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HOUSE FINANCE COMMITTEE
Tuesday, January 27, 1976
8:50 a.m.

All members were present except Rep. Haugen and
Rep. Naughton. Alison Farnan, Fiscal Analyst with
Legislative Finance, was also present.

The meeting was called to order to continue
discussion of HB 628.

Chairman Malone handed out information on the

number of employees by bargaining unit and funding
source. He also handed out calculations of interest
for the APEA and Tri-Trades contracts (see file).

He pointed out that the Tri-Trades figures show the
interest running from the time the contract is
signed and another figure for contracts covering
interest. The total amount of interest would run
between $120,000 and $150,000 if the state has a
liability in that regard.

Chairman Malone directed the committee to the
January 23 letter from Ellison Ferrall of APEA
(see fFile). Rep. Gruening noticed that APEA"s
figures were not the same as Budget & Management®s
figures. Rep. Duncan explained that Budget &
Management must have figured the amount due on a
monthly basis.

Rep. Gruening commented that at the time a contract
is signed employees have a reasonable expectation
they will be paid the amount in the contract, this
doesn"t mean they expect to receive interest on
that amount.

Rep. Duncan computed that if the interest 1is paid
from the time the contract was signed for Tri-Trades
the amount will be $53,700. Under the confidential
unit the total cost at the end of February would be
$5,000. The supervisory unit cost due at the end

of February would be $24,400- that is the figure
from Mr. Ferrall. It would be $83,000 all together.

Chairman Malone said he thought Budget & Management®s
figures were correct.
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Rep. Duncan went on to say that if the committee DATES,
looked at August 16 to the end of February- PAYMENT OF
5% months— the total would be $25,800 for the INTEREST
supervisory. IT interest was paid from the date

of signing it would be $84,500.

Chairman Malone said the error on the January 23
letter is that APEA had taken the total cost
throughout the year and applied an interest rate.
Only the unpaid portion would have interest due
on it. They have said the full anount was due on
August 16 when it was actually due on a monthly
basis.

Rep. Duncan said that made a big difference- the
total would be closer to $63,400. Chairman
Malone added that the $63,400 would cover the
amount of interest from the time the state had

a contractual obligation until the end of
February.

Rep. Haugen joined the meeting at 9:00.

Rep. Duncan said that Marine Highways has an MARINE
unpaid contract too. He asked what was due HIGHWAYS
on that one. Chairman Malone explained that

the committee would not have that information

yet.

Rep. Gruening; said that even though APEA"s

figure was incorrect their approach was good.
They were not asking for anything other than

the amount funded by legislature. Chairman
Malone said there was some question as to whether
contracts should be paid from the date of signing
or from the date of contract.

Rep. Cowper observed that unless the act was
changed to keep this kind of thing from happening
it would be necessary to pay a big reserve to

the Dept, of Administration. That would be
impossible to control.

Rep. Haugen asked if the problem was that
when the contract was signed legislature
didn"t carry over the funds.

Chairman Malone said that the money for the

cost of living increase for Tri-Trades wasn"t
appropriated. Does that mean that interest
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is due because legislature wasn"t around to
appropriate the money.

Rep. Cowper asked if paying the money to one PAYMENT OF
group made it mandatory to pay money to the INTEREST
other one. Rep. Gruening wondered if the

money couldn®"t be taken from some department’s
lapsed funds.

Rep. Gruening asked what the Tri-Trades people

were asking interest on. Rep. Duncan responded

that they were asking interest on the retro-

active pay to January 1.

Chairman Malone said there were three arguments:

1. Interest isdue from dates covering contracts.

2. There i1s no interest due.

3. Interest isdue from date contract was signed.
Rep. Gruening said that the situations were different
In one case it is something that should have been

funded but wasn"t, It"s something that arose after
the contract.

Rep. Buchholdt asked if the contract wasn"t being CURRENT
negotiated again this year. Couldn®"t they include NEGOTIATIONS
wording in that contract about this. Chairman

Malone answered that that could be handled in the
design of the appropriation making specific call
for the cost of living under existing contracts.

Chairman Malone told the committee that they had
all the i1nformation necessary to make a decision
except the interest due on monies due and then
paid in Marine Highways.

Rep. Buchholdt asked if it was known what the
amount of restricted and unallocated funds was.
Rep. Cowper interrupted asking if the committee
had decided to see i1f any other departments had
lapsed funds or if this bill was going to

be sent through the way it is.
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Chairman Malone said that that information should
be established, but on this appropriation the

only area it was possible to pin down was Marine
Highways. The rest are scattered among departments
and that is the way funds would lapse. This is the
only supplemental from Marine Highways, but not the
only one from executive branch.

Jay Hogan, Director of Legislative Finance, joined
the meeting at 9:17.

Chairman Malone asked Mr. Hogan about restricted
and unallocated funds. Mr. Hogan answered that
Marine Transportation had told him all of their
accounting people were on a ship somewhere.
Chairman Malone instructed Mr. Hogan to phone

Mr. Hudson and tell him the information was
needed by 10 o"clock. Mr. Hogan left the meeting.

Chairman Malone asked the committee what they
wanted to do with this bill.

Rep. Guy asked about the transfers of monies in
Section VI. Chairman Malone said it would allow
them the transfer of funds only for paying salary
increases.

Rep. Gruening said he could understand the

argument made for supervisors and confidential
employees, but as far as any interest payment on
retroactive iIn addition to contract, that should
have been written into the contract. He continued
that the only groups entitled to interest for cost
of living are the confidential and the supervisors.
They are entitled to the money and administration
should be advised that when they approve a contract
they should go ahead and pay it and then they would
be on good ground for a supplemental if needed.

Chairman Malone asked what the figure would be
under the confidential contract. Rep. Gruening
replied that it would be $5,000.

Rep. Gruening asked if the confidential employees
weren"t similar to the supervisors. Rep. Duncan
said that the original agreement was signed 1in
October of 1974 and the supplemental was signed in
July of 1975.

RESTRICTED &
UNALLOCATED
FUNDS
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Rep. Cowper suggested that in the sections of the
bil] dealing with cost of living increases they
should be called cost of living and not salary
increases. The public might not be favorable to
the $14_.4 million in salary increases.

Chairman Malone said that confidential covers
some salary increases and some cost of living.
Supervisors does too.

Rep. Cowper suggested that the figures be
broken out to minimize the emphasis on salary
increases. The public is often of the opinion
that state salaries are more than they should
be, but they can understand cost of living
increases.

Mr. Hogan returned to the meeting at 9:35. He
said that on the Marine Highways salary increases
the director is concerned about taking more money
out of the reserve because they will need that
money Tfor contractual and commodities.

Chairman Malone asked how the figures could be
broken down to show cost of living and salary
increases separately. Rep. Duncan said it

could be done in the legislation or iIn an attached
letter.

Rep. Cowper said that for the supervisory personnel

he felt the interest should be properly calculated
and paid. Rep. Gruening said he wasn"t sure
about interest for the confidential.

Mr. Hogan suggested that if there was concern about
the psychological impact of the bill words could be

inserted in the sections saying the increase was
for cost of living. The exact amounts could be

explained in a letter or in the journal. The title

could also be changed.

Chairman Malone appointed Rep. Duncan and Rep.
Gruening to bring a recommendation back to the
committee at 1:30 today.

Rep. Cowper said he hoped there would be a break-

down of cost of living and salary Iincreases
incorporated into the bill. He wanted to

s (
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see a committee substitute saying it was

cost of living and not pay raises. Chairman
Malone agreed with this to the extent that it
could be fairly reflected.

Chairman Malone recessed the meeting at 9:45.

Tape: H76-6
Beg. 0000
End 1411
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HOUSE FINANCE COMMITTEE
Tuesday, January 27, 1976
1:35 p.m.

All members were present. Others present were Alison
Farnan, Fiscal Analyst of Legislative Finance, and
Ron Lind, Budget & Management.

The meeting reconvened to discuss HB 628.

Chairman Malone asked for a report from Rep. Duncan
and Rep. Gruening.

Rep. Duncan said that after calculating the cost of
living vs. the salary increases in the bill it had
turned out that over $7 million was cost of living
and $6.7 million was for salary increases. He
reported that there would be no problem in putting
this in the bill.

Rep. Gruening added that the allocations to the
various funds would not be broken out.

Chairman Malone said the appropriation would not
change because the total is the same.

Rep. Duncan said that the supervisory contract
was signed prior to the legislature adjourning
last year. The rest of the contracts were

signed after adjournment. The confidential units
new contract called for negotiations to start in
December of "74, but they didn"t get started
until May of =75.

Chairman Malone asked Rep. Duncan and Rep. Gruening
for their recommendation.

