M NUTES
SENATE FI NANCE COW TTEE
January 28, 2004
9: 05 AM

TAPES

SFC-04 # 2, Side A
SFC 04 # 2, Side B

CALL TO ORDER

Co-Chair Gary WI ken convened the neeting at approxinmately 9:05 AM
PRESENT

Senat or Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Fred Dyson

Senat or Donny O son

Senat or Lyman Hof f man
Senator Ben Stevens

Al so Attending: BRUCE TANGEMAN, Fiscal Analyst, Division of
Legi sl ative Finance; DAVID TEAL, Director, Division of Legislative
Fi nance; CHERYL FRASCA, Director, Ofice of Managenent and Budget,
Ofice of the Governor

Attending via Teleconference: There were no teleconference
parti ci pants.

SUMVARY | NFORMATI ON

SJR 3-CONST AM APPROPRI ATI ONV SPENDI NG LIM T

The Conmittee heard fromthe sponsor, the Division of Legislative
Fi nance and the O fice of Managenent and Budget. The bill was held
in Committee.

[ Note: Audio mal function at start of neeting, introductory portion
not recorded. ]

#SJIR3
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CS FOR SENATE JO NT RESOLUTI ON NO. 3(JUD)

Proposi ng an anmendnent to the Constitution of the State of
Al aska relating to an appropriation limt and a spending
limt.

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

Co-Chair WIken announced the purpose of this neeting was to
overview the resolution and present concerns. He referenced a
handout titled "Points of Consideration”™ [copy on file], which
Senat or Dyson woul d speak to. Co-Chair Wl ken stated the Comm ttee,
with the assistance of the Division of Legislative Finance and the
Mur kowski Adm ni stration, woul d devel op argunents for and agai nst
the points outlined in the handout. He added that additional issues
could be added as they arose.

Senat or Dyson, sponsor of this resolution, presented the bill. He
informed that a constitutional spending imt was adopted in 1981,
although it "appears to not work. He told of earlier efforts to
rectify this, including previous |egislation sponsored by forner
Senat or Dave Donl ey.

Senator Dyson inforned that at the start of the twenty-third
| egi sl ati ve session he subsequently reintroduced the resolution
aut hored by Co- Chair Donl ey.

Senator Dyson outlined the aforenentioned handout, which he
characterized as identifying policy issues the Conmittee could
address, beginning as foll ows.

1. What factors should be used in the fornmula to determ ne
t he al |l owabl e change (increase or decrease) to be applied to
the appropriations or expenditures?

A Tied to popul ation increases or decreases?

W need to answer the question: “What portions of the
state’s budget change directly when the popul ati on grows
(or decreases)? The school foundation formula and peopl e
seeki ng governnent assistance and the PFD do increase
linearly with popul ation. Wat portions of the operating
budget are inpacted by changes in population, and how
much? How does this tie to our aging population or
i ncreases (or decreases) in school age children?

Senat or Dyson pointed out that new resents of school age would
affect the State's education foundation funding fornula and
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"medically fragile" and disabled new residents would affect the
need for nedical services.

B. Tied to per capita inconme?
Shoul d growi ng weal th equate to expandi ng gover nment ?
What are the conponents of governnent that remain fixed
regardl ess of citizen personal incone? Do people need
nore gover nnent assi stance when their incone decreases?
Does the need for nore governnent decrease with nore
personal wealth, and if so, by how nmuch?

He rel ayed that the Governor has suggested that per capita incone
be utilized as a factor in determning appropriation limts. He
noted this nethod has been "popular”™ in other states that operate
with spending limtations. However he argued that each of those
states al so has an incone tax and therefore the amount of persona
i ncone earned by residents affects the anount of revenue coll ected
by that state. He al so questioned the need for increased government
services proportionate with increased personal incone.

