M NUTES
SENATE FI NANCE COWM TTEE
March 29, 2001
10: 05 AM

TAPES

SFC-01 # 57, Side A
SFC 01 # 57, Side B

CALL TO ORDER

Co- Chair Dave Donley convened the neeting at approxinmately 10:05
AM

PRESENT

Senat or Dave Donl ey, Co-Chair
Senat or Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Loren Lenman

Senator Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Lyman Hof f man

Senat or Donal d 4 son

SUMVARY | NFORVATI ON

HB 103- APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 104- APPROP: MENTAL HEALTH BUDGET

The Comm ttee heard subcomm ttee budget reports for the Departnent
of Revenue, Departnent of Environnmental Conservation, Al aska Court
System Departnent of Law, Departnent of Education and Early
Devel opnent, Department of Fish and Gane, Ofice of the Governor,
Department of Community and Econom c Devel opnent, Departnent of
Health and Social Services, Legislature, and the University of
Al aska. Al subcomm ttee budget reports were adopted.

#HB103

CS FOR HOUSE BILL NO. 103(FIN)(brf sup maj fld)

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

SFC- 01 (1) 03/ 29/ 01



CS FOR HOUSE BILL NO 104(FIN)

"An Act nmaking appropriations for the operating and capital
expenses of the state's integrated conprehensive nental health
program and providing for an effective date."

Senat or Lenman conplinmented the departnments he worked with for their
cooperation in review ng the budgets.

Departnent of Revenue

Senator Leman, Chair
Senator Phillips
Senator Ellis

Senat or Lerman said the Departnent of Revenue Managenent Pl an for

FY 01 was approximately $12.1 mllion in general funds, and the
subconm ttee was directed by the Senate to prepare a budget of
$11.9 mllion general funds for FY 02. He noted this amount was

just slightly below the Governor’s requested anount of $12.017.3
mllion.

Senator Leman reviewed the line itens as foll ows:

Fully funded Child Support Enforcenent and allowed for
increase to Oficer 1 upgrade

He expressed that the full funding of the child support budget
request was the “highlight” of the $11.9 mllion budget the
subconm ttee prepared.

I ncluded front section language to allow Child Support
Enforcenent Division (CSED) to use mninum state required
match for federal funds

Di sal | owed a $58.0 request for Minicipal Bond Bank Authority
(MBBA) receipts after discussing with the Departnent the
possibility of comng back with a supplenental request if bond
sales do occur. This is distinct from the $58.0 MBB Rcpt
request in the Sl ow Track Suppl enmental which does need to be
f unded.

Al aska Housi ng Fi nance Corporation (AHFC): Increased federal
receipts ($300.0) for 370 new Section 8 vouchers; but
disall owed three additional positions to adm nister these
vouchers. |’'ve asked the Departnent to review its staffing
| evel s and see if this work can be done with existing staff.
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AHFC. Disallowed two PCNs and funding for HOVE Tax Credit
conpliance auditors. Requested Departnent to review its
staffing levels and see if this work can be done with existing
staff.

Slightly reduced the Departnent request for AHFC Receipts for
prograns noving from the Capital to the Operating Budget.
($462.0 to $435. 0/ AHFC Rcpts) .

Al aska Mental Health Trust Authority (AWVHTA): Allowed one
intern and one pernmanent FT enpl oyee and sone increased travel
(Request was $23.8 Mental Health Adm nistration (MH Adm n),
funded $11.0).

AVHTA; After seeing that thirteen out of twenty-one Deputy
Directors are Range 23 or below, reduced the request for a
Deputy Director from Range 25 to Range 23.

There were increases in Al aska State Pension |Investnent Board
managenent fees.

Senat or Lerman comented that while the increase of approximtely
$4.5 million in nmanagenent fees was not part of the general funds,
he wanted to bring it to the Conmttee s attention.

Reduced Permanent Fund Corporation’ s request for additional
travel, salaries, and equipnent ($58.7 request funded at
$47.1)

Senator Leman clarified that even though the travel, salaries, and
equi prrent funds were not general funds, the subcommttee wanted to
be responsible for the allocations.

Al l owed parti al increment to Permanent Fund Division
(request $116.5, funded $110.0)

Senator Lerman informed that this Permanent Fund Division request
was to cover costs of mailing letters, instead of postcards,
notifying residents that their Permanent Fund applications had been
received.

Senat or Leman commended to the full Senate Finance Conmttee the
subconmi ttee’ s General Fund proposed budget of $11, 952,000 for the
Departnent of Revenue.

