ALASKA STATE LEQ SLATURE
JAO NT COW TTEE
LEG SLATI VE BUDGET AND AUDI T
Cct ober 23, 2001
1: 10 P. M

VEMBERS PRESENT

Senat or Gene Therriault, Chair

Senat or Lyman Hof f man

Senat or Randy Phillips

Senator Jerry Ward (tel econferenced)

Senator Gary W1 ken (tel econferenced) (alternate)

Representative Hugh Fate, Vice Chair (tel econferenced)
Representati ve John Davies (tel econferenced) (alternate)
Represent ati ve Ken Lancaster

VEMBERS ABSENT

Senat or Dave Donl ey

Representative John Harris

Represent ati ve Reggi e Joul e

Represent ati ve El don Ml der
Representative Bill WIllianms (alternate)

COWM TTEE CALENDAR

APPROVAL OF COW TTEE M NUTES
Sept enber 7, 2001

REVI SED PROGRAM RECEI PTS (RPL’ s)
01- 02- 8037
05-02- 0625
08-02- 0128CAP
09- 02- 0022
10-02-4021
11-02-0428
12-02-0075
12-02- 0100CAP
25-02-6470
45- 02- 0007CAP

EXECUTI VE SESSI ON

AUDI T REPORTS

OTHER COW TTEE BUSI NESS
Division of Famly & Youth Services
School District Waivers
University Capital Appropriation

W TNESS REG STER

JO NT BUD COW TTEE 1 Cct ober 23, 2001



HEATHER BRAKES, Legislative Assistant to
Senat or CGene Therri aul t

Al aska State Legislature

Capi tol Building, Room 121

Juneau, Al aska 99801-1182

Tel ephone: (907) 465-6590

DAVI D TEAL, Director

Legi sl ative Finance Division

Al aska State Legislature

P. O Box 113200

Juneau, Al aska 99811-3200

Tel ephone: (907) 465-3795

POSI TI ON STATEMENT: Addressed the RPL’ s

PAT DAVI DSON, Director

Legi sl ative Audit Division

Al aska State Legislature

P. 0. Box 113300

Juneau, Al aska 99811-3300

Tel ephone: (907) 465-3830

POSI TI ON STATEMENT: I ntroduced the audit reports

KAREN REHFLED, Director

(Testified via Tel econference)

Depart ment of Education & Early Devel opnent
Educati on Support Services

801 West 10'" Street #200

Juneau, Al aska 99801-1894

Tel ephone: (907) 465-8650

POSI TI ON STATEMENT: Spoke to RPL 05-2-0625

DR. ARDY SM TH M LLER

(Testified via Tel econference)

Depart ment of Education & Early Devel opnent
Teachi ng and Learning Support Services

801 West 10'" Street #200

Juneau, Al aska 99801-1894

Tel ephone: (907) 465-2971

POSI TI ON STATEMENT: Spoke to RPL 05-2-0625

JAMES MCM LLAN, Deputy Director-Credit
Al aska Energy Authority (AEA) &
Al aska I ndustrial Devel opnment Export Authority (Al DEA)
813 West Northern Lights Boul evard
Anchor age, Al aska 99503
Tel ephone: (907) 269-3000
POSI TI ON STATEMENT:  Spoke to RPL 08-02-0128

NI CO BUS, Admi nistrative Services Manager
(Testified via Tel econference)

Department of Mlitary & Veterans Affairs &
Departnent of Natural Resources
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400 W I oughby Avenue, Suite #500

Juneau, Al aska 99801-1724

Tel ephone: (907) 465-2406

POSI TI ON STATEMENT: Spoke to RPL 09-02-0022

GARY BROWN

Department of Mlitary & Veterans Affairs

Di vi si on of Enmergency Services

P. 0. Box 5750

Fort Richardson, Al aska 99505

Tel ephone: (907) 428-7036

POSI TI ON STATEMENT:  Spoke to RPL 09-02-0022

NANCY SLAGLE, Director

(Testified via Tel econference)

Departnent of Transportation and Public Facilities
D vision of Adm nistrative Services

3132 Channel Drive

Juneau, Al aska 99801-7898

Tel ephone: (907) 465-3911

POSI TI ON STATEMENT:  Spoke to RPL 09-02-0022

JOAN BROWN, Chief Budget Anal yst

(Testified via Tel econference)

O fice of Managenent and Budget

O fice of the Governor

Court Pl aza Buil ding

240 Main Street #802

Juneau, Al aska 99801

Tel ephone: (907) 465-4681

POSI TI ON STATEMENT: Spoke to RPL 09-02-0022

ROBERT VELLS, Director

Departnent of Natural Resources

Di vision of Agriculture

1800 d enn Hi ghway, Ste. #12

Pal mer, Al aska 99645-6736

Tel ephone: (907) 761- 3866

POSI TI ON STATEMENT: Spoke to RPL 10-02-4021

KEVI N BROOKS, Director

(Testified via Tel econference)

Departnent of Fish & Gane

Di vision of Admi nistrative Services

P. 0. Box 25526

1255 West 8'" Street

Juneau, Al aska 99811-5526

Tel ephone: (907) 465-5999

PCOSI TI ON STATEMENT: Spoke to RPL 11-02-0428

WAYNE RECGELI N, Director
(Testified via Tel econference)
Departnent of Fish & Gane
Division of WIldlife Conservation

JO NT BUD COW TTEE 3 Cct ober 23, 2001



P. O. Box 25526

1255 West 8'" Street

Juneau, Al aska 99811-5526

Tel ephone: (907) 465-4190

PCOSI TI ON STATEMENT: Spoke to RPL 11-02-0428

JOEL HARD, COL., Director

Department of Public Safety

Division of Fish & Wldlife Protection

5700 East Tudor Road

Anchor age, Al aska 99507-1225

Tel ephone: ((907) 269-5509

POSI TI ON STATEMENT: Spoke to RPL 12-02-0075 & 12-02-0100

ACTI ON NARRATI VE

TAPE LBA 01-10, SIDE A

CHAIR GENE THERRIAULT called the Joint Conmttee on
Legi sl ati ve Budget and Audit neeting to order at 1:10 P. M
on Cctober 23, 2001. Menbers present at the call to order

were Senators Therriault, Phillips and Hoffman and
Representati ve Lancaster. Menber s pr esent on
tel econferenced |line were Senators Ward and WIken and

Represent ati ves Fate and Davi es.

