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Juneau, Al aska
PCSI TI ON  STATEMENT: Testified regarding the admnistration's
position on certain aspects of HB 125.

ACTI ON NARRATI VE

CHAIR M KE HAVWKER cal | ed the House Special Conmttee on Ways and
Means neeting to order at 4:01:26 PM Present at the call to
order from the Chair were Representatives G uenberg, Roses,
Fai rcl ough, and G ssna. Representative Seaton was excused.
Representative Wlson arrived as the neeting was in progress.

HB 125- LONG RANGE FI SCAL PLAN

4:03:44 PM

CHAI R HAWKER announced that the only order of business would be
HOUSE BILL NO 125, "An Act relating to budget planning and a
| ong-range fiscal plan for the State of Al aska." [Before the
commttee was proposed commttee substitute (CS) for HB 125, 25-
LS0546\ C, Cook, 2/8/07, which had been adopted as the work draft
on 2/14/07.]

CHAI R HAWKER noved to adopt Anendnment 1, which read:

Page 1, lines 6-7, following "fiscal plan"

Del ete "covering projected sources and uses of
funds during"

Insert "estimating significant sources and uses
of funds for"

REPRESENTATI VE FAlI RCLOUGH obj ected for purpose of discussion.
4:04: 42 PM

CHAI R HAWKER expl ai ned that Amendnent 1 was intended to address
concerns put forth by the OVB. Anendnent 1 is designed to nake
it clear that the fiscal plan described in HB 125 is to be a
macro work product which requires that projected sources of
revenue be matched with projected expenses for a 10-year period,
in an aggregate manner rather than departnent by departnent.

CHAI R HAWKER expl ained that replacing the word "covering" wth
"estimating” provides better guidance by nmaking it clear that
preparation of a fiscal plan requires inherently inprecise
estimates of future revenues and expenses. Amendnment 1 al so
proposes to insert "lunp-sum after the word "including” in
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Version C, page 1, line 10. Use of the term "l unp-sunt
clarifies that the proposed fiscal plan is at the nacro |evel of
financial nodeling, and is not designed to be overly conplex or
to create fal se precision by requiring excessive detail.

4. 07: 36 PM

CHAI R HAWKER expl ained that Anmendnment 1 proposes insertion of
"held" following "funds" in Version C, on page 2, line 5, in
recognition that there are nunmerous state savings accounts such
as the budget reserve fund and the capital incone fund.
Amendrment 1 clarifies that the fiscal plan designates funds
"hel d* in these accounts. He went on to say that Amendnment 1

further clarifies that the governor has discretion to set forth
recommendations in any fiscal plan; as specified by the |anguage
proposed to be inserted in paragraph (4).

REPRESENTATI VE CGRUENBERG questioned whether Anendnent 1 would
require the fiscal plan to list all sources of funds, such as
oil revenues, production profits taxes, and federal highway
dol l ars, for exanple.

CHAI R HAWKER responded that the Departnment of Revenue's (DOR)
"Revenue Sources Book" identifies many significant sources of
the state's funds.

REPRESENTATI VE GRUENBERG questioned what level of detail is
anticipated by the term"operating expenditures."

4:12:10 PM

CHAIR HAWER explained he does not believe there is any
prohibition against a fiscal plan containing a detailed
statenent of "operating expenditures" but the bill as proposed
does not nmandate that any projected operating expenditures be
broken down any further than into a single line item for the
oper ati ng budget .

The commttee took an at-ease from 4:15: 07 PMto 4:17: 23 PM

REPRESENTATI VE FAI RCLOUGH wi t hdrew her objection to Anendnent 1.
4:18: 05 PM
REPRESENTATI VE GRUENBERG then objected to Anmendnent 1, stating

that he would Ilike to see expenditures broken down by
depart nment. He said he is not confortable with the term "I unp-
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sum' because in his view, for a fiscal plan to be helpful it nay
need to set forth nore than one figure.