C. Budget increases tied to Consuner Price |ndex
(CP1)?
If tied to CPI, how reasonable is it to use what OVB
calls the “CPIU Anchorage” (Consuner Price Index for al
urban consuners for the Anchorage netropolitan area
conpi |l ed by the Bureau of Labor Statistics, United States
Departnent of Labor)? W should answer the question
“What portions of the operating budget are affected or
unaffected by inflation, and how are such portions
af fect ed? Leases, long term contracts, etc. are
typically not affected by yearly inflation.

Senat or Dyson stated that sone expenditures woul d be unaffected by
inflation, such as long-term leases that do not contain an
inflation escalator and | ong-term contracts.

D. It’s the opinion of Legislative Finance that all of
t hese factors have advantages and di sadvant ages. W need
to understand these factors, perhaps consider other
factors, and craft the nost valid and reasonabl e fornul a.

Senat or Dyson expressed the need to clarify whether to limt the
gromh of appropriations or to base future appropriations on
current year real expenditures. He explained that sone unexpended
funds carry-forward or are transferred to cunul ati ve accounts.

Co-Chair G een asked how to prevent the mani pul ation of statistics
for the purpose of attaining a specific goal.
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Co-Chair Green al so questioned the assunption that |eases woul d not
be affected by inflation.

Senator Dyson stressed that |ease paynent anounts would not
increase, nor would ternms of four-year contracts with enployee
bar gai ni ng units.

Co-Chair Geen countered that "catch up" woul d be necessary at the
conclusion of the contract to adjust for inflation that occurred
over the termof the original agreenent.

Co-Chair Wl ken stated this issue should be noted for further
revi ew

AT EASE 9:17 AM/9:17 AM

Co-Chair W/l ken called upon Division of Legislative Finance staff
to join the discussion.

Senat or Hoffrman spoke to increases and decreases resulting from
federal mandates, cautioning that if the State did not neet the
anended obligations, federal funding would be |ost. He asked how
this proposal addresses the situation.

Co-Chair WIlken clarified that iif the federal nmatch ratio
requi rement increased, the State would be required to contribute a
| arger portion of funding for a programor project to be eligible
to receive the federal portion, thus increasing the budget of the
af fected State agency.

Senator Dyson noted Co-Chair Donley addressed this issue by
providing that if there was need for an increase due to extraneous
ci rcunstances beyond the anmount allowed in the appropriation
formula, the legislature could vote to increase the operating
spending limt. He commented that the decision nust be nmade as to
whet her a sinple majority, two-thirds majority, or super nmgjority
vote woul d be required to make such al |l owances.

Senat or Hof fman opined that the allocation [imt should be "lifted"
or increased accordingly, in those instances to accommodate the
changed federal requirenent.

Co-Chair WIlken added this issue to the mtters requiring
consi derati on.

2. W'd like to make the fornmula state that the [imt wll
be based on the previous appropriation or actual expenditures,
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whi chever is |ess.

A Legi sl ative Legal staff says t hat act ua
expenditures would always be |ess because not al
appropriations are spent by the end of the fiscal year.

B. Some noneys are put in trust and are not expended.
C. Sonme noneys go to purposes that do not | apse at the
end of the year.

D. How can we delineate or define such “expenditures”

so that we can incorporate this concept?

Senat or Dyson noted that two years could be required to secure
accurate expenditure data. He added that a two or three-year
average formul a were other options.

3. What exenptions should be nade? The Ofice of Managenent
and Budget are recommending that we elimnate the follow ng
that were in the Donley Constitutional Amendnent:

A. Railroad? On the one hand it increases the overal
appropriation, thereby increasing the anount represented
by the limt calculated. On the other hand, to exclude
it may nmean they aren’'t limted |ike those Governnent
exenptions who are not exenpted and are thus not
subjected to the sane constitutional discipline.

B. Uni versity and Al aska Vocational Technical Center?
Only a portion of their funds come from state
appropriations. Some of their revenue conmes from
tuitions and other sources. Should the general fund
contributions to these institutions be limted |ike other
state governnent functions, and if so, how?