APPROVAL OF THE M NUTES

CHAI R THERRI AULT announced that the first order of business
woul d be the approval of the mnutes from the Septenber 7,
2001 Legi sl ative Budget and Audit Committee neeting.

SENATOR RANDY PHILLIPS MOVED approval of the mnutes and
asked for unani nous consent. There being NO OBJECTION, the
m nutes were approved and adopt ed.

REVI SED PROCGRAM RECEI PTS (RPL’ s)

RPL Nunber : 01-2-8037

O fice of the Governor
Coastal | npact Assistance Program

W THDRAVWWN

RPL Number: 05-02- 0625

Depart ment of Education & Early Devel opnment
Readi ng Excel | ence Act G ant

$3.617 Federal CFDA 84. 338A Operating
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SENATOR PHILLIPS MOVED to ADOPT RPL #05-02-0625 for the
pur pose of discussion.

KAREN  REHFELD, Director, Education  Support Servi ces,
Department of Education & Early Devel opnent, (Testified via
Tel econference), explained that the Departnent has received
a new, federal grant award from the U S. Departnent of
Educati on under the Reading Excellence Act (REA). Near |y
all of the funds would be granted to Al aska schools that
need to inprove the reading |evel of their students. G ant
activities include the issuance of grant awards to school s
to inprove reading levels of students, pr of essi ona
devel opment for teachers, admnistrators and parents, the
establishnment of famly literacy prograns and an eval uati on.

Ms. Rehfeld continued that the Departnent had not
anticipated receiving the federal funds when the FYO2 budget
was prepared. She noted that there was not sufficient
aut hori zation in the current budget for the funds.

Ms. Rehfeld pointed out that Alaska was one of thirteen
states to receive the REA grant. The funding would be used
for eligible schools to inprove the reading level of their
students. The nunber and percentage of children living in
poverty would determne eligibility for the funds. The
federal governnment has identified thirty-nine schools in
el even districts as being eligible. She noted that a copy
of the eligible schools was included in each nenber’s
packet. [Copy on File].

The grant contains funding for two new positions. The
positions would last for the duration of the grant. The
majority of the funds would be used for grants to the school
districts and would be available through FY 2004. At that
time, the State could expect to receive an additional $5.1
mllion dollars for the program She added that the
Departnent was requesting increased federal authorization in
the FYO3 budget to allow for recei pt and expenditure of the
f unds.

In response to Senator Phillip's concerns, M. Rehfeld
pointed out that the grant includes funding for two
positions. Those positions would only be funded for the

duration of the grant.

SENATOR PHILLIPS asked the total nunber of positions
currently existing in the Departnent of Education & Early
Devel opnent .

KAREN REHFELD replied that there are three hundred sixty-
five total enployees within the Departnent. This particular
conponent of the budget has a total of twenty-seven
positions and that all the positions are |located in Juneau.
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SENATOR W LKEN questioned why the Departnent would need a
new initiative called Read Al aska. He suggested that the
noney shoul d be given to the school districts to be used for
their current readi ng prograns.

DR ARDY SM TH- M LLER, Teaching and Learning Support
Services, Departnment of Education & Early Devel opnent,
(Testified via Teleconference), commented that the grant
requires that the Departnent have a full-tine position to
admnister this grant. |In order to neet the requirenents, a
full time reading coordinator position was included.

SENATOR W LKEN referenced Page 2 of the handout and asked if
the $160 thousand dollars was being renmoved from the grant
for adm ni strating costs.

KAREN REHFELD expl ai ned that there was sone fundi ng included
in the contractual |line that would also be used for direct
program activities.

SENATOR W LKEN asked what the “new person would bring to
the reading prograns that do not currently exist in the
St at e.

DR. MLLER responded that of the two positions, only one
woul d be a professional |evel position. That person would
be tasked wth charting reading activities of the
participating schools throughout the State. The position
would involve working with the local admnistrators and
teachers in order to guarantee that they develop and
i npl ement a reading plan that is bal anced and conprehensi ve.
Dr. MIler enphasized that those are the requirenents of the
grant.

SENATOR W LKEN inquired if any of the funding would be used
for English as a second | anguage (ESL).

DR. MLLER replied that the noney would be used to assist
students that are bilingual or ESL with devel opi ng readi ng
skills in English.

SENATOR PHILLIPS reiterated why the noney could not be
distributed to the | ocal school districts.

CHAI R THERRI AULT asked if there was a criterion used t
identify the eleven school districts, which the funds woul
be distributed to.

0
d

DR. M LLER responded that there are very specific
requirenents. She added that that the federal governnent
requires that the State conduct a couple of activities that
would require noney used at the admnistrative |evel.
Approxi mately two percent of the grant is to be set aside
for a statew de program eval uati on. The Departnent woul d
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contract with an outside agency as required by the grant for

t hat eval uati on. She added that there is a considerable
anount of oversight required by the grant and that the
Department does not have the tinme to provide that work. In

previous applications for the grant, one reason that the
State did not receive the funding was because adequate
personnel oversight was not available to admnister it.

SENATOR PHI LLI PS questi oned why the positions could not just
be funded and then divide the funding anong all school
districts.

DR. M LLER enphasized that there are clear guidelines and
criteria from the federal agency determ ning how schools
could be eligible. That criteria was focused on the
districts and schools wthin districts that have the hi ghest
nunber of children identified under the Title 1 regul ations
as being from lowincone famlies. She stressed that
criteria has been established. The only schools eligible
were any identified under Title 1 as schools in need of
i nprovenent through their program criteria. She advi sed
that she had checked with the federal office to determne if
there was any leeway in that criteria and she was told that
there was none. Dr. MIller reiterated that it is not an
option to divide the funding anong the districts in an
equi t abl e basi s.

SENATOR PHI LLI PS commented that everything is inconme driven.

DR. M LLER disagreed. She stated that the criteria include

identification of schools in greatest need. That
information is based on the student’s performance on the
st andar di zed exam nati ons. There is a piece of academc

need as well as econom ¢ need.

CHAI R THERRI AULT asked if that could determ ne the total
anount of noney avail abl e.

DR. M LLER advised that criteria was used to determ ne which
schools were eligible to receive assistance under this
grant.

