M NUTES
SENATE FI NANCE COW TTEE
March 27, 2002
9:41 AM

TAPES

SFC-02 # 44, Side A

CALL TO ORDER

Co- Chair Dave Donl ey convened the nmeeting at approxinmately 9:41 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senator Jerry Ward, Vice Chair
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

Senator Loren Lenan

Al so Attendi ng: NANCY SLAGLE, Director, D vision of Adm nistrative
Servi ces, Departnent of Transportation and Public Facilities;

Attendi ng via Tel econference: From Anchorage: JEFF JAHNKE, State
Forester, Division of Forestry, Departnment of Natural Resources

SUMVARY | NFORMATI ON

SB 291- SUPPLEMENTAL APPROPRI ATI ONS: FAST TRACK

The Commttee adopted a conmttee substitute, considered four
anendnent s and adopted one. The bill nmoved from Commttee.

#SB291
SENATE BI LL NO. 291

"An Act maki ng suppl enmental and ot her appropriations; anmendi ng
appropriations; and providing for an effective date."

Co-Chair Donley spoke to the proposed conmttee substitute. He
detailed the sections as foll ows.
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Section 1. $6,829.77 G- to the Al aska Court System Conmi ssion
on Judicial Conduct for FY 01 legal fees (this is the sane
amount and fundi ng source as contained in the original SB 291)

Section 2: (Section 2(a) of SB 291) $25,000 statutory
desi gnated programreceipts to the Al aska Sci ence & Technol ogy
Foundation for research contracts (this is the sanme anount and
fundi ng source as contained in the original SB 291)

Section 3:(Section 3 of SB 291) $172,200 G- to the Departnent
of Corrections to replace failed water well and punp at the
Pal mer Correctional Center (the funding source was changed
from Northern Tobacco Securitization Fund earnings to genera
fund; the requested anobunt renai ns unchanged)

Section 4:(Section 4(a) of SB 291) Medicaid Services: The
total amount requested is included in the supplenental;
however, the allocation of funds was changed fromthe origi nal
SB 291 as foll ows:

CGeneral Fund: $4, 570,000 G- (down from $12, 710,000 in SB 291);
Federal Funds: $114, 760,500 (up from $106, 618,000 in SB 291);
Stat utory Desi gnated Program Receipts: $23,903, 300 SDPR (sane
as requested in SB 291)

The general fund anmount represents the actual general fund
mat ch used to pay FY 01 clains. The balance of the G- in the
original SB 291 was an estimate of the match required for the
rest of FY 02. The departnment is working on strategies to
reduce the required G- match and a |ower amount may be
possi bl e. The total anmbunt of spending authority covers
provider clains and allows the departnent to initiate the
“fair share” programfor FY 02.

Section 5: $1,438,500 GF to the Al aska Marine H ghway System
Fund (this is one-half of the anpbunt requested in SB 291)

Section 6: (Section 7 of SB 291) Reappropriation of $310, 100
fromthe Kalgin Island Il, Caribou HIIls, South N nilchik-Done
View and South Ninilchick Block tinber sales in the Kena
Peni nsul a now to be used for Kenai Peninsula Wldfire Ri sk.

Section 7: (Section 8 of SB 291) $25,000 to the Ofice of the
Governor, Division of Elections for costs of statew de primary
official election panphlets.

Co-Chair Donl ey shared he had conversations with the Ofice of the
Governor regarding this item and he explained the new prinmary
el ection process and the need to educate voters. He noted an
initiate to change the primary election process would al so be on
the primary el ection ballot.
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Section 8: (Section 9(a) of SB 291) Appropriates 3.5% of the
PCE Endownent bal ance as of 2/1/01 for the FY 02 PCE program
approxi mately $3,531,100. (This is one-half of what was in SB
291).

Section 9(a)(1) — 9(a)(4): (Section 10(a)(1) - 10(a)(4) of SB
291) $267,200 G- to pay for rental space and other costs for
four DOT&PF mai nt enance stations (these sections are the sane
as contained in the original SB 291)

Section 10: $2, 000,000 G- to the Departnment of Comunity and
Econom c Devel opnment to be used as a grant to the Al aska
Travel Industry Association for marketing efforts to mtigate
the economc effects from the Septenber 11, 2001 terrorist
attacks.

