HOUSE FI NANCE COWM TTEE
March 16, 2002
9:42 A M

TAPE HFC 02 — 51, Side A
TAPE HFC 02 - 51, Side B
TAPE HFC 02 - 52, Side A

CALL TO ORDER

Co-Chair Mulder called the House Finance Conmttee neeting
to order at 9:42 A M

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 Gary Stevens; Representative Lisa Mirkowski;
Representati ve Shar on G ssna; Representati ve Et han
Ber kowi t z; Representative Brian Porter; Representati ve
Nor man  Rokebur g; M ke Tibbl es, Staff, Representati ve
WIllians; Kurt Parkin, Deputy Conm ssioner, Departnent of
Transportation & Public Facilities; Annalee MConnell,
Director, Ofice of Mnagenent and Budget, Ofice of the
Governor; David Teal, Director, Legislative Finance Division

SUMVARY

HB 312 An Act relating to the delay of the reduction of
suppl enentary public school funding; and providing
for an effective date.

CS HB 312 (FIN) was reported out of Commttee with
a “do pass” recomendation and with new fiscal
notes by the Departnent of Mlitary & Veterans
Affairs and two by the Departnent of Education &
Early Devel opnent.
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HB 403 An Act maki ng 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.

CS HB 403 (FIN) was reported out of Commttee with
a “do pass” recommendati on.

HB 404 An Act maki ng appropriations for the operating and
capital expenses  of the state's integrated
conprehensi ve nental health program and providing
for an effective date.

CS HB 404 (FIN) was reported out of Commttee with
a “do pass” recommendati on.

#HB312
HOUSE BI LL NO. 312

An Act relating to the delay of the reduction of
suppl enentary public school funding; and providing for
an effective date.

Co-Chair Mul der pointed out the summaries attached to the
fiscal notes indicate receipt of projected federal funds.

Representative Davies asked specifics regarding the
reduction to the foundation program

Co-Chair Ml der noted currently, the Challenge program
recei ves assistance fromthe Alyeska Central School program
Those funds woul d be an offset to the cal cul ated anount.

Vi ce-Chair Bunde pointed out that the fiscal notes reflect
previous action taken by the Commttee on adopting the
amendnent at the 3/15/02 neeting.

M KE TI BBLES, STAFF, REPRESENTATIVE W LLI AMS, explained the
fiscal notes. He pointed out that one of the three fiscal
notes contains the conbined previous |anguage of the bill
The new note indicates a net of $334 thousand doll ars.

Vi ce-Chair Bunde asked if the program would cost the State
an additional mllion dollars and inquired if any noney was
anticipated to be generated.

M. Tibbles explained that there are “three pieces to the
pi cture”. Suspending the flow of the foundation formula
will cost $1 mllion dollars. The anmount generated by the
ki ds through the Alyeska Central School was $676 thousand
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dol | ars. That noney would be renoved from the foundation
formula, leaving the net at $343 thousand dol |l ars.

Vi ce-Chair Bunde thought that there would continue to be a
need to renove funds fromthe foundation fornula.

M. Ti bbl es acknow edged that was true.

Representative Lancaster questioned if the notes would have
a negative effect on the rest of the school funding base.

Co-Chair Ml der explained that at that point, it could be
built into the foundation.

Representative Hudson asked how nuch of an increase the
original bill called for.

M. Tibbles replied that anmount was $1.10 mllion dollars.
The net effect would be adding an additional $349 thousand
dol | ars.

Representative Foster MOVED to report CS HB 312 (FIN) out of
Committee wth individual recommendations and wth the
acconpanyi ng fiscal notes.

Vi ce- Chair Bunde OBJECTED.

Vi ce- Chai r Bunde enphasi zed that the State currently is in a
“financial bind” and that the proposed mllion dollars
shoul d be used in other places. He stressed that the noney
was being spent in places where “people want it”, rather
than in “places where people need it”.

Representative Whitaker echoed sentinents voiced by Vice-
Chai r Bunde.

Representative Harris discussed that he supported the bill,
noting that the State was waiting for an education cost
st udy. The intent is to prevent the erosion of various
schools. He pointed out that the bill does not affect nost
of the State’s schools and that it will be an inportant step
in providing relief for some school districts.

Aroll call vote was taken on the notion.

I N FAVOR: Croft, Davi es, Fost er, Harri s, Hudson,
Lancaster, Mses, \Witaker, Milder, WIIlians

OPPCOSED: Bunde

The MOTI ON PASSED (10-1).

CS HB 312 (FIN was reported out of Committee with a “do
pass” recomendation and wth new fiscal notes by the
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Department of Mlitary & Veterans Affairs and two by the
Depart ment of Education & Early Devel opnent.

#HB403
#HB404
HOUSE BI LL NO._ 403

An Act maki ng 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.

HOUSE BI LL NO. 404

An Act nmaking 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.

DEPARTMENT OF M LI TARY & VETERANS AFFAI RS

Agency-w de Unal | ocat ed Reducti on
DWA#1

Add | ntent Language

“I't is the intent of the Legislature that the Departnent of
Mlitary and Veterans Affairs elimnate the Technol ogi es and
Special Projects position, and not elimnate the State
Nat i onal M ssil e Defense Coordi nator position.”

Co-Chair Ml der explained that the choice of elimnation of
the National Mssile Defense Coordinator position would
limt Alaska’ s ability to respond to the devel opnent of the
Nat i onal Mssile Defense activities in Al aska, t hus,
associ at ed econom ¢ devel opnment. He thought that the duties
of the Technol ogi es and Special Projects should be absorbed
Wi thin the Departnent.
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Co- Chair Miul der MOVED t o ADOPT DWA#1

Representative Croft OBJECTED. He stressed that the effect
woul d affect how the work was done. He advised that the
effect of the | anguage could not be fully understood.