VI CE-CHAIR FATE inquired if any of the funds woul d be going
to non-profit or profit entities in rural Al aska.

DR. MLLER reiterated that the funds could only be granted
to school districts. Those districts will then develop a
readi ng i nprovenent plan and are encouraged to involve | ocal
non-profit entities and other governnental agencies. There
is one conponent to the grant, the tutorial assistance
conponent, in which the districts can use those funds to
contract with private tutorial agencies in order to provide
addi tional assistance to students that need tutoring outside
t he school day. That piece of the grant, which is 15% of
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the total, is set aside specifically for contracting wth
agenci es outside the district.

VI CE- CHAI R FATE asked if an outcone could be determ ned at
the end of the project.

DR. MLLER commented that the grant has a clear requirenent

of program effectiveness and student achievenent. That is
why the grant contains the provision that approximately 2%
of the total funds are to be used for program eval uation.

The program effectiveness wll be evaluated based on
i ncreased st udent achi evenent as measur ed on t he
st andar di zed exam nations, benchmark exam nations over tine
and the State’'s standardi zed exam

REPRESENTATI VE DAVI ES asked why some of the schools in
Fai rbanks did not make the list. He clained that there are
a significant nunber of students below the Title 1 poverty
|l evel in that area. He asked if there had been a district-
wide filter applied.

DR. M LLER explained that the criteria used to determ ne
eligibility was first applied to the individual districts.
Using the criteria of having the highest, absolute nunber of
children living in poverty, the Anchorage and Mat-Su school
districts both had a higher nunber wunder the Title 1
definition than did Fairbanks. She recounted that the
Fai rbanks district had not been included in the initial
selection filter.

REPRESENTATI VE DAVI ES voiced his concern with the decision
and the way in which the filter was applied. He reconmmended
that the deci sion be re-exam ned.

DR. MLLER commented that she would |ook at the criteria
agai n. She did not anticipate that this particular grant
would be able to be used to assist the Fairbanks School
District, however, noted that she would work closely wth
that district to identify grants from other areas to assi st
t hose students referenced by Representative Davies.

CHAI R THERRI AULT inquired if the Departnent had the |atitude
to investigate the filtering process.

DR MLLER replied that the criteria are clearly directed
from the federal |evel. The only latitude would be to go
back to take a check of the poverty data for the popul ation
districts. She did not anticipate there would be a change.

CHAI R THERRI AULT pointed out that the Departnent had the

previ ous authorization, which covered initial costs. He
noted that this request was for additional authorization.
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KAREN REHFELD interjected that the Departnent had not yet
received the second portion of the grant. She noted that it
was a timng i ssue and would be included in the FYO3 budget.

SENATOR W LKEN recommended that criteria be revisited. He
requested that information referenced in the grant be
hi ghl i ghted and submtted to his office.

SENATOR HOFFMAN poi nted out that Hanpton School District was
the “poorest” in the State and that only one school in that
di strict had been incl uded. He questi oned why.

DR. MLLER offered to double-check that information. She
reiterated that the criteria used from the federal office
were very clear. Part of the results stem from the fact
that the very small schools do not qualify wunder a
particular portion of the grant because of their size.
However, the selection of schools with the highest and
second highest percentage of children living in poverty
woul d be that piece designed to pick up those small schools
wi th high nunbers of |ow income children. She pointed out
that six of the Lower Kuskokwi m schools would be eligible.

SENATOR PHILLIPS asked if the mlitary installations had
been included in the process.

DR. M LLER explained that Metlakatla by their nature as
designated as a comunity would be eligible for the tutorial
assi stance portion of the grant. They would not be only
eligible for the regular reading inprovenent grants. She
added that there was no provision included in the grant for
consideration of any entity other than |ocal education
agents, which is by definition a school district. Once
those were identified, there was no provision for
consi deration of anything other than a |ocal school.

SENATOR PHILLIPS interjected that Fort R ch has three
schools on that mlitary base.

DR. M LLER noted that those schools had been considered.
They were considered in the sane manner as all other schools
in the State.

CHAI R THERRI AULT rem nded nenbers that there was a MOTI ON on
the table to approve RPL 05-02-0625.

SENATOR PHI LLI PS OBJECTED.

Aroll call vote was taken on the notion.

I N FAVOR: Senat ors Hof frman, Ward, W1 ken, Therriault
Represent ati ves Lancaster, Davies, Fate
OPPCSED: Senator Phillips
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Senat or Donl ey and Representatives Harris, Joule, Ml der and
WIllians were not present for the vote.

The MOTI ON PASSED (7-1).

RPL Number : 08-02-0128

Departnent of Community & Econom c Devel opnent
Al aska Energy Authority
Bul k Fuel Revolving Loan Fund

$5, 000, 000 Federal Receipts Capital

SENATOR PHILLIPS MOWED to ADOPT RPL #08-02-0128 for
di scussi on purposes.

JAMES MM LLAN, Deputy Director-Credit, Al aska Energy
Authority (AEA) & Alaska Industrial Devel opnent Export
Aut hority (AIDEA), Departnent of Comunity & Economc
Devel opnent, Anchorage, comented that the RPL would
aut horize receipt of a $5 million dollar grant to the Al aska
Energy Authority (AEA) to support the existing Bulk Fuel

Revolving Loan Fund (BFRLF). The BFRLF provides |ow
interest loans to rural communities to purchase severa
nonths worth of bulk fuel supplies. Proceeds from the

retail sales provide the borrowers with the resources to
repay the | oan.

The existing revolving |loan fund, over the past few years,
has been insufficient to neet all the needs of the
comunities in supplying their annual fuel. The $5 million
dollars will allow AEA to attenpt to neet those needs.

CHAI R THERRI AULT asked about the fund bal ance that currently
exi sts.

JAMES MM LLAN responded that the account has never been
over dr awn. When the account is low, there is an effort to
mai ntain a “cushion” for energency needs. Because of the
recent demand, AEA has not been able to do that. Oten the
comunity’s requests are cut in half in order that the fund
is not depleted. The State has not yet received the draft
agreenent. Once the noney is received and placed into that
fund, as the loans are paid back, both the principle and
i nt erest woul d st ay in t hat fund as per manent
capitalization.

SENATOR PHILLIPS reiterated the MOTION to MOVE RPL 08-02-
0128. There being NO OBJECTION, the notion passed.

