M NUTES
SENATE FI NANCE COWM TTEE
March 22, 2002
9:38 AM

TAPES

SFC-02 # 40, Side A

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 9:38 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senat or Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Loren Lenman

Senator Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Donal d O son

Senat or Lyman Hof f man

Al so Attending: REPRESENTATI VE FRED DYSQON; DEBORAH GRUNDMANN,
Staff to Senator Ben Stevens; PAUL GROSSI, Director, Division of
Wor ker s’ Conpensat i on, Department  of Labor and Workforce
Devel opnent

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

HB 349- AGENCY PROGRAM AND FI NANCI AL PLANS

The Conmttee heard from the sponsor. The bill noved from
Commi ttee.

SJR 38- CONST AM PRI ORI TY OF EXPENDI TURES

The Comm ttee heard fromthe sponsor of HB 349. The bill noved from
Conmittee.

SCR 29- H RI NG FREEZE
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The Conmttee heard from the sponsor. The bill noved from
Commi ttee.

SJR 37- CONST AM HI RI NG FREEZE

The Commttee heard from the sponsor. The bill noved from
Conmittee.

SB 299- WORKERS' COVPENSATI ON BOARD PANELS

The Commttee heard fromthe sponsor and the Departnent of Labor
and Wor kf orce Devel opnent. An anended anmendnent was adopted and the
bill nmoved from Conmittee.

SB 338-1NELIG BILITY FOR PFOY CRI ME VI CTI M5 COW

The Committee heard from the sponsor. A commttee substitute was
adopted and the bill noved from Committee.

#HB349

HOUSE BI LL NO. 349
"An Act relating to agency prograns and financial plans.”

This was the second hearing for this bill in the Senate Finance
Conmittee.

REPRESENTATI VE FRED DYSON comment ed t hat not hi ng has changed si nce
the previous neeting except that he has becone nore convinced of
the "wi sdont of the Administration prioritizing budget requests.

Representative Dyson rem nded of Senator WIken' s suggestion to
rate priorities in categories rather than a "strict" nunerical
ranki ng of all departnent activities, which he supported.
Representative Dyson also supported the proposed constitutional
anmendnent that would allow the Legislature to enforce this
| egi sl ati on.

Co-Chair Donley offered a notion to report HB 349 from Conmittee
wth a zero fiscal note fromthe Ofice of Managenent and Budget
for all state agencies.

Wt hout objection the bill MOED from Committee.

#SJR38
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SENATE JO NT RESOLUTI ON NO. 38

Proposi ng anmendnents to the Constitution of the State of
Al aska rel ating to i nformation regar di ng pr oposed
expendi t ures.

This was the first hearing for this resolution in the Senate
Fi nance Commi ttee.

Co-Chair Kelly noted this constitutional anmendnent allows the
previous bill, HB 349, to be inplenented.

Representative Dyson relayed his experiences serving on the
Anchorage Assenbly where a simlar prioritization process is in
use. He noted this process was never codified in law, but is
nonet hel ess effective and had been "greatly refined".

Representative Dyson shared discussions on this legislation with
Annal ee McConnel|l, fornmer |eader of the budget departnment in the
Municipality of Anchorage and current director of the state's
O fice of Managenent and Budget. He noted they tal ked about the
process enployed in the Miunicipality, whereby the budget anal ysts
were required to calculate the "exact cost of every conponent of
every output of every departnent.” He relayed Ms. MConnell's
concerns that these efforts were wasted for those prograns that
were of either very high priority, and would not be elimnated, or
|l ow priority and woul d not receive funding. He countered there is a
benefit for the legislative body to know the cost of all operations
regardl ess of whether those functions were considered for
reducti ons.

Senator Ward asked how the itens in the Minicipality of Anchorage
budget are prioritized.

Representative Dyson replied that the services and outputs are
ranked from nost valuable to | east val uable by the departnents.

Senat or O son asked about transferring this nethod froma single
municipality to the state, which has nore conplexity.

Representative Dyson replied this principal is wuniversal, is
practiced by individuals and businesses, and is therefore
reasonabl e to expect of the state.

