HOUSE FI NANCE COW TTEE
March 2, 2009
1:39 p. m

1: 39: 04 PM

CALL TO ORDER

Co- Chair Hawker called the House Finance Commttee neeting

to order at 1:39 p.m
MEMBERS PRESENT

Representati ve M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas, Jr., Vice-Chair
Representative Allan Austerman
Representati ve Anna Faircl ough
Representative Les Gara

Representati ve Wodi e Sal non

MEMBERS ABSENT

Representative Harry Crawf ord
Representative Richard Foster
Representati ve Reggi e Joul e
Representative Mke Kelly

ALSO PRESENT

David Teal, Director, Legislative Finance Division

PRESENT VI A TELECONFERENCE

None

SUMVARY

HB 81 "An Act making appropriations for the operating
and | oan program expenses of state governnent,
certain prograns, and to capitalize funds;
suppl enent al appropri ations; and
appropriations under art. I X, sec.
Constitution of the State of Al aska; and providing
for an effective date."
HB 81 was heard and HELD in Committee for
consi derati on.

HB 83 "An Act making appropriations for the operating

and capital expenses of the state's integrated
conpr ehensi ve nmental health program and providing

for an effective date."
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HB 83 was heard and HELD in Commttee for further
consi der ati on.

1: 39: 12 PM

#hb81
HOUSE BILL NO. 81

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

Co-Chair Hawker reported on last year’'s professiona
services contract with Janet Carke for $25,6000 regarding
heal th and soci al services issues, especially Medicaid. Co-
Chair Hawker stated a wsh to extend that contract.

1: 42: 24 PM

Co-Chair Stoltze MOED that the House Finance Commttee
authorize the Co-Chair to amend the professional services
contract with Janet Carke for an additional anmount, not to
exceed $25, 000. There being NO OBJECTION, it was so
or der ed.

Co-Chair Hawker clarified the neeting’ s agenda.
1:43: 50 PM

Co-Chair Stoltze MOVED to ADOPT the work draft to HB 81
| abel ed 26- GH1002\ P, Bail ey, 3/1/009.

Co- Chair Hawker OBJECTED for discussion purposes.

Co-Chair Hawker referred to the packet of nmaterials
supporting the new Commttee Substitute (CS), which include
subcomittee reports. He terned the work draft (CS) an
admrable product, a refining of the governor’s initial
frugal proposal. He enphasized that the official budget
docunents are those published by Legislative Finance and are
posted on their website. In addition to the official
finance docunents, there are closeout narratives by each
subcomm ttee. He explained the transactional abstracts and
described the format used. He stated that the abstracts are
wor ki ng docunents, not official documents.

1:47: 54 PM

Co-Chair Hawker turned to four sequentially nunbered
docunent s. He focused on Docunment #1 and pointed to the
total funds colum, which depicts agency operations that
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total about $50 million less than the governor’s proposed
budget. He reported a m nor change in debt service funding.
The fund capitalization of a negative $32 nillion is a
change in approach. The House Finance Committee recomends
fully funding Power Cost Equalization (PCE) regardless of
any legislative action to increase or decrease benefits.
The method of funding directly through the Departnent
requires |less capitalization of PCE

1: 50: 54 PM

Co-Chair Hawker pointed to a special appropriation of a
negative $200 nmillion, which is due to not being required to

fund the oil and gas tax exploration credits. At the
begi nning of the l|egislative session, $400 nmillion had been
appropriated to those credits the prior year. In the

suppl enental budget, the adm nistration proposed to reduce
that appropriation by $200 nmillion and appropriate another
$200 mllion in the FY10 budget. The House Finance
Comm ttee proposes to get to the same anount by | eaving the
original $400 million appropriation in place, letting it go
forward, and not adding any nore funding to the budget this
year .

1: 52: 13 PM

Co-Chair Hawker observed that there is a shortfall in
antici pated revenues to operations.

Co-Chair Hawker stated that at this point in time, the only
item from the federal stinulus noney included in the
operating budget is the change in the Federal Medical
Assi stance Percentages (FMAP) rate for Medicaid. He
reported on the history of changes in the FVMAP rate. The
intent |anguage in the federal economc stinmulus programis
to take pressure off of state budgets, so it is appropriate
to include it in the operating budget. That resulted in a
general fund savings of $74 nmillion in the FY10 budget.

