HOUSE FI NANCE COWM TTEE
April 7, 2009
8:35 a. m

8:35:51 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 8:35 a.m

VEMBERS PRESENT

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

Representative Mke Kelly

Representati ve Reggi e Joul e

Represent ati ve Wodi e Sal non

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Representative Jay Ranras, Sponsor; MHugh Pierre, Liaison
Department of Mlitary and Veterans Affairs; David Teal,
Director, Legislative Finance Division

PRESENT VI A TELECONFERENCE

None
SUMVARY

HB 114 "An  Act relating to availability of state
transportation facilities and state-owned or
stat e-operated transportati on nodes for delivering
conpassi onate aid during a disaster energency."”

CSHB 114 (TRA) was REPORTED out of Commttee with
a "do pass" recommendation and with zero fiscal
notes by the Departnent of MIlitary and Veterans
Affairs, the Departnent of Conmerce, the
Department of Community and Econom c Devel opnent,
t he Departnent of Transportation and Public
Facilities, and the Departnent of Fish and Gane.

House Fi nance Conmmittee 1 04/07/09 8:35 A M



HB 199 "An Act making supplenental appropriations and
capital appropriations; anending appropriations;
and providing for an effective date.”

CSHB 199 (FIN) was REPORTED out of Commttee with
a "do pass" reconmendati on.

HB 113 "An  Act maki ng  suppl enent al appropri ations,
capital appropriations, and other appropriations;
amendi ng appropriations; meking appropriations to
capitalize funds; making appropriations under art.
| X, sec. 17(c), Constitution of the State of
Al aska, from the constitutional budget reserve
fund; and providing for an effective date."

CSHB 113 (FIN) was REPORTED out of Conmittee with
a "do pass" reconmendati on.

8:36:12 AM

hbl14

HOUSE BILL NO 114
" An Act rel ating to availability of state
transportation facilities and state-owned or state-
oper at ed transportation nodes for del i vering

conpassi onate aid during a disaster energency."”

REPRESENTATI VE JAY RAMRAS, SPONSOR, expl ained the history of
the bill. The proposed |egislation arose in January when
his office was approached for help with transportation for a
relief effort to the western villages of Al aska. The relief
was organi zed by faith based and community non-profit groups
i n Fai rbanks and across the state. The groups rai sed noney,
but over 50 percent of the noney would have gone toward
transportation of the food. He related that HB 114 woul d
allow the governor to use state transportation nodes in
times of need w thout declaring a disaster.

MCHUGH PI ERRE, LI Al SON, DEPARTMENT OF M LI TARY AND VETERANS
AFFAI RS, expl ained that the departnment responds to disasters
and is the lead on the bill. The adm nistration does
support the bill. The fiscal notes show that the agencies
have planned for contingency efforts and are available to
support in tinmes of need.

8:39: 08 AM
Co-Chair Stoltze noted that the bill appears to protect
public safety and health. It has four zero fiscal notes.

Co-Chair Hawker MOVED to REPORT CSHB 114 (FIN) out of
Conmmittee with i ndi vi dual recormendati ons and t he
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acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

CSHB 114 (FIN) was REPORTED out of Commttee with a "do
pass" recommendation and with zero fiscal notes by the
Mlitary and Veterans Affairs, the Departnment of Commerce,
Community and Econom c Developnent, the Departnent of
Transportation and Public Facilities, and the Departnment of
Fi sh and Gane.

8:41:18 AM

hb199
HOUSE BILL NO. 199

"An Act making supplenental appropriations and capital
appropriations; anmending appropriations; and providing
for an effective date."

Co- Chair Hawker assuned the gavel .

Co- Chair Hawker infornmed the Conmittee that they would be
wor ki ng off of a new Comm ttee Substitute, the S Version.

8:42: 33 AM

Co-Chair Stoltze MOVED to ADOPT the CS for HB 199, | abel ed
26- GH1260\' S, Kane, 4/6/09. There being NO OBJECTION, it was
so ordered.

Co-Chair Hawker explained that the non-transportation
stimulus fund bill accepts all federal stinulus funding
pendi ng approval by the governor.

8:44: 03 AM

Co- Chair Hawker explained the revisions to the CS for HB
199, Version S

Revisions to CS for HB 199 Version \E Non-
Transportation Stinmulus Funds Incorporated in the New
CS for HB 199 Version \S

1) Language changes needed to ensure funding wll be
avai l able in FY0O9 and FY10 for operating appropriations
— added in Lapse Section 15 (b).