Departnent of Environnental Conservation
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Senator Leman, Chair
Senat or Tor gerson
Senator d son

Senator Leman stated that the Departnment of Environnental
Conservation had previously been funded with $12.2 mllion in
general funds out of a total departnent budget of close to $50
mllion. He noted that the Governor’s budget request included $1.5
mllion in general funds and two positions, additional “Ql and Haz
Mat funds” of close to $700,000 and three positions, and Facility
Recei pt Funds of approximtely $150,000 and two positions. He
continued that the Governor’s budget consisted of a total increase
of $2.8 million and seven positions. He informed that the
al l ocation for funding his subcommttee received for the Departnent
of Environnental Conservation budget was a $700, 000 i ncrease over
the FY 01 Managenent Plan. He infornmed that the subconmttee
reconmended a budget of $12.82 million dollars, which was $100, 000
under the allocation.

He hi ghlighted other subconm ttee recomendati ons as foll ows:

Disallowed a $300.0/G- increnent for Arctic Contam nants
Program - there are funding sources in the Capital and
Qperating budgets if this is a priority for the Departnent.

Slight reduction in Solid Waste Managenent.

Al'low i ncrement for Water Quality due to passage of HB 361
and kept $77.0 in Statutory Designated Program Receipts.

Increased funding to the Spill Prevention and Response
Division to include $609.4 in 470 Fund (Ol and Hazardous
Subst ance Prevention and Response Fund) + two positions for
new activities associated with British Petrol eumd ARCO Philli ps
nmerger. Additionally, $77.5 Q| Haz & one position for SB 273
Crui se Shi p/ Railroad nonitoring.

Funding for Local Energency Planning comrittees to create,
mai ntain and test oil/hazardous substance spill response pl ans
($423.4 O| Haz & zero positions).

Senat or Lenman noted the subconmittee had increased the funding
approxi mately $100, 000 over |ast year for |ocal emergency planning
conmmi Ssi ons.

Facility Construction & Operation: Funded one of two requested

positions to adm nister operator certification requirenents
for Cass A water systens.
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Letter of Intent directing the Departnment to seek a waiver to
exclude the snmall est water systens that do not add chem cal s
to their systens fromthe operator certification requirenents.

Senat or Leman concluded that the subcommttee net the spending
limt determned by the Senate Mjjority, and he believed the
Departnent is funded adequately to do its m ssion.

Al aska Court System

Senator W/ ken, Chair
Senat or Pearce
Senat or Davi s

Senat or Wlken informed that the subcommittee’s budget
recomrendati on of $50,923,500 was within the allocation for the
Al aska Court System (ACS) He said this allocation was nmet with a .7
percent increase in general fund spending, alnost all of which
woul d be dedicated to the maintenance and operations cost of
approximately $337,700 for the new Fairbanks Courthouse (Trial
Courts), schedul ed to open in August 2001.

He stated the follow ng recei pt authority was approved:

An increnent of $150,000 fromthe Mental Health Trust

Aut hority for a count coordinated resources project to assi st
mentally ill persons who have been convicted of a m sdeneanor
crine.

An increment of $188,100 fromthe Departnent of Revenue

i nteragency receipts to establish a pro se center to assi st
litigants in famly matters before and after court
pr oceedi ngs.

An increnent of $216,000 from federal receipts to continue
t he Anchorage Drug Court pilot program

Comm ssi on of Judicial Conduct — The Subcomm ttee approved a
$15,000 increment to help reduce the |evel of underfunding in
its personnel budget.

Judi ci al Council — The subcomm ttee recommended the
continuation of the Judicial Council’s budget as funded
in FY 01.

Senat or W1 ken continued that the budget approved an “increase in
headcount of plus four” with zero general fund additions. He
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informed that the Judicial Council cane in the very |ast day of the
budget work, with late information on sone outstanding funding
source issues and asked for a $39, 000 increnment. He conmented that
while he was not able to put it in the budget, he understood their
situation. He stated he wanted the Commttee to know about the
request so further discussion mght garner another funding source.

Senat or Leman asked for further details on the four new positions.

Senator W/ ken responded that he did not have that information with
hi m

Co-Chair Donley said that they would conme back to that.

Departnent of Law

Senator W1 ken, Chair
Senat or Tayl or
Senator Ellis

Senator W1l ken reported that the proposed budget allocation for FY
02 Operating Budget for the Departnent of Law was net wth
$25, 473,600 in general fund spending. He comented that this was an
overall 1.55 percent reduction in general funds spending. He added
that the subconm ttee approved the addition of eight new positions
for the Departnment, two of which would be funded by general funds.