Aroll call vote was taken on the notion.

I N FAVOR: Bunde, Foster, Harris, Hudson, Lancaster,
VWhi t aker, Mul der, WIIians
OPPCOSED: Croft, Davies, Mses

The MOTI ON PASSED (8- 3).

DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

DOT/ PE_#3

ADD:
AGY: Departnment of Transportation & Public Facilities

BRU. H ghways & Avi ation
Conmponent: Northern Region

Fund Source Anmount
General Fund $1, 044, 200

Representative Davies MOVED to ADOPT DO/ PF #3. Co- Chair
Mul der OBJECTED.

Representative J. Davies explained that the anmendnent woul d
be used to restore funding and avoid closing four Northern
Regi on hi ghway nai ntenance stations:

. Birch Lake - $135, 000
e« Col df oot - $150, 000
. Chitina - $371, 700
. Trins - $387, 500

He pointed out that services would be greatly reduced in the
Birch Lake area, wth 53 mles of R chardson H ghway
responsibility being spun off to the Fairbanks and Delta
Stations. Sone roads in that area would be closed, and al
woul d see delays with inplications for safety. In addition
to service failures, the facilities would suffer maintenance
pr obl ens.

Representative J. Davies added that closing the Trim Station
on the Richardson H ghway another 35 mles of roadway would
see curtailed maintenance, acutely in the wnter, wth
repair work limted to the energency calls only. Shutting
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down the generator would curtail power service to other
bui | di ngs near by.

Representative J. Davies pointed out that closing of the
Cold foot Station would chiefly affect commercial traffic on
the Dalton H ghway and | ocal aviation facility service, with
an increase in safety concerns for stranded vehicles. The
building will react negatively to harsh weather conditions,
with increased mai ntenance requirenents if it is closed.

He added that closing the Chitina Station would inpact
W nt er service for | ocal , resi denti al and school
transportation traffic on the Edgerton H ghway, in addition
to sunmer dust control during the tourist season.

Representative J. Davies recommended accessing the notor
fuel tax to maintain the road system throughout the State.
He stressed the inportance of nmintaining the fundanental
infrastructure.

Representative J. Davies enphasized that there is going to
be a series of problens wthin the budget that relate to
hi ghway mai nt enance. He warned that the State is heading
toward an energency supplenental down the road. If the
responsibilities are to be transferred to local entities,
those locations will need tine to plan for that obligation.
He urged that the Commttee reconsider the proposed
reducti on.

Co- Chair Mul der spoke agai nst the anendnent. He conmment ed
that it is not a new proposal. Each year, the State
attenpts to solve the problem for those |ocal conmunities.
He noted that the Departnent should be able to address that
concern, pointing out the unallocated reduction within the
Departnent’ s budget. He commented that he did not agree
with the characterization proposed by Representative Davies,
suggesting that this is the first stop along the process of
considerations within that Departnent. He indicated that it
was his intent to work with the Departnent of Transportation
& Public Facilities.

Representati ve Croft count ered statenments made by
Representative J. Davies, pointing out the significant
inpact to the Departnent of Transportation & Public
Facilities that the reductions would bring. A cut of that
magni t ude reaches throughout the State in each district.

Co-Chair Mulder interjected that he did not intend to claim
that the Departnent was unfairly targeting certain areas.
He admtted that there will be statew de inpacts. When
making a general fund reduction, the Departnent of
Transportation & Public Facilities is one Departnent that
woul d be dramatically inpacted. He rem nded nenbers that
there is a revenue problemin the State of Al aska and that
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fiscal restraint needs to be displayed to the public. The
State is living its’ fiscal neans.

Representative Davies voiced concern with inpacts to the
Northern Region, referencing the vast area the Northern
regi on enconpasses. He added that there are other reasons
why cl osi ng mai nt enance stations should not be possible. He
stressed that the proposed reduction was not feasible. He
asked to hear from the Departnent regarding how the
reduction will inpact the State.

KURT PARKI N, DEPUTY COWM SSI ONER, DEPARTMENT OF
TRANSPORTATION & PUBLIC FACILITIES, advised that the
proposed cuts were four tines greater than the one
inplenented in FYOO when four nmaintenance stations were
cl osed. He noted that the cut would be spread throughout
the entire State. The Northern region will experience a
| arge portion of the hit, as it is the |argest region.

Representative Davies urged that the anendnment be adopted.
He rem nded nenbers that it does not nmake sense not to
mai ntain the infrastructure. Peopl e are paying notor fue
taxes and expect that the roads will be nmaintained. That is
one of the fundanental jobs of governnent. If revenue is
taken into consideration, these responsibilities nust be
addressed. Representative J. Davies advised that the budget
reducti ons were being driven froma wong point of view

Representative J. Davies urged that all the anendnents be
consi dered together as they each address “real” concerns.

Representative Harris admtted that the reductions do affect
the roads that he uses alnost daily. He recomended t hat
there be a discussion on how to wuse the inplenented
reducti ons. He noted that the subcomm ttees had asked the
departnents how to use the reductions and that now the
departnents are evaluating what the nost inportant cuts
woul d be. He added that the choices have been nade.

Aroll call vote was taken on the notion.

I N FAVOR: Davi es, Moses, Croft

OPPQOSED: Foster, Harris, Hudson, Lancaster, Whitaker,
Bunde, WIIlians, Ml der

The MOTI ON FAI LED (3-8).

DOT/ PE_#10

ADD:
AGY: Departnent of Transportation and Public Facilities
BRU. Marine H ghway System
Component: Marine Vessel Operations
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Fund Source Anpount

1076 Marine Hw Fund $4, 234, 400

AMEND: Section 15 to read:

The sum of $45, 769, 800 [ $40, 968, 400] i s appropri ated
Al aska marine highway system fund (AS 19. 65. 060).