2) Over Authorization of Stinmulus Funding for the
University Research Vessel was renoved from the
| anguage section. The total anount of federal stinulus
funding currently available for this project is $116.0
mllion and is authorized in the CS. The $80million
fund source change from Federal to Federal Stinulus for
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the prior year appropriation Section 2. ch. 159, SLA
2004, page 54, line 8 (FYO5 Capital Budget) has been
renoved. The $80million in Federal authorization
remai ns.

3) Fund Source Language: (page 18, line 20)
Del ete: Federal Econom c Stinul us
Add: Federal Stinulus: ARRA 2009

4) Updat ed Education Tenporary Enmergency Food Assistance
nunber in DEED: add $3.5 of federal stinmulus funding,
bringing the total allocation to $389.5.

(I'n nunmbers, section 1)

5) Language section: directing $20.7 million to the
Capital Inconme Fund was del eted and new | anguage
di recting funding:

Section 13:

from OFFICE OF THE GOVERNOR to Community Revenue
Sharing on a per capita basis to entities that are
eligible to receive Coommunity Revenue Sharing under AS
29. 60. 850 i n FYO09.

Co- Chair Hawker noted that a proposed Conceptual Amendnent 2
will clean up the | anguage in Section 13.

8:47:46 AM

Co- Chair Hawker discussed the relationship of the Federa
Mat chi ng Assi stance Percentage (FMAP), the federal share of
Medi cai d prograns, to the federal stinulus noney. There was
an increase in the FMAP rate in the suppl enental budget for
FY 09 and the base FMAP increnment was included in the FY 10
operating budget. There is a potential for obtaining a
hi gher FMAP i ncrenent than has already been incorporated in
t hose budgets. If Alaska’ s unenploynent rate exceeds 7.5
percent over a certain base period, the state is eligible
for nore noney. It appears as if the state’ s unenpl oynent
rate will exceed that anount shortly. Conceptual Anmendnment
1 is an open appropriation that says if the state reaches
the benchmark and the FMAP is increased, the state requests
nore noney for FY 09 and FY 10.

8:49:54 AM

Co-Chair Stoltze added that there is an assunption that nost
communities would use the additional $20.7 mllion for
education. Co-Chair Hawker concurred. The federal stinulus
noney can be used for anything; however, any extra nopney
will probably go toward education. Co-Chair Stoltze
commented that new prograns act to save old prograns in sone
cases.
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8:51: 07 AM

Representative Gara requested an at-ease.

AT- EASE: 8:51:26 AM

RECONVENED: 8: 55: 03 AM

Co- Chair Hawker MOVED to ADOPT Conceptual Amendnment 1
New Section - Conditional Language

DEPARTMENT OF HEALTH AND SOCI AL  SERVI CES. An
appropriation is nmade from federal econom c stinulus
funding for the Federal Matching Assistance Percentage
(FMAP) for Medicaid prograns in the anmount to be
received for FY09 and FY10 contingent wupon state
unenpl oynent rates i ncreasi ng. Cener al fund
appropriations for the sane periods will be reduced in
the anmpbunt offset by the additional federal stinulus
fundi ng received.

EXPLANATI ON:

The Medicaid FMAP rate wll |ikely increase again once
the Unenploynent Rate figures cone out for March on
Apri | 17t h.
Al aska's FMAP rate will increase by another 2.44%  if
our unenploynent rate is above 7.5% (seasonally
adj ust ed) for three consecutive nonths. Si nce

January's Unenploynent rate is 7.8% and February is
8.0% it is probably that March will be at or higher
t han 7.5%

This could inpact both FY09 and FY10 Medi cai d budgets.
The inpact to FY09 could be relatively small dependi ng
on whether we can claim retroactive to Cct. 1st 2008
(the law is not clear on this point); It is clear that
we can claimthe state 4th quarter and all of FY10 at
the higher rate of an additional 2.44% (FY09 |likely $5
mllion? and FY10 approx. $20 million).

Co-Chair Stoltze OBJECTED

Co- Chair Hawker explained the change to FMAP funding as a
result of an unenploynent rate increase.

Co-Chair Stoltze WTHDREW his objection. There being NO
further OBJECTI ON, Conceptual Anmendnment 1 was adopt ed.