1:55: 04 PM

DAVI D  TEAL, DI RECTOR, LEG SLATI VE FI NANCE DI VI SI ON
clarified that the $74 mllion was included in the
governor’s anended budget, which results in a net zero when
conparing the budget versions.

Representative Gara requested clarification on the anount of
federal stimulus noney comng to Alaska. M. Teal reported
that the stinulus package is a separate bill not before the
conmittee. The $74 million FMAP change is a known entity,
retroactive to October, and also affects the FY09 budget.
Beyond that, the conmponents are not known.

1: 57: 23 PM
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Co-Chair Hawker clarified that the FMAP change was effective
Oct ober 1, 2008, and extends through Decenber of 2011. The
$74 mllion anpbunt applies to the FY10 budget. About $45
mllion of that is allocable back to the FY09 budget. The
remai nder will carry over into the FY1l budget. There is a
bonus calculation of additional FMAP noney, based on
unenpl oynent nunbers, for which Al aska does not currently
qual i fy.

Representative Gara asked if nore information would be
forthcom ng. Co-Chair Hawker said it woul d.

1: 59: 34 PM

M. Teal pointed out that the CS for HB 81 and the CS for HB
83 will be posted on BASIS this year.

M. Teal referred to the agency summary, Docunent #2. He
said he woul d descri be the changes made in the House Fi nance
subcomm ttee reports, plus the chairman’s recommendati ons

which resulted in the CS. He explained that colum one is
the actions the subcommttees took and colum two is the
chairman’s actions. Those added together result in the CS

The focus is on agency operating budgets.

M. Teal reported that what is in the CSis a conbination of
subcommittee reports and other actions by the chairnman,
whi ch are contained in Docunment #3.

M. Teal turned to Docunent #3 to note that the new nethod

of dealing with PCE - the $28 million “reduction” - occurred
in the chairman’s office. M. Teal referred to a
transaction on page 2, l|labeled “cap to op”. It’s one of
many in the report with that |abel. Legi sl ative Finance,

OVMB, and the chairman determned that some itens the
governor had proposed as capital budget itens were better
placed in the operating budget. An exanple in Conmerci al
Fisheries is on page 2; another fromthe Departnent of Labor
and Workforce Devel opnent is on page 3. On page 4, a nunber
of Departnent of Natural Resources projects better suited
for the operating budget are |isted.

2:04:09 PM

Representative Gara asked about the proposed changes from
the capital to the operating budget. M. Teal clarified
where those changes were. Representative Gara asked what

the subconmttee action entail ed. M. Teal explained that
the subcommttee action began with the adjusted base and
then reviewed all of the governor’s anendnents.

Representative Gara inquired if any colums represent the
governor’s proposal . Co-Chair Hawker explained that
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Docunent #1 is the reconciliation of the governor’s budget
proposal, with anmendnents, to the subconmttee proposals.

M. Teal reiterated that his discussion began wth an
expl anation of the differences between the subconmttee
action and the CS

Representative Gara requested further clarification.

2: 06: 43 PM

Representative Austerman requested nore information about
Docunent #2.

M. Teal <clarified that the governor’s budget was the
starting point for the subcommttees’ reports. Col um one
represents the subconmmttees’ actions. In sonme cases, the
governor’s requests were accepted, in other cases, changes
were made. Co-Chair Hawker pointed out that the information
has been on the web since Friday.

M. Teal continued to explain the first colum. I n nost
cases, the subcommttees accept or reject the governor’s
anmendnent, but they can also nodify it or add their own
itemns. They can al so nmake reductions. Colum two is the
chairman’s prerogative to change the bill, especially the
| anguage section of the bill. Docunent #3 contains the
detail ed changes nade to the subconmittees’ reports by the
chai r man. He used PCE as an exanple and commented on the
advantages and disadvantages of the proposed nethod of
fundi ng PCE

2:10: 32 PM

M. Teal referred to capital itens that were noved to the
operating budget, as shown in Docunent #3. The last item on
page 5, Marine H ghway System Marine Vessel QOperations, is
the addition of a very late anendnent for the bargaining
unit contract terns. Co-Chair Hawker related that the
bargai ning unit settlement was included in the CS in order
for it to be as conprehensive as possible.