Representative Croft MOVED to ADOPT DOT/ PF #10. Co- Chair
Mul der OBJECTED.

Representative Croft explained that this two-part anmendnent
woul d:

* Restore operating weeks of the Al aska Marine H ghway
Systemto the FY99/00 pl anned service |evels;

* Add new service by the Metl akatla shuttle in the Spring
2003;

. Support fuel price increases from FY99/00; and

. Fund the general fund portion of the FY03 |[abor
contracts.

Representative Croft pointed out that the Mnicipality of
Anchorage does support full funding of the Al aska Marine
H ghway Transportation System He enphasized that the Taku
woul d be off for 33 weeks. Through the proposed cut, the
Bartlett would be taken off line. He infornmed nenbers that
the State of Alaska built that ferry system when there was
not much noney in the State coffers knowing that it was
essential for a portion of the State. He warned that this
Legi slature was “di s-mantling” that system

Co-Chair Mulder admtted that the argunments provided by
Representative Croft were persuasive. He interjected that
there is $80 mllion cost dollars of which only half cones
from program receipts. He enphasized that the State is
attenpting to provide a level of service given the funds
that are avail abl e.

He acknow edged that nany of the seats are currently booked.
The projected hope is to provide the sane |evel of service
as provided |ast year. He added that all highway areas are
taking reductions this year.

Represent ati ve Hudson enphasi zed that the proposed reduction
is the nost problematic one in the budget. The net effect
reduces 48 full-tine positions in Ketchikan. He conpared
the ferry system to the road system throughout Northern
Al aska.

TAPE HFC 02 - 51, Side B
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Representative Hudson stated that the Departnent would be
hit two tines. He urged that a solution be addressed and
that there be alternative neans for the State to get nore
revenue.

Aroll call vote was taken on the notion.

I N FAVOR: Mbses, Croft, Davies, Hudson, WIIlians
OPPCOSED: Whi t aker, Bunde, Foster, Harris, Lancaster,
Mul der

The MOTI ON FAI LED (5-6).

DEPARTMENT OF PUBLI C SAFETY

DPS#5

ADD:.
ACGENCY: Department of Public Safety
BRU: VPSO Program
Conponent : Program Support

Fund Source Amount

General Fund $1, 129, 000

Representative Davies MOVED to ADOPT DPS#5. Co-Chair Ml der
OBJECTED.

Representative J. Davies stated that the anmendnent would
restore the general fund reduction to the Village Public
Safety Oficer (VPSO support conponent. He pointed out
that the House Fi nance Subcommittee proposal would result in
the elimnation of six of the nine State Trooper positions
funded in that conponent.

Representative J. Davies advised that the troopers were the
first responders to felony crinmes throughout Rural Al aska.
The VPSOs do not have authority to nmke arrests and
i nvestigate fel onies.

Representative J. Davies reiterated that State troopers
elimnated by the subcommttee proposal were directly
involved in daily oversight of the VPSO s and response to
nore serious crinmes in the villages. Oversight troopers
travel to villages and provide on-going training for VPSO s.
Those activities help establish relationships between the
VPSO s and the troopers that are inportant to the |ocal
comunity.
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Representative J. Davi es enphasi zed that the reduction would
also elimnate four Regional Public Safety Oficers (RPSO,
whi ch were funded in the last |egislative session. The RPSO
program was established to provide a local certified police
officer to the rural areas of the State. RPSO s are
i ntended to augnent trooper patrol activities. RPSO s would
be trained and certified by the Al aska Police Standards
Council as police officers.

Vi ce-Chair Bunde agreed that public safety should be a core
function. \When that Departnment received their allocations,
the Subcomm ttee determined which core services could be
added back and concluded that they were the VPSOs in
supervisory roles. That cut was an attenpt to do the | east
har m

Representative Croft stated that the VPSO program is
efficient because partially trained officers are placed in
the village areas. The cost savings is in having the
trooper forward. Trooper’s work is very inportant.

Representative Davies added that these are sone of the
positions that respond to felony crinme circunstances and
provide the basic training for the VPSO s. The programw ||
not function wthout this type training. It is the key
conponent of the program

Aroll call vote was taken on the notion.

I N FAVOR: Foster, Moses, Croft, Davies

OPPCOSED: Harris, Hudson, Lancaster, Whitaker, Bunde,
Mul der, WIIians

The MOTI ON FAI LED (4-7).

DEPARTMENT OF HEALTH AND SOCI AL SERVI CES

HSS#4
ADD:
AGENCY: Department of Health & Social Services
BRU: Fam |y and Youth Services
Conponent : Front Line Social Wrkers
Fund Source Anount
CGeneral Fund $977, 500

Representative Davies MOVED to ADOPT HSS#4. Representati ve
Harris OBJECTED.

Representative J. Davies discussed the concern that social
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workers are the front line workers for the Departnent of
Health & Social Services, Dvision of Famly and Youth
Services. They provide services to abused and neglected
children and their famlies trying to find the best sol ution
for a child that has been renoved from the home due to
negl ect or abuse. Alaska has one of the highest rates of
child abuse and neglect in the nation. The proposed cuts
woul d result in the foll ow ng actions:

e Lay off of 18 social workers statew de (Fairbanks,
Pal mer, Delta, Kodiak, Ft. Yukon, Haines, Wangell,

Pet ersburg, Sitka). Coupled with layoffs in other
areas (Balloon project 14), approximately 32 soci al
workers could lose their jobs. That woul d increase

the remaining social workers caseload by five cases.
Social workers in this Dvision already have one of
the highest caseloads in the nation, nore than double
the national standard of 15 cases. A cut like this
Wil result in social workers |eaving their jobs, as
it 1s an area where turn over rate is already high.