He continued that in addition to the baseline managenent plan, the
subconm ttee approved the following “significant” itens:

Criminal Division, Crimnal Justice Litigation

Approved an increnent for $117,500 for the Victim Wtness
Notification and Support programto provide for nore reliable
notification to victins of crine.

Cvil Division, Collections and Support
Approved a reduction in excess Ceneral Fund Program Recei pt
Aut hority in the amount of $53, 700.

Gvil Dvision, Environnental Law
Approved a reduction in excess Ceneral Fund Program Recei pt
Aut hority in the amount of $33, 500.

Cvil Dvision, Governnental Affairs Section

Approved an increnment for $90,000 for an Associate Attorney
(paralegal) position to conduct specialized research and
assist within the Governnental Affairs Division.

Cvil Division, Human Services Section
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Approved an increment for $137,000 for a Juvenile Delinquency
Attorney position in Anchorage to handle the significant
increase in the nunber of cases handled by this section over
t he past two years.

Ol and Gas Litigation and Legal Services, QI and Gas
Litigation
Approved a reduction in CGeneral Fund support for this division
by $91, 600.

Senator W1 ken noted that the subconmttee asked the Division of
Gl and Gas to hel p absorb new general fund allocation increases by
shoul dering a $91, 600 reducti on.

Senator WIlken inforned there were outstanding issues the
Department of Law was involved in, one of which was an on-going
| awsui t agai nst the Bank of Anerica. Senator W/I ken expl ai ned t hat
the Departnent of Law had asked for $250,000 to continue that
|l awsuit with an anticipated rate of return of between $50 and $80
mllion. He continued that he felt this would be noney well spent,
but there were two ot her avenues of funding that could be avail abl e
for funding which he would support, rather than through the
oper ati ng budget.

Co-Chair Donley commented that this funding was not in the House of
Represent ati ves budget either.

Senator Wl ken replied that was correct.

Depart ment of Education and Early Devel opnent

Senator W/ ken, Chair
Senator Elton
Senat or Tor gerson

Senator W1l ken reported that the Departnent of Education and Early
Devel opnent (DEED) allocation was $29, 795, 800 and did not include
budget recomrendations for the foundation forrmula or pupi
transportation. He infornmed the full Senate Finance Comm ttee woul d
address those itens. He noted the overall reduction of $188,300 in
general fund spending was a .6percent reduction from the FY 01
Managenment Plan. He continued that the budget includes six new
positions, one fulltinme and one tenporary position funded wth
general funds.

He outlined the highlights of the proposed budget as follow

Executive Adninistration, Conmissioner’'s Ofice.
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Approved a travel allocation reduction by 3 percent
departnent-wi de, realizing a decrenent of $50, 000.

Teachi ng and Learni ng Support, Special & Suppl enental Services
Approved a $2,000,000 and a $6, 645,800 increase in federa

recei pt authority for Special Education and Title |I G ant
prograns that provide direct assistance to |ocal school
districts.

Approved receipt for $100,000 Mental Health Trust Authority
funds to aid the transition of students with disabilities from
hi gh school to the comunity.

Teaching and Learning Support, Quality Schools
Approved an increnent request for $74,300 for the
Correspondence Program Revi ew Program

Senat or W1 ken explained that there were now over 9,000 students
t aki ng correspondence courses, which reflects trenmendous growh
since the programs inception. He said $74,300 woul d cover the cost
of conplying with federally mandated prograns and woul d focus on
two pilot progranms: one in Delta and one in Nenana. He said the
assessnents of these prograns would hel p determ ne whet her ot her
correspondence prograns could use these pilot prograns.

Approved a $1, 200,000 increase in federal receipt authority
for RightStart, Extended Day Kindergarten, and Academc
I ntervention Coordi nat or prograns.

Approved a $4, 620,600 increase in federal receipt authority
for the Ei senhower, Innovative Education and C assroon Size
Reduction, and Teacher Recruitnent and Retention prograns that
provi de direct assistance to |ocal school districts.

Early Developnent, Child Nutrition

Approved a $1, 075,000 increase in federal receipt authority to
rei nburse school districts for increased freight costs for
shipping United States Departnment of Agriculture (USDA)
comodities ($75,000) and additional costs involved with the
free and reduced neals provided daily to students
(%1, 000, 000) .

Early Devel opnment, Child Care Assi stance and Licensing
Approved a $3,873,500 and $1, 717,000 increase in federal
recei pt authority to offer Child Care Devel opnment Fund noney
to lowincome working famlies to help pay for local child
care.
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Approved a $3, 000,000 increase in Inter-agency (IA) Tenporary
Assi stance to Needy Famlies (TANF) receipts for Child Care
Assi st ance.