M. Teal pointed out that all itenms are subject to the
amendnent process. Capital project detail is available on
Legi sl ati ve Finance’'s website and on OVB's website.

Co- Chair Hawker commented that the purpose of the docunents
is to disclose changes to the CS. Page 6 shows a change to
the University of Al aska budget.

2:13: 39 PM

M. Teal referred to changes to the |anguage section of the
bill. On page 58 of HB 81, Sections 4-6 show intent
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| anguage that was in the FY09 operating bill. Co- Chai r
Hawker offered that the |anguage section analysis is
avai l able in a booklet for the public to read.

Representative Austerman requested clarification of the
| anguage section changes. M. Teal explained that Sections
4-6 consists of intent |anguage fromlast year’s bill, which
the chairman w shes to reinstate. It says that program
receipts will be used before general funds are used. The
costs of job reclassifications are already included in the
budget . Transfers should not be nade between personal
services and other line itens without filing a report.

M. Teal referred to page 60, Section 10, subsections (d)
and (e), the changes to the PCE program The noney now
flows directly to the Departnment of Conmerce, both from the
endowrent and from the general fund. The amount in (e) is
t he ambunt needed to fully fund the program

2:16:45 PM

M. Teal referred to a fuel trigger on page 62, Section 16,
Ofice of the Governor. Last year it was down to one
trigger.

Representative Sal non asked for an explanation of the fue
trigger. M. Teal explained that it is a nethod used to
attenpt to avoid building short-term high fuel prices into
t he base budget of the agencies. He recalled last year’s
experience when the fuel trigger occurred in August during
high prices and then prices fell. Sone agencies may have

gotten nore noney than they needed to pay fuel costs. This
year there are two triggers, one in August and one in
Decenber, with half of the ambunt given with each of the
triggers. The trigger is the year-to-date ANS price of oil.

Co- Chair Hawker added that the admnistration has total
[atitude in allocating the fuel triggers wthin the
paranmeters provided in the bill. M. Teal inforned the
Commttee that 75 percent goes to DOT and nost of that goes
to the Al aska Marine H ghway System

M. Teal explained that the fuel trigger was renoved from
the Ofice of the Governor and a pseudo agency called
“Branchwi de Unallocated” was created because the fue
trigger distorted annual budget conparisons.

2:19:33 PM

M. Teal related that a section of the bill was mssing -
Section 16. Included in Section 16 were a nunber of
transactions for oil and gas devel opnent. Co- Chair Hawker

reported that the section was omtted until nore information
was received fromthe adm nistration
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Co- Chair Hawker reported that a great deal of noney has been
spent on oil and gas through various budgets and spending
authorities. He said that in order to evaluate the current
requests for additional funding for oil and gas projects, he
has requested a sunmary of appropriations from OVB. He
hoped to get that analysis in the next few days and work up
an anendnent to address Section 16.

2:22: 04 PM

Representati ve Austerman asked how far back the information
request went. Co-Chair Hawker said FYO4.

M. Teal referred to a change on page 69, Section 22. It is
a large change fromthe governor’s original budget. The CS
now matches the governor’s anended contributions to the
retirenment system funding, which is roughly $170 million
|l ess than originally proposed. The anount covers the ful
actuarial recomendations; however, it does not include the
addi tional $170 mllion. Co-Chair Hawker reiterated that
t he budget i ncludes full funding of all actuari al
obl i gati ons.

2:23:53 PM

M. Teal turned to page 70, Section 23. There is an
addition for the Inland Boatmen’s Union and for the Masters,
Mates, and Pilots, due to new contract negotiations. The

ternms of the contracts are funded in Section 1 of the bill.

M. Teal explained Section 26, the Constitutional Budget
Reserve Fund (CBR). He noted that subsection (d) is the
FYO9 CBR draw. Standard CBR | anguage says when there is a
shortage of unrestricted revenue to cover general fund
expenditures, the noney conmes fromthe CBR  Co-Chair Hawker
offered that during the course of the previous budget year,
the legislature appropriated alnost $5 billion into the CBR
when oil prices were high. Since the market decline, sone
of those funds will be renoved fromthe CBR

M. Teal reported that subsection (e) states that the anount
going to revenue sharing is appropriated directly from the
CBR.  Normally, that account is funded fromrevenue fromthe
progressive portion of the petrol eumtax.

