SENATE FI NANCE COWM TTEE
January 29, 2013
9:02 a.m

9:02:41 AM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 9:02 a.m

VEMBERS PRESENT

Senator Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Karen Rehfeld, Director, Ofice of Mnagenent and Budget,
O fice of the Governor

SUMVARY
SB 18 BUDGET: CAPI TAL

SB 18 was HEARD and HELD in commttee for further
consi derati on.

SB 19 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

SB 19 was HEARD and HELD in commttee for further
consi derati on.

#sb19
SENATE BILL NO. 19

"An Act nmeking appropriations for the operating and
| oan program expenses of state governnment and for



certain progr ans, capitali zing f unds, anmendi ng
appropri ations, and nmaking reappropriations; and
providing for an effective date."

9:03: 57 AM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDGET,
OFFICE OF THE GOVERNOR, stated that she had provided a
summary of the highlights of the bills at a previous
nmeet i ng. She referred to "Operating Budget -
UGF/ DGR/ Ot her/ Fed Summary by Departnent; Senate Bill 19/
House Bill 65" (copy on file). She noted that the summary
included the nental health portions of the operating
budget, so the outline included both SB 18 and SB 20. The
total budget for nental health was $240.891 mllion. She
| ooked at page 2, which was a conparison of the
unrestricted general fund (UG) changes from the FY 13
managemnment plan to FY 14 governor proposed budget.

Co-Chair Kelly queried the total budget the nental health
portion of the budget. M. Rehfeld responded that the
mental health operating budget totaled $240.891 nmillion;
whi ch included UG of $205.921 mllion.

9:06: 37 AM

Ms. Rehfeld shared that the total nunber that was proposed
for the operating budget was $9.795 billion. The UG- was
just over 59 percent at $5.7 billion; designated general
funds (DGF) was 8 percent at roughly $777.4 mllion; other
funds were $1.283 billion at 13 percent; and federal funds
were approximately $2 billion at 20 percent of the tota
budget. She explained that the budget process begins in
July, and it takes nonths to conplete the budget proposals.
She remarked that the supplenental budget bill would be
introduced the followng day, and the budget anendnents
would be due to the legislature on the 30th day of the
session. She stressed that the budget work continued
t hroughout the year. The structure of SB 19 contained 36
sections, and was 67 pages | ong.

Ms. Rehfeld | ooked at Sections 1 through 3 of SB 19, which
were known as the nunber sections of SB 19. These sections
totaled $6.741 billion. The sections were organized by
departnent; and by appropriation and allocation within the
departnment. She renmarked that sonme particular conponents in
these sections may be specific appropriation |anguage, such
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as "carry forward of program receipts." Sections 2 and 3
were the breakdowns of the funding sources. Section 2 was
fundi ng sources by departnent and Section 3 was the tota
of all funding sources for Section 1.

Ms. Rehfeld explained that Section 4 was the |anguage
section of SB 19. She stated that the |anguage section
i ncluded funding for various corporations: Al aska Aerospace
Corporation; Alaska Housing Finance Corporation (AHFO;
Al aska  Per manent Fund Corporation; Al aska I ndustri al
Devel opnent and Export Authority (AlDEA); the state
catastrophic and working reserve funds; shared taxes under
the Departnent of Commer ce, Community and Econom c
Devel opnment (DCCED); and other various itens.

Ms. Rehfeld stated that Section 13 was the particular
appropriation of $25 mllion for education, which was
addressed at a previous neeting. This appropriation was
specific funding that was targeted for energy costs in
school districts, but was allocated and distributed to
school districts on the adjusted average daily nenbership.

Ms. Rehfeld explained that Section 20 was known as the
"fuel trigger." This section was introduced sonme years
prior in an appropriation |anguage, rather than building
ongoing costs into the base of agencies' budgets. The
preference was to include a fuel trigger at different
prices. The fuel trigger estimate going into FY 14 was at

$36 million; allocated twice a year. There was currently a
thorough analysis on individual departnents’ fuel and
utility costs, in order to determine if this particular

| anguage shoul d be changed.

Co-Chair Kelly wondered if the fuel trigger estimate was
$36 mllion. Ms. Rehfeld responded in the affirmative. She
| ooked at page 53 of the bill, which showed the allocation
based on $100 per barrel or nore of $18 nmillion that was
distributed twice a year. She furthered that the current
year had distributed approximately $7 nmillion. The
departments were currently adjusting, and would provide
estimates at a |l ater date.