Senator Dyson noted Co-Chair Donley proposed several exenptions
that would not be included in the appropriation limtation;
however, the Ofice of Mnagenent and Budget suggested the
af orenenti oned three be excluded fromthe |ist of exenptions. He
enphasi zed these are policy decisions.

Senator B. Stevens asked if the spending limtation would apply
only to the State portion of the funding for these organi zati ons or
to their entire budgets.

Senat or Dyson responded this was a matter to be addressed.
BRUCE TANGEMAN, Fiscal Analyst, D vision of Legislative Finance,
rel ayed that Co-Chair Donley's proposal and subsequent versions of

simlar resolutions have excluded federal funds and included non-
duplicated funds in appropriation limtations. Therefore, he
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concl uded that interagency receipts would not be "counted".

Senator B. Stevens asked if the appropriations [imt would include
aut hori zation to expend freight and passenger receipts and asked
whether this would Iimt the growh of those functions.

DAVID TEAL, Director, Division of Legislative Finance, inforned
that the Legislature appropriates no State funds to the Al aska
Rai |l road Corporation and has no oversight in the budgeting and
operation of the agency. He explained that if the railroad were
included in the appropriation [imtation, and permtted to continue
to determine fund expenditure, any increased expenditures would
affect the State's overall appropriation and thus other budgets
nmust be reduced accordingly. Conversely, he noted, that reduction
in spending by the railroad or the University would allow for
i ncreased appropriations elsewhere in the State budget. He
enphasi zed that the inclusion or exenption of the Railroad,
Uni versity and Al aska Vocational Technical Center (AVETC) woul d be
a policy call to be nade by the Legislature.

Senator B. Stevens expressed he would need to be convinced that
agencies that do not receive State funds should be included in
spending limts.

CHERYL FRASCA, Director, Ofice of Managenent and Budget, Ofice of
the Governor, testified the intent was to "narrow' the nunber of
exenptions. She explained that when exclusions are provided; an
incentive is nade to categorize funding into the exenpted entities
to allow for increased funding. She asserted that past behavi or of
the Legi slature has denonstrated this.

Senat or Dyson agreed with Senator B. Stevens' point, questioning
why growth should be Ilimted in the event of increased demand for
Rai l road or University services, or receipt of increased federa
fundi ng for expansion that would not inpact the State's operating
budget .

Ms. Frasca noted the State "invests" over $200 nmillion in the
University. She suggested that if tuition receipts were to be
excluded fromthe appropriation limtation, this nmust be specified
to prevent categorization of other funds as university receipts.
She qualified that sone federal funding and trust fund i ncones nust
be expended in specified manners.

Senator B. Stevens noted the Legislature allocates a single line
item appropriation to the University, which the Board of Regents
then expends as it determnes. He therefore surmsed that a
limtation should only be inposed on the anmount of funding provided
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by the State.

Co-Chair WI ken understood and shared this concern and included the
i ssue for further consideration, noting the argunents woul d not be
debated at this hearing.

Senator Bunde recalled that a handout was distributed to the
Comm ttee the previous year showi ng the anmount of federal funds
received by the State [copy not provided at this tine]. He spoke to
conpl ai nts about the significant anmount of total funds included in
the State budget, although the Legislature does not control a
majority of the funding. He predicted, that despite the
i npl enentation of an appropriation limt, conplaints would continue
to be nade by uni nforned Al askans, because the total budget woul d
continue to increase. He supported a spending cap to denonstrate
that the legislators are "good stewards"” of the State's funds and
t hat exenption of federal funds could be confusing.

Co-Chair WIlken added this matter to the issues to be discussed
further.

Senat or Dyson agreed with Senator Bunde's observation.

Senat or Hof f man asked why the federal Airport |nprovenent Prograns
(AIP) funds were not included as an exenption, suggesting that
limting airport expansions would |limt the nunber of travelers
able to utilize the facilities and cone to Al aska.