RPL Number: 09- 02- 0022
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Department of Mlitary & Veterans Affairs
Anti-TerrorismActivities

$1. 842 Federal Operating

Nl CO BUS, Admnistrative Services Mnager, Departnent of
Mlitary & Veterans Affairs, Juneau, (Testified via
Tel econference), explained that the request was for $1.842
mllion dollars of federal authorization to be nmade
avail able for potential federal grants associated with anti-
terrorism activities. He noted that $642 thousand dollars
of the authorization would be specific to a Departnment of
Justice grant; the renmaining $1.2 nmillion dollars would be a
“bridge” for funds expected to be received fromthe federal
gover nnment . Those funds would be disbursed quickly when
they arrive.

M. Bus noted that the $642 thousand dollars portion would
provide for the State’'s ability to grant communities the
pur chasi ng power to buy individual protective equipnent for
the first responders to a terrorist event. He added that
the $1.2 million dollars would support a variety of anti-
terrorismassoci ated activities.

M. Bus noted that Gary Brown was present to discuss the
US. Departnent of Justice’'s grant if the Conmttee had
questi ons.

VI CE- CHAI R FATE asked if there was a list of priorities for
t he equi pnent uses.

GARY BROWN, Division of Enmergency Services, Departnent of
Mlitary & Veterans Affairs, Ft. Richardson, advised that
there is a “list in the making” at this tine. From the
initial $406 thousand dollars, $85 thousand of those dollars
were determned to develop an assessnent of the Al askan
communities and the first responder’s capabilities and
needs. That assessment nust be conpl eted by December 15'.

CHAI R THERRI AULT voiced concern that the personnel service
costs were not yet determ ned. He asked what the State was
obligated to pay for to address the potential matched costs
and if the Departnent anticipated receiving any of the funds
W thin the next nonth or two.

NI CO BUS acknowl edged that the $1.2 nmillion dollars was an
unspeci fied anmount. The understanding is that the noney
would be available and distributed based on federa
criteria. Those funds woul d be rei nbursed between now and
Decenber for the out of pocket expenses. He assuned that
the Departnent would be able to provide a nore detailed plan
at the Decenber neeting.
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CHAI R THERRI AULT recommended that there needs to be a list
of the agencies, the anount that they spend and why that
anpunt was spent. He inquired if those costs were being
tracked at this tine.

SENATOR WARD asked if a list existed of the nobney spent
since Septenber 11, 2001.

NI CO BUS responded that the Departnment had received requests
from the various agenci es i ncl udi ng Depart nent of
Transportation & Public Facilities and the airport work.

TAPE LBA 01-10, SIDE B

NICO BUS continued that the anmount had included many
agencies and |l ocal police departnents. He enphasi zed that
this was a prelimnary request.

NANCY SLAGLE, Director, Division of Adm nistrative Services,
Department of Transportation and Public Facilities, Juneau,
(Testified via Tel econference), advised that the Departnent
was tracking the expenditures and funds specifically rel ated
to the increased security needs in the rural airports and
the marine highway termnals. Security has been increased.
By the next LBA neeting in Decenber, the Departnment should
have nunbers avail able. There are nineteen airports
currently under federal requirenents and that includes two
international airports.

CHAI R THERRI AULT asked if waiting for the accounting would
be a problem

NANCY SLAGLE expl ained that Departnent of Transportation &
Public Facilities is currently using their existing budget
to pay for these expenses. She pointed out that the
Departnent is comng toward the snow season, which could
pl ace additional pressure on the budget.

SENATOR WARD asked how rmuch the |l ocal conmunities have spent
since Septenmber 11" in regard to how nuch they had
request ed.

NANCY SLAGLE did not know that figure. She reiterated that
t he Departnent has been tracking these anmounts and w || have
themitem zed soon

SENATOR WARD asked if the amobunt requested had been incl uded
in the $14 nillion dollars requested by the Governor for
terrorist activities in the State.

JOAN BROWN, Chief Budget Analyst, Ofice of Mnagenent and
Budget , Ofice of t he Gover nor, (Testified Vi a
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Tel econference), noted that she was not aware of a $14
mllion dollar request fromthe Ofice of the Governor. She
added that the Disaster Policy Council was neeting on a
regular basis and charged wth evaluating necessary
activities in order to secure the State.

SENATOR WARD asked who was evaluating all that was currently
being done in the State regarding this issue.

JOAN BROWN understood that the Disaster Policy Council was
responsi ble for that work.

SENATOR WARD asked the anmpunt authorized and who was
aut hori zed to spend that noney.

JOAN BROWN did not know particulars but did know that
Departnent of Transportation & Public Facilities was
providing increased security at the airports, and that the
public health labs were incurring additional costs and that
the National Guard has been activated at the airports. She
di d not know the costs.

SENATOR HOFFMAN questioned the | evel of security required of
t hese addi ti onal services.

NANCY SLAGLE responded that the Federal Aviation Agency
(FAA) security guidelines are changing on a daily basis.

She added that it appears that as tine progresses, the FAA
continues to add nore hoops that passengers have to go
through to receive clearance. There is an attenpt to
distinguish the level of security needed in the rura

airports versus major hubs.

SENATOR WARD inquired if it was the FAA who had ruled in
parts of the State |like Bethel. He asked why there needs to
be three arnmed guards in the small airports.

NANCY SLAGLE did not know if that was an FAA requirenent or
a National CGuard/local police requirenent.

SENATOR WARD asked if the requested funding could be used
for the three positions in Bethel.

NI CO BUS did not know the criteria at this tine. The noney
will be received from the federal governnment and they wl|
specify the criteria. He apol ogized from not having the
details. He reiterated that the Departnent will provide the
accounting as it occurs.

CHAI R THERRI AULT questioned if the noney was passing through
the State offices or the |ocal governnental offices. He
stressed that it was not the intent to |eave any State
agency “dry” during the mddle of the fiscal year.
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NI CO BUS apol ogi zed that the details, which the Conmttee
requested, were not avail able. He reiterated that the
federal noney would be used for both State and | ocal
gover nnent .

DAVI D TEAL, Director, Legislative Finance D vision, rem nded
the Commttee that federal authorization can be used for
anything once the authorization is there. This noney may

not be the actual dollars that are distributed. |If there is
federal authorization on the books for disaster planning and
control, the agency can spend that noney wth the

aut hori zation. He advised that as a result of the terrorist
acts, the State has already spent the noney and that noney
needs to be repl aced.