9:11:44 AM

Ms. Rehfeld stated that Section 23 was the debt service
obligations. This included debt service and bond paynents
for previously approved debt. One of the |argest conponents
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of this section was the School Debt Reinbursenent program
on page 59, lines 17 through 21. The projection for FY 14
school debt reinbursement would be $128.263 mllion
Section 24 was the federal and other program receipts
| anguage. It was Legislative Budget and Audit (LB&A)
| anguage that addressed federal receipts as it cane to the
State and State agencies. Section 25 contained a nunber of
capitalizations for different funds, like disaster relief
and the replenishment of the revenue sharing program
Section 26 outlined the fund transfers. The |argest fund
transfer was the Public Education Fund transfer of $1.2
billion to forward fund education. Section 27 was specific
to the State retirenment systens unfunded liability: $312.5
mllion for Public Enployee Retirenent System (PERS)
$316.8 mllion for the Teacher Retirement System (TRS); and
$4.5 mnmllion for the Judicial Retirement System The
retirement system budget was roughly a $20 million over the
current year budget. Section 28 was |anguage related to
salary and benefits for various bargaining unit agreenents
in the University of Al aska. Currently, the genera
government, supervisory, and confidential enployees units
wer e under negoti ati ons.

Co-Chair Kelly wondered if the benefits that were not up
for negotiation were ratified year by year. M. Rehfeld
replied that the language in the bill referred to all of
the bargaining agreenments that were ratified by their
menbers, so the request continued those that were already
agreed upon.

Co-Chair Kelly wondered if the legislature had to approve
the benefits year by year. M. Rehfeld replied that the
| egi sl ature had to approve the benefits year by year.

Senator Hof frman | ooked at Section 27. He relayed that there
were new requirenments that |ocal governments declare their
liabilities for PERS and TRS. He wondered if Departnment of
Adm ni stration (DOA) had addressed this issue. M. Rehfeld
replied that it was a new requirenment, and furthered that
the State had agreed to fund beyond the current cap of 22
percent for PERS and 12.56 percent for TRS. There was not a
final decision whether there would be a change to reflect
that increase in the State's financial statements.

9:16: 46 AM
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Senat or Hof f man wondered if there was comuni cati on between
the municipalities and DOA regarding the possibility of
substantial liabilities on the nunicipalities. M. Rehfeld
replied that DOA  had been in contact with the
muni ci palities about the issue, and how it would appear on
their financial statenents. She shared that it was a
continuing conversation that DOA had been engaged in.

Ms. Rehfeld explained that Section 29 was for shared taxes
to | ocal governments and other entities: the fisheries tax;
fuel tax; cost recovery; and cruise ship seven ports of
call. Section 32 was the budget reserve |anguage, that
would allow a draw on the statutory budget reserve (SBR)
should the revenue be insufficient in FY 14 to cover the
proj ected expenditures. Sections 33 and 36 were the |apsing
provi si ons, retroactivity, and effective dates. She
remarked that the mpjority of SB 19 would take effect July
1, 2013 for FY 14,

Ms. Rehfeld restated that the FY 14 Operating Budget
i ncl uded full-fundi ng and f orwar d- f undi ng for K-12
education; Medicaid and other formula prograns; Permanent
Fund appropriations for dividend and inflation-proofing;
energy assistance; tourism marketing; and the bargaining
unit conponents that were a work in progress.

Co-Chair Kelly requested nore information regarding the
catastrophic and the working reserves. M. Rehfeld replied
that there were two conponents. There was a reinbursable
services agreenent to pay for working reserve, which was
termnal |eave or |eave cash-in for enployees. The working
reserve included a payroll deduction that was built into
the rates and the budget positions; and a reinbursable
services agreenent. There was |anguage in the appropriation
bill that would allow funds to "sweep” into working reserve
and the state catastrophic reserve.

9:21: 23 AM

Co-Chair Kelly requested further information regarding the
i npact of the operating budget for years out to 2020, from
the FY 08, FY 09, and FY 10. Ms. Rehfeld agreed to provide
that information

Senator Dunleavy wondered if there was a process to

determ ne how nuch State nobney was needed to support the
$2.7 billion in federal receipts. He specifically queried
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whether it was in addition to the budget, or if it was
witten into the budget. M. Rehfeld replied that there
wer e specific mat ch requi renents and mai nt enance
requirenents for nmany capital requests. The federal funds
were often mtched wth the State contributions. She
offered to provide nore detailed information at a later
dat e.