. Elimnation of the Dual Track projects in WMat-Su.
Under the Dual Track program the Division of Famly
and Youth Services (DFYS) grantee provides services to
clients determined to be at |owrisk. Wth that
project, DFYS is able to respond to 100% of the
legitimate reports of harmin that area.

* Increased caseload wll affect social workers ability
to investigate reports of harm They will be unable
to investigate all reports of harm |eaving sone
children in danger. Ability to investigate may be

reduced by as nuch as 15 to 22% when all cuts are
factored in.

* Increased caseloads wll affect social workers ability
to perform crisis intervention, case planning, and
ot her services that support children and famlies.
Children will stay in foster care longer, costing the
State nore noney.

Representative Harris responded that this was a difficult
section of the Departnent of Health and Social Services

budget to reduce. He admtted that there is a case
over | oad. He warned that there is a fundanental problem
within the State. What is causing this harm to these

children and what is the State's responsibility versus | ocal
responsibility.

Representative Harris addressed the supplenental funding
request from | ast year for Departnent of Health and Soci al
Servi ces. He comented that there are “other” problens
t hroughout the State that contribute to the reports of harm
and what governnent’s responsibility is. He thought that no
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matter how nuch funding was provided, the problem wll
conti nue.

Aroll call vote was taken on the notion.

I N FAVOR: Mbses, Croft, Davies

OPPCOSED: Wi t aker, Bunde, Fost er, Harri s, Hudson
Lancaster, Mulder, WIIlians

The MOTI ON FAI LED (3-8).

DEPARTMENT OF LABOR

Labor #6
ADD:

ACGENCY: Depart ment of Labor & Workforce
Devel opnent

BRU: Ofice of the Conm ssi oner

Conmponent: Al aska Safety Advisory Counci

Fund Source Anpunt
Statutory Designated Program Recei pts (SDPR)
$108, 400

Co-Chair Ml der explained that the Intent Language would
read as foll ows:

“The amount appropriated by this appropriation includes
t he unexpended and unobligated bal ance on June 30, 2002,
of the Departnent of Labor and Wrkforce Devel opnent,
Al aska Safety Advisory Council receipts under AS
18. 60. 840.”

Co-Chair Muil der explained that the anendnent would restore
the Alaska Safety Advisory Council (ASAC) by funding
activities through Statutory Designated Program (fee)
receipts (SDPR). In effect, the general fund budget
reduction remains. The ASAC operates entirely on fee
receipts from contracts with participants (entrance fees,
booth rental space and corporate sponsorships), who attend
t he annual safety and health conference, thereby, qualifying
the program as a fee recei pt program

ASAC provides the followng services which would be
el i m nat ed:

e Coordi nation with of ficial and unof fici al

organi zations and agencies to reduce accidental death
and injury;
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* Recommendations to the governor, the |Ilegislature,
State departnments and federal agencies, who devel ops
| aw, policies and prograns addressing safety prograns
and acci dent prevention;

* Annual safety conference that brings together over 500
participants interested in safety and health matters.

Co-Chair Milder added that the staff would include one
seasonal clerical position and 13 non-conpensated appoi nted
positions, consisting of individuals representing |abor,
i ndustry, and local, state and federal governnent.

Co-Chair Ml der MOVED to ADOPT Labor #6. There being NO
OBJECTI QN, the anendnent was adopt ed.

DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

DOTPF#11
ADD:.
AGENCY: Departnent of Transportation & Public Facilities
BRU: Mari ne H ghway System
Conmponent: Marine Vessel Operations

Fund Source Amount

Mari ne H ghway Funds 1076 $4, 000. 0

Representative Hudson explained that the anendnent would
allow the marine highway system to increase its revenue
charges to offset operating cost increases.

Representati ve Hudson MOVED to ADOPT DOTPF #11
Represent ati ve Davi es OBJECTED.

ANNALEE MCCONNELL, DI RECTOR, OFFICE OF MANAGEMENT AND
BUDGET, OFFICE OF THE GOVERNOR, discussed inconveniences
that would occur with sumrer bookings. The anmendnent woul d
create a lot of changes for this sunmer season

Co- Chair Ml der thought that the Departnent could |ook at
alternative neans beyond the scope of the anendnent. He
suggested that the proposed anendnent would not be a total
answer, rather a partial renedy.

Representative Croft commented that the anount could not

cone close to the $4 mllion dollars. He pointed out that
it would affect new bookings this sunmmer, a small nunber
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He stressed that this is a tax that wll fall on |ocal
resi dents. It would be an increased tax and would be
revenue. He recommended that all taxes be discussed in a
package of taxes. He stated that proposing the tax was
backwar d. The action does not discuss the revenue in any
way. Representative Croft enphasized that this is not
systematic and it is being hidden in the budget as an
al l onance to raise taxes.

Representative Davies WTHDREW his OBJECTION to the
anendnent . There being NO further OBJECTI ON, DOTPF#11 was
adopt ed.

RECESS: 11: 10 A M
RECONVENED: 11: 35 A M
LANGUAGE

Co-Chair Muil der introduced Language Anendnents #6, #7, #8 &
#9.

Language #6

Insert in the beginning of the |anguage section of the
operating appropriation bill

Sec. A. R EAPPRCPRI ATI ON OF UNEXPENDED AND UNOBLI GATED
BALANCE.

The unexpended and unobligated bal ance on Decenber 31,
2002, of an appropriation made in Section B of this Act
is reappropriated to the Departnent to which the
appropriation was nmade for operating expenses of that
Departnent during January 1, 2003, through June 30,
2003.