Rep. Duncan said their recommendation was that the
cost of living amount and salary increase amount be
specified in the bill. Funding sources would remain
the same. He recommended that the interest on the
supervisory contract be paid at $4,700. That would
take them from August 16 to February 28. He said
they were still waiting for the Marine Transportation
figures. They had a contract signed in October of
"74 providing for increases. The one increase of

55£ per hour was not funded until after negotiations
between legislature and Marine Trantportation and then
44£ was paid.

PRESENT
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Chairman Malone asked the committee for its feelings.

Rep. Haugen suggested that the bill had been in
committee long enough.

Chairman Malone asked Mr. Lind if he had any

other comments. Mr. Lind said the increase should
all be funded from the general fund for supervisory
people. In the Marine Transportation it is not a
problem because it is 100% funded from the general
fund. The legislature is suggesting that there

was an error and that the error should be paid from
the general fund.

Rep. Duncan commented that the bill itself would
have a change iIn title and that sections would be
changed to specify cost of living.

Chairman Malone again asket the feelings of the
committee. He then asked the subcommittee to
prepare a committee substitute within the limita-
tions stated for tomorrow morning. He hoped that
the bill could be reported out tomorrow morning
and read on the floor.

Chairman Malone said the meeting would be adjourned
early to give committee members an opportunity to
prepare for the revenue meeting. He then asked if
there was any other business.

Mr. Lind said that at noon Budget & Management had
received a call from the University of Alaska
indicating they are going to submit a request for
cost of living for community college instructors.

Chairman Malone said he would like to consider
that as a separate supplemental request.

Chairman Malone told the committee that before
the close of business tomorrow he would try to
have a proposed schedule of hearings and would
ask for a minimal report from subcommittees on
the budget.

The meeting was adjourned at 01’:50.

Tape 1176-6
Beg. 1418
End 1665

FUNDING
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HOUSE FINANCE COMMITTEE
Wednesday, January 28, 1976
8:30 a.m.

The meeting was called to order by Chairman Malone. A quorum

was present with all members. Also Alison Farnan and Milton
Barker of Legislative Affairs, as well as three persons from
the Dept, of Administration: Director Dick Bradley, Dick QUORUM

Winchell and John George were there.

Rep. Duncan offered his subcommittee report on HB 628, explaining

it section by section. He said the cost-of-living increase

would not affect any of the tables used in the funds. Because HB 628
concontracts were signed when they were insession last year

and during the interim, they now needed the appropriation.

In general, all the supplemental monies were due tc cost-of-

living increases and not to salary increases. Section 2 reflected

that, and so did Section 3, as did Section 4. Section 5,

he referred to the $220,800 agreement signed in October, 1974,

an increase which was due during legislature last year.

Chairman Malone said the total charges in interest calculated

to approximately $10,000. Duncan added that the iInterest was INTEREST
six percent simple, per year, and Chairman Malone said it was

just on those contracts already approved, but the cost-of-living

increase was under-funded due to poor estimates.

Cowper asked for a letter to back this up, breaking out their

answers fTor the Administration. Chairman Malone said they

got their Tfigures from the Administration. But Mr. Duncan
would prepare a letter (see attachment) to explain each section
of the bill.

Then Chairman Malone listed action accomplished on the Committee
Substitute:

1) Explanation and clarification of amounts
of cost-of-living adjustments which hive SUMMARY OF
been separated from the salary increases CHANGES
indicated in the body of the legislation.

2) In the title, wording should appear showing
that the appropriations are due to cost-of-
living increases; not due to simple salary
increases.

3 The amounts which have been included for iInterest
adjustments are due to contract ratification by
the previous legislature, and were either not not
funded or just partly funded.
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Rep. Haugen moved and asked for unanimous consent to
pass out the Committee Substitute on HB 628. Hearing
none, the motion was adopted unanimously.

Following a short recess, House Bills 593 and 594 were HB 595
taken up for reconsideration in that order. They delt HB 594
with a Health and Social Services Supplemental Appropriations.

The Chairman said HB 593 includes the non-payment bills,

increase in cost of care, and money to replace program

receipts the state may not obtain from the federal government.

Rep. Buchholdt said she had made a request of Ms. Lloyd
when she testified, about the number of private institutions
and number of children and had not yet received an answer.
She asked for a breakdown on the per-child cost, also.
INFORMATION
Naughton added he received no information about Region INCOMPLETE
X amounts that have lapsed, nor what the inter-agency
receipts were.

Buchholdt said it came to light that last year they approp-

riated $9,000, and although the amount was insignificant, DEPARTMENT
they did not follow legislative intent with it. They REALLOCATION
forgot to pay a certain bill and they spent it for something

else. “"So if we don"t get this information now, 1 feel

we have lost this round,"™ she added.

The Chairman said they needed the information before
taking action for:

1) The lapsing funds in the Department by BRU

2) Federal regulations on these program receipts NEEDED

3 The number of cost-of-care per institution; INFORMATION
(break-down of cost)

Rep. Buchholdt said that $10,000 per child she knows
it could easily cost, but a break-down was important
nevertheless, and Chairman Malone said they will get
that information.

Going on to HB 594 relating to a Division of Public Health,
DHSS, supplemental request based on the emergency diptheria
immunization program — the Chairman®s file did net have
any supporting information. The Department people told
them there would be some money in the general relief
medical fund to cover the emergency immunizations, said
Buchholdt. They do have the funds but they were reluctant
to move them when it was not a part of the legislative
intent. So there was a lapse.

Naughton commented that they could not use last year"s GENERAL RELIEF
money and so the lapse didn"t matter. General relief MEDICAL FUNDS
medical is only supposed to be used in general relief

medical; anything else is not supposed to lapse. Then he

reminded the committee he had asked them for computation

figures on their year-to-date expenditures. Gruening said

it was going to be pretty tight.
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Chairman Malone set aside bills 593 and 594, until such time HB 553
as more information was forthcoming. HB 553 relating to risk
management and loss prevention in state government together

with accompaning fixcal note and governor"s letter were then

taken up. (Duncan left.)

Dick Bradley, Dick Winchell and John George from the Dept, of
Administration were present to testify.

Bradley: The rationale behind this bill is, very basically,

to manage our risk. We associate with underwriters, Workmen®s
Compensation, the ferry, etc., the works. Risk Management

is our loss control program. Also, we have a statewide

safety program pretty much under way. Also, 1incorporated TESTIMONY
is the revolving loan fund which is part of the risk.

We take advantage of the lower premium rates and absorb

some of the risk ourselves at the lower level, just like

a deductible. For example, if we had a major loss due
to a fire, it may be six or nine months until the insurance
adjustment is complete. In the meantime it will have to \

be rebuilt. If there was to be money in the fund we could
loan to get the work done until the insurance adjustment
is complete, we could make that up to the fund. The fact
that the fund is revolving, would make it adequate to take
care of payments year to year.

Cowper: This 1is sort of a limited selfinsurance. That
is, we are becoming self-insurers. You won"t get higher ASSUMING
deductibles to reduce premiums. Did Dick Block help with MORE RISK

that? 1°d like to hear his thoughts on it.

George: He was aware of it, and approved of it. Cowper
said he would like to hear his thoughts on it.

Cowper: What"s been your experience, Mr. George, as to
the cause of delay in the iInsurance payments?

George: Our 1insurance companies have been very responsive LAG IN PAY-
when you ask them to take care of losses; but in Alaska MENT QUEST.
you have to, many time, rebuild the school building before

you know what the cost is going to be. Most agencies do

not have enough slack in their budget to take care of a
$50,000 loss until such time as the insurance money comes
so they have to ask for a special appropriation.

Cowper: The insurance company sometimes advances money.
What"s the correlation between the state"s premium and
its loss? row much does it go up?

George: The 1insurance companies like to think it comes

to 50% of the premium. The other 50% loss goe.3 to administra-

tive cost and profit. But on anything with the state,

we get a more favorable ratio — probably 60 to 70% ratio. PREMIUM COST
But in the long run, if the losses exceed the premium,

the premium goes up because they don®"t want to lose money.
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They are a profit making organization. If you took a deduct-

ible and took the amount we were paying for the premium DEDUCTIBLE
and put it into this fund, we come out at 60 to 70% in FORMULA
the long run. We save quite a bit of money.

Cowper: You got any figures on that? How is this going
to work in each department? How much money will they deposit
into the risk management fund?

George: The chairman mentioned there is a fiscal note

which i@s zero. We already allocate monies to the departments
for insurance. We could take a portion of that money and
instead of buying iInsurance, put it in that fund. As to

how much each department pays for insurance payments, |

could get that for you. Insurance premiums are going up
drastically and it is tied to court awards. The insurance
companies are very sensitive and they automatically want

more money.

