment: Uni versity of Al aska

BRU:

Conponent : Unal | ocat ed additi on/reduction
Fund Sour ce: Anount :
General Fund $5, 665, 300

Co- Chair Mul der OBJECTED.

Representative Davies explained that the anendnent
fully funds the Board of Regents’ University of Al aska
FYO3 request, which is necessary to pay negotiated pay
i ncreases for wuniversity faculty and staff including
those in collective bargaining units. The University’'s
budget is flat, at last year’'s level. However, the
University is required to pay $5,665,300 dollars in
sal ary costs, as an unallocated reduction. This is 7 percent
of the University's initiative noney over the last three
years and woul d prevent the pursuit of newinitiatives, such
as business devel opnent or additional training for nurses
and teachers. A lack of funding restricts the ability of the
University to function as an econom ¢ and academ c engine to
add to the state’'s future. He added that if the economc
downturn continues at the state |level and job | oses continue
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that people wll turn to the University for retraining. He
provi ded exanples of situations in which those circunstances
had occurred.

TAPE HFC 02 - 50, Side A

Representative Davies continued his support of t he
anmendnent. He pointed out that the anendnment woul d take away
t he mandat ed, unall ocated reduction.

Co-Chair Ml der spoke against the anendnent. He spoke to
the size of the financial problemfacing the State. He hoped
that the University would be able to work within the |eve
of funding that they have been provided in the past. He
urged nmenbers of the Commttee not to support the anmendnent
and to hold the Iine on spending.

Representative John Davies stressed that all “other” funds
and federal funds are directed to specific itenms, such as
tuition receipts or federal research grants. There is

little opportunity to translate that into the general fund
portion of the University' s budget. The University usually
| everages $1.4 dollars for each dollar provided. He thought
that a |lack of support would have a negative inpact on the
ability of the University to raise other funds. The cut is
very “real”. The University nust have stability within their
program structure. He stressed the need to insulate the
University from the swings of funding inherent in the
appropriation process in order to provide continuity in the
University' s delivery of services to students.

Representative Witaker stated that the anendnent is too
small. He expressed fear that if the reduction is accepted
that there would be no inpetus for additional funds. He
indicated that he would introduce an anendnment for
additional funds at a later tine.

Representative Hudson observed that failure to adopt the
anendnent woul d not inpact the University's ability to pay
negoti ated pay i ncreases.

A roll call vote was taken on the notion to adopt Amendnent
UNI V- 2.

IN FAVOR: Croft, Davies, Mses

OPPCSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
Whi taker, WIIlians, Ml der

The MOTI ON FAI LED (3-8).

Representative Croft MOVED to ADOPT Anmendnent HSS-11

RESTORE COVMM UNI TY DEVELOPMENTAL DI SABI LI TI ES GRANTS
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Agency: Health and Soci al Services

BRU: Substance Abuse and Mental Health Devel opnental
Disabilities Services

Conmponent: Conmmunity Devel opnental Disabilities Grants

Fund Source: General Fund/ WVH
Anpunt : 1072. 2

This program admnisters statew de comunity-based
services for people who experience devel opnental
disabilities (DD).

| npact s
. Approxi mately 133-167 individuals and 300- 358
famlies will | ose services.
. For one DD grantee agency in a rural area, 25
famlies will |ose respite care.
. Cuts to vocational prograns woul d cause two job

coaches to be laid off, resulting in the | oss of
jobs for 10 individuals with DD. (Job coaches

assi st people with DD in maintaining paying jobs in
the community).

. The nunber of people on the DD waitlist wll rise
to an all time estimated high of 2,500. (People
wWill remain on the list until someone dies or noves

to another state. Only 22 people in FY 01 cane off
the DD Waitlist as a result of death or soneone
| eaving the state.)

. A 5.7 percent reduction to the small rural program
in Nome would translate to a reduction of 1,140
hours of direct care and support services to
consuners, many of who have no primary caregiver
beyond overburdened famly nenbers.

Co- Representative Harris OBJECTED.

Representative Croft referred to persons with disabilities
in his district and retold stories of persons involved with
the “Key” canpaign. He observed that with support services
di sabled persons are able to live on their own in the
comunity. The reduction from FY02 for the Comunity
Devel opnental Disabilities Gant would result in a l[oss of
133 — 167 individuals from the program The waitlist would
al so be increased. Cuts would cost nore in the future due
t he institutionalization of t hese i ndi vi dual s. The
restoration woul d save both peopl e and noney.

Representative Harris acknow edged that it is a $1 mllion
dollar reduction. He pointed out that the Departnent of
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Health and Social Services’ budget is the largest in the
state, taking over 20 percent of the budget and affecting
over 100,000 people. It is a difficult budget to “rein” in.
The departnent was given the opportunity, wth the conbining
of BRU s, to maneuver funds. The overall budget is up $200
mllion dollars in federal funds and $18 million dollars in
general funds.