8:57: 07 AM

Co- Chair Hawker MOVED to ADOPT Conceptual Amendnment 2:
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Page 18, Line 23, follow ng “2009)”
Add: to be transferred

Page 18, Line 25, follow ng “29.60.879”
Add: during the fiscal year ended June 30, 2009

Page 18, Line 26, following “P.L. 111-5
Del ete: for the fiscal year ending June 30, 2011

Page 19, Line 3, follow ng “Sec.1”
Add: and 13

Co-Chair Stoltze OBJECTED

Co- Chair Hawker sunmarized that Conceptual Anendnent 2
refers to Section 13, which relates to the education
stinmul us noney. It clarifies the intent for the noney to
flow to the governor’s office and then to the Departnent of
Commerce, Community and Econom c Devel opnent for the per
capita revenue sharing grant program He enphasi zed the
words “to be transferred” in the amendnent. He expl ai ned
line 25 and the statutory reference for revenue sharing
established in the previous |legislature. The clarification
addresses the communities that qualify during 2009. He
hi ghl i ghted the del etion on page 18 and the addition of *“and
13" on page 19, which ensures that the revenue sharing
appropriation is distributed in FY 10 for those who
qualified in FY 09.

Co-Chair Stoltze WTHDREW his objection. There being NO
OBJECTION, it was so ordered.

9: 00: 35 AM

Representative Gara commented that the appropriations may be
accepted wi thout the governor’s requesting of the funds. He
t hought the federal education noney, for exanple, fell into
this category.

Co-Chair Hawker clarified that this is an appropriation
bill, which is not contingent upon any act of the
governor’s. The legislature can appropriate, but not conpel
the executive to apply for or spend the funds. The
education conponent is the exception. The | egislature was
enpowered in a previous bill to authorize receipt of that
noney, around the executive. Now the nobney nust be
appropriated in this bill.

9:03: 31 AM

Representative Gara understood that the legislature could
accept the funds, which may or may not be spent by the
gover nor. He thought that the legislature did not have to
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wait for the governor to apply for the funds, according to
federal law.  Co-Chair Hawker nmmintained that the executive
must apply for the various anobunts of noney. Appropriation
does not trigger the release of the noney. Representative
Gara concluded that the legislature was appropriating the
stimulus funds and then asking the governor to apply for
them Co-Chair Hawker agreed.

9:05:12 AM

Representative Fairclough said there was discussion at a
federal |evel of a bypass nmechanism Co-Chair Hawker agreed
that the issue had been raised, but at the noment, nothing
has noved.

AT- EASE: 9: 06: 28 AM

RECONVENE: 9: 11: 42 AM

Representative Gara MOVED to ADOPT Conceptual Anmendnent 3:

Page 16, Line 30

Del ete “does not intend to repl ace”

Insert after “legislature” “nmakes no representation
that it will replace”

There being NO OBJECTIQON, it was so ordered.

9:12:53 AM
Representati ve Gara questioned page 17, lines 8 and 9, as it
relates to spending the federal education noney. He

wondered if the funds could be used to hire teachers. Co-
Chair Hawker reported that it was intent |anguage and it
woul d al | ow school districts to spend noney according to the
federal stinmulus guidelines. The intent of the | anguage was
not to | eave schools in a nore precarious position after the
noney was invested. Representative Gara agreed.

9:14: 25 AM

Co-Chair Stoltze MOVED to REPORT CSHB 199 (FIN), as anended,
out of Committee with individual recommendati ons.

Representative Fairclough OBJECTED. She referred to a town

hall neeting with constituents who were concerned wth
i ndebting future generations wth these funds. She said she
understood their concern. She hoped that the legislation

was noving forward with the intent to benefit Al askans who
will have to continue to pay for this in the future.

Co- Chair Hawker replied that he shared those concerns at the

onset of the stinulus package process. He pointed out that
if Al aska does not use the funding, it will be redistributed
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to other states. He noted that Al aska could refuse on
princi pal . He maintained that it would be responsible of
Al aska to accept the funds.

9:17: 33 AM

Representative Fairclough WTHDREW her objection. There
bei ng NO OBJECTIQN, it was so ordered.

CSHB 199 (FIN) was REPORTED out of Committee with a "do
pass” recomrendati on.

9:18: 48 AM

hb113
HOUSE BILL NO 113

"An Act nmaking supplenental appropriations, capital
appropriations, and other appropriations; anending
appropriations; making appropriations to capitalize
funds; making appropriations under art. |IX, sec. 17(c),
Constitution of the State of Alaska, from the
constitutional budget reserve fund; and providing for
an effective date."

Co-Chair Stoltze MOVED to ADOPT the working draft for HB
113, | abel ed 26- GH1005\ P, Kane, 4/6/09.

Co- Chair Hawker OBJECTED for discussion purposes.
9:19:48 AM

Co- Chai r Hawker requested information regarding the
deci sions nmade to date on the bill.