Senat or Dunl eavy wondered whether the federal funds were
linked to the State, or the States were linked to the
federal funds. Ms. Rehfeld responded that if the state had
participated in a federal program the state agreed to
commt a certain anount of resources in order to receive
the federal dollars.

Senator Dunl eavy remarked that many Al askans felt that the
budget was grow ng, but revenue was not keeping up with the
budget. He wondered if there was a discussion regarding
possi bl e statutes or regulations that would reduce the cost
of governnent. Ms. Rehfeld replied that there were
conversations each vyear that focused on the current
priorities that were already witten in statute.

SB 19 was HEARD and HELD in conmmittee for further
consi derati on.

#sb18

SENATE BILL NO 18
"An Act making appropriations, including capital
appropriations and ot her appropri ations; maki ng

appropriations to capitalize funds; and providing for
an effective date."

9:26:41 AM
Ms. Rehfeld discussed "Senate Bill 18/ House Bill 64;
Department UGF/ DGR/ Other/Fed Summary - Capital Budget™

(copy on file). She shared that the summary included the
nmental health capital itens. The nmental health portion of
the bill totaled $14.50 mllion; of that, $12.650 nillion
were general funds. The total proposed Capital Budget for
FY 14 was $1.838 billion. The UGF request was $795.237
mllion at roughly 44 percent; DG was $74.617 million at
roughly 4 percent; other funds were $56.580 mllion at
roughly 3 percent; federal funds were $911.948 nillion at
49 percent of the total requested budget. The DGF included
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t he Renewabl e Energy Grant Funds and the Regi onal Education
At t endance Area Fund. O her f unds i ncl uded t he
International Airport and statutory designated receipts.

Co-Chair Meyer noted that the bulk of the federal funds
were used for transportation. Ms. Rehfeld agreed.

Co-Chair Meyer stressed that the federal dollars were
"driving" nmuch of our transportation programs. M. Rehfeld
replied that sonme of the other funds that were |everaged
were the request for the nmunicipal water and sewer and
proj ect s.

Co-Chair Meyer wondered if the federal funding for the
roads had been decreasing in recent years. M. Rehfeld
replied that there had been a continuation of a
consi derabl e anount of federal funding. She explained that
Departnment of Transportation and Public Facilities (DOI/PF)
could provide a nore detail ed response.

9:30:46 AM

Ms. Rehfeld stated that Sections 1 through 3 of SB 18 were
the nunbers sections. In the capital budget, Section 1 was
organi zed by departnment; and the projects were listed in
priority within each agency with the deferred nmaintenance
request at the end. The only exception was DOI/PH, because
their requests were listed in a program area wth the
requests listed in al phabetical order. She stated that the
detail budget books contained listings of the projects in
order by reference nunbers. She explained that Section 2
was the funding sources for the appropriations for Section
1 by departnent. Section 3 was the total summary of the
fundi ng sources for Section 1.

Ms. Rehfeld stated that Section 4 was the federal and other
program recei pt |anguage for the LB&A provisions. Section 5

was for fund capitalizations, including the GCeneral
oligation (G bond |anguage. Section 6 was a fund
transfer section, which included the $25 mllion from the

general fund (GF) into the Energy Gant Fund. Section 7
regarded insurance clains. If there was a settlenent for an
insurance claim it could be used for the Catastrophic
Reserve Ri sk Managenent account. Section 8 was the Nationa
Petrol eum Reserve Alaska (NPRA) Gants estimated to be
$3.945 mllion in FY 14. These funds came from the sale
rental, bonus, or royalties on leases issued within the
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NPRA. The funds would be available for appropriation for
communities that were directly inpacted by the |eases. The
annual grant application process was prepared by DCCED

Ms. Rehfeld stated that Section 9 was a reappropriation of
$1.750 mllion from the Akiak Rural Power System Upgrade
This upgrade was conpleted for approximately $4.5 mllion
and a portion of that was federal funding from the Denal
Commi ssion. There was a balance in the project that was
requested for reappropriation to a rural power system
upgrade in Atmautlauk. Section 10 was a reappropriation of
bal ances in Departnment of Environnental Conservation (DEC)
for the engineering and managenent of nunicipal water and
sew projects. Section 11 was a reappropriation of
approximately $2 mllion from the Kodiak Near |sland
facility in the Departnment of Fish and Gane (DFG to be
redirected to DFG s hunting and fishing |icensing system

MVs. Rehfeld shared that Section 12 were the |apse
provisions for the various sections, nostly related to
capital |apse provisions for reappropriations and fund
transfers. Section 13 declared that the reappropriations
woul d be effective June 30, 2013. Section 14 was the
effective date of July 1, 2013 for the FY 14 capital
budget .

