HOUSE FI NANCE COW TTEE
February 28, 2011
1: 40 p. m

1: 40: 55 PM

CALL TO ORDER

Co- Chair Thomas called the House Finance Commttee neeting
to order at 1:40 p. m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representative Les Gara

Representative David Guttenberg
Representati ve Reggi e Joul e
Represent ati ve Mark Neuman

Representative Tanm e WI son

VEMBERS ABSENT

Representati ve Bryce Edgnon

ALSO PRESENT

Representative Mke Chenault; Pet er Eckl und, Staff,
Representative Bill Thomas; Karen Rehfeld, Director, Ofice
of Managenent and Budget, O fice of the Governor.

SUMVARY

HB 108 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 108 was HEARD and HELD in committee for
further consideration.

HB 109 APPROP: MENTAL HEALTH BUDGET

HB 109 was HEARD and HELD in conmmttee for
further consideration.
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#hb108
#hb109
HOUSE BI LL NO. 108

"An Act meking appropriations for the operating and
| oan program expenses of state governnent, for certain
prograns, and to capitalize funds; and providing for
an effective date."

HOUSE BILL NO. 109

"An Act meking appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensive nental health program and providing for
an effective date.™

1:41: 03 PM

Vi ce-chair Fairclough MOVED to ADOPT Conmmittee Substitute
Wrk Draft CSHB 108(FIN) 27-GHL737\E (Bailey, 2/28/11) as a
wor ki ng document before the commttee. There being NO
OBJECTION, it was so ordered.

Vi ce-chair Fairclough MOVED to ADOPT, Comm ttee Substitute,
Work Draft CSHB 109(FIN) 27-GH1738\B (Bail ey, 2/26/11) as a
wor ki ng docunent before the commttee. There being NO
OBJECTION, it was so ordered.

1:42: 47 PM

PETER ECKLUND, STAFF, REPRESENTATIVE BILL THOVAS, discussed
the highlights of CSHB 108(FIN). He relayed that detailed
budget subcommttee reports had been posted on the
Legi sl ative Fi nance Di vi si on websi t e. The budget
subcomm ttees had reduced the governor's anended budget in
the anount of $18,473,900 in general funds. He discussed
t hat between the agencies and the statew de conmponents that
reductions in the bill equaled $8,970,202, 200 and were
$29, 830,000 less than the governor's anended request. The
CS authorized $1,099,426,000 in transfers and was
approxi mately $49, 600,000 |ess than the governor's request.
He pointed to the |anguage section of the operating budget
that had been rearranged to reflect a nore |ogical order

He explained that the CS included mnor nodifications to
additional sections and several other changes. Including
t he | anguage section, the general fund was $20, 022,400 |ess
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than the governor's request. He reviewed several of the
larger itens that were included in the |anguage section of

the bill. He discussed that the governor's fuel trigger had
a base of $50 with a budget that was based on approximtely
$83 per barrel oil. Section 20 of the CS would increase the
mnimm trigger to $64 and would result in the spread of
$9.5 mllion of fuel gener al fund noney into the
departnments' base budgets within the nunber section of the
bill. The change used the sane allocation that the Ofice

of Managenent and Budget (OVB) had used in the past. The
suppl ement al budget had included an exception related to a
$4 mllion reappropriation request from the Al aska Marine
H ghway System (AWVHS), Departnment of Transportation and
Public Facilities that would apply excess fuel revenue
towards mmi ntenance and operations of vessels; therefore,
the fuel trigger had been reduced by $4 mllion.

M. Ecklund directed attention to the Public Educati on Fund
in Section 24 (e) and explained that the CS fully funded
the FY 13 K-12 need based on the foundation formula;

however, the CS transferred approximately $49 mllion |ess
in order to avoid a fund surplus of $56 million to $57
mllion. The appropriation would still fully fund K-12

education in FY 13, but the surplus would be reduced to $11
mllion or one percent. He opined that the allocation
should be adequate. The governor's anendnent for Federal
Medi cal Assistance Percentage (FMAP) backstop |anguage had
been added in Section 14(b). The appropriation of
approxi mately $129, 400,000 from the general fund would be
necessary if the federal law and the FMAP rate did not
change. He delineated that the $129.4 nmillion was not
included in the current report and subsequently would
represent an increase to the budget. He noved to Section 12
(e), Page 59, related to the Alaska Seafood Marketing
Institute (ASM). The supplenental had included a request
to replace $4.6 million in ASM receipts, for processor tax
collections for nmarketing, wth general funds. Currently
the agency determned its future marketing budget by
projecting how many federal receipts and self-assessnent
tax collections it would have and general funds were added

to the nunber. The governor had proposed $6.5 nillion to
fund the agency in FY 12. The CS used the actual $7.7
mllion that had been collected by industry for marketing

in FY 10 instead of using projections of future tax
collections. The CS l|anguage mrrored the Alaska Travel
| ndustry Association (ATIA) QIA statutory |anguage that
provided a fifty-fifty match with industry and nmatched the
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$7.7 mllion of gener al funds from ASM's FY 10
collections. He detailed that there would be carry-forward
from actual receipts from FY 11 and FY 12 in the anount of
$5.5 mllion i f t he suppl enent al was approved
Additionally, the bill authorized ASM to expend 20 percent
or $1.5 million of the FY 10 coll ecti ons.

1:52: 18 PM

M. Ecklund detailed that the goal was to nove away from
funding based on projections and towards matching the nost
current actuals on a dollar-per-dollar basis. The receipts
would roll forward if the agency collected nore in a fisca

year than it was authorized to expend. The change would
help give the agency nore stability in its marketing
program from year-to-year and would allow it to plan future
mar ket i ng strategies W t hout requesti ng suppl enent al

general funds. Intent |anguage expressed that the state was
willing to match up to $9 mllion in industry collections
and the agency would carry the noney forward if the
i ndustry brought in nore than $9 nillion.

