HOUSE FI NANCE COW TTEE
February 21, 2008
1:41 P. M

CALL TO ORDER

Co-Chair Chenault called the House Finance Comm ttee neeting
to order at 1:41:36 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve M ke Hawker
Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Mary Nel son
Representative Bill Thomas Jr.

MEMBERS ABSENT

Representative John Harris

ALSO PRESENT

Representati ve Ral ph Sanuel s; Representative Sharon G ssna;
Representative Peggy W/ son; Representative Scott Kawasaki
Representative Bob Buch; Sharon Kelly, Staff, Representative
M ke Chenaul t.

PRESENT VI A TELECONFERENCE

There were no tel econference participants.

SUMVARY
HB 310

HB 312

An Act making appropriations for the operating and
| oan program expenses of state governnment, for
certain prograns, and to capitalize funds; making
suppl enent al appropri ations; and maki ng
appropriations under art. I X, sec. 17(c),
Constitution of the State of Al aska; and providing
for an effective date.

HB 310 was HEARD and HELD in Committee for further
consi derati on.

An Act making appropriations for the operating and
capi tal expenses  of the state's integrated
conpr ehensi ve nmental health program and providing
for an effective date.
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HB 312 was HEARD and HELD in Committee for further
consi derati on.

#HB310

#HB312

1:42:14 PM

HOUSE BI LL NO. 310

An Act making appropriations for the operating and | oan
program expenses of state governnent, for certain
programs, and to capitalize funds; making supplenenta
appropriations; and nmaking appropriations under art.
| X, sec. 17(c), Constitution of the State of Al aska;
and providing for an effective date.

HOUSE BI LL NO. 312

An Act nmaking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conpr ehensi ve nmental health program and providing for
an effective date.

Co-Chair Meyer MWED to ADOPT work draft 25-GH12015\M
Bailey, 2/20/08, as the version of HB 310 before the
Comm ttee. There being NO OBJECTIONS, it was so ordered.

Co-Chair Meyer MWED to ADOPT work draft 25-GH12008\C,
Bailey, 2/20/08, as the version of HB 312 before the
Comm ttee. There being NO OBJECTIONS, it was so ordered.

1: 43: 34 PM

Co-Chair Chenault noted that copies of the bills and agency
summaries were available online for review There will be
public testinony taken on the bills on Friday, Saturday and
Monday (2/22, 2/23 & 2/25).

Co-Chair Chenault discussed the anendnent process and
observed that the proposed committee substitute contains
$4.291 billion General Fund dollars. The Governor’s anmended
bill totaled $4.392 billion dollars, equaling a savings of
$101.45 mllion dollars between the two proposals.

He pointed out that two joint finance conmttee neetings had
been hel d discussing the differences between the CGovernor’s
and Legislative Finance D vision (LFD) fiscal summary.
Fol  owi ng di scussions, the four Finance Co-Chairs brought
forward a letter to the Governor, requesting that budget
amendnents be submitted to help reach a comon starting
point for the FY09 budget conparisons. No anendnents were
received nor was contact nmade by the Admnistration to
di scuss the itens.
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Co-Chair Chenault advised that the Chair’'s office instructed
the Legislative Finance Division (LFD) to include a columm
| abel ed GAMDADJ (Governor’s Amend Adjustnent) colum. He
noted that Ms. Kelly would review the changes added to that
col um.

1:46: 18 PM

Co- Chair Chenault continued subcommttee’s chairs were given
the foll ow ng instructions:

e Start with the adjusted base.

* Review inpact statenents requested fromthe departnents
relating to fundi ng change requests.

* No new prograns added and will be addressed at full
finance neeting.
e Did not accept any fuel adjustnents, which wll be

addressed in the Language section.

* Review | anguage pertaining to each departnment and make
any appropriate recommendations to the Co-Chairs.

 Review personnel services & do not add any new
positions if vacancies exist; review the admnistrative
positions to determine if overhead can be cut.

e Review Travel costs.

e Look at how departnent funds conputers because sone
departnments receive a base allocation for replacenent;
sonme do not.