DAVI D  TEAL, DI RECTOR, LEG SLATI VE FI NANCE DI VI SI ON
explained that the Ofice of Mnagenent and Budget (OVB)
went through their supplenental itens and House and Senate
staff reviewed the bill in detail with Legislative Finance
staff. At that point a color code systemwas used to decide
on individual itens. He pointed out that the bill is the
fast track supplenental. An assunption is that suppl enental
appropriations can be put into the capital bill, so a
rejection during the process sinply neans there was not ful
agreenent. The four Senate and House Finance co-chairs then
reviewed the bill.

9:21: 56 AM

Co-Chair Hawker related that appropriation bills can be
conf usi ng. Legi sl ati ve Finance has produced a spreadsheet
entitled “FY 2009 Suppl enental Requests” (copy on file).
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M. Teal referred to the spreadsheet to explain the Anal ysis
of the Governor’s Supplenental Request. He noted a $59
mllion reduction in operating costs and a $3.2 mllion
increase in capital projects.

M. Teal detailed the wunallocated operating reductions,
which were due to the governor’s restricting the noney.
That adds another $11.5 nmillion to the budget, making the
total general fund inpact $70 million - operating. Wth the
$3 million positive in capital, the inpact on the deficit is
a reduction of $67 mllion.

M. Teal reported that the unall ocated reductions were all
pulled from the bill. Co-Chair Hawker conmmented that
unal | ocated reductions are not good policy as a matter of
course and constitutionally suspect.

9:24:41 AM

M. Teal referred to item 21 under Operating Lapse
Extensions, itens that cane before the commttee during the
operating budget. Co- Chair Hawker added that there was a
t hor ough di scussi on about these | apses, which included |egal

advi ce. M. Teal explained that because they make nobney
avai l abl e during the 2010 budget process, they needed to be
reviewed as part of that budget process. Items 21-29 were

extended and itens 28 and 29 were new. Sone itens were not
i ncluded, either because they belonged in the operating
budget, or because OVMB pulled them Item41l is the first of

the specific operating reductions, all of which were
i ncl uded.
9:26:15 AM

Co-Chair Hawker summarized that these were reductions
recommended by OvB. M. Teal related that everything in the
suppl enental was at the governor’s request.

M. Teal pointed out that item 61 begins a list of itens not
i ncl uded. Co-Chair Hawker noted that a decision was nade
not to accept the governor’s desire to reduce Village Public
Safety Oficer (VPSO contracts this year. I nstead the
funding will remain available in FY 09. Item 65 shows the
rejection of a reduction, leaving the full $450 mllion
i ntact.

M. Teal related that in the operating bill, on the Senate
side, there was a $450 million transfer fromthe G| and Gas
Tax Credit Fund to the general fund, reducing the FY 09
deficit.

9:27: 54 AM
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M. Teal addressed the operating request itens. Itenms 69-
164 were accepted. Co-Chair Hawker reported that these were
cl osely exam ned for essential expenditures.

M. Teal noted that beginning with 164 a nunber of itens
were renoved, sone at the request of OVB. He rem nded the
conmttee that these rejected itens could go into the
suppl enental bill. Co- Chair Hawker reported that the bil
goes to the Floor, to the Senate, and then to the House for
a concurrence vote.

9:29: 49 AM

M. Teal turned to Capital Projects, beginning with item
186.

Representative Gara asked if the itens not requested were in
the original bill, but not included in this version of the
bill. M. Teal said that was correct.

Representative Gara inquired about the $12 million anount
for Medicaid services, itenms 168 and 169. He wondered why
neither one was in the supplenental. M. Teal explained
that it was an amendnent of the governor’s received on March
13, which showed an updated projection that the funds would
not be needed. M. Teal explained that nuch of the orange
colum was in the original bill and then OVB renoved it.
For exanple, itens 173-177 all deal w th Anchorage snow haul
and were renoved.

9: 32: 06_AM

M. Teal addressed Capital Projects or re-appropriations,
repeals of older appropriations no |onger needed and re-
spendi ng of that noney. Those decisions were separated into
“scooping the old noney” and “spending the noney freed up”.
In every case, all of the noney no | onger needed for capital
projects was accepted. In many cases that noney was put
into the capital incone fund and spent fromthat fund rather
than tie the spendi ng decision back to the decision to scoop
froma particular project.

9:33:31 AM

M. Teal continued by describing Capital Projects — Itens
for Consideration, beginning with item 213. It begins with
items in the fast track. A few of these projects were in
the capital budget and the governor requested that they be
noved to the fast track. Item 215 funds the Kal skag High
School replacenent; Item 216 corrects an error for school
fundi ng maj or nmai ntenance. There are several scope changes.
A few of the nore conplicated re-appropriations were |eft
alone, such as item 223, which deals wth the Al aska
Rai | road Cor porati on.
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M. Teal noted that itenms 231-279 are capital requests that
can be left to the supplenental slow track, as 2010
projects, or rejected.