REPRESENTATI VE =~ GRUENBERG  noved t he foll ow ng concept ual
anmendnent to Anendnent 1:

Page 1, line 11 foll ow ng "operating expenses”;
| nsert "by departnent”

CHAI R HAWKER objected to the conceptual anmendnment to Amendnent
1. He explained that the conceptual anmendnent would require
work that is inherently inpossible for an admnistration to
achi eve. Furthernore, it would not be appropriate to ask for
operating expenses to be projected by departnent for a 10-year
f orecast. He rem nded the comrittee that in his opinion, the
fiscal plan described in Version C should focus on aggregate
anounts. First, the fiscal plan is to consider general revenue
trends and give the legislation a macro view of the state's
projected revenues and expenses. Second, if the fiscal plan
requi res departnental detail, it may set up unhealthy tensions
between departnents as it nmay require the admnistration to
choose specific amounts for each departnent.

4:23:46 PM

REPRESENTATI VE ROSES opined that a 10-year fiscal plan should
provide a framework within which to do nore detailed budget
wor K.

REPRESENTATI VE FAI RCLOUGH not ed her opposition to the conceptual
amendnent to Anendnent 1.

REPRESENTATI VE CGRUENBERG wi thdrew his conceptual anendnent to
Amendnent 1.

CHAIR HAWKER rem nded the conmttee that the notion to adopt
Amendrent 1 is before it.

REPRESENTATI VE GRUENBERG wi t hdrew hi s objection to Arendnent 1.
There bei ng no objection, Amendnent 1 was adopt ed.

REPRESENTATI VE FAI RCLOUGH stated that she has discussed wth
accountants and other |egislative nenbers her concern that the
requirenent for a fiscal plan to cover a 10-year period is

onerous, but apparently a 10-year tinme period is consistent with
some bonding policies and other strategies the legislature may
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be considering |ater. She announced that she does not plan to
offer an anmendnent reducing the fiscal plan outlook from 10
years to 6 years.

4:27:58 PM

CHAI R HAWKER suggested that conmittee nenbers consider concerns
that they may have about HB 125, and that perhaps it could be
nmoved fromcomm ttee after one nore hearing.

REPRESENTATI VE GRUENBERG inquired whether there should be
| anguage in the bill about the details of any |legislative
response to the executive's fiscal plan.

CHAIR HAWKER related his belief that consideration of an
appropriate legislative response is one of great nerit.
Al though he said he does not know exactly what form the
| egi sl ative response should take, he is receptive to the idea,
as he believes are other nenbers of the commttee.

REPRESENTATI VE GRUENBERG queried the commttee for suggestions
on how to proceed with a section detailing the |legislative
response to a fiscal plan.

CHAI R HAWKER responded that the conmttee should be careful not
to require an over-formulated |egislative response, such as a
vote, because it is difficult for the legislature to agree on
sone issues, especially sonmething with a 10-year forecast. | f
an administration used the fiscal plan to set forth strong
policy recomendations, there may be nore objection by the
| egi sl ature. However, he suggested that sone sort of
| egi sl ati ve acknow edgenent i s reasonabl e.

4:31:19 PM

REPRESENTATI VE GRUENBERG questi oned whether Version C, page 1,
line 5 should be anended to read "subnmt to the |egislature”
rather than "submt."

CHAIR HAWKER replied that in the context of the entire statute
[ AS 37.07.020] he does not believe the aforenentioned change is
necessary.

REPRESENTATIVE CISSNA referenced the history of |ong-range
pl anning efforts and opined that they do not really seem to go
f orward. She questioned how one could nmke past information
avai lable to later |egislatures.
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CHAI R HAWKER st ated that he believes there is a good |egislative
record, and referenced the "Revenue Sources Book" as a very
hel pful source of information, rem nding the comrttee that past
versions of that book are avail abl e.