Cowper: What is the relationship between the Office of RELATIONSHIP
Risk Management in the Department of Administration with WITH DIV. OF
the Division of Insurance? INSURANCE

George: The Division of Insurance is a regulatory body
to regulate insurance companies, insurance brokers, etc.
They have insurance expertise and we exchange ideas. For
instance we"ve discussed this bill. I"ve discussed their
malpractise bill. We have no cross-function. They are
the regulatory body. We are the buyer.

Cowper: Do you exchange information regularly? (Yes.)

Buchholdt: What is your disaster Tfigure given throughout
the state?

George: Disaster, or normal losses? I am not sure "disaster”

is the precise word there. I would consider a disaster

the Anchorage airport incident with the 747, or an earthquake "DISASTERS"
or maybe flood, etc. I think you are referring to serious AND LOSSES

losses which happen as a regular occurrence. If we burn

down a school, that"s different as a million dollar loss

than is the 747 in the ditch at the Anchorage airport.

The question of whether we are liable for a twenty-five
million dollar loss? There is no way right now we could
treat i1~ with a loss fund. Maybe one hundred or two hundred
million maximum, then we could. In school losses you could
limit your losses in the aggregate. (He explains by example.)
IT the fund has a half million dollars, that is the absolute
limit the fund could pay out. I am not sure the word "disast-
er" 1is pertinent.

Buchholdt: Regarding the 747: Is the state responsible

for weather conditions?

George: We hope not. There is a lot of speculation about 747 AIRPORT
that right now. The pilot had the plane in a state of INCIDENT
unpreparedness. (He explained specifics.) It was "pilot
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error"” that caused that. We have a remote possibility
of being tagged with that. We are covered. If we had a
snow plough out there in the way and the plane hit it,
we could be liable.

Cowper: I heard a while ago the state was having a problem
trying to write liability insurance. Is that still a problem?
To find someone who is willing to do it?

George: We currently have liability insurance. A month STONEWALL
from now we may not. The Stonewall Insurance Company is

our general liability carrier. I know they are not a popular-

name as is Aetna, etc. but we do check these out and it

is a good solid company. We wouldn®"t select Arizona Shifting

Sands.

Cowper: Alpac: What happened to them?
George: Alpac made a decision they no longer want to write

government entity business. They are re-insurers. They
don"t take the whole risk. They reinsure other insurers.

Cowper: Did some of your 1insurers take into account the JURY TRIAL
recently passed state law to ask for a jury trial? 1 know

the attorneys who represent the state®s insurance companies

who requested that bill. Does that enter in?

George: There are a lot of things that enter in. The

courts rules on kinds of negligence last year and in spelling

out how that will affect it we really don"t know. I want

to point out that the loss history won®"t be known for a
while and that will really determine the cost of premiums.

Cowper: How much does the state pay a year on liability

insurance? The total cost of liability insurance probably

comes to ? COST OF
LIABILITY

George: One hundred-million dollar liability total cost.

Close to that.

Gruening: There was a case before the courts in Anchorage,
now before the Superior Court. Will that case change your
ability to get insurance? For instance, the state inspector
on the job has the duty to make things safe.
COURT
George: We also have a case iIn Ketchikan; a man was seriously DECISIONS
hurt. These broad court interpretations — especially in
remote areas of the state where sometimes we are liable -
the court broadens our liability, it affects our capability,
and certainly the price. They estimate there will be some
decisions like these. The real test will be the losses.
IT it costs a million dollars apiece, they will have to
make an adjusted premium, as they must cover profit and
administrative costs.

1-28-76
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Gruening: A question on mechanics: Section "d", Page

2; "All money received by the state from litigation or QUESTION OF
settlement of claims for damages relating to insured or COMPANY
uninsured losses of the type paid by the risk management REIMBURSING

fund, and from return premiums, interest and other returns
from investments of the fund shall be deposited in the
fund.” When the company settles and pays you and you stick
it into this fund - doesn®"t the insurance company want

to be reimbursed?

George: Let"s say we have a $50,000 deductible on a liability
situation, and we get so much back. (They collect it,
subrogate our interest, and we would get it back. There

are times when we would subrogate on our own — when the
insurance company would advance to us and subrogate.)

Gruening at this point in the narrative, pointed out a LITIGATION
loophole possibility and asked if there was an authority LOOPHOLE
who could become managers to take some of that litigation

money. George did not agree. Gruening further asked about

using money from the general fund: would the fund have
enough in it from premium savings?

Buchholdt: On Page 1, Subsection 'c'", eachagency in the DEPARTMENT
department is going to ask to contribute tothis revolving CONTRIBUTIONS
fund. How do you plan to do that? Will wehave to pay

the department more money?

George: We are doing the same thing now when we allocate
premiums. We take part of that money and put it into the
fund. The Department of Public Works uses a substantial
amount of the premium because they have the airports, the
ferry fleet, etc. Those are specific premiums that that

is how much it 1is. On the Workmen®"s Compensation, it is
rate times payroll. That is done automatically by the
computer every month. Public Safety pays a specific premium
on their airplanes, vessel insurance, etc. What we are
trying to do is to get the cost allocated back to the depart-
ments so that everyone can see how much the costs are which
we appropriate to that department.

Buchholdt: Will this cause an increase in budgets of the
departments or will they come back for more money?

George: We tell them a year in advance when they are in

their budget cycle what they are going to pay for their HOW BUDGETED
insurance premiums. So it is all in the Governor®s budget.

It should not require additional appropriation.

Naughton: What wil_ the fund balance be five years hence?
George: That depends on the losses and if the fund is BALANCE IN
flexible, and can be adjusted. IT we find we are saving 5 YEARS

money at an accelerated rate and the insurance premiums
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are going up — say five million dollars in the aggregate

we"d have to prudently have at least five million dollars
more than that. In five years from now the pipeline is
giving us oodles of money we shouldn"t be buying insurance
We should be totally self-insured.

Naughton: What is the state spending now in liability
insurance?
CURRENT
George: Six million dollars. LIABILITY
EXPENDITURE
Naughton: Right now the deductible is where, in the aggregate?

George: We have a $200,000 per occurrence deductible.
$2,200,000 in the aggregate.

Naughton Property? (Yes.) At the end of the first year,
we can anticipate the end-of-the-fund balance?

George: The problem now is the losses are accelerating.

Workman®s Compensation, for example. The losses this year

compared to the losses last year, potentially it could

be a million dollars. It is going up fast. If we killed INFLATION
four people, the fund would be a lot different. (He further

explains the technical aspect.) That®"s how we got with

Stonewall Insurance Company. They were willing to write

the claim. They are an excess carrier, not a primary carrier.

(He explains how it works after losses are adjudicated.)

Essentially on insurance process, where the insurance company
will take the money, invest it and later pay it out, we
are doing that. We pay this year®s losses with next year"s

pay or next year®s losses with this year®s pay. In the
long run, we are doing the same thing as the premiums do INSURANCE
and we come up with that 60 - 70 percent ratio. Over a PROCESS

12-year period we should be saving 30 to 40 percent. If
we didn"t carry it over, we would have to budget for the
maximum exposure amount a year.

Chairman Malone: Pursuing Mr. Naughton"s gross rate question,
what would be in the fund at the beginning of its creation?

George: IT our total insurance program is six million
dollars, probably two to three million of that would be
channeled into the fund. Most of your losses are going

to be small ones. The frequent loss takes up most or the
premium.
SMALL
Naughton: What range would be considered a small loss? LOSS
DESCRIPTION

George: Under $100,000. For the State of Alaska, possibly
$200,000 as inflation has caused insurance premiums to

rise rapidly. If you get a dent in your automobile, you
know what We are talking about.
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Rep. Naughton then pointed out the wording in HB 553, Section

1.(@®) which he read: “"There is established a permanent
revolving fund known as the risk management fund in the UNSPECIFIED
Department of Administration for the payment of insurance "PURPOSES™

premiums, uninsured lossed, deductibles, advance payments
of insured losses and other purposes considered proper by
the commissioner of administration.” What are those purposes?

George: The reason that is in there is because you don"t
know what those purposes are. They would always be for

risk management and loss prevention purposes. To write

a bill that takes i1n every contingency is pretty tough and

we tried to make this general. It would not go for carpeting.

Mr. Bradley: If that poses any kind of problem to the committee,

we could take that out. There is no subterfuge intended.

Naughton. IT we dropped those magic words, would that be

any problem to you?