M. Teal added that the $642 thousand dollars was an
operating RLP. Any of the unspent balance of that noney
w il |apse on June 30"

CHAI R THERRI AULT suggested that would include using sone of
the other federal authorization. He believed that the State
woul d not suffer a crisis.

DAVID TEAL reconmended asking M. Bus how nuch federal
aut horization was on the books at this tinme in that
conponent. That knowl edge woul d provide an idea of how nuch
it would be adding to.

NI CO BUS replied that the noney would cone to the Division
of Planning and Control and that operating budget 1is
limted. The federal funding that is used for disasters is
in the disaster relief fund and would require a fornal
declaration of a disaster. At that tine, the State would be
able to access unlimted federal funds.

M. Bus continued, the Departnent intends to have an
assessnent on the use for the $642 thousand dollars by
Decenber 2001. The communities are eager to buy the
equi pnent and begin the work required for the anti-terrorism
| aws.

GARY BROWN added that the $642 thousand dollars was very
specifically identified for equipnment. As soon as the study
is conpleted, that noney with the remaining $321 thousand
dol lars coul d be spent on equi pnent.

CHAI R THERRI AULT noted that he was not concerned with that
anount. His concern rested with the $1.2 mllion doll ars.

SENATOR PHI LLIPS voiced his concern with the accountability
of that noney. He did not think that the Departnent knew
what they were “going after” and how that noney would be
spent. He recommended that every two weeks, a total expense
budget be given to the Chair of the LBA Committee.
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SENATOR WARD echoed support for the thoughts expressed by
Senator Phillips. He believed that it was inportant for the
Legislature to know what the Adm nistration is doing on an
on-goi ng basis to address the terrori st concerns.

CHAI R THERRI AULT outlined the options of the Conmttee. The
Commttee could provide partial aut hori zation on the
proposed anmount or they could provide for the full anmount.
He stated that he could review those ambunts and rel ease the
funds accordingly. He felt that the Conmttee needs nore
information on releasing the entire $1.2 million dollars to
t he Depart nent.

DAVI D TEAL pointed out that the LBA Comm ttee does not know
what mght be associated with the authorization of the
federal expenditures. He suggested that as part of the
reporting requirenent, the Commttee should consider the
intention to reinburse federal activities and/or to spend
the authorization on activities that don't require a State
match. Such an action would keep fromtying up that noney.
He reiterated that it is inportant that the Conmttee
respond to the terrorist activities.

CHAIR THERRI AULT inquired from M. Bus if the -current
mechani sm used by the agency of comng to the LBA Chair for
aut hori zati on has been working for the Departnent.

Nl CO BUS responded that the nobdel being used for the gas
pipeline is working well. He pointed out that the
Department only requests authority on the books for the
federal receipt authority. He noted that there would be no
general fund match.

SENATOR HOFFMAN asked if any of the noney would be used for
situations associated with Anthrax.

NI CO BUS stated that the terrorism fundi ng woul d be covering
that also. The expenditures would nostly be used for |ocal
governnments responding to federal requirenents for increased
security at airports. He reiterated that the specific
criteria for the federal funds are forthcom ng.

REPRESENTATI VE DAVI ES voi ced his support with providing the
$1.2 million dollars with the understanding that the reports
be submtted to the LBA Chair. He requested that a full
report be provided at the Decenber neeting and that it be
i ncluded in the notion.

SENATOR PHILLIPS MOVED to ADOPT RPL 09-02-0022 with the
understanding that the Departnent report to the LBA Chair
every two weeks in order to keep a running total of what is
bei ng spent.
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CHAI R THERI AULT asked for clarification of the notion and at
what point his approval would be executed. He thought it
woul d be preferable that the Departnent cones to the Chair
with a list of proposed expenditures, which he could sign
of f on. Those items would be tracked when approved.
Anyt hing disapproved, wuld then cone forward to the
meet i ng.

NI CO BUS agreed that would be acceptabl e.
SENATOR PHI LLI PS acknow edged the proposal .

SENATOR WARD recommended that the notion should be to
authorize the $1.2 mllion dollars including a reporting
procedure to the LBA Chairman every two weeks as well as a
sign off procedure.

NI CO BUS envi sioned that as soon as the Departnent receives
federal approval for funds, then that grant of approval
woul d be given to Senator Therriault itemzing the criteria.
He added that it mght not be in two-week intervals, but
rather depending on when the information was forthcom ng
delivered fromthe federal governnent.

SENATOR WARD voi ced support for that concept.

SENATOR PHI LLI PS W THDREW t he anended portion of the RPL and
requested to add the concept proposed by M. Bus.

CHAIR THERRI AULT clarified the MOTION and MOVED the $642
t housand dollar portion of the request. There being NO
OBJECTI QN, that portion of the request was adopted.

CHAI R THERRI AULT stated that given the $1.2 nillion dollars,
the LBA Chair would be able to approve up to $1.2 nmllion
dollars of receipt and expenditure from the federal
aut hori zati on. As those funds cone in, M. Bus would
provide the back up to the Commttee Chair for approval up
to that dollar anount. If there is questionable spending,
the Chair can decline to authorize the anpbunt and then nove
it to the full Commttee’s consideration at the next
meeting. There being NO OBJECTION, the notion was adopt ed.

RPL Nunber : 10- 02- 4021

Departnent of Natural Resources
Pronoting Agriculture in Al aska

$520, 000 Federal Operating
SENATOR PHILLIPS MOED to ADOPT RPL 10-02-4021 for

di scussi on purposes. He observed that the D vision of
Legi slative Finance had recommended that the request be
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reduced to $225,000 dollars and that the agency could
request the remaining bal ance in FY03.

ROBERT WELLS, Director, D vision of Agriculture, Departnent
of Natural Resources, Palner, explained that the D vision
received the grant fromthe U S. Departnent of Agriculture
for the purpose of pronoting agriculture in Al aska. The
goal is to build a nmarketing strategy and i npl enent consuner
education prograns to strengthen nmarkets for Alaska G own
pr oducts. Al aska’'s total allocation is $520,000 dollars

which will be spent over three years to market Al aska G own
Products and pronote direct markets for farners.