Co-Chair WIken noted this would also be included as a topic of
di scussi on.

Senat or Dyson al so pointed out that expenses incurred to pay off
bonds for capital projects are exenpted in this |egislation.

Senator Hof fman stressed that additional operating expenses are
necessary to maintain and operate expanded facilities. He remarked
that a two percent increase, as proposed in this resolution, would
be insufficient.

Senat or Bunde commented that the permanent fund dividend programis
the largest single appropriation made each year and nust al so be
i ncluded as an exenption. He asserted that any growh in spending
shoul d acknow edge growt h of the Permanent Fund Divi dend.

Co-Chair W1l ken added this point to the itens of discussion.

Senator B. Stevens asked if the exenption would apply to expenses
relating to revenue anticipation bonds or just to general
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obl i gati on bonds.

Ms. Frasca replied that the Ofice of Managenent and Budget
recomrends exclusion of revenue bond debt paynent, distribution of
the proceeds, and general obligation bond proceeds; however debt
service for general obligation bonds, school reinbursenent and
certificates of participation would not be excluded from the
appropriation limt. She reiterated that any exclusion would create
an incentive to "exhibit that behavior," and woul d encourage future
| egislators to incur debt for capital projects and di scourage cash
paynment for such projects. This, she stated, is because cash
appropriations would be subject to the spending |imt, although
revenue would be required to fund the projects regardless of
whet her bonds were i ssued.

Co-Chair WIlken added this topic to the list of talking points to
illustrate different types of bonds and how they woul d be addressed
under the proposed appropriation limt.

Senat or Dyson furthered that a determ nation should be nade as to
accept abl e operating funding increases in the event of expanded or
new facilities.

Ms. Frasca argued that the opening of a new facility does not
necessarily generate increased revenue. She exanpled the recently
opened Kenai Peninsula Juvenile Facility and the need to reduce
fundi ng el sewhere to provide funding to operate this new facility.
She stated that new and expanded facilities therefore "conpete for
dollars" with existing facilities to cover operating expenses.

Senator Hof fman commented that the Al aska Constitution requires
that the Legislature appropriate no nore funds that what is
avai |l abl e and therefore questioned the need for this resolution.

Senat or Bunde opined that the State has not practiced diligence in
maintaining facilities and surmised that an appropriation
limtation could result in poorer maintenance of new facilities if
adequate funding were not allowed for operating purposes.

4, Should the nunber of legislators required to approve
exceeding the limt fornmula be 2/3 or 3/4?

A If the party in power wants to spend nore noney
irresponsibly, are we giving enough power to the
responsible mnority to stop the spendi ng spree?

B. If we give too much power to the mnority, will they
be able to hold the majority hostage and demand persona
or irresponsible special interest pork, when good public
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policy would necessitate increased spending to neet
unusual circunstances?

5. Shoul d we keep the second 2% Ilimt in place? Is 2%the
right absolute limt to exceed the fornmula limted increases?

A Should it be higher or |ower?

B. Under what circunstances would we want to override
the |limt so drastically that we would violate the
constitution to do so?

B. Should this Iimt apply also to capital projects?

Senat or Dyson noted Co-Chair Donley's proposal would have required
a three-quarters majority of both houses of the |egislature and
woul d have limted any increase to two percent.

Senat or Dyson spoke to tines when abundant fundi ng was avail abl e
and the subsequent expanded role of state governnent. He asserted
that as a result, the current |egislature nust determ ne which
functions to continue to fund and at what level, with | ess incone
avai l able. He suggested this provision could restrain exponenti al
growh in the event of future increased revenue.

Senator O son asked if historically, a provision existed to change
the requirenent from a two-thirds nmgjority to a three-quarter
majority in the event of a "super mpjority.”

The exi stence of such a provision was unknown.