Representati ve Dyson noted the nmunicipality systemidentifies those

expenditures that are statutory required, those that are
constitutionally mandated, and those that are supported by user
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fees. He suggested the state enploy this nethod as well. These
functions, he stressed, woul d becone higher priorities. He stressed
his intention is not to "take a sledgehanmer or neat cleaver
approach” but rather one that is thoughtful and rational.

Senat or Austerman asked what tinefrane would be provided to the
Adm nistration to allow this prioritization process to be
undertaken within the normal budget cycle.

Co-Chair Kelly responded this constitutional amendnment only all ows
the Legislature the authority to require the Admnistration to
perform prioritization. He stated that statutes would be the
appropriate venue to provide for an inplenentation tinmefrane. He
anticipated statutory changes would be necessary to "refine the
process".

Senator G een offered a notion to report SJR 38 from Commttee with
a $1,500 fiscal note fromthe Ofice of the Governor, Division of
El ecti ons.

The bill MOVED from Commttee wi thout objection
#SCR29

SENATE CONCURRENT RESCLUTI ON NO. 29
Relating to urging the Governor to institute a hiring freeze
on state governnent.

This was the second hearing for this resolution in the Senate
Fi nance Comm ttee.

Co-Chair Kelly noted this resolution would inplenent a hiring
freeze identical to one inplemented in 1999. He was unsure the
effects of the earlier freeze, but stressed it is reasonable for a
governor to inplement a hiring freeze when there are budget
difficulties simlar to the current situation.

Co-Chair Kelly nentioned a simlar hiring freeze currently
occurring in the State of Washi ngton and noted ot her Governors are
i npl enenting simlar hiring freezes.

Co-Chair Kelly commented that the current Admnistration, in the
face of budget gaps, has actually proposed increasing expenditures
and has not nade an adequate effort to manage the budget problem

Co-Chair Kelly referenced a 1999 press rel ease issued by Governor
Tony Knowl es when he inplenented the earlier hiring freeze, and
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articles from the Seattle Post Intelligence regarding the
Washi ngton State hiring freeze [copies on file.]

Senator Green offered a notion to report SCR 29 from Conmittee.
There was no objection and the bill MOED from Commi ttee.
#SJIR37

SENATE JO NT RESOLUTI ON NO. 37

Proposi ng an anendnent to the Constitution of the State of
Al aska relating to officers and enpl oyees of the executive
br anch.

This was the first hearing for this resolution in the Senate
Fi nance Commi ttee.

Co-Chair Kelly testified this constitutional amendment gives the
Legi slature authority to "cross the separation of powers |ines" and
direct the Executive Branch to inplenent a hiring freeze. He noted
this would not affect the current Governor, but could be utilized
by future |egislatures during budget shortfalls.

Co-Chair Kelly spoke to the use of hiring freezes during budget
crises by "managers all over the world" and "governnents all over
the country".

Senator Ward offered a notion to nove from Committee, SJR 37 with
$1,500 fiscal note fromthe Ofice of the Governor, Division of
El ecti ons.

Wt hout objection the bill MOVED from Committee.
#SB299

SENATE BI LL NO. 299

"An Act relating to the establishnent of an additional
sout hcentral panel to the Al aska Wrkers' Conpensation Board
and to appointnents to that panel; and providing for an
effective date."

DEBORAH GRUNDVANN, Staff to Senator Ben Stevens, Chair of the Labor
and Commerce Committee, testified this legislation would anend the
Workers' Conpensation Act to provide for an additional panel for
the Al aska Workers' Conpensation Board in the "southcentral venue".
She referenced a map of the affected area [copy on file.]
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Ms. Grundmann stated this legislation is necessary to allow nore
hearings to occur in that area of the state and subsequently reduce
the "lag tine" between the date a worker files a claim and a
hearing date. She noted it would also relieve a grow ng casel oad.

Senator Leman asked if these hearing panels function for the
duration of one hearing then disband, or whether they are standing
comm ttees that address nultiple cases.