Bradley: 1t is in there for better risk management and loss

prevention. One can"t predict the ramifications of what

will occur. We need that latitude. It ties iIn with the FOR LOSS
loss control aspect. For example if someone does have a PREVENT ION

type of carpet that lends 1itsself to skidding and someone
could hurt themselves, we can go in and advise them to change
that to non-skid type carpet. Since we are controlling

our losses, it reduces the amount of money we actually have
to pay out. The loss control aspect is another function

of it.

George: Risk management 1is the purpose. This wording has
integrity. It prevents losses.

Naughton: I wouldn"t want you to say that by reducing waiters
on the Malaspina, we would reduce Workmen®s Compensation
loss.

Cowper: Mr. George, if the state is going to really going

to have a substantial deduction, who is going to be in control

of the law suits? Is the attorney general®s office, or is WHO HANDLES
it going to be relegated to good old Stonewall? If Stonewall LAW SUITS
lawyers are in charge of the case, they might think it is

a good idea tc settle for anything under the states®™ part

of the bill and Stonewall doesn"t pay anything.

George: We have an agreement for adjustment firm to adjust

these claims within the deductible area. The risk management

program doesn"t have enough personnel to handle the claims, CLAIMS

so the adjusting firm, and a few attorneys do that. Very ADJUSTMENTS

few cases do we go to the attorney general®s office.
adjusting firm is accountable to us.



adjusting firm is accountable to us. In the case of having
to go through the Human Rights Commission, the attorney
general"s officc might want to handle that.

Cowper: What if you have a case where the exposure is THE AMOUNT
above the deductible limit? What would be a liability OF PREMIUM
under road maintenance? & DEDUCTIBLE
George: I anticipate a rise in premium. Doubling our

liability premium is not going to cut out that hazard.

Cowper: An insurance company lawyer shouldn®t make all
those decisions.

George: That is not correct. We are contractors. We
have the right of limiting their authority to settle.
Bradley: They will properly defend their claims.

Cowpper: My question is not answered.
George: Quickly, yes, we have taken it into consideration; CHECKS &
we have sufficient checks and balances on that. It is BALANCES

not a problem.

Buchholdt: Regarding inmates, or children in a state school,
or children or youth in confinement and they had a death
or injury, how do you take care of that?

George: If the state is legally liable, then it would

be subject to fund. In the Juneau School District, no. LEGAL
LIABILITY

Buchholdt: I am thinking of the rural schools.

George: Yes, if we are legally liable, then we would respond.

Buchholdt: Is that also — 50% was not covered in human

loss.

George: I don"t understand.

Buchholdt: IT the child is left In an institution, a ward
of the state, and the child dies -

George: Okay. If we are legally liable. I¥f the blood
parent sues us, we are legally responsible. There is a
case in Anchorage where a horse kicked a child in the head
and the blood parent is suing the foster parent, the horse
owner and the state. Our fund is to cover the state"s
liability.

Buchholdt at this point told about a constituent of hers

in Anchorage who was hit by an auto driven by an escaped

jail inmate. What was the state"s liability? George discuss-

ed the case with her, indicating the state could be liable

only for the person who escaped, not for the automobile®s

use. Buchholdt felt the state has the responsibility. EXAMPLE
George said the courts would determine the outcome of that.
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Chairman Malone recessed the meeting. He appointed a sub-
committee to reconsider the form of this bill. Naughton was
made chairman, with Cowper. Due to the length of the session
this meeting was not reformed as announced. There was no
official adjournment.

Tape: H76-6
Begin: 1668
End: 2722
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HOUSE FINANCE COMMITTEE
Friday, January 30, 1976
8:40 a.m.

All members were present except Rep. Itta. Others PRESENT
present were Alison Farnan, Fiscal Analyst of Legisla-

tive Finance; Ron Lind, Deputy Director, Dudget &

Management; and Kent Dawson, Director, Budget & Manage-

ment .

The meeting was called to order to discuss HB 661. HB 661

Rep. Buchholdt asked if community college instructors COMMUNITY
weren®"t already under a union and had collective COLLEGE
bargaining. Rep. Duncan said that some were covered, INSTRUCTORS
but others weren®"t. Chairman Malone explained that

this particular bill was for teachers not covered
under collective bargaining.

The committee discussed SB 499. Alison Farnan, Legisla- SB 499
tive Finance, said it was basically a general government

salary schedule which changes monthly salary figures to

yearly figures so that the computation of bi-monthly

payments 1is easier.

Rep. Naughton said there was no provision under HB 661
for paying legislature®s permanent employees.

Chairman Malone commented that the bill took care of

cost of living and salary increases for some employees
not covered by collective bargaining. There 1i1s a bill

in senate which would be, if adopted, enabling legisla-
tion for this kind of raise. They are also considering
including the permanent staff of the judiciary and
legislative branches. A general pay raise would
automatically raise legislature again. The senate thinks
that might defeat the purpose of the initiative if it is
on the ballot.

Chairman Malone told the committee they must make a
choi®"” to keep the bill or send it to the senate and let
them xigure out what the final figures would be.

Copies of the committee substitute for SB 499 were dis-
tributed (see file). Chairman Malone said it was con-
fusing to have the bills in different houses.

1-30-76
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Chairman Malone asked for comments from Ron Lind,
Budget & Management. Mr. Lind said SB 499 was
originally a housekeeping measure to change salary
figures to yearly figures so that they could be
divided for bi-weekly pay. The sections through
Section 16 deal with this.

Mr. Lind continued saying that under Section 16

deputy commissioners would receive an increase,

but the new language says that no deputy commissioner

can be raised to above the commissioner. Section 17

is for some of the people in the executive branch.
Section 19 discusses CPl change and would do the

same thing as the general government contract.

Section 20 is the section not funded in the appropriation
bill. It would take $890,000 to fund it. It would give
the same kind of raise to permanent employees of the
legislative branch. The $890,000 would cover legislative
and judicial. The rest of the bill explains calculating
and making retroactive portions of the payment.

Basically it would give these people the same salary
schedule as under the general government contract.

Rep. Duncan asked Mr. Lind if in order to appropriate
for SB 499 it would be necessary to increase HB 661
by $886,000. Mr. Lind confirmed this.

Chairman Malone asked how the figures had been
calculated. Mr. Lind replied that the $1.5 million
for the executive branch was calculated in the same

way as general government. Actual payroll data was
used. The University of Alaska didn"t have payroll
data, so that is based on budget figures. For the

costing on the judiciary and legislative branch the
amounts Tfor judges and legislators was subtracted
from the total payroll. Executive branch was done in
the same way.

Mr. Lind said that because of fluctuations they would OVERALL
prefer that the appropriation be an overall appropriation APPROPRIATION
so that funding could go back and forth.

Chairman Malone asked if the figure for University of
Alaska was not broken out. Mr. Lind responded that the
bill said not more than that figure.

1-30-76
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Rep. Buchholdt asked Mr. Lind if what he was 3&ying was
that he didn"t think the appropriation should be line
budgeted. Mr. Lind said that all of the calculations
were based on what happened in the first half of the
year. There 1is no way of knowing growth.

Rep. Cowper asked if it was customary for the governor
to iIntroduce an authorization bill in one house and

an appropriation bill in the other. Mr. Lind said
that originally there had been two bills and one had
been pulled out.

Rep. Buchholdt asked how many employees were covered
under this bill. Mr. Lind replied that he didn"t
have exact figures and would have to get them.

Rep. Cowper said he thought getting those figures
might be a futile exercise as long as the other
bill is in the senate. Perhaps this bill should be
put aside until something comes out of there.

Rep. Cowper said that he would like to know the
positions that would be affected.

Chairman Malone asked if Mr. Lind could supply
the committee with the information Rep. Cowper
was asking for foi the University of Alaska.
Mr. Lind said everyone would be covered with
the same increase, but he would have to find
out what the people are paid now.

Chairman Malone said that the committee could
wait Ffor enabling legislation from the senate
which ought to go through the house anyway or
they could forward the appropriation for
consideration there. It would be nice to get
the two bills together in one place at one time
to avoid slips.

Chairman Malone asked for questions. Then he said
that i1If there was no recommendation the committee
would wait for a little while. He asked Mr. Lind
for the requested information so that the committee
could make its own memorandum on what amount should
be contained iIn the appropriation.

Mr. Lind and Mr. Dawson left the meeting at 9:17.

82
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Chairman Malone said that it would be nice to have
both bills in one place so that all of the
appropriations could be included in one bill.

The committee discussed plans for presentations at
the upcoming budget meetings.

The meeting was adjourned at 9:25.
Tape # H76-7

Beg. 1846
End 2461
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HOUSE FINANCE COMMITTEE
Friday, January 30, 1976
2:10 p-m.

