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MVEMBERS PRESENT

Representative M ke Hawker, Co-Chair
Representative JimWwitaker, Co-Chair
Representative Cheryll Heinze
Representati ve Bruce Weyhrauch
Representative Peggy W1 son
Representati ve Max Gruenberg

VEMBERS ABSENT

Representative Vic Kohring
Represent ati ve Nor man Rokeberg
Representative Carl Mses

OTHER LEG SLATORS PRESENT

Represent ati ve Ral ph Sanuel s
Representati ve Dan Ogg

COVM TTEE CALENDAR
ADM NI STRATI ON PRESENTATI ON:  FI SCAL SI TUATI ON OF THE STATE
TAPES

03-1, SIDE(S) A & B

CO- CHAIR JI M WH TAKER cal | ed the House Special Conmittee on Ways
and Means neeting to order at 7:00 a.m Representatives Hawker,
Wi t aker, Heinze, and WIson were present at the call to order
Representatives Wyhrauch and G uenberg arrived as the neeting
was in progress. Representatives Sanmuels and Ogg also were
present.

SUMVARY OF | NFORVATI ON

[Comm ttee packets contained an 18-page handout from the Ofice
of Managenment & Budget dated March 14, 2003; a 1-page docunent
entitled "F. Constitutional Budget Reserve"; and a 1-page graph
| abel ed "Why are you doing all this now?"]
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WLLIAM A CORBUS, Comm ssi oner, Depart nent of Revenue,
i ntroduced four people from the departnent: Tomas H. Boutin,
Deputy Comm ssioner; Steve Porter, Deputy Comm ssioner; Gary
Bader, Chief Investnent Oficer; and Charlene Mrrison, Deputy
Controller. He discussed the mssion of controlling state
spendi ng and being nore efficient. As of April 13, he reported,
the general fund (GF) has $153.5 million and the Constitutiona
Budget Reserve (CBR) has $1.943 billion. He said the long-term
financial situation is this: Al aska is vulnerable financially.

Al aska has the CBR, established by constitutional anendnent. In
the last 12 years, $7 billion was deposited from settlenents
with oil conpanies. In the last 10 years, $5 billion has been
spent, and thus $2 billion remains. He said about 80 percent of
the state's annual revenues cone from the oil industry. al

prices are volatile, however, and recently dropped about $12 a
barrel in less than a nonth.

COW SSI ONER CORBUS di scussed suggestions that have been offered
such as wusing the permanent fund to help pay the cost of
gover nnent ; he noted that several entities have offered
potential solutions. He concluded by saying the system is
vul nerable to lower oil prices and that this problem needs to be
addr essed. He indicated the admnistration |ooks forward to
working with the legislature towards a solution. In response to
guestions, he said other states have problens nore serious than
those in Al aska, which has the permanent fund, the CBR, and
relatively low personal t axes. However, the forecast
illustrates a problemin hol ding expenditures down.

TOVAS H. BOUTIN, Deputy Comm ssioner, Departnent of Revenue, in
response to questions, said a change in bond rating would affect
all outstanding public debt and all prospective Al aska debt.

COMM SSI ONER CORBUS said a mmjor concern is a sudden drop in oi
price, if it drops and stays there. In response to questions
about any "rabbits in a hat," he suggested the Departnent of
Nat ural Resources shoul d address those, since there is an effort
[by the adm nistration] to increase oil flow and so forth.

MR, BQUTIN, in response to further questions, said a negative
credit change would increase the cost of debt in the future
since the value of the security depends on the credit rating.
The credit rating is a snapshot of all potential and existing
revenue, as well as the state's call on those revenues.
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COW SSIONER CORBUS, in response to coments, nentioned the
federal governnent, oil, nyriad other revenues, corporate incone
tax, fish taxes, and user fees as potential sources of revenue.
In response to a request, he offered to provide nore information
during the interim

[ Si de B begi ns]

[ Menbers discussed how dire the situation is, the need to
address it, and the conmttee's role in contenplating solutions
after obtaining information from the admnistration, t he
university, and so forth.]

JAY HOGAN, Deputy Director, Ofice of Mnagenent & Budget,
Ofice of the Governor, suggested it would be nice to focus on
| eaving a sumin the CBR and repaying noney voluntarily in tines
of high incone; however, it hasn't been paid back to date.

ANNOUNCEMENTS

There were no conm ttee announcenents.
COW TTEE ACTI ON

The conmmittee took no action.

ADJ QURNMENT

There being no further business before the commttee, the House
Special Commttee on Ways and Means neeting was adjourned at
7:59 a.m

NOTE: The neeting was recorded but no log notes are avail abl e.
A copy of the tape(s) may be obtained by contacting the House
Records O fice at State Capitol, Room 3, Juneau, Al aska 99801
(mailing address), (907) 465-2214, and after adjournment of the
second session of the Twenty-Third Al aska State Legislature this
information may be obtained by contacting the Legislative
Ref erence Library at (907) 465-3808.
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