Senat or Dyson asked whether the appropriation limtation adopted in
1981 required a super majority to override the limt.

M . Tangeman enphasized that the anmount of funds available for
expenditure far exceeded the limtation stipulated in the 1981
limt. Therefore, he asserted, the original allocation limt is of
"clearly no use" at the present tine.

Ms. Frasca listed that 29 states have a limtation of either
revenues or spending: of those 12 states require a two-thirds
majority to override the limt, two states require three-fifths
maj ority, seven states require a sinple mgjority, six states have
no provision to allow waivers, and no states require a three-
gquarters majority.

Co-Chair WIlken referenced a graph titled, "Draft-Spending Limt

Proposal s" provided by the D vision of Legislative Finance [copy on
file.]
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M . Teal explained this graph denonstrates the inpacts of various
approaches to a spending limt. He indicated that a cunulative
approach, such as the existing [imtation, is unrelated to actual
spending and allows for no self-correction for actual expenditures.
He stated that over time, this results in alimt "far away from
anything resenbling reality”. He noted the authorized appropriation
anount for FY 04 under the 1981 provision is $6 billion, whereas
actual expenditures would be approximately $2.2 billion. He
suggested this could be renedi ed by reduci ng percentages.

Co-Chair WIlken clarified the Iline on the graph |abeled
"cunul ative" represents Article IX Section 16 of the Al aska
Constitution.

M. Tangeman added that the cunulative |ine accounts for nost
exenptions contained in the various proposals, such as federal
recei pts, dedicated funds, etc., and therefore differs from the
exi sting constitutional provision.

M. Teal pointed out that all of the nethods denonstrated in the
graph have been adjusted to account for exenptions in the sane
manner. He furthered that the trend denonstrates the pattern for
each nmethod if enacted in 1997.

M. Teal next addressed the line iteml abel ed "annual ", expl ai ning
it represents the nethod proposed in Senator Donley's earlier
| egi slation, SIR 23 and would result in the "opposite extrene" to
that of a cumul ative approach. He stated that the annual approach
is based only on actual expenditures and if spending decreased in
one year, future appropriations would be limted to increases based
upon the | ower budget, although actual requirenents increase and
decrease every year. He suggested adjustnents could be made, but
cautioned such actions would be "arbitrary, conplex" this would
require continual overrides.

M. Teal then spoke of "a nunber of m ddle ground options" between
the extrene cunul ati ve and annual approaches. He asked whether the
Governor had a recommended net hod made public.

Ms. Frasca responded that the Admnistration chose to nake
suggestions to the | egislative proposals.

M. Teal also suggested that "benchmarks" could be placed to nake
periodic adjustments stated that because the two aforenentioned
approaches were not viable, a third nethod is denonstrated on the
graph as "recent growh" and was recommended by the Ofice of
Managenment and Budget. He explained that a fixed base would be
established, as with the cunulative approach, although "growth
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cal cul ations" would be made to the previous three to five years to
prevent the incremental increases to "get out of control". He
poi nted out the data on the graph shows a decrease for FY 97 and FY
98 under this nethod despite the growth calculations based on
popul ation and personal incone, both of which variables had
constant increases. He explained this is because the allowable
spending increase is calculated on the rate of growth

M. Teal expressed that this nethod itself is not necessarily good
or bad, but dependant upon the various factors to determ ne
success.

M. Teal suggested that "benchmarks" could be placed to nake
periodi c adjustnents noting the information contained on the graph
is based on 1981 expenditures. He |listed another option of allow ng
t he budget to increase by a set anmpbunt or certain percentage each
year. However, he recomended devel opnent of a theory to adopt a
spending limt based on determ ned vari ables, such as the need for
services, cost of providing those services, and avail abl e revenue.

M. Teal continued that population affects the need for services
and the Consuner Price Index (CPl) is adequate for determning the
cost of services, although not all governnent services are affected
by population or the CPI. He stated that acconmobdations could be
made to account for the exceptions.