REPRESENTATI VE ClI SSNA voiced that it can be difficult to know
what type of information is available that would describe steps
taken by prior |egislatures.

CHAI R HAWKER responded that the fiscal plan requirenent of HB
125 may alleviate sone of Representative Cissna's concerns as he
hopes that it wll assist in creating a sinple, yet precise
docunent for future legislatures and admnistrations to build
upon year - by-year.

4:38:46 PM

REPRESENTATI VE Cl SSNA suggested |anguage to this effect could
per haps be added to Version C on page 2, line 9.

CHAIR HAWKER nentioned that the conmttee could entertain an
amendnent in the perm ssive vein to acconplish the prior point.

REPRESENTATI VE Cl SSNA of fered that she would bring forth such an
anmendnent .

REPRESENTATI VE GRUENBERG referred to Version C, page 1, line 8,
and suggested that he nay propose additional |anguage sonewhere
in that section to allow an adm nistration to provide additiona
details in its fiscal plan. Furthernmore, he noted that while
one |egislature cannot bind a future legislature, it may be
possible to anmend HB 125 to provide guidance for future
| egi sl at ures.

4:43: 05 PM

REPRESENTATI VE FAI RCLOUGH suggested that the governor could
present a fiscal plan to a commttee, so there could be |anguage
inserted in Version C requiring a fiscal plan be subnitted to a
finance commttee or subcomm ttee. She al so suggested that the
| egislature could require a report to be submtted to the clerk
and distributed to the entire body. These options would not
require a formal action by the |egislature.
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REPRESENTATI VE GRUENBERG referred to Version C, page 1, lines 4-
6, which requires that an admnistration submt a plan, and
queried to whomthat plan should be submtted.

4:44: 32 PM

CHAIR HAWKER put forth that AS 37.07.020(a) states that the
governor's budget and appropriations bills "shall be delivered
to the rules commttee of each house before the fourth
| egi sl ative day of the next regular session ...." Furthernore,
AS 37.07.070(b) states that in addition to the budget and bills
subnmitted under subsection (a), the governor "shall subnmit a
capital inprovenments program and financial plan,” which also
suggests submttal to the chairs of the rules commttees for the
House and Senate, he said.

REPRESENTATI VE GRUENBERG stated he would feel nore confortable
if the fiscal plan was submitted to the presiding officers of
t he House and Senat e.

CHAI R HAWKER said that an early draft of HB 125 proposed that
the fiscal plan be submtted to the Senate president, the
Speaker of the House of Representatives, and the chair or co-
chairs of any existing finance comm ttees.

REPRESENTATI VE GRUENBERG pointed out that the House and Senate
Rul es Standing Conmmittees introduce |egislation at the request
of the governor.

4:46: 36 PM

REPRESENTATI VE W LSON said she would like to hear a presentation
of the governor's fiscal plan and queried whether it would be
appropriate to require presentation of a fiscal plan to the
entire | egislature, both House and Senate.

CHAI R HAWKER acknowl edged that such a presentation would be
val uabl e. However, he said he recognizes that a governor's tine
is valuable, so he is not sure if requiring an address to both
bodi es of the legislature would be necessary. He suggested that
in addition to delivery of a witten fiscal plan to the Senate
President, the Speaker of the House of Representatives, and the
chair or co-chairs of any existing Finance conmttees, perhaps
the bill could also require the admnistration to mnake a
presentation to both House and Senate finance comm ttees.

4:48: 46 PM
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REPRESENTATI VE CGRUENBERG recalled that in past years the
governor gave a State of the State and a Budget Address to the
whol e | egislature, although this was not done in recent years.
He suggested that perhaps it would be appropriate to bring back
sone type of broad overview for the entire |egislative body.

CHAI R HAWKER said he was | ooking to Representative Guenberg to
coordi nate an anmendnent regarding this issue.

REPRESENTATI VE GRUENBERG asked the committee its opinion
regarding any | egislative response to a fiscal plan.