Approved a $2, 000,000 increase in federal receipt authority
for Child Care Assistance.

Early Devel opnent, Head Start Gants

Recogni zed a $3, 783,000 increase in federal receipts for the
expansion of the Head Start Programthat will be avail abl e
directly to local Head Start nanagers.

Accepted a $100, 000 | nvestment Loss Trust Fund (ILTF) increase
for local Head Start Match

Early Devel opnent, Special Prograns

Approved a $100, 000 increase in federal receipt authority for
Sequenced Training for Early Childhood Professionals in
Al aska.

Approved a $475,000 increase in |A receipt authority for
EvenStart grants (Fam |y Literacy).

Request ed the Departnment of Education and Early Devel opnment to
consider the nerits of the organi zational structure proposed
by the House and i npl enent the appropriate changes.

Educati on Support Services, District Support Services
Recomended a reappropriation of K-12 Support FY 01 |apse
funds in the anmount of $350,000 for a District Cost Study
(l anguage section). This is a one-tine cost.

Comm ssi ons and Boards, Al aska State Council on the Arts
Approved an increnent of $11,500, a 2.5 percent increase.

Kot zebue Technical Center, Kotzebue Tech OQperations G ant

Eli mnated the General Fund appropriation as directed in the
FY 00 Operating Budget Intent Language. This vocational
facility is eligible and will receive funding under the Al aska
Techni cal and Vocational Education program established in
House Bill 289, Ch. 132, SLA 2000.

Al aska Vocational Technical Center

Accept ed $634, 200 i ncrease in Receipt Support Services funds
for Rent Receipts, First Al askan Foundation Gant, and
Certified Nurse Assistance prograns.

M . Edgecunbe Boardi ng School
Approved a partial increment request for $131,100 for the

SFC- 01 (9) 03/ 29/ 01



Dormtory Services and Managenent contracts.

Al aska Library and Museuns, Library Operations
Approved an $98, 700 i ncrenment for the Gates Foundation
Proj ect.

Al aska Library and Miuseuns, Miseum Operations
Approved a $40, 400 increase of Museum Grants to provide
grants to | ocal nuseuns.

Al aska Post secondary Educati on Conm ssi on,

St udent Loan Qperations

Recomended t he acceptance of $250, 000 from Al aska Conmm ssi on
on Postsecondary Education (ACPE) Dividend receipts for the
National QGuard Continuing Education Benefits (| anguage
section).

Al aska Post secondary Educati on Commi ssi on,

Student Loan Qperati ons.

Approved $63, 100 increase in ACPE D vidend for increase costs
for the Washington, Wom ng, Al aska, Mntana, |daho Medica
Educati on Program ( WAAM ) .

Senat or W1l ken outlined some outstandi ng i ssues regardi ng daycare
and qualifications for daycare and transportation. Although the
transportation i ssue was not a charge of this subcommttee, Senator
W ken expressed that support of the allocation of approximtely
$50 million be adopted by the Senate Finance Committee to fully
fund pupil transportation in the FY 02 budget.

Senator O son commented that it certainly was troubling to | ook at
wi t hhol di ng funding fromthe Kotzebue Technical Center, and he did
not see the advantage in not funding it, especially at a | ocation
where training for pipeline jobs was avail abl e. Senator O son added
that he had not been involved in earlier discussions about the
Techni cal Center and would |ike to know what agreenments had been
made.

Senator W/ ken responded he agreed about the prograns the Technical
Center offered and gave sone background information about the
subcomm ttee di scussions on the University’'s Chukchi Canpus and the
Kot zebue Technical Center. He continued that the two facilities are
a short distance from each other and perhaps the two could be
joined together to operate nore efficiently w thout jeopardizing
any prograns. He commented that there were a lot of resources in a
smal | anmount of production and perhaps it could be nore effective.
He said that this was the third year of discussions to advance this
t heory.
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Senator O son conmented that he was not sure “what deals were being
made,” but he did not see how the two could be conbined since they
has entirely different focuses. He voiced that the Chukchi College
had an academ c environnment while the Technical Center focuses on
vocational technical skills. He said that the two entities have
di fferent goals.

Senat or W ken answered that he had been part of the discussions
the Commttee has had prior to Senator A son’s participation on the
Finance Commttee. Senator Wl ken said he would be able to review
the matter with Senator d son.

Department of Fish and Gane

Senator Kelly, Chair
Senat or Pearce
Senat or Aust er man
Senat or Hof f man

Co-Chair Kelly reported that the subcommttee cane in approxinmately
$37,000 under the Senate Mijority determined allocation and
recommended the FY 02 funding for the Departnment of Fish and Gane
at $30, 719,000 in general funds and $127,759,400 in total funds. He
continued that this budget is an increase of $372,000 over the FY
01 budget and $10,513,900 over the FY 01 Authorized total budget.
However, it was a reduction of $275,000 in general funds fromthe
Governor’s requested FY 02 budget.