SFC 04 # 2, Side B 09:53 AM

M. Teal spoke to revenue as a conponent of determ ning allowable
appropriation anounts. While personal incone reflects the state of
t he econony, he warned that it is only applicable for states that
inpose a broad based tax: either a sales or incone tax. He
expl ai ned that when personal incone rises, revenue generated from
these taxes increases. He noted that personal incone is often
reflected in the CPI, and therefore both variables should not be
used.

M. Teal further questioned the option of basing appropriations
partly on revenue, saying that a significant portion of Al aska's
revenue is fromoil proceeds, and that oil prices are volatile. He
furthered that in those states that base appropriation
aut horizations to revenue, residents understand that increased
taxes allow for increased spending and subsequently pass
initiatives restricting tax increases.

M. Teal reiterated that many options exist and he was unsure if

SFC- 03 (11) 01/ 28/ 04



the Commttee would debate them and amend this resolution,
stressing that the Commttee nust decide what should occur with
regard to a spending limt. He posed additional considerations,
i ncl uding determ ning the inportance of stability, contingency in
the event of declining revenue or revenue "spi kes" generated froma
natural gas pipeline for exanple. He al so enphasized the need to
address the current structural deficit of $400 million to $600
mllion each year. He warned that this fiscal gap could not be
mai ntai ned indefinitely because the CBR would be depleted. Upon
depletion of the CBR, he noted a spending limt would be
unnecessary because the anount revenue to appropriate would be
l'imted.

M. Teal answered Senator Hoffnman's question of why a spending
limt is necessary, stressing that the existence of the CBR equates
to unlimted revenue for current years.

Co-Chair WIlken conmented this is a subjective and conpl ex issue.

Senat or Bunde cautioned prevention against a hidden incentive to
spend the maxi num anount appropriated to various prograns and
proj ects.

Senator Dyson cited the Alaska Constitution Art |IX Sec. 16 in
suggesting the basis for a three-quarters mpjority option. This
section provides that the |egislature may exceed the appropriation
limt if the Governor signs such a bill or a gubernatorial veto is
overridden by a three-quarters majority vote. He surmsed this
denonstrates historical precedent of a three-quarter majority.

Senat or Hof fman di sputed M. Teal's argunent of the necessity of a
spending limt, because a three-quarters majority vote is required
to withdraw funds fromthe CBR

Senat or Hof fman asked nunber of states with provisions in the
constitution to limt spending to the amount of revenue generated.
He suggested that |imtations of other states should be reviewed.

Senator O son comented that although other states have spending
limts, many of those states al so have fiscal problens considerably
worse than that in Alaska. He attributed sonme of these situations
to spending limts.

6. This proposal elimnates the current wording that 1/3 of
appropriations should go to capital projects. Do we want to
agree to that?

Senat or Dyson characterized this item as a housekeeping matter
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al t hough he encouraged | egitinmte di scussion.

7. Shoul d we keep the requirenent that the governor reduce
expendi tures as necessary after the | egislature approves a 2%
i ncrease over the formula limt?

Senat or Dyson noted this issue should be discussed.

Senat or Bunde clarified this provision requires that the Governor
veto any legislative action to increase fundi ng above the all owabl e
two percent.

M. Tangeman affirnmed that in the event the legislature
appropriates nore than a two percent increase, the Governor is
required to reduce expenditures through line itemveto.

Co-Chair WIlken asked if this would apply in the event the
| egi sl ature approves an increase by a three-quarters majority vote.

M . Tangenman responded that the requirenment of the Governor stil
applies.

Senat or Dyson pointed out this is the existing provision.
Senat or B. Stevens understood page 2 of bil

Senat or Bunde remarked this furthered the need for a constitutional
spending limt because one legislature could not bind future
| egi slatures. He explained that in the event a | egislature overrode
such a gubernatorial veto and a cycle ensued, the courts would rule
according to the Alaska Constitution.