Adjust internal section references accordingly. Section B
is the bill section that nmakes operating appropriations for
the first half of fiscal year 2003.

Language #7

Insert in the beginning of the |anguage section of the
operating appropriation bill

Sec. C. EARLY EXPENDI TURE AUTHORI TY.

Not w t hstandi ng Section D of this Act, an appropriation
made in Section D of this Act may be expended for the
stated purpose of that appropriation before January 1,
2003, contingent upon conpliance with the program review
provi sions of AS 37.07.080(h).
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Adjust internal section references accordingly. Section D
is the bill section that nmakes operating appropriations for
the second half of fiscal year 2003.

Language #8

Insert on Page 61, followng line 3, a new subsection to
read:

(c) The unexpended and unobli gated bal ances on Decenber
31. 2002, of the appropriations made in (a) and (b) of
this section are reappropriated to the Ofice of the
Governor for operating costs of the Ofice of the
Governor for the period of January 1, 2003, to June 30.
2003.

Language #9

Lead-i n Language for the Full Year Appropriation

* Section 1. The following appropriation itens are for
operating expenditures fromthe general fund or other funds
as set out in Section 2 of this Act to the agencies naned
for the purposes expressed for the fiscal year beginning
July 1, 2002 and ending June 30, 2003, unless otherw se
i ndicated. A departnent-w de, agency-wi de, or branch-w de
unal | ocated reduction set out in this section my be
all ocated anong the appropriations nmade in this section to
t hat departnent, agency or branch.

Lead-in Language for the First-Half Year Appropriation

* Section 1. The followng appropriation itens are for
operating expenditures fromthe general fund or other funds
as set out in section 4 of this Act to the agencies naned
for the purposes expressed for the portion of the fisca

year beginning July 1, 2002 and ending Decenber 31, 2002

unl ess otherw se indicated. A departnent-w de, agency-w de,
or branch-w de unal |l ocated reduction or increase set out in
this section may be allocated anong the appropriations nade
in this section or in section 1 to that departnent, agency,
or branch.

Lead-in Language for the Second-Half Year Appropriation

* Section 1. The following appropriation itens are for
operating expenditures fromthe general fund or other funds
as set out in Section 8 of this Act to the agencies naned
for the purposes expressed for the portion of the fisca
year beginning January 1, 2003 and ending June 30, 2003
unl ess otherw se indicated. A departnent-w de, agency-w de,
or branch-w de unal |l ocated reduction or increase set out in
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this section may be allocated anong the appropriations nade
in this section or in section 1 to that departnent, agency,
or branch.

1) The following appropriations are excluded from the
process (i.e., they receive full year appropriation in
Sections 1, 2 and 3 of the bill):

. Language Appropriations

e« Al formula prograns

* University of Al aska

. Courts

. Legi sl ature

e Oher Alocations (included in attached |ist)

2) The remai nder of the budget is split in half. The half-

year appropriations wll appear as Sections 4 through 9.
(Sections 5 and 7 are fund roll-ups by agency and Sections 8
and 9 are fund roll-ups statew de.) Appropriations in

Section 4 are for the portion of the fiscal year beginning
July 1, 2002 and endi ng Decenber 31, 2002. Appropriations in
Section 6 are for the portion of the fiscal year beginning
January 1, 2003 and endi ng June 30, 2003.

3) In Sections 4 and 7 reduce each allocation by 10% and
appropriate the 0% to new Agency-w de Unal | ocated | ncreases
conponent s.

4) Unexpended, unobligated bal ances fromthe first half-year
are reappropriated to the respective Agency-w de Unal | ocat ed
I ncreases conponents for the second half of the year. The
anount of noney appropriated at the end of the process is
identical to the anobunt appropriated at the starting point.

5) There is a Legislative Budget and Audit review process to
nove noney from a second-half appropriation to the sane
appropriation for the first half-year.

Department of Admi nistration

Speci al Systens
Unlicensed Vessel Participant Annuity Retirenment Plan
El ected Public Oficers Retirement System Benefits

Longevity Bonus G ants
Longevity Bonus G ants

Department of Community and Econoni c Devel opnent State

Revenue Shari ng
Nat i onal Program Recei pts
St at e Revenue Shari ng
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Muni ci pal Assi stance
Fi sheri es Busi ness Tax

Saf e Communities Program
Saf e Conmuni ti es Program

Qualified Trade Associ ati on Contract
Qualified Trade Associ ati on Contract

Al aska Aer ospace Devel opnent Corporation
Al aska Aerospace Devel opnent Corporation
Al aska Aerospace Devel opnent Corporation Facilities
Mai nt enance

Fi sheri es Enhancenent Tax Recei pts
Fi sheri es Enhancenent Tax Recei pts

Al aska I ndustrial Devel opnment and Export Authority
Al aska I ndustrial Devel opnment and Export Authority
Al aska I ndustrial Devel opment Corporation Facilities
Mai nt enance
Al aska Energy Authority Statew de Operations and
Mai nt enance

Rural Energy Prograns
Energy Operations
Crcuit Rider

Al aska Sci ence and Technol ogy Foundati on
Al aska Sci ence and Technol ogy Foundati on

Al aska Seafood Marketing Institute
Al aska Seafood Marketing Institute

Depart ment of Education and Early Devel opnent

K-12 Support
Foundati on Program
Tuition Students
Boardi ng Hone G ants
Youth in Detention
School s for the Handi capped
Communi ty School s

Pupi | Transportation
Pupi | Transportation

Depart ment of Environmental Conservation

Air and Water Quality
Air and Water Director
Alr Quality
Water Quality
Commer ci al Passenger Vessel Environnmental Conpliance
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Program