CHAIR HAWKER replied that he would like to see a streanlined
process with an effective result. He said that he was
confortable wth a requirenent t hat OVB  present t he
admnistration's fiscal plan to the entire | egislative body.

4:51: 06 PM

REPRESENTATI VE FAI RCLOUGH suggested that requiring OWB to
present a fiscal plan could be inserted by adding a paragraph
(11) to, Section 3 on pages 3-4. She opined that it may be
hel pful for OVB to present a fiscal plan due to that
departnment's skill and famliarity wth budget issues. She
stated that it nmay not be worthwhile to have a requirenent that
OMB present a fiscal plan to the House Special Committee on Ways
and Means because this commttee is a special commttee, which
nmust be re-authorized each [l egislature].

REPRESENTATI VE ClI SSNA indicated she agrees with the idea of a

presentation to less than the whole body so as to nake it nore
of a deliberative exchange than a presentation.

REPRESENTATIVE WLSON opined that it wmy be appropriate to

schedule a presentation so that all interested parties can
att end.
4:55: 07 PM

REPRESENTATI VE GRUENBERG suggested that sone |anguage be
inserted through a new paragraph (11) on page 4, line 18,
detailing that perhaps the fiscal plan be presented by OVMB to
the appropriate comrittees at a tinme that does not conflict with
ot her comm ttees' schedul es.
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CHAIR HAWKER noted that the |I|anguage could be "shall" be
presented at a tinme that is available to all legislators to make
clear that the presentation should not conflict wth other
| egi sl ative conmitnents.

4:56: 22 PM

REPRESENTATI VE ROSES referenced page 5, lines 2-7, which states
that the "governor shall present the proposed conprehensive
operating capital i nprovenents prograns and fiscal pl an
[ FINANCIAL PLAN] in a nessage to a joint session of the
| egislature before the fourth Ilegislative day ...." He

guesti oned whether that applies to the legislative response that
the conmmttee is currently debating.

CHAI R HAWKER indicated that the aforenentioned nessage to the
|l egislature is the process of transmtting the docunents to the
| egi sl ature.

4:57:13 PM

REPRESENTATI VE FAI RCLOUGH opined that a presentation, such as
one to both legislative bodies, is nore fornmal and does not |end
itself to dialogue. In contrast, a presentation to a conmttee
can allow for dialogue and questions, which may be a nore useful
format.

REPRESENTATI VE ROSES agreed that there is a distinction between
a formal presentation and a nore infornal, i nteractive
present ati on.

4:58: 38 PM

JOHN BOUCHER, O fice of Managenent & Budget (OVB), Ofice of the
Governor, said that in his experience, the initial presentations
by the adm nistration are generally revenue and the budget. He
suggested that a presentation which includes revenue, the
budget, and a fiscal plan nay be appropriate. The format of the
presentation may be a judgnent call depending on the policy
focus for that year; for exanple, this year there is a focus on
the unfunded pension plan liabilities. If there is a strong
policy conponent to the governor's fiscal plan, an ora
presentation may be nore appropriate than just subm ssion of a
witten fiscal plan, he opined.

5:00: 35 PM
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REPRESENTATI VE GRUENBERG suggested that any amendment regarding
the legislative response to the fiscal plan coordinate and

dovetail into AS 37.07.060 so that they work together, noting
that he did not recall the governor giving a separate budget
address the past four years. He queried whether the committee

thought there should be a statutory requirenent that the
governor meke a separate budget address to the |egislature.

CHAIR HAWKER opined that requiring a separate budget address
i nposes a greater duty on the governor than is appropriate.

5:02: 57 PM

REPRESENTATI VE CGRUENBERG put forth that in addition to a
possi bl e anmendnent to Version C, Section 1, the committee nay
propose to amend AS 37.07.040, Version C, Section 3, by adding a
new paragraph (11) to require that OVB orally present and
di scuss the governor's fiscal plan to the committees.