* Review Mental Health Trust Authority (MHTAAR) requests.
He pointed out that the MHTAAR fund continues to grow.
They then turn those prograns over to the State
requiring General Fund dollars. He noted that even
t hough the program continues to grow, State funds are
anticipated to decline, which should be discussion with
the Mental Health Trust Board, determining the base
funding they can provide and when those progranms woul d
be turned over to the State for funding. He advi sed
that discussion wll continue through the budget
process and during the interim

e Assist the Governor in Kkeeping the increases to a
mnimumin an effort to control State spending.

Co-Chair Chenault noted that the subcommittees recommended

cuts totaling alnost $90 million dollars; the |argest was
made to the Departnent of Health and Social Services in the
amount of $34.8 mllion dollars.

He added many subcommittee chairs and nenbers expressed
frustration in an inadequate short time to review the
budget s.

1: 49: 06 PM
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Representative Gara asked if the changes were to the
Governor’s budget or the Governor’s anmended budget.

SHARON KELLY, STAFF, REPRESENTATI VE M KE CHENAULT, expl ai ned
that she would address that during her coments. She
poi nted out that the original Governor’s bill was submtted
on Decenber 10, 2007. She noted there had been two House
Finance neetings to discuss the differences in the
presentation. The four Finance Co-Chairs requested that the
Governor submt anendnents in the interest of reaching a
common starting point, allowing for the FY09 budget to be
conparable to the FY08 budget. Copies of that letter are
posted on the House Finance Conmittee website. None of the
requested anmendnents were received; consequently, a new
colum on the handout |abeled GAMDAD] was added. (Copy on
File).

1: 50: 24 PM

The letter to the Governor requested that four itens be
addr essed:

» Consistent use of funding sources: Corporate dividends
including Alaska Industrial Developnent and Export
Authority (AIDEA), Alaska Housing Finance Corporation
(AHFC), Al aska Student Loan Corporation (ASLC) & the
Al aska Capital Incone Fund (ACIF); all of which are
traditionally reserved for capital projects were
replaced with General Funds. These transactions total
$49.3 mllion dollars, and were incorporated into the
GAMDADJ as net zero. The dividends were renoved and
replaced with General Funds.

» Consistent treatnent of capital & operating itens:
Five itens considered capital itens were renoved from
the work draft totaling $114.9 mllion dollars.
Thirteen itens considered operating itens but listed in
the capital budget were not included. I n discussions
with the Ofice of Mnagenment and Budget (OVB), four
remained in the capital budget, subject to committee
approval and the other nine itenms were renoved from
capi tal budget.

» Consi stent | i nkage bet ween t he year of t he
appropriation and the year of the expenditure: Four
itens proposed by the Governor were supplenental budget
itens and were renoved from the bill, which includes
the $1.75 billions dollars to the Public Education
Fund, the $450 mllion dollars to the Teachers
Retirement System Fund (TRS), $5 nmillion dollars to the
I nformati on Service Fund and $223.7 mllion dollars to
t he Constitutional Budget Reserve (CBR)

1: 51: 58 PM
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* Full exposure of expenditures: The Co-Chairs requested
the Governor to fund the Public Education Fund in the
manner the Legislature was seeking & prefunding one
year of education in the budget. To fund FY2010
education, requires an additional appropriation of $4.1
mllion dollars added to the draft. I ncreases due to
the Education Task Force legislation will be added
t hrough the fiscal note process.

* Requested an anmendnent funding TRS at the ful
contribution level: A transaction adding $43.9 million
dol l ars has been added to the draft. The only changes
between the Covernor’s anmended proposal are the net
zero replacenent of corporate dividends in the Capita
| ncome Fund with General Fund doll ars.

1: 52: 50 PM

Ms. Kelly rem nded nenbers that the subcomm ttees began work
at the beginning of session. Due to nunerous fund change
requests from other funds to Ceneral Funds, the departnents
were requested to provide inpact statenents to assist the
subcommittees in that work. The information is posted on
Legi sl ative Finance Division (LFD) web page.

She noted that on February 13", the CGovernor submitted 189
budget transactions for the operating budget. Sonme were
considered by the subcommttees. Al'l subcommittees closed
out by February 19" Amendnents not included in the work
draft will be added during the anmendnent process or in the
Senate process at the tinme of the Conference Conmittee.