Department of Health and Soci al Services

Medi cal and Public Assistance Services
Al aska Tenporary Assi stance Program
Adult Public Assistance
CGeneral Relief Assistance
A d Age Assi stance- Al aska Longevity Bonus (ALB) Hold

Har m ess
Per manent

Medi cai d Servi ces

Fund Di vi dend Hol d Harm ess
Tri bal Assi stance Prograns

Child Care Benefits

Children’s Health Eligibility

Catastrophic and Chronic Il ness Assistance (AS 47.08)

Fam |y and Youth Services
Foster Care Base Rate
Foster Care Augnented Rate
Foster Care Special Need
Foster Care Al aska Youth Initiative
Subsi di zed Adoptions & Guardi anship
Court Orders and Reunification Efforts

Department of Mlitary and Veterans Affairs

Al aska Nati ona
Reti r ement

GQuard Benefits

Benefits

Depart nent of Revenue

Per manent Fund Cor porati on
Fund Cor poration

Per manent

Al aska Housi ng Fi nance Corporation
Al aska Housi ng Fi nance Corporation Operations

Department of Transportation & Public Facilities

| nt ernati ona
I nt ernati ona

| nt ernati ona

Anchor age

Anchor age
Anchor age
Anchor age
Fai r banks
Fai r banks
Fai r banks
Fai r banks

House Fi nance Committee

Airports

Airport Systenms Ofice

Airports

Ai rport

Adm ni stration

Anchorage Airport Facilities

r port
r port
r port
r port
r port
r port
r port

S>>

Fi el d and Equi pnent Mi nt enance
Qper ati ons

Safety

Adm ni stration

Facilities

Fi el d and Equi pnrent Mi nt enance
Qper ati ons
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Fai rbanks Airport Safety
Mari ne H ghway System

Mari ne Vessel Qperations

Mar i ne Engi neeri ng

Over haul

Reservations and Marketi ng

Sout heast Shore QOperati ons

Sout hwest Shore QOperati ons

Vessel QOperati ons Managenent

Sout heast Vessel Operations

Sout hwest Vessel Operations

Uni versity of Al aska

University of Al aska
Budget Reductions/Additions - System w de

St at ewi de Prograns and Servi ces
St at ewi de Servi ces
St at ewi de Networks (ITS)

University of Al aska Anchorage
Anchor age Canpus
Kenai Peni nsul a Col | ege
Kodi ak Col | ege
Mat anuska- Susi t na Col | ege
Prince WIIliam Sound Community Col | ege

University of Al aska Fairbanks
Cooperative Extension Service
Bri stol Bay Canpus
Chi chi Canmpus
Fai r banks Canpus
Fai r banks Organi zed Research
I nterior-Aleutians Canpus
Kuskokw m Canpus
Nor t hwest Canpus
Rural Coll ege
Tanana Val | ey Canpus

University of Al aska Sout heast
Juneau Canpus
Ket chi kan Canpus
Si t ka Canpus

Al aska Court System

Al aska Court System
Appel  ate Courts
Trial Courts
Adm ni stration and Support
Commi ssion on Judi ci al Conduct
Commi ssi on on Judi ci al Conduct
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Judi ci al Counci
Judi ci al Counci
Court-wat ch

Leqgi sl ature

Budget and Audit Commttee
Legi sl ative Audit
Onbudsman
Legi sl ative Finance
Comm ttee Expenses
Legi slature State Facilities Rent

Legi sl ati ve Council
Redi stricting Board
Sal ari es and Al |l owances
Adm ni strative Services
Sessi on Expenses
Council and Subcomm ttees
Legal and Research Servi ces
Select Conmittee on Ethics

Legi sl ative Operating Budget
Legi sl ati ve Operating Budget

Debt Service and Speci al Appropriations Debt Service

Debt Retirenent Fund
Certificates of Participation
School Debt Rei nmbursenent
Al aska Cl ean Water Fund Revenue Bonds
Al aska Drinking Water Fund Revenue Bonds
International A rport Revenue Bonds
Speci al Appropriations
Anchor age Jail Lease

Fund Transfers
Al aska Children’ s Trust
Al aska Cl ean Water Fund
Al aska Drinki ng Water Fund
Di saster Relief Fund
Fi sh and Gane Fund
Mari ne Hi ghway Stabilization
Muni ci pal Capital Project Matching G ant Fund
O |1 and Hazardous Substance Rel ease Prevention Account
G| and Hazardous Substance Rel ease Response Account
Power Cost Equalization and Rural Electric
Capi talization Fund
Per manent Fund Di vi dend Fund
St orage Tank Assi stance Fund
Uni ncorporated Community Capital Pr oj ect Mat chi ng
G ant Fund
Power Project Fund
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Co- Chair Mul der explained that Language Anendnents #6, #7,
#8 and #9 would bifurcate the budget. Hal f of the budget
woul d be appropriated through Decenber 31%, 2002 and the
ot her half woul d be appropriated through June 30", 2003. He
noted the list of anmendnents showing the division of
f undi ng. The prograns that the Adm nistration has direct
control over would be funded at 50% If there is a problem
within a Departnment, the Admnistration would have the
ability to conme before the Legislative Budget and Audit
Commttee (LBA) to request nore funds.

Co-Chair Mil der noted that he was offering the anmendnents
Language #6, #7, #8 & #9.

DAVI D  TEAL, DI RECTOR, LEG SLATI VE FI NANCE DI VI SI ON,
expl ai ned that Anmendnent #6 would nove any unspent bal ance
fromthe 1% half of the year to the second half of the year.

Representative Croft asked if the budget had ever been
bi furcated before.

M. Teal did not know of a tinme it had occurred.

Co-Chair Mulder interjected that sonmething “simlar” had
been done before.

Representative Croft warned that dramatic consequences could
result by cutting the budget as proposed.