Senat or Hof f man i nstead suggested the proposal in item#7 could be
furthered to all ow appropriations of greater than two percent in
the event the | egislature overrode a gubernatorial veto of such an
action.

Senator B. Stevens was unsure whether the |egislature should
relinquish its ability to override vetoes.

Co-Chair WIlken surmsed this itemneeds further review

Ms. Frasca inforned that the Attorney CGeneral has advised that this
provision would result in the legislature relinquishing its power
of appropriation and could be unconstitutional.

8. What do we do with excess funds above the two tiered
operating budget limts? What funds do we consider (general
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funds, other)?

A The constitution currently says, “The governor shal
cause any unexpended and unappropriated balance to be
invested so as to yield conpetitive market rates to the
treasury.” [Last sentence of Art. IX Sec. 16]

B. Shoul d the governor be required to deposit such
funds to the Constitutional Budget Reserve?

C. The constitution says that if funds have been
wi thdrawn fromthe CBR (as is currently the case), that
noney in the general fund avail able for appropriation at
the end of the year will be deposited in the CBR  \Wat
about when we have paid back the CBR and no | onger “owe”
the CBR? [Article I X, Section 17(d)]

Senat or Dyson surm sed t hat deposi ting unexpended and
unappropri ated bal ances into the CBR woul d neet the provision of A
He posed the question as to whether this should be required as
suggested in B. He cited Senator B. Stevens's anal ogy of the CBR as
a "bridge to the future" and opi ned that such actions would return
the legislature to the role of "prom se keepers” in "rebuil ding"
the CBR He explained C as a consideration that if the bal ance of
the CBR reached a certain anmount whet her excess general funds could
be expended for other purposes.

Senat or Hof f man recomended di scussi on of whet her funds shoul d al so
be deposited to the permanent fund.

Co-Chair WIlken added this to the list of itens for consideration.
Senator B. Stevens restated the question as to whether excess funds
shoul d be deposited into the permanent fund before the total anount
of funds withdrawn fromthe CBR in past years has been "repaid".
Co-Chair WIken restated other issues added for consideration: #9,
whet her federal dollars should be included in a spending limt; and
#10, how different types of bonds woul d be incl uded.

Senat or Dyson al so noted points rai sed about inclusion of pernmanent
fund dividend payouts, and the escalating cost of operating
expanded and new facilities.

Ms. Frasca indicated she would provide a handout containing a
sumary of the appropriation and revenue limts of other states.

Ms. Frasca expressed that in event of revenue "w ndfall" she wanted
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to insure that the size of government would not grow, regardl ess of
the fund source. She noted several prograns she did not consider
essential state services, but are sonehow exenpt from budget
reducti ons because they are not funded with State funds. She
remarked it is difficult to justify elimnation of State Trooper
positions at the same tinme funding is increased to a State
cor poration.

Senat or Bunde specul ated on the current size of State government if
such a growth restriction were in place during the 1970s.

Senat or Dyson appreciated Commttee's patience and anticipated
these efforts would result in a better process. He was "personally
chal | enged” by the idea that increases in the individual wealth of
Al askans woul d reci procate a | esser demand for governnent services,
such as public assistance. He anal ogi zed his attenpts to "set the
guardrails on public policy"”, to protect against "falling in the
ditch" as a result of poor decisions.

Senator Dyson noted he and M. Frasca worked wunder simlar
guidelines in the Minicipality of Anchorage wth its tax
limtation, which he opined forced "healthy discipline". He
suggested that with proper planning "unfortunate and uni ntended"
consequences of a spending limt could be avoi ded.

Co-Chair WI ken requested Senator Dyson address the questions posed
during this hearing. Co-Chair WIlken noted that the House of
Represent ati ves was consi deri ng conpani on | egi sl ati on.

Co-Chair W/l ken ordered the bill HELD in Committee.

#

ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10:17 AM
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