Senator Kelly continued that the subcommittee fully funded the
Departnent’s requests for the D vision of Cormercial Fisheries, the
Division of Sport Fisheries, the Division of Subsistence, State
Facilities Maintenance, and the Comrercial Fisheries (Limted)
Entry Conm ssion. He noted that the subconmittee had al so funded
all second-year |abor contracts.

Senator Kelly outlined changes the subcommittee had nade to the
Governor’ s request:

Wldlife Conservation

In the Conservation and Rei nvestnent Act (CARA) | npl enentation
conponent, The Departnent requested $2, 425,000 in new federa
funding for Conservation and Rei nvestnent Act inplenentation.
The subconm ttee has proposed funding of $1,510,000 along with
i ntent |anguage requesting that the Departnment of Fish and
Game seek approval of the Legislative Budget and Audit
Commttee to receive and expend any additional federal
receipts in the event Conservation and Reinvestnent Act
funding is reauthorized in Congress.
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Adm ni stration and Support

In the Boards of Fisheries and Gane, the Departnent requested
an increnment of $76,700 in general funds. The subconmttee has
recomended fundi ng of $56, 700 i n general funds, which equals
the anmobunt of the reduction the Boards took in the FY 01
budget .

In the Advisory Committees, the Departnent requested an
i ncrement of $45,000 in general funds. The subcomm ttee has
recommended fundi ng of $15,000 in general funds, which equals
the anount of the reduction the Advisory Commttees took in
the FY 01 budget.

Habi t at

In the Habitat conponent, the Departnent increnent request of
$225,000 in general funds for Ol and Gas Permtting & the
Kenai R ver Center has been deni ed.

Department of Community and Econoni c Devel opnent

Senator Kelly, Chair
Senat or Pearce
Senat or Torgerson
Senat or Li ncol n

Senator Kelly explained that the subcommttee reconmended the FY 02
funding for the Departnment of Community and Econom c Devel opnent to
consi st of $41,767,300 in general funds and $147, 835,500 in total
funds. He stated that this budget is an increase of $266,500
general funds and $14, 759, 100 total funds over the FY 01 Authorized
Departnment of Conmunity and Econom c Devel opnent budget. He stated
t he subcommi ttee has reduced the Departnent’s request by $454, 800
in general funds.

Co-Chair Kelly said that the subcommttee fully funded the
Department’ s requests for Executive Adm nistration and

Devel opnment, Munici pal Revenue Sharing, |Investnents, the Al aska
Aer ospace Devel opnent Corporation (AADC), Al aska |ndustri al

Devel opnent and Export Authority (AIDEA), Al aska Science and
Technol ogy Foundati on (ASTF), Al aska Seafood Marketing Institute
(ASM ), Banking, Securities & Corporations, the D vision of

| nsurance, Cccupational Licensing, and Departnment of Comrunity
and Econom c Devel opnent State Facilities Rent. He continued that
the subcomm ttee had al so funded all second-year |abor contracts.
He noted that the subcomm ttee had updated the Executive

Adm ni stration Support Cost Allocation Plan at the request of the
Depart nment .

Senator Kelly listed the changes the subconm ttee had made to the
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Department’ s request as foll ows:

Communi ty Assistance & Econom ¢ Devel opnent

In the Comunity and Busi ness Devel opnent conponent, the
Depart nent request of a fund source change of $99,800 from
Rural Devel opnent Initiative funds to general funds has been
deni ed.

In the Community and Busi ness Devel opnent conponent, the
Depart ment request of $100,000 in general funds for an
Econom ¢ Devel opnent Admi nistration planning grant has been
deni ed.

In the Comunity and Busi ness Devel opnent conponent, the
Departnment requested $35,000 in general fund program
recei pts for Made In Al aska and ot her m scel | aneous

i ncreases. The subconmittee has recomrended fundi ng of
$20,000 in statutory designated programreceipts for the
m scel | aneous i ncreases.

In the Community and Busi ness Devel opnent conponent, the
Depart ment requested $20,000 in general fund program
receipts for the official state highway nmap. The
subcommi ttee has recomended full funding of $20,000 in
statutory designated programreceipts.