M. Teal advised that there would be problens. For the
accounting purposes, there would need to be a close out
process in Decenber 2002. |If there are problens, it wll be

an accounting situation, not a budget problem

Co-Chair Milder advised that there is a flexibility tool
contained in Language #9, which reduces the appropriation
within each BRU by 5% for each half year and places it back
into the Conm ssioner's Ofice. He believed that it could
increase the flexibility within that office.

Co- Chair Mul der MOVED to ADOPT Language #6. Representative
Croft OBJECTED.

Ms. McConnell commented on the inplications of proposing an
amendnent of that nagnitude w thout providing any |ead-tine
for anple consideration. She enphasized that if Language #6
was adopt ed, it woul d substantial ly af f ect al |
adm nistrations comng into office. Ms. MConnel |l advised
that closing out of a budget is not a small nmatter.

Ms. McConnell noted that there often is tremendous amount of
difference between the first half of the fiscal year and the
second hal f. It is not an even type matter for the budget
to be split |ike that. She stressed that the anendnent
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deserves further consideration. She commented that there
are no good elenments within the proposal and pointed out
that the anendnent would create a budget every six nonths
and wll conplicate any new admnistration comng into
of fice 25 days before the end of the first fiscal year half.
She added that the Division of Finance would be asked to do
nore with |ess noney also. She could not project the
practical inplications of the notion.

In response to Representative Hudson, Ms. McConnel |
explained that the process begins after the close of the
fiscal year. She pointed out the statutory reference. M.
McConnell noted the nmany national |evel changes regarding
what has to be reported and that process is very involved.
She added that there would be additional conplications
because of all the work for the federal fiscal year.

Representati ve Hudson voiced concern bifurcating the budget
and the |abor contracts. He advised that is a conplicated
process for the Departnments. He noted that he did not feel
confortable with the | anguage anmendnent package.

M. Teal explained that the anmendnents are a package and
that it is difficult to address them individually. The
| anguage gives the Governor the ability to do things
differently, however, does not force him to do anything
differently. He rem nded nenbers that right now there has
been a significant "holding the line" on the budget. The
| anguage would provide "flexibility" to the Governor.
Through the anendnent, the unallocated reduction could be
taken and placed into a program that does not have as nuch
noney as the departnment would like it to have and then place
it into another area. The anendnent would provide nore
flexibility to the Executive Branch. The Governor w || have
the option to do it or not.

Representative Lancaster asked if the anmendnments would
“force” anything on the Adm nistration.

M. Teal acknow edged that it would provide the
Adm ni stration a tool

Representative J. Davies asked what would happen if
Legi slative Budget and Audit (LBA) net and denied the
request.

M. Teal replied that if they denied the request, the
Governor could inplenent it anyway.

TAPE HFC 02 - 52, Side A
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Co-Chair Mul der voi ced concern t hat t he current
Adm nistration could “tie” the next adm nistration’s hands.

The anmendnent package does provide sone flexibility. He
war ned that the anmendnents provide a clear division, as this
Adm nistration would spend beyond their full share. He
added that it was the intent to provide the next

admnistration wth the maximum flexibility to make
necessary adjustnments. He referenced a situation |ast year
when the LBA Commttee turned down a proposed expense and
t he Governor continued to proceed with the project.

Representative Croft requested greater clarification of the
| anguage anmendnents.

Co-Chair Mul der advised that under the current gquidelines,
t he anendnent s woul d not “total ly hanstri ng” t he
Adm ni stration and woul d have practical 1nplications.

M. Teal clarified that even if the Governor chooses to
di sregard the bifurcation portion of it, which he could do
t hrough the LBA process, the other portion is that it takes
5% of the budget and places it into an unallocated increase
so that it gives the admnistration nore flexibility than it
has now as it would allow them to cross the appropriation
l'i ne.

Representative Davies elaborated that the anendnent was
clearly a statenment of “lack of trust and respect” for the
Adm ni stration. He enphasized that this was a partisan
attenpt to bifurcate the budget into two pieces at a tine
when the State is attenpting to struggle with inportant
issues that need bipartisan support. Representative J.
Davies reiterated that proposing the | anguage anendnents was
a transparent bipartisan attack on the current Governor.

Representative Davies MOWED to TALBE all the |[|anguage
anmendnents before the Coormittee. Co-Chair Mil der OBJECTED.

Co-Chair WIlliams interjected that a tabling notion was not
debat abl e.

A roll call vote was taken on the nmotion to table the
| anguage anendnents #6, #7, #8 and #9.

I N FAVOR: Croft, Davies, Mses

OPPQOSED: Foster, Harris, Hudson, Lancaster, Whitaker,
Bunde, Mul der, WIIli ams

The MOTI ON FAI LED (3-8).

Representative Croft advised that no other Governor has
taken such action as proposed in Language #6.

Aroll call vote was taken on the notion to adopt #6.
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I N FAVOR: Foster, Harris, Lancaster, Whitaker, Bunde,
Mul der, WIIians
OPPCSED: Hudson, WMbses, Croft, Davies

The MOTI ON PASSED (7-4).

M. Teal spoke to Language #7 which would allow an agency to
conme forward and go to LBA for their requests.

Co- Chair Mul der MOVED to ADOPT Language #7. Representative
Davi es OBJECTED.

Representative Croft asked why the anmendnents had been faxed
to the Chairs office on March 14, 2002, two days prior. He
asked why they had not been included in nenber’s packets for
consideration with that nuch | ead-ti ne.

Co-Chair Mul der responded that the Majority Leadership was
“wor ki ng through the anmendnents” to nake sure that they fit
in anticipation of any possible problens.