All members were present. Others present were Alison
Farnan, Fiscal Analyst of Legislative Finance; Jim

Edenso, Deputy Commissioner, and Pete Jeans, Commissioner,
Department of Commerce and Economic Development;

Rep. Mike Miller; and Jo LaRocca, press.

The meeting was called to order to discuss HB 571. HB 571
Chairman Malone introduced Rep. Mike Miller to
speak on the bill.

Rep. Miller said the fishing loan people had a REP. MILLER

fund of $5,000,000. The fund was down to $150,000 TESTIMONY
at the time the fiscal note was written.

Rep. Miller said that at first his inclination was

to put more money into the fund. It is one of the
better revolving funds. He said i1t bothered him
that the Veterans®™ fund was open ended. The

Commissioner of Revenue was concerned about all
funds, though admittedly he is most concerned
about Veterans. The commissioner said he didn"t
care if the limit of $5,000,000 was taken off as
long as it was after 1-1-78.

Rep. Miller said he was endorsing the committee
substitute which would put $2,000,000 into the
fund right away. This would handle the iImmediate
fiscal year.

Chairman Malone asked the committee if they had
questions for Rep. Miller.

Rep. Naughton moved that the committee pass out the
committee substitute for HB 571 asking for unanimous
consent.

Chairman Malone said that before asking for the
question he would like to hear testimony from Mr.
Edenso and Mr. Jeans. He called attention to the
fiscal note and introduced Jim Edenso, Deputy
Commissioner of the Department of Commerce and
Economic Development.
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Mr. Edenso said his department is in favor of the
bill. This is a well-managed program. It Is near
complete depletion of the reserve funds. The
committe substitute bill which provides for a
ceiling of $7,000,000 and an additional $2,000,000
for a later date will provide sufficient funds
until the ceiling concept 1iIs removed.

Mr. Edenso continued saying that in 1976 to date
46 loans have been approved of $2,234,750.

Chairman Malone asked if the limit of $100,000
on loans was a realistic one. Mr. Edenso said
it was realistic. The average size loan is
$55,000 and $65,000. There are a number of
vessels where loans have rone for the $100,000
limit.

Rep. Itta asked about eligibility requirements
for loans. Mr. Edenso replied that the recipient
must be a resident of the state, experienced in
fishing, have the necessary permit for that kind
of fishery, and be able to show the ability to
repay the loan through fishing and enhanced
employment experience. Chairman Malone directed
the committee to a brochure of the loan program
regarding eligibility (see file).

Rep. Haugen asked if more collateral than the
vessel was required. Mr. Edenso responded that
generally the vessel was enough. The loan value
of a vessel 1is 75% to 85%.

Chairman Malone asked if this program was fostering
development of a modern fishing industry. Mr.
Edenso said that in 1974 5 loans of $100,000 were
made, 27 loans altogether; 1in 1975 7 loans of
$100,000, 68 loans altogether; 1iIn FY 76 to date
there have been 4 loans of $100,000.

Rep. Haugen asked if this was a revolving loan
fund. Mr. Edenso said it was. Rep. Ilaugen asked
if the shop charged overhead against the revolving
loan fund. Mr. Edenso said they retained one-half
of 1% for administrative purposes. Rep. Miller
interrupted saying it wasn"t a tru revolving fund

because all of the interest didn"t go into the fund.

After the lid is taken off they won®"t need money

coming back in. He said there probably was some merit
to keeping a $2,000,000 limit for the next few years.

$100,000
LIMIT

ELIGIBILITY

COLLATERAL

NUMBER
OF LOANS

REVOLVING
FUND
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Mr. Haugen mentioned that boats can cost a lot of

money . Mr. Edenso said many of the vessels that
are financed are financed for the boat plus the
gear.

On the subject of collection, Mr. Edenso said

their experience had been very good. He said that

this year because the fishing season was so poor
they had to make nine extensions, but all have

paid their interest. Only one loan is in foreclosure-
that is less than 5%. Rep. Cowper asked if that was
5% of the number of loans. Mr. Edenso confirmed this.

Rep. Gruening asked if the loans that had to be
extended were the larger loans. Mr. Edenso said
they weren”"t— there had been no trouble with the
bigger loans.

Mr. Edenso said that there were 144 loans on the
record and that 105 loans have been closed.

Rep. Gruening asked if the loan limit was raised
was there a point at which it would- promote more
efficient equipment. Mr. Edenso answered that
that was a likelihood, but that they might need
more than $2,000,000 then.

Rep. Gruening asked if with more money they could

get into more diversified fishing. Mr. Jeans,
Commissioner of the Department of Commerce and
Economic Development, said that doubling the
ceiling would not help. It would take $300,000

to get into crab boats. The $100,000 is adequate

for ground fishing.

Mr. Jeans said they required a first lien on first

loans. They have gone together with the bank on

some vessels that have gone to $400,000 or $500,000.

Chairman Malone asked for more questions.

Rep. Naughton asked what was meant by "delinquent'.

Mr. Jeans said that on the six loans that were
delinquent, the longest is 70 days.

Chairman Malone called for a question. The motion
is that the committee report out the Resource committee
substitute for HB 571. He asked for discussion and

objections.

COLLECTTON

LOAN LIMIT

DELINQUENT

LOANS
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Chairman Malone asked how many "do passes' there
were. The majority recommended that the Resource
committee substitute be reported out with a

"do pass'" recommendation.

\
The committee report was circulated and the Resource
committee substitute for HB 571 was reported out
with a "do pass"™ recommendation.

The meeting was adjourned at 2:40, The committee
immediately reconvened to discuss budget matters.

Tape # H76-7
Beg. 2936
End 3301
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To: Hugh Malone, Chairman of House Finance Committee
Froin.  Ed Naughtonr'Chai rman of House Finance Subcommittee on NRMEC
Date: January 28, 1976

Subject: Report on Natural Resources Management & Environmental
Conservation

The Natural Resources Management and Environmental Conservation
Category has the largest increase of all the categories In the
Governor's Budget, and from this, one can draw the conclusion that
resource management is of a high priority in the Governor's pro-
gram. The increase for NR Management and EC is 17% over 1978
authorized (adjusted). The increase over authorized expenditures
is 30% To put this in perspective, the average increase in all
categories is 8%

There are 65 new positions (PFT) authorized 1n this category,
whereas, taken on the average the total budget sees a 37 pen

increase per category. The 65 new pens represent an increase of
19%.

The FY77 budget for ADF&G, Fisheries Rehabilitation, Enhancement
and Development Division more than doubles the amount spent last
year. There is a definite shift of emphasis toward fisheries in
this budget proposal. The Commercial Fish Limited Entry Commis-
sion has a budget %rov/th that more than doubles this year's
authorization of $932,400 to $1,934,100.

Dept NR, Division of Parks is slated for a 30% increase, and this
does not include the Talkeetna Mountains State Park proposal.

The Dept NR, Administration and Support function is also exper-
iencing a doubling in funds. Like fisheries, the land and water
resources are definitely to get increased attention.

As to the question of too much, and too little funding, | think
we shall have to look carefully to FRED to be sure they will be
capable of the proposed growth, keeping in mind the fact that we
have seen funds in significant quantities pumped into this agency
and discover years Ilater that nothing has been done. Hopefully,
the experts in the field will be allowed to make site selections
for this activity, as | feel that sites selected for political
purposes, has led to failures in those programs carried out in
the past. |If we are serious about producing more fish, 1 think
we will have to get beyond that decision, at least.

As to too little funding, it is without doubt that the Village
Safe Water Act funding meets that criteria.

One aspect of this category that needs elucidation is the status
of state land selections under the statehood act. It is impor-
tant that this Legislature have a grasp of future resource deve-
lopment and the likely direction that that development will take
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DEPT. OF HEALTH AIM) SOCIAL SKItVICES

January 20, 1976

The Honorable Chancy Croft
President of the Senate
Pouch V

State Capital

Juneau, Alaska 99811

Dear Senator Croft:

This is in response to your questions regarding the preparation of the
1977 Proposed Social Services Plan for Alaska. I hope the following

inform ation w ill be helpful to you:
Public Hearings

The State is not required to conduct public hearings on the Proposed
Plan for focial Services under Title XX; however, it is felt that this
procedure allows the people of Alaska a more direct opportunity to
participate in social services planning which affects them. By u tilizing
the public hearing procedure, the state agency is better able to explain
specific social services and to interpret the content of the plan.

Tentatively, public hearings on the 1977 Proposed Social Services Plan

w ill be held after its publication approximately March 29, 1976. At
this time, however, hearing schedules have not been established. The
Proposed Plan itself w ill contain a list of scheduled public hearings.