Qualified Trade Associ ation Contract

In the Qualified Trade Association Contract, the
subcomm ttee has recommended a reduction of $200, 000 in
general funds. This will still fund the Contract at

$4, 600, 000 which is still $100,000 in state funds higher
than the MIlenniumPlan calls for.

| nvest nent s

In Investnments, the subcomm ttee has reconmended fundi ng of
$43,000 in Rural Devel opnent Initiative Funds for
conpensation for servicing loans. This is at the request of
t he departnent.

Al aska Aerospace Devel opnent Corporation

In the AADC Facilities Maintenance conponent, the

subcomm ttee has recommended that in place of the |anguage
section, the AADC receive $9, 000,000 in AERO Recei pt
authority fromlaunch activities in the nunbers section of
t he budget.

Al aska Sci ence and Technol ogy Foundati on

I n ASTF, the subconmmttee has recommended that in place of
t he | anguage section, the ASTF receive $1,500,000 in ASTF
Funds for grants in the nunbers section of the budget.
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AK Seaf ood Marketing Institute

In ASM, the subconmmttee has recommended that in place of
t he | anguage section, ASM receive $700,000 in receipt
supported services to match the FY 01 carryforward.

| nsur ance

In I nsurance Operations, the subcomm ttee has reconmended an
i ncrenent of $10,000 in receipt supported services for the
yearly dues of the National Conference of |nsurance
Legi sl ators.

Requl at ory Commi ssion of Al aska (RCA)

In the RCA, the Departnent requested $352,900 in RCA
recei pts for seven positions to deal with the increased
wor kl oad. The subconm ttee has recomrended fundi ng of
$277,200 in RCA receipts for five of those positions.

Senator Lenman asked if Co-Chair Kelly could explain why the Tourism
budget was $100,000 over the MIlennium Plan, and was there a
reason that this budget was not reducing as rapidly as targeted.

Senator Kelly responded that, even with $100, 000, the subcomittee
still came in under the spending Iimt agreed upon by the Senate
Majority.

Senat or Leman queried “so one year after they agreed to the plan
t hey have conme back” claimng to be unable to foll ow the plan.

Co-Chair Kelly surmsed this to be the case.

Departnent of Health and Soci al Services

Senator Geen, Chair
Senat or Kelly
Senat or Davi s
Senat or Therri aul t

Senator Green reported the Departnent of Health and Social Services
budget “was the | argest single piece of the state budget”, and it
was “awe inspiring”. She commented that “100 percent of al
Al askans’ PFDs”, would “not pay for this budget”. She infornmed that
t he subcommittee has presented a “very generous budget and cane in
right at our cap” with a total budget of $470 mllion general funds
and $1.2 billion total funds, an increase of approximtely $15
mllion in general funds and $100 million total funds.

Senator Green noted the changes in the Senate subconmttee’ s budget
as conpared to the House of Representatives FY 02 budget as
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follows: the inclusion of the Al aska Housi ng Fi nance Corporation
(AHFC) noney for nurses’ salaries was included in the fast-track;
$200, 000 in general funds was restored to the public assistance
field services to ensure the naintenance efforts for Tenporary
Assi stance to Needy Famlies (TANF); all nedical assistance fund
noney was properly shown as a G- match; a $350,000 increase to fund
transcription services to free up approxi mately 20% of each soci al
wor kers’ tine; funding of $700,000 for the Infant Learning Program
(ILP) by shifting noney from the al cohol drug abuse grant to the
infant programthereby fully restoring that program; and a $40, 000
increnent to fund one position in the Vital Statistics staff.

Senator Green noted a request for $188,600 general funds for
Tobacco Prevention and Control in the Governor’s request that the
subconmm ttee recomended against because it should be funded
t hrough the Tobacco Settl enent account instead of general funds.
She continued that wwth further clarification, the conponent could
be restored.

Senator Green infornmed that the subcommittee approved five of the
requested seven new positions with $100,000 general funds for
Communi ty Heal th Energency Servi ce.

Senator Green continued that the subcomm ttee approved the transfer
approxi mately $423,000 from Statutory Desi gnated Program Receipts
to the Al aska Psychiatric Institute (API).

Senator Green explained “the funding for all designated BRUs is
transferred to purchase services, state health services, alcoho
and drug abuse services, and conmmunity health grants with the
intent of this transfer to place all grants in the conpetitive
grant line for types of services to allow the Departnment to better
match the grant to the ability of the grantee to generate funds
from alternative sources including Medicaid and direct federal
grants.”

Senator Geen infornmed that the subcommttee | earned that “many of
our sites across the state are receiving direct federal grants,”
“I'ndian Health Service noney”, Medicaid filings, and third party
paynents, so that their budgets are being “supplenented”
significantly above state funding. She explained that this
currently benefits some agencies, but the subconmittee felt the
BRUs should be reallocated to assist snaller rural prograns that
coul d benefit from additional funding.