Section 11(a): Appropriates $800,000 University Receipts
(Natural Resources Fund) for the Lena Point Fisheries & Ccean
Sciences Facility (this is the same as contained in the
original SB 291)

Section 11(b): Renanes the scope of the U of A Bionedical
Facilities/d assroom Renovati ons/ Housi ng Saf ety Upgrades/ Pool
Repl acenent to include HVAC Piping Replacenent Phases 1-4
(this is the same as contained in the original SB 291)

Co- Chair Donley noted Section 11 (b) involves no additional funds,
but rather "expands the explanation”™ of how the funds could be
expended.

Section 12: Specifies that the appropriations to the Mrine
H ghway System Fund (Section 5) and the Power Cost
Equal i zation Fund (Section 8) are fund capitalizations and do
not | apse. Specifies that the appropriations to the Departnent
of Corrections (Section 3), Natural Resources (Section 6) and
Uni versity (Section 10(a)) are for capital projects and | apse
under AS 37.25.020.

General Funds = $8,479, 700 (down from $19, 848,400 in SB 291)
Federal Funds = $114, 760,500 (up from $106, 618,000 in SB 291)
Ot her Funds = $28, 259,400 (down from $33, 289,100 in SB 291)

Senator Ward noved for adoption of the CS SB 291 (FIN), 22-GS2102\L
as a working draft.

There was no objection and the commttee substitute was ADOPTED as
a working draft.

Amendnent #1: This conceptual anmendnent reads as foll ows.
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Make the |apse date for Section 6 DEPARTMENT OF NATURAL
RESOURCES reappropriation for Kenai Peninsula wildfire risk
reduction June 30, 2004.

JUSTI FI CATION: One of the concerns |'ve heard is that this
project needs to be acconplished tinely. The | apse provision
under Section 12 is for the life of the project, neaning
(according to drafter George Uternohle) that if it takes the
departnment 20 years to do the project, then absent another
reappropriation of the sane noney, the project cold continue
until conpl eted.

It is likely the departnent's intent to acconplish this
project quickly, and I'd like to augnent that intent with a
specific |lapse date to ensure the wildfire risk reduction is
acconpl i shed soon.

Senat or Ward noved for adoption of the anmendnent sponsored by
hi nsel f and Senator Lenman.

Co- Chair Donl ey explained this amendnent specifies a | apse date of
this appropriation.

AT EASE 9:47 AM/ 9:47 AM
Senat or Hof f man requested further explanation.

JEFF JAHNKE, State Forester, Division of Forestry, Departnent of
Nat ural Resources, testified via teleconference from Anchorage and
detailed the 1997 capital inprovenent project (CIP) appropriation
to undertake four large tinber sales |ocated on the Kenai
Peninsula. He furthered the Departnment sold approxinmately 14
mllion feet, but because of "drastic market changes" the renaining
three sales were no long marketable. At the sane tine, he noted,
efforts have been made by the Kenai Peninsula Borough to address
wi | dfire hazards caused by the Spruce Bark Beetle. He stated the
intent is to expend the bal ance of the CIP appropriation to better
address the wildfire hazard of areas near comunities.

Senator Hoffman clarified the original appropriation related to
tinber sales rather than primarily for fire suppression, although
t he acconplishnment is the sane.

M. Jahnke affirmed and explained the intent is to "renove tinber
where we can" through tinber sales and at the sane tine provide
protection fromw ldfires to adjacent conmunities.

W t hout objection the anendnment was ADOPTED.
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Senat or Hof f man comented on the inportance of fully funding the
Power Cost Equalization (PCE) program which is critical to rura
Al aska, as opposed to "piece-nealing and stringing al ong".

Anendnent #2: This anmendnment inserts a new bill section on page 2,
followwng line 8 of the commttee substitute to read as foll ows.

Section 5. POMNER COST EQUALIZATION. (a) The sum of
$1, 100,000 is appropriated fromthe general fund to the power
cost equalization and rural electric capitalization fund (AS
42.45.100).

(b) The sum of $1, 100,000 is appropriated formthe
power cost equalization and rural electric capitalization fund
(AS 42.45.100) to the Departnment of Community and Econom c
Devel opnent for the power cost equalization program for the
fiscal year ending June 30, 2002.

Senat or Hof f man noved for adoption and expl ained this appropriation
is to conpensate for increased fuel costs. He pointed out these
funds are included in the Governor's proposed regul ar suppl enent al
budget and inforned he would withdraw this amendnment if it is the
Committee's intent to fund the increnent in the |ater budget.

Co-Chair Donl ey expressed his intent to continue addressing the PCE
endownent fund and the PCE program to ensure success and self-
sufficiency. He qualified he was unable to "nmake an absolute
commtnment at this tine."

Senator Hoffman interjected the purpose of this anmendnent 1is
primarily to address increased fuel costs for nultiple prograns. He
asked if the intent is to fund these expenses in the regular
suppl enent al budget .