M. Teal addressed the Ratifications itens 284-291, all of
whi ch were accepted. Co- Chair Hawker explained the dollar
amounts of ratifications are listed in whole dollars, not
t housands.

9: 36: 52 AM

Representative Gara asked how a ratification differs from an
obligation. M. Teal explained that a ratification is noney

that was spent w thout authorization. Oten they are
errors. The way they are fixed is the noney is appropriated
after the fact. Representati ve Gara asked where the noney

conmes from M. Teal said the noney cones from w thin the
accounting system

Co- Chair Hawker added that a frequent occurrence is that
there are past itens, such as wunpaid bills, that are
legitimate obligations incurred in good faith, M. Tea
gave an exanple of a late foster care bill

AT- EASE: 9:40: 43 AM

RECONVENED: 9:48: 24 AM

Co- Chair Hawker MOVED to ADOPT Conceptual Amendnment 1
Page 2, Line 3, follow ng “beginning”
Del ete: July 1, 2009 and endi ng June 30, 2010
Add: July 1, 2008 and endi ng June 30, 2009
Co-Chair Stoltze OBJECTED

Co- Chair Hawker explained that there was a date shift error
that needs to be corrected.

Co-Chair Stoltze WTHDREW his objection. There being NO
further OBJECTIQON, it was so ordered.

9:49: 44 AM

Representative Gara asked what the total financial inpact of
the bill was now that the legislature has backed out the
governor’s savings. Co-Chair Hawker asked if Representative
Gara was referring to the unallocated reductions.
Representative Gara said yes. M. Teal agreed that the
unal | ocated reductions were no longer in the bill and the
noney woul d be saved.
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Representative Gara asked what the total general fund
expendi ture was. M. Teal stated that is was $59, 059, 700
mllion.

Representative Gara asked about the $70 nmillion reduction

M. Teal explained that the total general fund inpact on the
deficit is $70 mllion, if the total anmount of the
unal | ocated savings - $11.6 mllion - is added to the $59
mllion. 1In response to a question by Representative Gara,
M. Teal corrected that $59 mnmillion is a reduction in
expendi t ures. Representative Gara asked what the total
anount of expenditure in the supplenental budget was. M .
Teal offered to find out.

9:52: 37 AM

Co-Chair Hawker clarified that the bill has a net negative
result of $67 million in general funds. Representative Gara
concluded that it was a $67 net reduction. M. Teal agreed.

Representati ve Gara asked about page 30, line 191, a | apse
of $39 million that was appropriated to Ready to Read -
Ready to Learn work group. He wondered why the funds could
not be left in. M. Teal related that it was at the request
of the governor, who said the funds were no |onger needed.
The agency, through OMVB, said the funds were no |[|onger
required. Co-Chair Hawker clarified that these were
unexpended funds from conpl eted capital projects.

Representative Gara suggested if the funds were left, the
wor kgroup could use them Co- Chair Hawker reiterated that
it was a capital investnent and the spending authority has
been conpl et ed.

M. Teal added that it would depend on the scope of the
project and whether it could be nodified. He suggested
going to the agency or OVB for the |lapse information.

Representative Gara turned to item 195 $1 nillion for
Pi oneers Honme Safety upgrades. Co- Chair Hawker corrected
that it was for $1, 000.

Representative Austernman recalled a $1.5 billion shortfal
in FY 09. He wondered what that nunber was today. Co-Chair
Hawker stated that it was reduced to approximtely $1
billion from$1.5 billion

M. Teal agreed. There was a $1.5 billion deficit at the
begi nning of the process in FY 09. In the operating bill,
there was a $450 million transfer fromthe oil and gas tax
credit fund, conbined with the current bill’s approxinmtely
$70 million, the result would be a $1 billion deficit.
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Co- Chair Hawker cautioned about using the word “deficit”
because noney was parked in the reserve funds. He used the
word “shortfall” due to noney in the savings accounts.

Representati ve Austerman agreed and wanted to nake sure this
was clarified. It is a shortfall, not a deficit.

Co- Chair Hawker thanked Representative Austerman for the
clarification.

9:58:47 AM

Co-Chair Stoltze MOVED to REPORT CSHB 113, as anended, from
Conmittee with individual recomendations. There being NO
OBJECTION, it was so ordered.

CSHB 113 (FIN) was REPORTED out of Commttee with a "do
pass” recomrendati on.

ADJ OURNVENT

The neeting was adjourned at 10: 00 AM
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