Senator Green continued that the subconmttee supported the

follow ng: 4 percent reduction in funding to Purchase Services
Fam |y Preservation; 8 percent reduction in funding to State Health
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Services Community Health Grants; 2 percent reduction in funding
for Al cohol, Drug and Abuse Services, a part of which went to fund
the ILP, $5,000 grant to help fund front line staff in rura
services prograns, $3.25 mllion federal grant to Epi dem ol ogy.

Senator Geen said that the Child Protection Legal Assistance
Program was rel ocated to the Departnent of Adm nistration.

Senator G een shared that the subcommttee recommended a 1 percent
decrease to the Governor’s request for Medicaid and enphasi zed t hat
the roll of Medicaid, Wlfare and associated costs should be
seriously reviewed, as they are “the driver” of increasing costs to
the Health and Social Services budget. She continued that the
Medi cai d Taskforce was working on how to control these costs and
alternative ways to provide health care, nedical care, and
i nsurance nore cost effectively.

Senator Green said the subcommttee al so supports a request to fund
el even different rural nedical providers each with a mninumof a
$200, 000 grant to adequately staff their offices.

Senator W/ ken asked Senator Green if this |ILP she spoke of was the
sane one the Key Canpai gn spoke about on their recent visit.

Senator G een responded yes, that ILP had been funded with
general fund noney.

Senat or Hoffrman voiced support for the funding of the Infant
Learning Program but was concerned it received an increase at the
expense of the Alcohol and Drug Abuse prograns. He urged the
Commttee to rethink the logic of this funding since the State
suffers fromsuch rates of high al cohol and drug abuse.

Senat or Hof fman al so asked, regarding the conpetitive grants, if
there had been a reduction in past grants to Anchorage and
Fai r banks.

Senator Green responded no, that Anchorage and Fairbanks “are
conpetitive grant providers thenselves.” She continued that
Anchor age and Fairbanks “receive a block grant” and save the state
noney because the state does not have to eval uate those conpetitive
grants.

Senat or Hof f man concurred that conpetitive grant providers save the
state noney, but so do other non-profit organi zations. He voiced
his concern that sone groups seemto be “punished for going out and
getting additional federal dollars.” He stated “the reduction of
the past few grants and only in Rural Al aska, does not seemfair to
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me and then putting theminto one BRU on a conpetitive basis al so
doesn’t nmake sense.”

Senator Hoffman reiterated that this “budget is treating Rural
Al aska unfair” and that having no reduction in the urban pass-
t hrough prograns in Anchorage and Fairbanks puts the “bal anci ng of
this budget on the backs of Rural Alaska,” and “at the expense of
t he al cohol and drug program?”

Senat or Green acknow edged what Senator Hof fman had said, but said,
nonet hel ess, in a conpetitive grant process, a grant has just as
much potential for additional funds as a detrinent. She continued
that the funding in those grant |ines has been essentially the sane
since 1981, wth perhaps one reduction. She noted that it is
difficult to determ ne whether an “arbitrary figure was there to
begin with” or the funding was based on actual costs. She said,
however, that the conpetitive grant process allows for new people
to come in and conpete, and assesses no-growth progranms. She said
there is “interesting information” avail able on who has been able
to attract new funding.
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Senat or Green conti nued sonme groups have acquired sophistication in
their funding endeavors while other groups have not. She voiced
concern that this inbal ance shoul d be addressed.

Senat or Hoffrman said he talked to the Chief Executive Oficer of
t he Yukon Kuskokwi m Heal th Corporation who said that, as a result
of these program cuts, there would be direct cuts in services.
Senat or Hof f man opi ned there woul d be nore reductions of services
in rural Alaska, and he felt the whole state should be treated
equal ly.

Senator Geen explained that because only two communities
(Anchorage and Fairbanks) oversaw their own grants, every other
area in the state was in the conpetitive grant process and were
subj ect to the same scrutiny. She expanded that through the grant
process, there could be sone efficiencies in funding through a
departnment or each BRU

Senator Hoffman remarked that all areas, both urban and rural

i ncl udi ng Anchorage and Fai rbanks, should be in the sane pool, wth
“one pot of funds and let them all conpete equally for those
dollars. That would be fair, and then you woul d see efficiencies”.
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Ofice of the Governor

Senat or Donl ey, Chair
Senat or Hal ford
Senator Kelly

Senat or 4 son

Senat or Pearce

Senator Donley said that the Governor’s Ofice budget target
establ i shed by the Senate Majority is $15, 536,800 general funds and
the Senate subcomm ttee’s recommendation is the sane as the House
of Representatives reconmendation. He said the nmain i ssue was how
to deal with $12.85 mllion in federal funds fromthe Conservation
and Reinvestnment Act (CARA) He said that, I|ike the House
subcommittee, the Senate subcomittee recomrended $100, 000 of these
funds be designated for the Governor’'s Ofice for determ ning how
to use the CARA noney.