Co-Chair Donley responded the |l egislation before the Conmttee is
the fast track supplenmental and noted it contains funding needed
i medi ately to keep progranms operational. He anticipated further
di scussions on these itens in relation to the regul ar suppl enenta
budget .

Senat or Hof f man conmmented that although this bill is titled "fast
track supplenental” this is the 73rd day of the |egislative
session. He noted the FY 01 fast track suppl emental had passed both
bodi es and was transnitted to the Governor by the 40'" | egislative
day of the previous session.

Senat or Hof fman W THDREW hi s notion to adopt the anmendnent.
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Amendnent #3: This anmendnent inserts a new bill section on page 3
following line 20 of the commttee substitute to read as foll ows.

Section 12. LEQ SLATIVE COUNCI L. (a) The sum of $474, 000
is appropriated from the general fund to the Legislative
Council for the Redistricting Board for operations for the
fiscal year ending June 30, 2002.

Senat or Hof f man noved for adopti on.
Senat or WArd obj ect ed.

Senat or Hoffrman spoke to the notion, enphasizing the additiona
work required of the Redistricting Board, given the Al aska Suprene
Court decision rejecting portions of the proposed redistricting
plan. He informed of the April 1, 2002 deadline to resubmt the
pl an. Therefore, he asserted it is advisable to provide adequate
funds to performthese constitutionally mandated duti es.

Senat or Ward asked the anount of attorneys' fees and costs rel ated
to the actions of the Redistricting Board that the state is
obl i gated to pay.

Senat or Hof f man was unsure.

Co-Chair Donley detailed the efforts of the Redistricting Board
utilizing funds appropriated by the Legislature.

Co-Chair Donley shared that a letter was received fromtwo nenbers
of the Board suggesting that because the majority of the Board was
"so politically notivated and ruthless in their spending to reach
their partisan, political objectives in producing the first plan,”
addi tional funds should not be appropriated toward their efforts.
Co-Chair Donley surmsed the letter indicated concerns about the
fiscal accountability of the Board. He remarked the Board had
al ready overspent the anount originally appropriated and had
requested authority fromthe Legislative Affairs Agency to expend
addi ti onal funds, and were denied that authority.

Co-Chair Donley noted the Board did not adopt a plan it had witten
but rather adopted a plan from a "very partisan" outside
organi zation that was funded by anonynous donors. Because of this
"reckless, politically bias partisan behavior", he surm sed the
state would probably be liable for over one million dollars in
public interest litigant fees for the groups who chall enged the
pl an and prevail ed.

Co-Chair Donley informed that various nethods to address
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accountability are under consideration. He remarked the current
process is flawed because of the ability of the Board to expend
funds with a three-nenber vote. He stated this resulted in the
three appointees "of a particular political philosophy" able to
control the spending wthout consulting with the remaining two
nmenbers of the Board. He expressed that a nethod to require a four-
menber vote to expend funds is being "explored” to ensure the
process is | ess partisan.

Co-Chair Donl ey shared the Senate Leadership is considering funding
a |l esser anount using existing funds in the Legislative budget. He
admtted there is a need for travel and staffing, although he
poi nted out the Board should have alternate redistricting plans on
hand and the entire anount requested woul d not be necessary.

Co- Chair Donley nentioned the Board held public hearings, and he
commented, "they chose to ignore nost of the testinony."”

Senator Ward mai ntained his objection to adoption of the anmendnent,
given Co-Chair Donley’s comments. He asked if there is a record of
t he amount of funds spent by corporations to influence the actions
of the Board.

Co-Chair Donley replied that a conplaint was filed with the Al aska
Public Ofices Commssion (APOC) and the group subsequently
reported the sources of their contributions.

Senat or Ward pointed out a |ist of individual contributors exists
but he enphasized that corporate entities are behind the individual
contributions. He spoke to the "outside interests influencing the
State of Al aska" and the undiscl osed anount of noney that was spent
by these entities. He questioned the public accountability and the
state’s liability for the | egal expenses.

Senat or Hof f man agreed public process is necessary and he spoke to
the legislative action that restructured the appoi nt nent process of
the Redistricting Board. He noted this restructuring specified the
Board could take action through a sinple nmjority vote. He
asserted, "W shouldn't be put into a position where after we don't
| i ke the outconme that we need to change the rules.™

Senator Ward qualified that when he voted for that |egislation, he
did not anticipate the corporate effort to wite a redistricting
pl an, and present it for approval by three nenbers of the Board
W t hout public review or coment.