He added that producers in Alaska are finding it
increasingly difficult to sell their products due to nergers

and consolidation in retail industry, increased costs to
enter the market and the lack of a developed marketing
i nfrastructure. However, research shows that consuner

support is strong when consuners are remnded of the
benefits of Al askan G own products and that those products
are clearly identified as Al aska G own.

CHAI R THERRI AULT asked for comrents on the D vision of
Legi sl ative Finance s recommendati on.

ROBERT WELLS commented the recomendation would Dbe
satisfactory. He added that the Dwvision is diligently
working to determne ways to spend the noney responsibly.
He saw the need for television advertising tine. He added
that the Division currently has a matching grant program
which requires farmgrowers to match dollar for dollar up to
$2,500 dollars. It is a nodest program but has doubl ed the
anount of advertising that can be done. He believed that
sonme of that funding could help bolster that program

CHAI R THERRI AULT asked if any of the noney would be nade
avai l abl e for out-of-state marketing.

ROBERT VELLS replied that there is discussion with the Board
of Agriculture regarding exporting of Al aska G own Products.
Three weeks ago, Al aska potatoes were exported to Taiwan.
There has been consideration given to what export products
Al aska m ght be able to nove into. He noted, however, that
nothing is on the table at this tine. M. WIlls pointed out
that the prelimnary budget does address these concerns and
t he cooperative marketing program

CHAI R THERRI AULT advi sed that at this tine, Al aska export is
smal | enough that the station costs cannot be spread to nany
containers, which could create a barrier for breaking into
that market. He saw potential right now to nake sone
advances in the overseas market.

JO NT BUD COW TTEE 17 Cct ober 23, 2001



ROBERT WELLS acknowl edged comments nmade by Senator
Therriault, pointing out that the D vision was open to those
possibilities.

SENATOR W LKEN asked if this type of canpaign had ever
occurred previously in the State. He inquired how the
prograns success woul d be determ ned.

ROBERT WELLS responded that to date, the Division has not
had this type of aggressive canpaigning in the State of
Al aska. Marketing was begun in 1986. He noted that success
woul d be neasured on a yearly basis with the reporting of
sales of products in the State, depending on crop yields in
any given year. He clained that there are ways to neasure
t he success.

SENATOR W LKEN questioned if there was a conponent wthin
the RLP, which addresses the neasurenent of success and/or
t he market penetration.

ROBERT VELLS replied that the Division could guarantee that
woul d be i ncl uded.

SENATOR W LKEN acknow edged that was an inportant conponent
and shoul d be incl uded.

SENATOR PHI LLI PS MOVED to ADOPT RPL 10-02-4021 in the anount
of $225,000 dollars. There being NO OBJECTIQN, the RPL was
adopt ed as adj ust ed.

RPL Nunber : 11-02- 0428

Department of Fish & Gane
Wldlife Conservation & Restorati on CARA

$265, 000 Federal Receipts — Operating Budget

SEANTOR PHILLIPS MOVED to ADOPT RPL 11-02-0428 for the
pur poses of di scussion.

TAPE LBA 01-11, SIDE A

KEVI N BROOKS, Director, D vision of Adm nistrative Services,
Department of Fish & Ganme, explained that the Departnent of
Fish & Ganme has applied for additional grants fromthe U S
Fish & Wldlife Service for projects under the new federa

Wldlife Conservation & Restoration Program (WCRP). The
program was previously referred to as the Conservation &
Rei nvestment Act (CARA). The appropriated |evel of federa

fund authority in the conponent is |less than the anmount of
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grant funds available to the Departnent. The Depart nent
needs the additional funding.

The Legislature only authorized an expenditure of $1,510 for
FY0O2 and directed the Departnent, through the Intent
Language to request additional spending authority via the
Legi sl ative Budget and Audit (LBA) Commttee if Congress
aut hori zed funds for the programin FYO3.

CHAIR THERRI AULT pointed out the notation indicated by
Legi sl ative Finance that the claimwas a “bit dramatic”.

KEVIN BROCKS agreed with the characterization that the
| anguage was a little dramatic, however, acknow edged t hat
those are projects, which the Departnent would like to see
“up and running”. There would be a statew de benefit for
i npl emrentation of the projects.

Since the RPL was submtted, all correspondence has been
forwarded to the Legislative Finance Division. There is
approval of $2.4 million dollars for the current fiscal year
fromthe federal governnment, with receipt authority of $1.5
mllion dollars. The issue is whether or not the Departnent
can expect continuation of the funding.

CHAI R THERRI AULT renenbered that there had been concern in
approvi ng these requests. He asked if there would be timng
problens in holding off on the proposal. He comrented that
he would prefer to reschedule the request for the next
nmeet i ng.

WAYNE REGELIN, Director, Division of WIdlife Conservation

Department of Fish and Gane, Juneau, (Testified via
Tel econference), comented on the specifics of the timng.
He explained that the prograns that the Departnent would
like to get started this current year are all ones that need

to occur in May and June. If the Division waits for the
Legi slature, those projects wll not be able to be started
in a tinmely fashion. He indicated the projects being
pr oposed:

. Al aska Bird Observatory

. Anchorage Coastal WIldlife Refuge

. Publ i c Service Kiosk

. Wldlife View ng Quides

. Chi | koot Vi ewi ng Program

. Departnent of Fish & Gane I ndirect Costs

REPRESENTATIVE JOHN DAVIES MOVED to APPROVE a reduced
anount. He recommended specifically:
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. The Alaska Bird Qobservatory in the anount of $30
t housand dol | ars,

. The Anchorage Coastal WIdlife Refuge in the
anount of $35 thousand doll ars,

. The Chil koot Viewing Programin the amount of $20
t housand dol |l ars, and
. I ndirect Costs in the anount of $5 thousand of the

$15 t housand doll ars

He MOVED the total anount of $90 thousand dollars be adopted
for RPL 11-02-0428.

SENATOR PHI LLI PS asked why those specific itens were chosen.

REPRESENTATI VE DAVI ES conmented that those itens are all the
ones that need to get into the field by summer. The other
two are pilot prograns and a | ower priority.

REPRESENTATI VE LANCASTER asked if the Conmittee did not
fully funding the conponent, would that action jeopardize
the State’'s ability to receive the WRP funding in the
future.