PAUL GROSSI, Director, Division of Wrkers' Conpensati on

Departnent of Labor and Workforce Devel opnent, expl ai ned the panels
are conprised of menbers of the Wrkers' Conpensation Board. He
detail ed how the nenbers are appointed by the Governor, confirmnmed
by the Legislature and serve a termof office.

Senator O son asked how this |egislation would benefit the "comon
wor ker", aside fromtinely resolution of clains.

M. Gossi answered the worker benefits from decisions rendered
sooner. He noted this also benefits enployers in that
adm nistrative and |egal expenses are incurred over a shorter
period of tinme and additionally benefits the Departnment in that
fewer resources are necessary. He explained this |egislation would
i npact the di sputed cases.

Senator O son spoke to the high cost of workers conpensation to
enpl oyers. He asked if small businesses and small municipalities
woul d be adversely inpacted financially by this |egislation.

M. Gossi replied this legislation would have no inpact on the
panel. He stated that if the time |lag were reduced, the overal
costs woul d be sonmewhat reduced as well.

AT EASE 10: 00 AM/ 10: 25 AM

Amendnent #1 as AMENDED:. This anmended anendnent deletes "take
effect” and inserts "be made" and deletes "July 1, 2002" and
inserts "January 1, 2003" on page 2, line 6. The anended | anguage
reads as foll ows.

TERMS AND | NI TI AL APPO NTMENTS. (a) The governor shall
expeditiously nmake initial appointments to the new
sout hcentral panel of the Al aska Wrkers' Conpensati on Board,
aut hori zed by sec. 1 of this Act. The appoi ntnents nade under
this subsection may not be nmade before January 1, 2003.

Thi s anendnment al so del etes Sections 3 and 4, relating to effective
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dates, on page 2, lines 14 and 15 and inserts a new bill section to
read as foll ows.

Sec. 3. This Act takes effect January 1, 20083.

Senator Leman offered a friendly amendnment the original anendnent,
which did not include "take" in | anguage to be del eted from page 2,
line 6. He noved for adoption of the anended anmendnent.

Wt hout objection the anmended anmendnent was ADOPTED.

Senator W I ken spoke as a business operator, stressing that
wor kers' conpensation is one of the nbst expensive aspects of his
business. He expressed he would do whatever he could as a
| egi slator to nake the workers' conpensation process nore efficient
and | ess burdensone, while also recognizing that injured workers
nmust be conpensat ed.

Senator Geen offered a notion to nove CS SB 299 (FIN) from
Conmittee with $5,000 fiscal note fromthe Departnent of Labor and
Wor kf orce Devel opnent.

The bill MOVED from Commttee with no objection
#SB338

SENATE BI LL NO. 338

"An Act nmaking certain individuals convicted of crines
ineligible for permanent fund dividends and relating to
certain paynents of conpensation from the crime victim
conpensation fund; and providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

Co- Chair Donl ey spoke to a proposed conmttee substitute to address
| anguage in the original bill that he was informed was
unconstitutional relating to the Child Support Enforcenent D vision
in the Departnent of Revenue. He explained the commttee substitute
provides that the Division retains access to permanent fund
di vi dends of those Al askans who owe child support.

Co- Chair Donl ey noved for adoption of CS SB 338, 22-LS1190\S as a
wor ki ng draft.

Senator Geen clarified that Section 10 is current practice and
woul d not be perceived as the Legislature "taking noney" fromthe
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Di vi si on.

Co-Chair Donley affirmed and explained this is the same process
applicable to funds "reprogramred” from convicts' dividends to
Al aska Council on Donmestic Violence and Sexual Assault and the
Victins' Conpensation Fund.

Co-Chair Donley anticipated new fiscal notes for the conmttee
substitute.

Co-Chair Donley offered a nmotion to report CS SB 338 (FIN) from
Commttee with forthcomng fiscal notes from the Departnent of
Adm ni stration, Departnment of Education and Early Devel opnent,
Department of Law, Departnment of Public Safety, and Departnent of
Revenue.

The bill MOVED from Commttee without objection.

#
ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 10:32 AM
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