Needs Assessment

The Social Services needs assessment w ill be conducted prior to the

w riting of the 1977 Proposed Social Services Plan. A needs assessment
questionnaire was developed to identity social service needs in Alaska
for Plan Year 1976; however, due to the fact that the 1976 budget was
decided upon before receipt of the final federal regulations for Title

XX, the State of Alaska was obligated to adhere to the allocation of

money already written into the 1976 budget. Consequently, this needs
assessment questionnaire, inventory of services and additional planning
m aterial w ill be utilized for planning the 1977 Proposed Social Services
Plan. The needs assessment for Social Services under Title XX is
generally a one-time assessment each year. However, it is our intention

to assess needs for social services on an on-going basis throughout each
program year.

It is tentatively planned that during the 1977 plan year, the needs

assessment w ill include evaluation of work load standards for social
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services staff in order to determine the potential maximum case loads per ..
social worker. This will help us determine a reasonable level of cost

for services. Other elements of.the needs assessment during Plan Year

1977 will include an evaluation, of the Foster Care Sendees study and

the Report on Child WeifareServicesof Alaska, (we presently await

receipt of a copy of that report) performed by the Child Welfare

League of America, Inc. Further evaluations will be made iIn Foster

Care Services during Plan Year 1977 for self-assessment utilizing ''Standards
for Foster Care Services Systems'" by the American Public Welfare
Association. (The primary purpose of this study is to insure that children
are not retained in.Foster Care inappropriately for longer lengths of time
than is necessary to achieve treatment goals.) This assessment will be

done with technical assistance by American Public Welfare Association

and the Office of Child Development, HEW.

Please note that a description of the needs assessment process will be
included in the 1977 Proposed Social Services Plan Year publication.

I hope that 1 have satisfactorily answered your questions. |If I can be
of further assistance regarding Title XX or any other programs within
the Department of Health and Social Services, please do not hesitate

to contact me.

Francis S.L. Williamson
Commissioner

Comm ittee members Senate Finance Committee
Comm ittee members House Finance Committee
Committee members Senate Health, Education, and Social Servicer Committee

Commitree members House Health, Education, ind Social Services Committee



HOUSE FINANCE COMMITTEE
February 2, 1976
8:40 a.m.

Chairman Malone called the committee to order with all members
present excepting Rep. Duncan. Also present were budget analysts
Alison Farnan and Milton Barker of Legislative Affairs.

PRESENT
Rep. Naughton gave a report of the committee substitute
for HB 553 on risk management and loss prevention in state
government. The wording changed in Section 1. (b) to read: CSHB 553

"There is established a permanent revolving fund known as

the risk management fund in the Department of Administration
for the payment of iInsurance premiums, uninsured losses,
deductibles, and advance payments of insured losses.

The department shall report tothe legislaturetwice annually
all activities and balances ofthe fund."

TWICE ANNUAL

Lines #2, 3 and 4 formerly gave absolute discretion for
REPORT

use of the funds to the Department of Administration.

Rep. Cowper moved and asked unanimous consent to report

out CS HB 553. It received a "Do Pass"™ unanimously. During
the discussion, Guy asked what the amount of the fund would
be. Naughton said the fiscal note indicates ''zero" cost,

THE AMOUNT OF

but when he had asked, they skirted the issue and it could REVOLVING FUND

be a very substantial fund.Perhaps two or threemillion
dollars a year would remain inthe fund.

Rep. Cowper then pointed out the insurers®™ premiums vary

so much that they cannot make a good estimate right now
because they are still waiting to see how much the premiums
will be reduced as they pick up the deductible. (We should
watch this next year, he said.)

Chairman Malone said the of the 7.4 million dollar figure,
a portion of that will be in the fund for deductibles, some

for re-insured losses and some for advancement on uninsured DO PASS
losses. He said they estimate two million dollars a year
would be in the fund.
This portion of the meeting ended. The committee continued
on into review of the budget document, in the Department

- - CONTINUATION
of Fish and Game section. (See Log.) INTO BUDGET
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Included as a segment of the Budget Presentation of the
Department of Fish and Gane for FY77. Commissioner Jim
Brooks was asked to comment on this subject toward the

end of the afternoon meeting:

Malone: As | understand it the state has the responsibility
in the area of ganme management. How can there be conflicts
between attitudes as far as ganre management goes and how

IS it going to be resolved as far as wolf control? The
reason | amasking that question is the list in ny district,
the Advisory Board of Fish and Gane there, felt very strongly
that the state had the responsibility and they didn't
appreciate the interference on the part of the federal
bureaucracy. But what does there eventually happen?

Brooks: | see every continuing erosion of the state's

ability to manage resident wild life on federal land.

There is no question but what the state can manage wildlife
on state lands, and traditionally the states experience
management restrictions over wildlife wherever they occurred,
on federal lands or private lands, but the basis for this

iIs not explained out anywhere but is an authority that

IS not addressed in the consitution, is not managed as

one of the perogat-ives that the state has relinquished

to the federal govarnment, and so it has always been assumed
that not having given up this right to the federal government,
that the state still inherently possesses it. O the

other hand, if the federal government wishes to take action
to preempt a certain area of jurisdiction, there is apparently
little question but what the supremacy clause of the constitu-
tion does allow that and on these, (particularly on the
federal wildlife refuges the word is such that one might say
that the federal government has grounds for preempting
management jurisdiction over the life (undecipherable),

but in fact, they have not as a practise exercised it.

But whether they elect to exercise it, they have always

maede it stick and the states have never been successful

in challenging the federal government jn those situations.
However, there has usually been a tacit understanding

arong all states and federal agencies that the states

would have the right to management of resident fish and
wildlife on public domain federal lands. And that held

\om -A-



now in that same court in about 2-1/2 weeks. The problem
there is that the noney you were using was partly state
noney and partly federal aid and wildlife restoration noney
and the the argument of the public was "because there was
federal morey Involved, it federalized our activities and
since our activities were federalized, (they involved the
federal government then, its true), the action under National
Environmental Policy Act —because the action we were taking
was a joint state-federal action and it was highly controversial".
Any action that is highly controversial then is subject
to the National Environmental Policy Act. You said "no
we won't use federal money, we'll 'de-federalize it' so
it will be purely state action — ", it isn't a federal
action and you couldn't fall underneath it. However, the
laintiff said that we couldn't "de-federalize it" simply
y changing the source of funding and they have some precedent.
The most recent one was a highway, a controversial highway
In Texas, federal aid to highways. The environmentalists
didn't want the highway to go ere it was, so they got
it stopped. ANd the state of Texas said "okay, we won't
use federal money. We'll use state money’, and they went
on building the highway; and the courts said "no you can't
'de-federalize' the project; it wouldn't be in existence
if there had not been federal norney there, and so you have
to stop". ANd that case has been extended on appeal.
This i1s the sort of thing we are faced with in Unit 13 here.
We are going to argue, though, that its a state action and
we hope that that restraining order will be lifted. However,
BLM, In another area Iin a western state, has stated that
use of poison on federal lands for Kkilling a predator will require
environmental impact statement and they prepared an environmental
iImpact statement and poison is now being used for Killing coyotes
in several of the western states. On the basis of that precedent,
the director of the BLM called ne the other day and said, "Look,
we did prepare environmental impact statements for Kkilling predators
on federal lands by state people on the western states and we
are afraid, because of it, (this case is now filed in court),
that we are liable to lose it on the basis that we already have
a precedent of requiring an environmental impact statement.
So yes, all operations would have to stop until an environmental
impact statement is filed.

Director Bergman said they thought the situation was sufficiently
different in Alaska that if the federal attorney had time to
prepare arguments, they would have a better chance to resisting

an 1Impact Injunction or restraining order, and eventually they

had an agreement with the plaintiffs that they would not file

at that time if | would agree to stopping that control activity

in Unit 28. | did agree, but agreed for quite another reason:

most of the state land, most of Unit 28, where we would be conduct-
ing wolf control, is state land. We could be going ahead with

it without any problem of federal intervention. But what I

didn't like about it was the fact that here, while the environmentalists
and park lobby are trying to get more and nmore in the park category
under B2, they would be given tremendously good argument if

I went ahead and had something that was obnoxious to nmany people,
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aa controversial on state land and that would not be permitted
on federal land, and | did not want to go and kill a bunch of wolves on
state land and have these environmental lobbyiests say, "Look
how the state of Alaska is abusing its resources on its oan
land”. This is what's going to happen if we don't put more
of this land on sonme kind of federal reserve so that was the
principle reason why | agreed to a delay. 1| agreed only to

a three week delay because the report will be arguing the Unit
13 case in twenty days and we hopefully will have a reading

of Unit 13 and if we win Unit 13, its "go" everywhere as far
as I'm concerned.