5:03: 57 PM

CHAI R HAWKER cautioned that the term"orally" may be a bit vague
as it could enconpass a variety of nmulti-nedia presentations.
He also pointed out that the Executive Budget Act, AS
37.07.014(c), states that the "legislature shall analyze the
conprehensive operating and capital inprovenents prograns and
financi al plans recommended by the governor,"” and suggested this
provision may also require anendnent to coordinate with any
further amendnents to Version C.

REPRESENTATI VE FAI RCLOUGH suggested that the term "address"
nmeans the listener will sit passively and listen to decisions
that have already been nmade, while the term "presentation”
enconpasses an interactive process.

5:06:18 PM

REPRESENTATI VE WLSON agreed that dialogue is inportant and
useful because it allows for questions to clarify certain
points. She went on to say it may be appropriate for the OMB to
present the fiscal plan.

CHAI R HAWKER requested that Representative Guenberg draft an
amendnent for Version C, taking into consideration today's
di scussi on.

5:07: 44 PM
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MR. BOUCHER suggested that if the fiscal plan was separate from
the governor's budget, its presentation could be a discretionary
item noting that when there is a new admnistration, the
| egi sl ature may not want to hear the prior year's fiscal plan.

REPRESENTATI VE FAI RCLOUGH stated she believes the committee has
considered the issues faced by a new admnistration, and is
contenplating a possible future anendnent allowing a new
adm nistration a year to develop a fiscal plan.

CHAI R HAWKER rel ated that he desires the fiscal plan be designed
to be an iterative process so that a new adm nistration can pick
up and go forward; yearly reviewis critical to that process.

5:10: 22 PM

REPRESENTATI VE FAI RCLOUGH expl ained that her concern is timng,
and questioned whether a new governor could have a fiscal plan
prepared by Decenber 15th.

CHAI R HAWKER enphasi zed that there is professional staff in DOR
and OMB who can work on the baseline assunptions in any fiscal
plan, which is why HB 125 specifically nakes perm ssive the

inclusion of policy initiative in a fiscal pl an. An
adm nistration can decide whether to include optional policy
recommendations in its fiscal plan. He said he believes it is

inportant to consider a fiscal plan as part of an annual
iterative process to assess the state's financial health in
light of the volatility of natural resource revenues.

5:14: 21 PM

CHAIR HAWKER clarified that he wuld Iike Representative
Gruenberg to <consider drafting an amendnent to Version C
detailing the appropriate legislative response to any fiscal

pl an, while Representative Fairclough could consider whether to
allow a grace period for a new adm nistration to submt a fisca

pl an.

5:15:13 PM
REPRESENTATI VE FAI RCLOUGH stated that she will not be offering
an anendnent regarding when the admnistration nust submt a

fiscal plan. However, if the admnistration offered any
proposed anendnment regarding when a fiscal plan should be
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presented, she said she is wlling to present it to the
conmittee.

REPRESENTATI VE CISSNA referenced the challenge of a 90-day
session and that perhaps there would be a need to schedul e sone
wor k sessi ons.

CHAI R HAWKER responded that the issue of inplenentation of a 90-
day legislative session involves a great deal of scheduling, a
task which has been assumed by the chairs of the House and
Senate Rules Standing Committees. He opined that it would be
appropriate to leave the aforenentioned issue in that venue,
although it may be appropriate to forward some coments on this
i ssue to those comm ttees.

REPRESENTATI VE GRUENBERG summarized that the commttee has
considered the possibility that the OVMB nmake a presentation to

finance and other special conmttees. Furthernore, there was
di scussion of adding a paragraph to AS 37.07.040(c) regarding
the legislative response. He indicated he would draft an

anendnent regarding the appropriate |egislative response to a
fiscal plan.

[HB 125 was hel d over.]
ADJ OURNMENT
There being no further business before the commttee, the House

Special Committee on Ways and Means neeting was adjourned at
5:21: 01 PM
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