KEVIN BROOKS replied that it would not |eopardize that
f undi ng. The Division has been given a couple years to
spend the total funding dollars.

VI CE- CHAI R FATE asked if the funds would go through Fish and
Wldlife funds.

KEVI N BROCKS expl ai ned that these funds were classified as
federal aid dollars, not fish and game funds.

CHAI R THERRI AULT poi nted out that there was a notion on the
table nmade by Representative Davies. There being NO
OBJECTI ON, RPL 11-02-0428 was adopt ed.

RPL Number : 12-02- 0075
RPL Number : 12-02- 0100CAP

Department of Public Safety
Marine Fisheries Patrol |nprovenents
Marine Fisheries Patrol Enhancenents-Two Vessels

$601, 450 Federal Receipts
$400, 000 Federal Receipts

SENATOR PHI LLI PS MOVED RPL 12-02-0075 and RPL 12-02-0100CAP
for purpose of discussion.

JOEL HARD, COL., Director, Dyvision of Fish & Wldlife
Protection, Departnent of Public Safety, advised that the
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two RPL’s were intended to receive and expend sone federal
noney that has been nade available through the Natural
Marine Fisheries Service for enhanced mnmarine fisheries
patrol . The funding has never been available before this
tinme. The funding potential is a result of |engthy
negotiations with that agency.

Col. Hard noted that the noney has not yet been received.
It has been given tentative approval through that agency.
It represents noney that has been passed through the Coast al
Stewardship Act for |law enforcenent intentions. He added
t hat because they do not have the infrastructure to provide
that law enforcenent, they have chosen the Dvision to
assunme that responsibility.

Col. Hard informed nmenbers that there are twenty-five
coastal states vying for the noney.

CHAI R THERRI AULT voi ced concern with the first RPL, which is
an operating request. He asked if there were federal nonies
comng through to help with staffing resulting from the
request. He asked if there would be opposition in making
t he $601, 000 part of a capital request. Wen that noney was
gone, the positions would be elim nated.

COL. HARD acknow edged that was the intent. He reiterated
that it would make no difference if it were classified as a
Capital I|nprovenent Project (CIP) issue.

SENATOR PHI LLIPS referenced RPL 12-02-0100CAP noting that
all of the vessels where stationed in Southeast Al aska.

CO.. HARD clarified that was the way it appears because of
the separation of the RPL’s. The proposal is to replace
agi ng vessels. The nost aged vessels in that class are in
Sout heast Al aska and represent a broader | ook at the overal
marine patrol requirenments of the Division

REPRESENTATI VE LANCASTER asked if the contractual services
|isted on RPL 12-02-0075 woul d be seasonal -type j obs.

CO.. HARD replied that the noney associated with the first
RPL is intended to increase aircraft and narine operating
hour s. That could involve the personnel services of
exi sting enployees. Additionally, there is a conponent
whi ch would increase the seasonal aid man-nonths that the
Di vision has for current enployees. There are two positions
called “contract” enpl oyees, which would act as police-type
hel p. They would performcertain police functions and woul d
assist with further investigations.

CHAI R THERRI AULT asked if it was perm ssible to be working
on both the operating and capital budget at the sane tine.
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DAVI D TEAL explained that technically there is no difference
between the capital and operating budget. The concern can
be addressed easily. He provided the option of not
approving RPL 12-—2-0075 and instead adding the $601, 450 to
RPL 12-02-0100CAP to the capital request. That action would
provi de a single RPL approval.

CHAIR THERRI AULT warned that with turning down one of the
RPL’s, all the verbiage would also be lost in that action.

DAVID TEAL advised that the verbiage is not really
inportant, as it is just a description. The nove would only
put receipt authority on the books, allow ng the Departnent
to spend it as they w sh.

SENATOR HOFFMAN asked how old were the two referenced 25-
f oot Boston whal ers.

COL. HARD guessed that they were over twenty years old.

Eventually, the State will end up with only two vessels
rather than the current four. He pointed out that the State
has sold about seven boats in the last four years. The

Division is operating at this time with only five boats.

SENATOR PHI LLIPS MOVED that RPL 12-02-0075 be nmade into a
capi tal request-fundi ng category.

REPRESENTATI VE DAVI ES asked if there would be any difference
in how long the receipt authority would last if it were
authorized as a capital rather than an operating request.

DAVID TEAL responded that there wuld be a technical
di fference. If it were a capital request, the noney would
not |apse on June 30'"; if it were an operating request, the
funds not spent by June 30" would go away.

CHAIR THERRI AULT commented that he did not have a problem
with carrying the federal authority forward into future
years.

Chair Therriault referenced the MOTION to ADOPT RPL 12-02-
0075 on the table. There being NO OBJECTION, it was
adopt ed.

SEANTOR PHI LLI PS MOVED to ADOPT RPL 12-02-0100. There being
NO OBJECTION, it was approved.

RPL Nunber : 25-02-6470

Departnent of Transportation & Public Facilities
TSAlI A Federal Drug Seizure

$100, 000 Feder al
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U S. Departnent of Justice/Federal Forfeiture

SENATOR PHI LLIPS MOVED to ADOPT RPL 25-02-6470 for purposes
of di scussi on.

NANCY SLAGLE explained that the federal governnent would
allow the sharing of funds seized during drug |aw
enforcenment operations at the Ted Stevens Anchorage
International Airport (TSAIA). The federal reinbursenent
for property and cash recovered in these operations at the
airport could be wused for safety related itens not
previously budgeted at TSAIA. The funds would provide
addi tional safety training courses and equipnment to airport
security officers. The primary purpose of the Departnent of
Justice forfeiture program is to deter crinme by depriving
crimnals of the profits and proceeds of their illegal
activities and to weaken crimnal enterprises by renoving
the instrunentalities of crime. An ancillary purpose of the
programis to enhance cooperation anong federal, state, and
| ocal | aw enforcenment agencies through the equitable sharing
of federal forfeiture proceeds.

There bei ng NO OBJECTI ON, RPL 25-02-6470 was adopt ed.

RPL Nunber : 45- 02- 0007CAP
Arctic Regi on Superconputer Purchase
$32, 000, 000 Capital -University Receipt Authority

SENATOR PHILLIPS MOWED to ADOPT RPL 45-02-0007 for
di scussi on purposes.