We are going to launch those wolf control programs. If we lose
in "13", I'm still ready to go in Unit 20A. The operation in
20A will be more efficient at that time than it would be now
because the days are still short, conditions are not good.

I told those fellows to get out there and try to take those
wolves as quickly as they could a week or so a?o. They tried
to push it. They went out there, burned up a lot of helicopter
time, under conditions that weren't ideal, and didn't kill any
wolves. So | want to hold up now, so when we do it, we are
going to be efficient about it; and | don't think the three-
week delay up there is going to be harmful.

But as far as the question of whether the state can exercise
management jurisdiction over wildlife on federal lands being
resolved here, | wouldn't know that it will be. It is not a good
iIssue, this wolf thing is too emotional. There is so much sentiment
against that. We have received now about 4,000 pieces of mail.

We have received real bad publicity in national TV and the printed
media, and | am afraid if we "go" on that issue we might lose it,
not on merit, but on emotion. So | don't want to lose it. But

we are faced with litigation on this one and I would hope that

iIf it comes up in Washington, we will be successful in getting

a change in venue to an Alaskan court, and | think that (we'll)
properly come out without losing ground. But it's a serious matter
now. The federal agencies are more and nmore attempting to preempt
that kind of service.

The military has advised us not to kill wolves on their lands,

so we are keeping off their lands; and although they have no jurisdic-
tion to selectively regulate our activities, If we resist it, they
will simply close the area to trespass, period; and they can do

that. And so its a kind of tough one.

I would hope | can get the Attorney General and his people to realize
just how serious the matter is. BEven in the state within the admini-
stration, | am not sure that everyone appreciates what is at stake
here, and some people may have their attitude tempered by not agreeing
that wolf control 1s not the proper thing.

Malone: Well, | am not in favor of wolf control myself, but as
far as management of the game, the state if the state isn't going
to manage it, who i1s? | thought that was one of the reasons the
state was created in the first place, was to give sonme degree of
control over what happens here. Myself, I'm greatly alarmed
that you are encountering things like — "Look how the Alaskans
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are abusing their resources on state lands". Frankly, if our policy
dictated that we are to eliminate or destroy resources, that ought
to be an alternative that is available to the state because it
would be a state policy.

Brooks: Yes, but if the federal agencies feel that our wildlife

iIs of national interest and the Bureau of Land Management has a
bunch of fish and wildlife biologists, (the forest service has

fish and wildlife fish and wildlife biologists, (the forest service
has fish and wildlife biologists, the fish and wildlife service

has fish and wildlife biologists, even the military has conservation
officers), some of these federal agencies would love to put these
people to work. | amnot at all sure but what they wouldn't publish
their regulations in the federal register if they thought they
could get away with it.

Haugen: And then we are going to take on anywhere from 80 to 130
million nmore under the DC land anmendnent with the federal government —

seems to ne superfluous land — its absolutely outrageous the land
claims bill did not have (?) with the d€ anmendment. | don't see
how we got in such a pickle. v

Brooks: That's why the wolf issue right now is most unfortunate
because the park lobby is exploiting us, its no doubt, and if we did
anything on state lands that was different than the way they had

it on federal lands, they would really turn against us.

Haugen: Well, of course your oan people right in ny oann district,
on that program, we got meny deer. We got no wolves. So we are
all involved. dicr

Brooks: That's exactly what the environmentalists want to see
happen. Everywhere just let nature take its course until some

day it will strike a balance. Well, the balance is somewhere between
extremes. (On the one extreme It means no gane and no wolves.

In 40 or 50 years it may nean we'll have them both back. But fluctuations
are so extreme and they won't work the way they did under natural
conditions. Now man has intervened. M is an element in the
system now. He is harvesting the prey and he has a right to, has

a need to. So the idea these people are promoting is you should

let the predator and prey strike their oan balance simply is not
realistic. We have already intervened in that system and we have

to continue.

Haugen: The people up there that live (on the land), depend on
it for their sustenance. They are the ones that really are going
to get hurt. A then if I3q/ou have the pressure from these big
wheels and organizations that are going to be nothing.

Brooks: If we lose these two, it's only one case that hasn't filed
mow and if that injunction isn't closed in federal court, its a
bad omen, and 1 don't know where it will stop.

Gruening: | think it is a significant thing, the department knew
that this —



Brooks: The question is: were we going to manage in wildlife
properly or were we going to sit back and say "no, let's not rock
the boat". Maybe the environmentalists in Washington will.

Gruening: Wy didn't the department use that philosophy when it
care to the argument as to whether it would be state management

of fisheries or federal management of fisheries? The state said
"Let'8 not rock the boat and hope the feds will give us some- —

There is an inconsistency here. Shooting those wolves right now
iIs just playing into federal hands.

Brooks: That's right. That's right. But the Board of Gare directed
that it be done and if | had been on the Board of Game, | couldn't
tell you right now how I would have voted. It would have been

a tough one. But it is an expression of the people of the state,

as expressed by their representatives, and the board members knew —
petitions were around —when they directed the Department of Fish

& Gare to carry out this program.

Haugen: How about the days when the Fish & Gane people had a predat-
or program right here in Southeast on wolves? They were poisoning
them and everything else.

Brooks: More than that, the Department of Interior has conducted
aerial wolf control in Alaska in 1969, 70, 71, 72 and 75 with the

1.S. (BIA).

Hall,lgen: And all Southeast prior to statehood, they were poisoning
wolves.

Brooks: Course, we have only had NEPA National Environmental
Policy Act, since '69.

Malone: My concern is who is going to have the responsibility; and
who is going to have theauthority? | hope it ends up that it

iIs the state that has itbecause otherwise all our policies will be
dictated from Washington, and I don't think that is the best

way to !’ltJn things. | appreciate your briefing us on where things
are on it.

Naughton asks a question (undecipherable on tape).

Brooks: They will be sold at public auction.

Naughton: Mr. Chairman, to indicate that the Department of Gare—
what | think that their judgement inthe thing is on control —

I'd like to tell the Dept, of Gare that they are going to get out
of nme all they are going to get in this session. That's at |
think of our wolf control.

M alone: Any further comments?
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HOUSE FINANCE COMMITTEE
February 4, 1976
9:15 a.m.

Chairman Malone called the meeting to order. AIll were present
except Representatives Naughton and Guy. Legislative analyst
Milt Barker was present.

The subject before the committee was HB 593 and 594, which
needed a second review after new information had come in
from the Dept, of Health and Social Services. HB 594 was

an appropriation to public health for immunizations for

the diptheria scare; HB593 was for inter-agency receipts

for $150,000 and unpaid bills. Regarding 593, the committee
soon noted that they still needed some specific information.

Rep. Duncan brought up supplementals the department yet

plans to submit: three were mentioned, the $50,000 for Health
and Social Service immunization, which they had; mental
health contract-institutions, whi'sh they thought was

in, (SB 24 Community Health Services); and the Harbor Memorial
Hospital contract. Milt Barker iiald they were submitted

to the Governor but the Governor is still thinking about

1t.

Chairman Malone referred to a letter or note on interagency
requests. A workshop style meeting continued with the follow-
ing items brought up for question and discussion:

Interagency receipts: which BRUJ does it fall under?

Does it fall under Community Development? (The
$50,000)

Does it fall under Division of Public Health?

Which BRUwas it. Family Health? Communicable
Disease?

It was under "Community Health" but normally would
be "Communicable Disease Control".

The question of program receipts still has information
lacking on which to base a decision.

ReB. Buchholdt made a suggestion they work up a committee
substitute, expressing legislative intent because there

was a question whether estimates were correct or how nmuch

they were going to need and how nuch the lapses were. |If
correct, the department could transfer funds, and that transfer
might come from programs, not all of which were desirable

to be used for funding transfer.

Malone pointed out the surplus, a large one, which they
say will be, nor will they be spending all those funds.
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The committee, therefore, would have to change its mind
or the department would not transfer — which is. the way
legislative intent means it to be.

Rep. Buchholdt expressed opinion that the supplemental was
one which could be avoided and the committee would lose

a good hold on legislative intent if this wes not looked
into.

Rep. Duncan brought up they needed a breakdown considering
the large surplus. He felt that if transferring out of
other funds were to occur, he would not want it to affect
assistance funds. A $47,000 surplus was the figure he worked
with when he took the whole program and the two deficits
which he did not think could be transferred out, and it

added up to almost even figures. It was suggested by the
chairman they could send them a letter that said it looked
like they were in good shape. Duncan reiterated they should
leave assistance programs and also Medicaid alone.