M. Ecklund discussed that the CS renpved a $9 mllion ATIA
QTA appropriation from the nunbers section and noved it to
the |anguage section (Section 12 (g)). He explained that
the same nodel would be used for ATIA as was proposed for
ASM . The proposal was to match industry collections that
had been $3, 045,000 in FY 10. The agency could not increase
its contributions for FY 10 because it had not known that
the legislature wuld nove to the new nethodol ogy.
Addi tional funding of $5,954,600 was available to the
agency for FY 12 through the QTA dollar-for-dollar match.
He expounded that the |anguage section wused the sane
mechani sm and |evel of appropriation as the nunbers
section, but it was split out slightly differently. He
added that the ASM appropriation had been noved from the
nunbers section to the | anguage section of the CS

Co-Chair Stoltze hoped that a collective effort would
produce a better solution to help the tourismindustry with
the challenges that it faced. He did not want the funding
to come fromthe capital budget.

Co-Chair Thomas agreed. He thought that the appointnent of
a task force for ATIA would be helpful. He discussed a
simlar task force had been appointed for salnon fishing
that had assessed the fishernen at about seven percent. He
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noted that in the nmeantine the |egislature was bound by | aw
to follow the specific equation.

1:57:51 PM

Representative Gara asked whether funding related to
Medi caid school receipts had been forgone because there
were schools that had not applied for the receipts
correctly. Additionally, he wondered how strongly the
tourism industry taxed itself to fund its share of tourism
marketing. He suggested Ilooking at the industry the
following year to determ ne the anmount of funds that were
contributed by the industry and whether a fifty-fifty match
was deserved.

M. Ecklund asked whether Representative Gara was referring
to Medi cai d school - based cl ai ns.

Representati ve Gara expl ai ned t he | egi sl ature had
"backfilled" funding because school districts had not
properly applied for the nmoney. M. Ecklund replied there
was approximately $5.6 mllion in Medicaid school-based
claime that a few districts had applied for. The CS
proposed noving the entire funding anbunt to the districts
that applied, whereas, currently half of the funding went
to schools that applied and the renaining funds went to the
K-12 formul a.

Representative Gara asked whether school districts were
following through on their promse to do a better job
applying for the Medicaid school -based claim funding in the
current year. He thought the |arge debate that had occurred
the prior year had been centered on backfilling funds that
school districts had not applied for. M. Ecklund needed
clarity on the question.

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDGET,
OFFICE OF THE GOVERNOR, verified that the debate had been
related to Medicaid school -based clains. She relayed that
the Departnent of Health and Social Services (DHSS) and the
Department of Education and Early Devel opnent (DEED) had
been working to increase the level of school involvenent in
the program She believed that the CS would direct the
received funds to the participating districts.

M. Eckl und agreed.
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Representative Gara wondered whether nore districts had
submtted applications, which would prevent the |oss of
federal funding. Ms. Rehfeld responded that the departnents
were working hard to nmke sure that districts were
submtting their applications. The departnents would need
to provide specifics related to progress that had been nade
fromthe prior year.

Representative Gara asked whether the state was funding as
much foregone federal funding as it had the prior year. M.
Rehfeld replied that there was not a backfill request for
the current year.

Co-Chair Stoltze wondered what it would take to get the
school districts to apply. He discussed that both Anchorage
and Mat anuska-Susitna had large school districts wth
nunmerous enployees and that the schools should have no
pr obl em appl yi ng.

2:04: 29 PM

Ms. Rehfeld believed that Anchorage and Mat-Su were both
participating in the direct services portion of the
program She relayed that there was also an administrative
portion of the program and that DEED would be able to
provi de nore detail.

Representati ve Doogan asked whether |anguage on Page 61
woul d backfill $129.4 mllion for DHSS. M.  Ecklund
responded in the affirmative. The |anguage would backfill
the shortage of federal funds with general funds if the
FMAP rate was not changed.

Representati ve Doogan wondered when the state would know
whet her FMAP funds woul d be available. M. Ecklund deferred
the question to Ms. Rehfeld.

Ms. Rehfeld did not know when the state would find out
whet her the FMAP extensi on woul d occur.

Represent ati ve Doogan asked whether the "drop-dead" date on
the FMAP extension was July 1, 2011. Ms. Rehfeld responded
in the affirmative.

Representative Gara was concerned about the $129.4 nillion
in the governor's budget. He believed it was a deficit and
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that it would require a |law change by Congress in order to
ensure the state woul d receive the noney.

2:07:32 PM

Co-Chair Thomas noted that the noney had not been included
inthe CSin order to reduce the size of the budget.

Represent ati ve Neuman wondered whether the intent in the CS
was to provide slightly less funding than ATIA had
requested and to require alnost double or triple the anount
the agency had previously provided. He liked the approach
that included a set ampbunt for the agency and the matching
requi renent.

Co-Chair Thomas answered in the affirmative. He noted that
the CS followed the law that stated the match would be
fifty-fifty by July.

Representative Doogan opined that the legislature should
not pass a budget with a $129 million hole in it that would
be present in the absence of federal funding.

M. Ecklund clarified that the appropriation would occur if
the federal law did not change. He noted that the nobney was
currently not included in the Finance Conmittee report or
t he governor's report because the outcone regarding federal
fundi ng was not yet known.

HB 108 was HEARD and HELD in commttee for further
consi derati on.

HB 109 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT

The neeting was adjourned at 2:12 PM
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