1:54: 56 PM

Ms. Kelly comented that the |anguage changes canme to the
bill including recomendations from the subcommttees and
changes made by the Co-Chairs. She noted the attached
spreadsheet, which outlines the changes made: “Sunmmary of
Language Sections in the Operating Budget (HB 310)”. (Copy
on File.) She provided an overview of the changes indicated
in the handout:

e ((overnor's bill sections
e Commttee substitute sections
» Topics
e Actions
2:03: 21 PM

Ms. Kelly recapped what had been included in the work draft.
It was nodified fromthe original amended Governor’'s bill by
t he proposed anended adjust net zero transactions including
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the subconmttee and Co-Chair changes to the | anguage
section.

She pointed out that HB 312, the Mental Health bill, was
generated from transactions in the operating bill (HB 310).
Sonme changes were autonmatically generated to coincide wth
what happened in the operating bill. In addition, one
change was nmade to HB 312 in the customary fashion with one
capital item renoved. All items will beconme subject to

conf erence consi derati ons. The item renoved was |ocated in
Section 3 under (HESS), the mental health essential program
equi pnent for $250 thousand dol | ars.

Ms. Kelly stated that LFD would up-date their website
reports as relating to the commttee substitute. She
i ndicated that there were over 4,000 transaction included in
the bill and offered to answer questions fromthe Conmtt ee.

2:04: 31 PM

Representative Crawford requested further information on the
fol | owi ng changes:

e Section 12(e), which renoved a $450 mllion dollar
suppl enental appropriation to the Teachers Retirenent
System (TRS).

* Section 18, the Governor’s fuel trigger, which extended
the table to $99 dollars or nore, while nodifying the
payout schedule and revised allocations for certain
agenci es.

» Section 26, a change for Kodi ak.

» Section 27, renoval of the Constitutional Budget
Reserve (CBR) deposit.

Ms. Kelly referenced Section 12(e), noting it was a
suppl enental request and should not be in the operating
budget . Wth regard to Section 18, the fuel trigger |ast
year, was increased to $59 dollars, which was not enough for
the departnments with the price of oil nmoving closer to $100
dollars a barrel; hence, the price was noved closer to the
$99 dol I ar scale.

Representative Crawford asked what the fuel trigger was.
Ms. Kelly explained that a couple years ago in the budget
process and given the price of fuel as high as it was,
instead of having the departnments adding it into the base,
as it increased and perhaps declined, it would not be
removed from the base. The departnments were requested to
keep their FY04 |evel. Wth the addition of a trigger,
provides an appropriation delegated to the Covernor’s
office, to be spread between the departnents. The main
purpose was that it not be added to the base.
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Ms. Kelly addressed the question regarding Section 26 on
Kodi ak. She noted that the request had not been enough to
issue a Capital Inprovenent Project (ClP). The Co-Chair
determined that rather than issuing dollars, it would be
nore preferable to offer it as a grant for purposes of an
addition to the comunity jail

2: 07: 28 PM

Representative Hawker corrected Ms. Kelly; the acronym is
Certificate of Participation (COP) not CIP

2:08: 22 PM

Ms. Kelly added that Section Q indirectly appropriates $2
mllion dollars to the Kodiak jail. The appropriation is
intended to substitute for the $2 mllion dollars that
Kodi ak woul d have received fromthe proceeds of the COP.

In response to Representative Crawford’ s query on Section
27, the CBR, which is addressed by two itens. The first
removed dollars fromFY0O8 & renoved it fromthe bill because
it was not in the supplenmental. The second item was renoved
as those funds will automatically be directed to the CBR

2:09: 16 PM

Representative Joule referred to the Governor’s Section 23®,
regarding the renoval of the bulk [oan fund. Ms. Kelly
explained that it was renoved and was placed into the bul k
Revol ving Loan Fund. It was determ ned that since it was a
revolving loan fund, the paynments should fill the fund
wi t hout continuing appropriations. She stated that they had
not received any information for additional requests.