Representative John Davies stressed that the need is up
about $40 million dollars. An $18 million dollar increase
does not neet the need. He acknow edged that delivery of
health care is an underlying problem There is an obligation
to figure out how costs are delivered and care given to the
needy. Just cutting the budget does not do justice. The
| egi sl ature would need nore than one session to deal wth
the problem A triage bandage is not the right solution. The
onerous is on those that need the nost hel p. Another tack is
needed. Wirk is needed to solve the problem You can't
change the facts through | egislation: you can cut the budget
but you can’t cut the disease. Health problenms will continue
to exist. This is the nost cost effective and hunane way to
deal with the problem There is a trend toward de-
institutionalization.

Aroll call vote was taken on the notion to adopt Amendnent
HSS- 11.

IN FAVOR: Croft, Davies, Mses
OPPOSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
VWhi taker, WIIlians, Ml der

The MOTI ON FAI LED (3-8).
Representative Croft MOVED to ADOPT Anmendnent DEC- 1.

ADD

Departnent: Environnental Conservation
BRU. Environnental Health

Conmponent: Food Safety and Sanitation
Fund Source Anpunt

CGeneral Fund $ 218, 200

CGeneral Fund/ Program Recei pts 1, 260, 900
Tot al $1, 479, 100

DESCRI PTI ON: Restore Food Preparation |Inspections
Pr ogram

This anendnent restores the State’'s Food Preparation
| nspections Program —the public health safety net for
retail food and sanitation ainmed at reducing the risk
of food borne illnesses and resultant econom c inpacts
to businesses and to the tourism and hospitality
industries. This includes the State oversight of all
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restaurants, grocery stores, food booths, school
kitchens, day care centers, tattoo parlors, and public
accommodat i ons.

The House Finance Subconm ttee proposes elimnation of
the program and hopes that all comunities statew de
will step up to the plate to provide oversight. R ght
now, Anchorage provides nost of these services. W
cannot conpel other comunities to provide these
services. Each community nust nake a choice. For small
communities with limted facilities, this will be an
expensi ve choi ce. For exanple, Tenakee Springs has 4 of
these facilities, Pelican —8, Prince of Wales Island,
—15, @l kana —1, Delta Junction —60, Tok —+1, all of
the Haines Borough has just 75. Many of these are
seasonal. Services provided by the state have an
econony of scale, and ensure that Al askans and our
visitors are not faced with unnecessary public health
risks in any Al askan community.

Federal funding to the Departnent of Education and
Early Devel opnent for child nutrition prograns would be
j eopardi zed if governnent (State or local) inspectors
don’t inspect the particular facilities prograns.

Oversight of commercially available food is a core
governnmental function done to protect public health —
and is sonething that Alaska has done since before
statehood. Wether the state or |local governnents

should oversee retail food safety and sanitation of

public facilities is a legitimte public policy debate.

But the debate and the decision need to happen before
these essential services are sinply elim nated.

Co-Chair WIlianms OBIJECTED.

Representative Croft explained that the anmendnent would fund
the people that inspect restaurants. He noted that in the
words of Janice Adair, “Mexico does this.” He stressed the
dramatic inpact for outbreaks. Bad occurrences could
seriously damage the image of Alaska. He noted that there
have been problens in the state. It could cost a restaurant
$75 thousand dollars and would be severely damaging. The
USDA rei nburses for the school lunch prograns and adult day
care but they require inspections. He thought that the
school lunch program could be jeopardized. He naintained
that there is no plan for |ocal governnments to take over the
program Even if there were a plan it would be an un-funded
mandate. It is an inportant aspect of public safety.

Co-Chair WIllians agreed wth Representative Croft but
enphasized that there is Ilittle left to cut [in the
Department of Environnental Conservation’s budget]. The
Comm ssi oner suggested that prograns be elimnated as

House Fi nance Committee 19 03/ 15/ 02 3:44 PM



opposed to a thousand cuts. He enphasized that “we can’'t be
everything to everybody any nore.” He expressed the hope
that communities would carry on the program

Representative John Davies pointed out that there is a $1.4
mllion dollar reduction on a program that generates $1.3
mllion dollars in program receipts. The reduction to the
fiscal gap would be mnimal. He noted that conmunities have
not been agreeable to taking over the service. He nmaintained
that the programis nore cost effective and works better as
a coordi nated program He suggested a fund source switch to
statutory designated program receipts. Conmmunities should
have nore notice if the service is going to be del eted.

Representative Witaker agreed wth Representative John
Davi es but stated that he would vote against the anmendnent.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Davies, Mses

OPPOSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
VWhi taker, WIIlians, Ml der

The MOTI ON FAI LED (3-8).

HB 403 and HB 404 were Held in Conmttee.

#
ADJ QURNVENT

The neeting was adjourned at 6:12 PM
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