Ms. Rehfeld highlighted sonme specific funding sources. She
stated that OVB proposed to spend $120.2 nmillion from the
Al aska Housing Capital Corporation Fund, which was set up
in 2006 with a $300 mllion appropriation. Since that tineg,
there had been other appropriations into that fund and
interest had been earned. She stressed that there were
needed investnments in order to grow the econony. The $95.2
mllion request for the Susitna Watana project and the $25
mllion Al aska Gasline Developnment Corporation, totaling
$120.2 mllion.

9:38: 54 AM

Ms. Rehfeld shared that $20.745 nillion out of AlDEA
di vidends that were proposed to fund 3 Roads to Resources
prograns and one other: $8.5 mllion for Anbler; $7.5
mllion for the Dalton H ghway; $2 mllion for a smaller
program and $2.745 for the strategic mnerals assessnent.

Senat or Hof f man wondered if there was a location within the
budget for the Roads to Resources projects. M. Rehfeld
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replied that Anmbler and Dalton H ghway were specifically
witten in the budget, and the $2 mllion for the smaller
program woul d be outlined by DOT/ PF

MVs. Rehfeld stated that the Alaska Housing Finance
Corporation (AHFC) dividends were currently |ower than
three years prior. In the current budget proposal, $10.6
mllion in AHFC dividends was directed conpletely to their
debt servi ce.

Ms. Rehfeld pointed out that there was no request for using
the Alaska Capital Income Fund that had a balance of
approxi mately $76 nmillion

Ms. Rehfeld summarized the projects in the proposed budget:
Susitna Watana project; weatherization and hone energy
rebates and renewabl e energy; the infrastructure, highways,
avi ations, and village safe water; the N ghtnmute School and
the Kwi gillingok school deferred maintenance.

Co-Chair Meyer wondered if the last two schools' requests
mentioned were a result of the Kaysulie lawsuit. M.
Rehfeld responded that N ghtrmute was the next school that
was on the "Kaysulie List" for funding in FY 14, and was a
$33 million project. It was funded in 2012, but the funds
were not available to conplete the project. The next school
on the "Kaysulie List" was Kwethluck, which would be
addressed in the FY 15 budget.

9:43: 19 AM

Co-Chair Meyer wondered if the State Library and Miseuns
Project (SLAM was conplete. Ms. Rehfeld replied that the
previous request of $20 mllion for SLAM woul d not conplete
the project, because $50 million was required to conplete
SLAM She stressed that the governor supported SLAM

Co-Chair Meyer noted that there were nmany projects that
were in-progress. He stressed the need to focus on
conpl eting projects. He wondered why the Engineering
Buildings for the University of Al aska Anchorage (UAA) and
University of Alaska Fairbanks (UAF) were not included in
the list of requests. Ms. Rehfeld that OVB was supportive
of the Engineering Buildings project, but there was
inperative work that was required for existing University
of Al aska buil di ngs.

Senat e Fi nance Comm tt ee 9 01/29/13 9:02 A M



Senat or Hof f man expressed gratitude for the addition of $50
mllion for the weatherization and hone energy rebate
prograns. He wondered if there was a conversation regarding
the nobilization of the workforce to inplenent the rebate
programs. Ms. Rehfeld responded that there was discussion
regardi ng the success of the progranms. She understood that
there was currently nore demand that what workers were able
to acconplish

SB 18 was HEARD and HELD in conmmittee for further
consi derati on.

9:47:46 AM
AT EASE

9:48: 36 AM
RECONVENED

Co- Chai r Kel l'y di scussed t he week' s agenda, and
housekeepi ng.

#
ADJ OQURNIVENT
9:50: 08 AM

The neeting was adjourned at 9:50 a.m
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