2:10: 21 PM

Representative Gara asked for nore information on Section
29, the CBR and the difference between what the Governor
proposed in relationship to what the commttee substitute
pr oposes. He noted the two itens, one a supplenental and
one a sweep. M. Kelly explained that there had been a FY08
suppl enent al appropriation, which would sweep funds into the
CBR. That was renoved; the funds will automatically sweep
for FYO9 unless there is language in the bill that sweeps it
to another account. Problem could occur if a dollar anount
isincluded if it is an incorrect nunber. The preference is
for an automatic sweep to the CBR

Representative Gara understood that the Governor proposed a
CBR deposit for savings. He asked what had happened to that
request. M. Kelly responded that was not part of the bill;
that nmoney will go to the CBR savings.
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She added that the proposed anobunt from the Governor was
$155.3 nmillion dollars FY 09; the sum for FY0O8 is $223.7
mllion dollars.

2:13: 21 PM

Representative Gara concluded that the Governor had proposed
in total roughly $378 million dollars be noved to the CBR
he noted that those deposits had not been included in the

commttee substitute. Ms. Kelly stated that the deposit
that relates to the FY0O9 budget is in the bill because it
will automatically go into the CBR not including |anguage

havi ng the noney swept to another account.

Representative Gara indicated that $155.3 mllion dollars
had not been taken out. Ms. Kelly responded it had been.
She added that the FYO8 anobunt would also sweep into the
CBR. It is the sane for FYO8, with excess nobney going into
the CBR As long as there is not |anguage in the operating
bill that has it swept sonmewhere el se. Co- Chair Chenault
interjected that any funds that are unencunbered for a
specific issue, i f It IS unencunbered, it sweeps
automatically to the CBR

Representative Gara expressed concern whether those dollars
woul d actually go into the CBR  Co-Chair Chenault advised
that in the proposed bill, there is no | anguage to sweep any
noney into any other fund; all wunencunbered noney wll be
swept into the CBR

2:16: 20 PM

Co-Chair Chenault added that if the price of oil drops,
there m ght not be the amount of funds to put into the CBR
Money could be placed into that fund ahead of tine, which
woul d require a three-quarter vote to take a draw from that
account .

2:16: 56 PM

Representative Gara referred to Sections 4 & 5 and asked how
much of the Al aska Housing Finance Corporation (AHFC) funds
were renoved from the operating budget for placenent in the
capital budget. M. Kelly stated that $49.3 million dollars
was transferred. Co- Chair Chenault pointed out that those
funds are traditionally used in the capital budget.

Representative Gara asked if renoving those funds, dollars
from the Alaska Student Loan and the Al aska Industrial
Devel opnment and Export Authority (AIDEA) dollars, would not
unfund previous proposals made by the Governor. Ms. Kelly
stated that the Governor’s anended adjust only changes the
funds fromthe dividend funding source to General Funds.
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2:19: 02 PM

Representati ve Gara asked about the other two dividends from
Al DEA and ASLC. Ms. Kelly advised that:

e AHFC ampbunted to $11.8 million dollars
 AIDEA ampbunted to $23.8 mllion dollars
e ASLC ampbunted to $2.755 mllion dollars

* Al aska Capital Income Fund consisted of two increnents
of $9.6 mllion dollars & $845 thousand doll ars

In response to Representative Gara, Ms. Kelly noted that the
Al aska Capital Incone funding source was initially included
in the operating bill, which funded the Departnent of Law
gas-line work for $9.6 nmillion dollars. That was changed to
the General Fund in the Governor’s anended adjust and then
was changed in the comrmttee substitute froma nultiple year
transaction to $5 mllion dollars, a one time item
Representative Gara did not agree with that proposed | ogic.

2:20: 56 PM

Representati ve Gara questioned Section 22 and the renoval of
the Ccean Ranger Program Ms. Kelly explained that section
identifies certain itens which need to be addressed by the
Legi sl ati ve Budget and Audit (LBA) Commttee for additional
appropri ations. Rat her than having the program go to LBA,
because their funding source is not General Funds, the
appropriati on was noved above their anticipated needs.