Representative Croft responded that the Mnority had worked
“very hard” to get their 80 anendnents to the Chairman’s
office by the cut off deadline. He stated that with issues
this large, the mnority should have been given tine to
consider the legal inplications of the |anguage anmendnents
bei ng proposed.

Representative Croft pointed out that there had been a
significant shift that the current Legislature has created
during the past four years. The fornula prograns are funded
at a | ow case scenario knowi ng that a supplenental would be

com ng. Representative Croft stressed that the Finance
Committee was doing a dis-service to both adm nistrations
with the proposed bifurcation. The inplications wll be

dramatic. Overspendi ng on one hand and under-funding on the
other. He requested that the |anguage anendnents be offered
on the House floor in tw days.

Co-Chair Mul der took exception to the accusation that the
Comm ttee was "know ngly" under funding certain budgets. He
claimed that many of the nunbers funded were the ones
brought forward by the Governor.

Representative Harris interjected that there are formula
progranms that are not subject to bifurcation.

A roll call vote was taken on the notion to adopt #7.

I N FAVOR: Harris, Lancaster, Whitaker, Bunde, Foster,
WIlians, Ml der
OPPCOSED: Mbses, Croft, Davies
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Represent ati ve Hudson was not present for the vote.

The MOTI ON PASSED (7-3).

Co- Chair Mul der MOVED to ADOPT Language #8.

M. Teal explained that the anendnent refers to the el ection
costs and the transition costs that the Governor requested.
The amendnent would allow for any noney that has not been
spent by Decenber 31" to be reappropriated to the Office of
t he Governor.

Represent ati ve Davi es OBJECTED.

Aroll call vote was taken on the notion to adopt #8.

I N FAVOR: Lancaster, Whitaker, Bunde, Foster, Harris,
Mul der, WIIians
OPPCOSED: Croft, Mbdses, Davies

Representati ve Hudson was not present for the vote.
The MOTI ON PASSED (7-3).

Co- Chair Mul der MOVED to adopt Language #9. Representative
Davi es OBJECTED.

M. Teal explained the amendnent woul d provide the | anguage
that would |l ead into the nunber sections of the bill.

Represent ati ve Wi taker asked to respond to accusati ons nade
t hrough previous testinony regarding that the |egislation as
a manifestation of partisan politics. He agreed with the
notion and need for parties to disagree. He stressed that
t he di sagreenents should not be m scharacterized as being a
negative thing.

Aroll call vote was taken on the notion to adopt #9.

I N FAVOR: Lancaster, Whitaker, Bunde, Foster, Harris,
Mul der, WIIians
OPPCOSED: Davi es, Moses, Croft

Representati ve Hudson was not present for the vote.
The MOTI ON PASSED (7-3).

Representative Davies MWNED to WTHDREW all renmaining
Mnority amendnents in view of the “nature of the process”.

Vi ce-Chair Bunde MOVED to ADOPT an anendnent, which would
allow the Division of Legislative Finance to nake techni cal
adjustnents to the |egislation. There being NO OBJECTI ON,
it was adopt ed.
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Vi ce-Chair Bunde MOVED to report CS HB 403 (FIN) and CS HB
404 (FIN) out of Committee with individual recomendations.
Represent ati ve Davi es OBJECTED.

Representative J. Davies maintained that the proposed budget
is an unfair and inconplete effort at addressing the needs
of Alaska. He stressed that a “hold the |ine” budget should
mai ntain the sane |level of service and the proposed budget
clearly does not do that. The proposed budget holds the
line in nomnal dollars but requires a high reduction of
services in the amunt of $80-$90 mllion dollars. He
asserted that the proposed budget should be characterized as
a flat-line budget.

Representative Croft advised that the Mnority had offered
only nine of the twenty-six anmendnents proposed. The nine
amendnents totaled $17 million general fund dollars, which
represents less than a 1% increase to |ast year’s budget.
Representative Croft stated that if those anendnents had
been adopt ed, they were designed to support t he
devel opnmental |y disabled, the front |ine social workers and
the Division of Famly and Youth Services to protect
chil dren. He stressed that adoption of the proposed
anendnents woul d have nade a far better budget.

Vice-Chair Bunde interjected that the budget is nore than
just nunbers as it is also about phil osophy.

Representative Lancaster acknow edged that everyone has
areas of concerns within the proposed budget. He rem nded
menbers that next week, the Commttee would be considering
revenue measures.

Representative \Witaker commented that each  of t he
amendnents presented had nerit. Transcendi ng i ndi vi dual
anendnents is the need to provide for a stable fiscal future
for the State. He added that there are necessary conponents
for creating a long-term fiscal need and concl uded that the
proposed budget is not irresponsible.

Representative Harris agreed that everyone has problens with
t he proposed budget, however, the State cannot spend its way
out of the problens nor can it tax its way out of trouble.
Part of the solution has to be a restrain on spending. He
noted that the public has the option to turn down revenue

sources that the Legislature proposes. He added that
services and dividends are going to be affected and stressed
that through taxation, less noney will be going to the
public.

Co-Chair Mul der clained that that the proposed budget was a
responsi bl e one. He admtted that it had been a difficult
pr ocess. He advised that the nunber of services that the
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public wants is unlimted. The budget “holds the Iline”,
which is the responsible thing to do.

A roll call vote was taken on the nmotion to nove the bill
from Comm ttee.

I N FAVOR: Wi t aker, Bunde, Fost er, Harri s, Hudson
Lancaster, Mulder, WIIlians
OPPCOSED: Davi es, Moses, Croft

The MOTI ON PASSED (8- 3).

CS HB 403 (FIN and CS HB 404 (FIN) were reported out of
Committee with “do pass” recomrendati ons.
#

ADJ QURNVENT

The neeting was adjourned at 12:31 P. M

House Fi nance Committee 27 03/16/ 02 9: 42 AM