2:26: 29 PM

Representative Gara referred to last year’'s fornmula for
muni ci pal revenue sharing. He wondered what that anount
was. Co-Chair Hawker replied that the fund was capitalized
at $180 nmillion. One-third of the amount in the fund each
year is conmtted to revenue sharing. The fund gets
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refilled each year by progressivity earnings and depends on
the price of oil. There is an expectation to put $60
mllion back into the revenue sharing fund out of the FY10
budget in order to forward fund the next year’s anount.

Representative Gara asked if there is another provision in
the bill related to the $60 nmillion appropriation. Co-Chair
Hawker replied that in FY10 the $60 mllion is fully funded.
M. Teal clarified that there is not another appropriation
in the bill; this section obligates the $60 mllion to
revenue sharing. He described different scenarios depending
on if this appropriation passes or not.

Representative Gara wanted assurance of revenue sharing
regardl ess of the price of oil and the progressivity factor.
M. Teal enphasized that the $60 million that flows out of
the fund to the comunities does not require appropriation.

2:29: 54 PM

M. Teal explained subsection (f) where the sum of $1.1
billion is appropriated fromthe CBR to the public education
f und. Wthout further appropriation, the balance of the
fund is available and probably would be used for FY10
education. The $1.1 billion would fund FY11l education. The

governor requested $1.06 billion, about $50 million |ess
than was required to fund FY11l education. The governor used
a $50 mllion cushion in the reserve account. Thi s

appropriation adds an additional $50 nmillion nore than the
governor requested. It will not inpact the CBR until 2011.

M. Teal stated that subsection (g) is the CBR draw for
2010.

2:31:40 PM

M. Teal referred to Docunent #4, the *“language only”
section, and explained three itens that have changed. One
change is $32 mllion that appears in the agency budgets
colum under the Departnent of Comerce, Comunity and
Econom c Devel opnent. That amount is offset by a reduction
in fund caps “because we are now going direct”. The second
change is the renoval of $200 mllion in oil and gas
credits. That anmount is being kept in the FY09 budget,
which results in a net zero. The third change enconpases
all the oil and gas appropriations in Section 16 of the
governor’s bill

Co-Chair Hawker summarized that the CS was the result of

subcommttee work and chairman input. Co-Chair Hawker
preferred not to have a second CS. He related that he was
still | ooki ng at FYO9 suppl enent al requests, agency

requests, and anmendnents.
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2:34: 27 PM

M. Teal <clarified that BASIS contains the bill and
subcomm ttee reports, but not the Legislative Finance
technical reports, which are on the Legislative Finance
websi te.

Representative Gara requested further information about
Docunent #4. M. Teal reviewed that colum one was the
governor’s amended requests. Co- Chair Hawker interjected
t hat Docunent #4 is exclusively | anguage section conponents.

2:36: 50 PM

Co-Chair Hawker W THDREW his objection to adopt the work
draft for HB 81. There being NO OBJECTION, it was so
or der ed.

HB 81 was heard and HELD in Commttee for further
consi derati on.

2:37: 35 PM

#hb83
HOUSE BILL NO._ 83

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

Co-Chair Stoltze MOVED to ADOPT the work draft for HB 83
| abel ed 26- GH1004\ R, Bail ey, 2/28/09.

Co- Chair Hawker OBJECTED for discussion purposes.

Co- Chai r Hawker expl ai ned how any consequence of the CS can
be negoti at ed.

Co- Chair Hawker W THDREW his objection to adopt the work
draft for HB 83. There being NO OBJECTION, it was so
or der ed.

HB 83 was heard and HELD in Commttee for further
consi der ati on.

2:40: 24 PM

Co-Chair Hawker requested that the Committee submt
amendnent s. He referred to a tenplate on the Legislative
Fi nance website for further information.

#
ADJ OURNVENT
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The neeting was adjourned at 2:42 PM
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