Representative Gara questioned if the proposed |evel of
funding would exist for the program as indicated by the
Governor and be just a different funding source. M. Kelly
replied that the appropriation had been increased. She
offered to research & provide those nunbers to the
Conmi ttee. Co-Chair Chenault added that it would not be a
fund source change, while allow ng the program access to the
recei pts wi thout going through LBA.

2:22:19 PM

Representative Gara referenced Section 11, pointing out that
the Governor had proposed forward funding schools an
additional year; the work draft renoved that funding. M.
Kelly explained that Section 12(a) had a capitalization of
the Public Enployees Federation (PEF) fund from FY0O8 for
$1.75 billion dollars, which was renoved. Section 12(b)
includes the $1 billion dollars for the PEF. Section 21(t)
funds the PEF funded.

2:23: 04 PM
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Representative Gara asked about the funding for the Schoo

| ncentive Program Ms. Kelly clarified that in the
Governor’s bill, the conponent had been | eft open-ended; the
Department of Education and Early Devel opnment stated that
the $4.8 mllion dollars would fund what was necessary for
performance bonuses for next year. Representative Gara
argued that was not the nunber that the Departnment had
provi ded to him

2:23: 59 PM

Representative Gara pointed out that the Co-Chair had
renoved the Governor’s recommended appropriation for the
Head Start program Ms. Kelly advised that item had been
removed during the subcomm ttee process.

Representative Gara asked if the itens deleted during the
subcomi ttee process were not been included in proposed bill
draft. M. Kelly clarified that the handout only addresses
the |anguage section of the bill. The subcommi ttee
determ nations were posted on the on-line website wth
acconpanyi ng narratives.

Representative Gara requested an information conparison to
what has been proposed by the Governor versus what the
comm ttee substitute proposes.

2:25:22 PM

Ms. Kelly referenced the agency summaries, which provide the
General Fund CGovernor’s adjust proposal and the House
subcomi ttee proposed. The total anmount equals $101 nillion
dollars, and indicates all the transactions taken out from
the Governor’s proposed. Representative Gara argued that
the graph does not indicate which itens have been renoved,
only the total agency budgets. Ms. Kelly understood that
the LFD coul d provide that information requested.

2:27: 01 PM

Representative Gara pointed out that funding for the
behavi oral health grants over the past nunber of years had
declined and that the Governor had proposed to return
dollars to those grants in the FY09 budget. He did not see

t hat i ncl usion. Representative Hawker clarified that had
been fully addressed during the closeout report from that
subcommi t t ee. Representative Gara requested further
clarification. Co-Chair Chenault offered to provide that

i nf or mati on.

2:28:18 PM

Representative Crawford asked about concerns related to the
CBR and the approximate estimation of unencunbered funds
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remaining for FY 08 & FY 09. M. Kelly would not know about
FY 08 until the new tax was in place; FY 09 nunbers anounted
to the direct appropriation; however that nunber was
overstated because the Departnment of Corrections had not

included funding they needed for leap \Vyear. The
appropriation needs to be increased by $100 mllion dollars
and then reduced by $15.0 thousand dollars. She

acknow edged that it is difficult to project with such
volatile oil prices.

Representative Crawford inquired if there were a “place

hol der . Ms. Kelly stated that the best information
available is that the Governor had $155.3 million dollars;
the conmittee substitute decreased the bill by $100 nillion

dollars for a total of $255 mllion surplus. Representative
Hawker pointed out that estimte was based on a price of oi
@ $66.32 per barrel. He nmaintained that there is a
“cushion” in the budget.

2:32:12 PM

Representative Gara requested further identification from
the work submtted by the subcomm ttees on behavioral health
grant concerns and how it would differ fromthat proposed by
the Governor. He acknow edged the difficulty in attenpting
to understand the conplexity of the budget. He enphasi zed
t hat the subcommittee reports should be available.
Representative Gara enphasized that he wanted that
information on the record. Co-Chair Chenault reiterated
that the information is avail able on the website.

Co-Chair Chenault related concerns resulting from the
pressure of the narrowed tinme allocation and the 90-day
sessi on process.

HB 310 and HB 312 were HELD in Commttee for further
consi derati on.

2:38: 01 PM

The neeting was RECESSED to Friday, February 22, 2008.
#
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