CHAIR THERRI AULT asked if there was any opposition from
noving the receipt authority from federal receipt to
University receipts to be increased by $2 mllion dollars.
There bei ng NO OBJECTI ON, RPL 45-02-0007 was approved.

EXECUTI VE SESSI ON

REPRESENTATI VE LANCASTER nmade a notion, in accordance wth
Title 24 and 44, to MOVE into Executive Session for the
purpose of discussing audit reports, which are held
confidential by |aw There being NO OBJECTION, the
Commttee went into Executive Session at 3:20 P. M

CHAIR THERRI AULT requested that Pat Davidson (Legislative
Auditor), her staff and Commttee Staff, Heather Brakes be
present for the Executive Session.

The Comm ttee resuned Open Session at 3:45 P. M
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AUDI T REPORTS

REPRESENTATI VE LANCASTER MOVED to release the follow ng
prelimnary audits to the agencies for response:

. DCEDY Board of Chiropractic Exam ners

. DCED/ Board of Exami ners in Optonetry
. DCED/ Board of Professional Counsel ors
. DFG WIdlife Conservation-Hunter Information &

Trai ni ng Program

There being NO OBJECTION, the prelimnary audit reports were
rel eased for agency response.

REPRESENTATI VE LANCASTER MOVED to release the final audit
report as public:

. DOA/ AKSAS

There being NO OBJECTION, the audit was released for public
response.

REPRESENTATI VE LANCASTER MOVED to release the final audit
report as public:

. DLW Di vi sion of Vocational Rehabilitation

REPRESENTATI VE DAVI ES OBJECTED. He asked that issue be held
in Conmmttee until the next schedul ed neeting.

Aroll call vote was taken on the notion.

I N FAVOR: Senat or Hof f man, Ward, W I ken, Therriault
Represent ati ves Lancaster, Fate

OPPCOSED: Represent ati ve Davi es

Senators Donley and Phillips and Representatives Harris,

Joule, Mulder, and WIllianms were not present for the vote.
The MOTI ON PASSED (6-1).

CHAIR THERRI AULT noted that he would get together wth
Representative Davies to discuss a followup neeting on the
audit and the material contained init.

REPRESENTATI VE DAVI ES voi ced his concern that releasing the
audit may preclude sonme of those concerns.

The audit was rel eased for public response.

OTHER COW TTEE BUSI NESS
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Division of Famly and Youth Services

CHAIR THERRI AULT pointed out that there was one audit
request proposed for the Committee’ s consideration.

PAT DAVIDSON, Director, Legislative Audit Division, Al aska
State Legislature, advised that an audit request had been
submtted by Representative Chenault regarding financial
services for the Division of Famly and Youth Services
(DFYS). The request asks for a detailed audit of the entire
Di vi si on. She noted that her office was working with his
staff to further define the specific objective of the audit.

Ms. Davidson explained that when the objectives are
determ ned, those handled in the up-comng federal review
will be excluded and that her office would work with the
representative’s staff to prioritize the other issues.

CHAIR THERRI AULT commented that the proposed scope of the
audit was “fairly” broad. He pointed out that it falls into
the sanme category as the request made by Representative Fate
at an earlier neeting.

PAT DAVIDSON noted that she had been working wth
Representatives Chenault’s aid, Sue Wight, who has been
sent copies of the areas of the federal review V5.
Davidson reiterated that her office would neet wth
Representative Chenault’s office to discuss the audit and to
prioritize the issues.

CHAI R THERRI AULT advised that it was his preference to hold
the request until the Division of Legislative Audit staff
works with Representatives Chenault’s office.

School District Wivers

CHAI R THERRI AULT nentioned that the Departnent of Education
& Early Devel opnent has been requested to submt to the LBA
Commttee, a listing of the different school districts
requesting waivers for funds going into the classroons. He
added that he had requested that those waivers be submtted
to the entire Commttee so that they could be outlined.

Uni versity Capital Appropriation

CHAIR THERRI AULT referenced woirk to be done on the
Uni versity of Al aska- Anchorage (UAA) canpus. UAA was issued
a capital appropriation with fairly broad |anguage for that
type of work. In the course of doing the work on the canpus
this year, leaking pipes in the hot water distribution
system were found in a nunber of the buildings. The broad
| anguage was such that they did have authorization to take
sone of the capital funds and address the problem However,
when they requested the broad | anguage, they also attached a
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list of projects and fixing the |eaking pipes was not
i ncl uded.

The University was concerned since they had deviated from
the original intent of what the noney was issued for. UAA
felt conpelled to cone back and disclose that change to the
Legi sl ature.

REPRESENTATI VE DAVI ES asked the anpunt the actual work cost.

CHAIR THERRI AULT responded that the work cost about $1
mllion dollars.

REPRESENTATI VE DAVI ES asked if Senator Therriault believed
it was a legitimte energency.

CHAIR THERRI AULT replied it was and suggested that it was
cost effective to address it at the tine it was di scovered.

School District Wivers

SENATOR W LKEN understood that there had been twenty-nine
wai vers requested of which eleven have been approved. He
hoped that when the Legislative session starts, there would
be tinme to spend with the Departnment of Education & Early
Devel opnent to better understand why the waivers have been
granted. He pointed out that two years ago, the definition
was changed to include the adm nistration, which should have
the principles and assistants. He clainmed that change
br oadened the seventy percent significantly.

Senator Wl ken wanted to find out why the waivers were being
granted and what the issues were. He stressed that he would
rather see that seventy percent stay in the classroom

CHAIR THERRI UALT voiced his concern of [|ooking at the
spreadsheet . He pointed out that there are sone school
districts, which had achieved a higher percentage for the
classroom and this year it had decreased. He asked why.

Chair Therriault recommended that the LBA Commttee needs to
have further discussion on the matter regarding what they
would like their role to be.

SENATOR W LKEN agr eed. He pointed out that the original
intent was intended to be corrective and determne the
i ssues so that the seventy percent would get back into the
cl assroom

SENATOR HOFFMAN agreed that the Conmttee should establish
the public policy and then get the seventy percent back into
the classroom He interjected that determning the
adm nistrative functions was not the role of the Commttee
or the Legislature.
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ADJ QURMENT

CHAI R THERRI AULT adjourned the Legislative Budget & Audit
Conmttee at 3:55 P. M
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