He continued that the D vision of Elections was another area of
focus. He explained that since it was not an el ection year, there
was a reduction of five tenporary positions and one full tine
position in the Human Ri ghts Conmm ssion, but there was the addition
of fourteen tenporary positions in Elections due to redistricting.

Senator Donley stated that a mmjor change in this budget was the
transfer of +the International Trade and Market funding of
approximately $1 nmillion, from the Governor’'s Ofice to the
Department of Community and Econom c Devel opnent.

Leqgi sl ature

Senat or Donl ey, Chair
Senator Kelly

Senat or Hof f man
Senat or Pearce
Senat or Hal ford

Senator Donley said the subcommttee’s recomrendation of
$37,287,000 in general funds for this budget is the sanme as that of
the House. He inforned that this budget consisted of zero federal
funds and mnor transfers and adjustnments within the budget. He
detailed that the | argest of these adjustnents was the addition of
$250,000 of receipts to Legislative Audit to formalize a
rei mbursabl e services agreenent (RSA) with the Departnent of
Adm ni stration for auditing executive branch agencies. He continued
that the next |argest one was the transfer of interagency receipts
of $60,000 in Administrative Services for increased print shop
recei pts. He said the subconm ttee added one permanent full-tinme
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position to Adm nistrative Services for data processing and one
equi val ent position for Legislative Council. He said there was a
transfer of $11,000 for dues increases for NITSL and Energy Council .
He summari zed that there were a few other transfers that are | ess
t han $20, 000.

Co- Chair Donley announced that Senator Leman’s report on the
Departnent of Natural Resources, and Senator Ward and Senator
Austerman’s comm ttee reports woul d be heard the next day.

Uni versity of Al aska

Commttee of the Wole

Co-Chair Donley presented the close out of the University of Al aska
budget. He informed that the Commttee’s recomendati on was the
sanme as the House recommendati on of $193, 500,000 in Ceneral Funds.
He said that within the budget, the Conmttee recommended a change
to the Legislative Intern Programat the request of the University.
He continued that the University wished to renpbve the Intern
Program as a line item in the budget to be instead handl ed
internally. Co-Chair Donley stated that the Commttee supports that
request.

Co-Chair Donley clarified that on the FY 02 Senate Subconmmttee
wor ksheet, under University of Al aska Budget Reducti ons/Additions—
Systemwi de, General Fund columm, the Commttee reconmendation
anount woul d change from $9, 227,100 to $9, 363, 100. Co- Chair Donl ey
shared that this budget reflects a 5.08 percent increase over | ast
year.

Senator WIken questioned information referring to the Post
Secondary Education allocation of a $2 nmllion dividend that the
House had accepted, but that was not included in the Senate
Comm ttee recommendations. He asked how this would inpact the
overall increase the University would receive over FY 01

Co-Chair Donley replied the recormendati on before the Conmittee is
a $9.3 mllion general fund increase.

Senator W/l ken said he hoped to do nore for the university in
response to the pleas of nmany people and University President Mark
Hamlton’s mssion to nmake it a “university systemthe state can be
proud of.”

Senator Green made a notion to adopt the university subcommttee
report.
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Senat or Austernman objected to state for the record that he felt the
same as Senator W I ken. Senator Austerman said he plans to
readdress any concerns he m ght have about the University budget
when the budget conmes back before the Commttee.

There were no further objections and the University subconmttee
report was ADOPTED

Co-Chair Kelly nmoved to adopt the other previously discussed
subconm ttee reports of that day.

Co-Chair Donley stated there being no objections, the subcommttee
reports were ADOPTED.

Senator W/ ken provided the information on the four positions in
the Al aska Court System Budget that Senator Leman had asked about
earlier. He said the positions consisted of one project manager for
the Mental Health Court funded entirely by the Mental Health Trust,
and an attorney and two paral egals for the Anchorage pro se center
fully funded by Federal Funds.

Senator W/ ken thanked all of the people of the various departnents
and his staff who had worked hard, cooperatively, and respectfully
with his subcomm ttees on the budgets.

Co-Chair Donley thanked the Commttee and the staff for their

efforts on all the budgets.
#

ADJ CQURNIVENT

Co- Chair Dave Donl ey adjourned the neeting at 11: 06 AM
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