What portion of the whole thing was out of general funds,
Malone asked and Duncan did not answer this directlg, but
d(ijscussed other funds which he didn't think should be transferr-
ed.

Unable at this point to nove the bill, a sub-committee was
appointed to bring back a recommendation by Friday, and

if none was forthcoming the bills would remain in the file.
Itta and Duncan were selected to find out nore particulars
about the funding, particulrly if the general fund noney

that could lapse, but which a portion could be used. It

was hard to believe it would bring them down to the wire

on the budget, said Malone. Orne example which Duncan isolated
was the funding for alcoholism; it was a $796,000 attachment
to 593 and 594.

During time for committee objections, Rep. Haugen brought
up the way the department handles oned monies. He said

the hospital in Petersburg told him they had $10,000 coming,
and there was much waiting, as a regular thing. To this
Malone added they gave noney last year for unpaid bills.
They used it to pay other accounts in '75 and the legislature
still sees those unpaid bills which someone scrambled up
the payment for; now they cannot pay '75 out of '76 money.
"It 1sn't they haven't sufficient authority, but they claim
they can't pay '75 out of '76." Gruening asked if he was
referring to the $9,000 unpaid bill.

Chairman Malone said they should put a line in the bill
stating that any authorized bills from '75 be taken cut
of '76 appropriation and let them find the money.

Gruening commented they don't want to take it out of (R
medical and Malone thought that $9,000 out of (R medical
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wouldn't amount to much. Rep. Haugen gave a side comment
that as far as GR medical was concerned, the cheechawkers
core up here and live off the taxpayers' money.

Gruening continued he would rather see them take it out
of administration.

Rep. Haugen said, "They say we never appropriate them the
right amount of noney because they don't know how much noney
they are going to have,” (coming to them Trom the federal
government). And he continued with an illustration.

The chairman said in 1975 fiscal payments were used for
administrative purposes and they should put in a line saying
they cannot transfer out any mbney, which would be the only
way tlo meke certain those funds will lapse if there is a
surplus.

The meeting was adjourned at 10:00 am

Tape: H7611
Begin: 2364
End: 2635
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HOUSE FINANCE COMMITTEE
Thursday, February 5, 1976
8:45 a.m.

All members were present except Rep. Cowper and Rep. PRESENT
Gruening. Others present were Bob Gates, Director,

Retirement and Benefits, Dept, of Administration;

and Rep. Red Swanson.

The meeting was called to order to consider HB 36, HB 36, HB 198,
HB 198, and SB 222. SB 222

Chairman Malone introduced Rep. Swanson to speak

on HB 36.

Rep. Swanson said the bill now deals only with those ROAD COMMISSION,
people who are in Alaska who work for the Road BUREAU OF PUBLIC
Commission and the Bureau of Public Roads. Many of ROADS

them are now employed by the Dept, of Highways.
They are scattered all over the entire state. He
said he had received quite a bit of correspondence
from these people. Some of them have been here 35
years. If the state is going to take care of its
old timers, these people should be included.

When asked about the number of people involved, 108 PEOPLE
Rep. Swanson said there were 108. Last year-"s

fiscal note shows a figure of $200,000. For the

next six years it would be up to $260,000. He

asked the committee to look favorably on this bill.

Chairman Malone asked for questions. Rep. Haugen
asked if those outside the state were excluded.
Rep. Swanson said they weren"t.

Rep. Swanson said that figures had been obtained DEPT. OF
through the Dept, of Highways— 81 Bureau of Public HIGHWAYS
Roads and 27 Alaska Road Commission. Rep. Swanson FIGURES

said he had petitions signed by most of these people.
They were from Auke Bay, Juneau, Palmer, Wasilla, and
Anchorage— all over the state.

Rep. Haugen said he had received letters from these
people too. Some had written two or three times.

Rep. Duncan asked if there was a difference between
HB 36 and SB 222. HB 36 seemed more inclusive.
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Chairman Malone said that State Affairs had amended
HB 36 so that they are basically identical. He
asked Bob Gates, Director of Retirement Services, to
explain how the bill would work and the basis of the
fiscal note.

Mr. Gates explained that the revised fiscal note was

necessary through the passage of SB 404. Normal retire-

ment age was reduced from 60 to 55. This impacted on

the bill. The fiscal note is .31% of pay. That assumes
that language would be put into the bill restricting this

to those who were currently employed on the effective
date of the act and those who are retired. The data
available now is only on the active group of people.

Some past employees may be prompted to come back to work

and claim service. It is assumed that there are some
people working for the state but in other agencies and
some retired people who would be eligible for payment
under this bill.

Mr. Gates told the committee that President had signed
a bill whereby some groups of people getting state
retirement would not be eligible for federal monies.
At one point last year there was talk of putting words
in our bill to the effect that if a person received
federal retirement he would not be eligible to receive
state monies for the same period of service. The feds
are checking to see iIf a state 1is paying them benefits
and then cutting them off.

Mr. Gates continued saying that any pension paid for

military service was an offset now. In HB 198 there

iIs a specific reference that there will be no payment
for services that will be paid by the feds. We will

only pay for service that isn"t recognized by them.

Rep. Duncan asked if this language could be put into
HB 36. Mr. Gates said i1t was a possibility.

Rep. Miller joined the meeting at 9:10.

Chairman Malone asked Rep. Swanson how many people
would be covered. Rep. Swanson said there were 108.
Mr. Gates said there was a problem with determining
number of people covered because there is a group
who previously worked who haven®t been identified
by Highway.

FISCAL NOTE

STATE VS.

FEDERAL
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Rep. Buchholdt asked if there was an actuarial figure

on this. Mr. Gates responded that the .31% pay Iis
an actuarial figure.

Rep. Miller asked if it wouldn"t be safe to assume that

the number was very small. He thought there would
be 25-30 people at the most outside of the people
in Highways now or retirees.

Mr. Gates commented that if the law did not spell
it out he was afraid that people with 10 years of
service might be prompted to come back for a while
to pick up the benefits. Rep. Haugen wanted to be
sure he was talking about those employees who had
gone from the federal government to the state.
Those who remained with the federal government
wouldn®t qualify for this. Mr. Gates said that a

federal employee could quit, come back for three years,

and claim all of their service prior to the time it
was BPR.

Rep. Haugen asked how many years a person had to
work to get vested. Mr. Gates said they would only
have to work three years.

Chairman Malone suggested that the committee discuss

IIB 198 sponsored by Miller and Duncan to credit for
military service for retirement benefits for state
employees. There is a fiscal note on that one that
would probably be changed as a result of changes in
retirement in the last session.

Chairman Malone asked Rep. Miller to speak on the
bill, since he was the prime sponsor.

Rep. Miller said that when he and Mr. Duncan had
put together the committee substitute last year
they had incorporated everything that would meet

their requirements; however, some old time employees

getting ready to retire had contacted him. The
way the committee substitute is put together,
they would have to buy in at the current salary.

It would not be worthwhile to buy in because it would

cost them as much as they would get. Rep. Miller
was not suggesting that the state go back to their
lowest salary but perhaps the state salary should

be averaged. He asked Mr. Gates to comment on this.

121
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Mr. Gates said that originally, in discussing the thrust
of this bill with the sponsors, they arrived at the bill
In its present formwhich requires that service be
bought in at the current level of earnings or the level
of earnings at the time a person first vests. There is
an argument that it is not fair for the person retiring
to pay the highest level. But, that person doesn't

lose the funds except momentarily. The person who vests
early pays for more years. It would be extremely
difficult to arrive at an average salary figure. BEven
to find the three highest paid years is difficult. W
are dealing with multiple employees, some of whom have
no payroll records beyond five years. Mr. Gates said
that after giving it nuch thought he had decided that

the way the bill was written was the best administratively

and the most equitable way of going.

There was a discussion of retirement age and employment
after retirement.

Mr. Gates said it would be necessary to update all of
the years listed in the bill.

Rep. Duncan said he could understand the problems of
averaging salaries, but he wondered if the three
highest years could be used. Mr. Gates replied that
there was no way of knowing that until a person quits,

Rep. Haugen asked if retirement was a negotiable part
of Public Employees Relations Act. Mr. Gates said

it would be difficult to negotiate this benefit and
still have a uniform retirement system. Typically

it has been left to legislature to make a decision.
Rep. Miller interrupted saying it would be bad to get
In a situation where one group had one retirement and
another had another retirement.

Mr. Gates said there would be a new fiscal note on
this bill. The percentage will be close to the same
but there will be a much larger payroll figure.

Chairman Malone appointed himself and Rep. Duncan as a
subcommittee to bring a recommendation to the committee
in about a week

The meeting was adjourned at 10 a.m.

Tape 1l 76-12
Deg. 2369
End 3321
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