Co-Chair Donley clarified his earlier statenents that he intended
to inpose standards to inprove the accountability of the Board's
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expenditures by requiring at |east four nmenbers' approval.

Senat or A son asked the approxi mate of funds the Board has spent to
dat e.

Co-Chair Donley said this figure would be provided. He understood
the original contract for attorney fees al one was between $400, 000
and $500, 000 and the Board al so has three staff nenbers, travel,
public neetings and ot her expenditures. He noted the request is for
an additional $200,000 for attorney fees and that additional funds
woul d be necessary for staffing, travel and public neetings. He
hoped the Board would author a new plan rather then allow an
outside entity submt one.

Aroll call was taken on the notion.
I N FAVOR: Senator Hof f nan and Senator d son

OPPCSED: Senator Green, Senator Ward, Senator WI ken, Senator
Aust erman and Co- Chair Donl ey

ABSENT: Senat or Leman and Co-Chair Kelly
The notion FAILED (2-5-2)
The amendnent FAILED to be adopt ed.

Amendrent #4: This anendnent changes the funding source fromthe
power cost equalization endowent fund to general funds in Section
8. PONER COST EQUALI ZATION., on page 2, line 23 of the conmttee
substitute.

Senat or Austerman voi ced concern that the Power Cost Equalization
(PCE) endownent would continue to be spent down and he noved for
adoption of the anendnent.

Senat or Green obj ect ed.

Senator Ward asked if efforts have been made to secure funds ot her
than fromthe general fund.

Senat or Austerman had not, but suggested there could be funds
avai l able fromthrough an Al aska I ndustrial Devel opnent and Export
Authority (AIDEA) dividend or from the Al aska Science and
Technol ogy Foundati on (ASTF).

Senator Ward noted he objected to the anendnent but clarified if
anot her funding source were identified, he would support this
request. He stated he agrees with the intent of the anmendnent.
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Senator Austerman replied that it was recognized when the PCE
endowrent was created that it would not generate adequate incone to
operate the program for a couple of years. He commented that
general funds are often appropriated for itens that originally were
pl anned to be funded from ot her sources.

Senat or Ward shared he knew of sonme possible alternative funding
sources for PCE that he woul d consider.

Aroll call was taken on the notion.
I N FAVOR: Senator Hof fman, Senator O son and Senat or Austernman

OPPCSED: Senat or Ward, Senator WI ken, Senator Green and Co-Chair
Donl ey

ABSENT: Senat or Leman and Co-Chair Kelly
The notion FAILED (3-4-2)
The amendnent FAILED to be adopt ed.

Senator Ward offered a notion to report CS SB 291 (FIN) from
Commi ttee.

Senator Green referenced Section 9, relating to rental space and
costs associated wth vacating current facilities for the
Departnent of Transportation and Public Facilities naintenance
stations, and asked if all the listed facilities were to be vacated
or whether sone were "sinply maintained".

NANCY SLAGLE, Director, Division of Admnistrative Services,
Department of Transportation and Public Facilities, that the
facilities have either been vacated or are in the process of being
vacated. She stated the Chandalar facility has actually been
denol i shed and that a tenporary structure has been purchased and is
in use at that |ocation. She continued that other |ocations have
been rented. She noted the None facility is the only facility still
occupied, as a new facility has not been | ocated. She spoke to the
safety concerns related to the original facilities. She described
the conditions of the tenporary facility in Wllow, noting it has
no restroom

Senator W1l ken observed that the subject of PCE "has taken
consi derabl e amount of tine" in this Commttee and he asked the
status of the acquisition of National Petroleum Reserve-Al aska
(NPRA) grants for the endownent.
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Co-Chair Donley replied he did not expect an appropriation from
NPRA in the near future because of current federal requirenents
that give priority to the requests of |ocal commnities.

Senator O son noted the funds are utilized for other necessary
priority services such as public safety, water and sewer prograns.

Senator W/ ken asked if there has been interest fromcomunities to
relinquish the funds for the "good of the PCE fund" and |ocate
funds el sewhere for those projects.

Senat or Hof f man hypot hesi zed if Fairbanks were allocated a certain
anount of funds each year, whether that community would forfeit
that noney to the rest of the state when there are priority itens
that are unattended in Fairbanks. He stressed the oil activities
have had substantial inpact on the conmunities of the North Sl ope
and the NPRA grants are intended to offset those inpacts. He

rem nded of the $9 mllion these conmunities "gave up" at the
request of Senator Adans, which was a hardship because of the
identified need for $70 million for other projects.

Senator Wl ken replied the question is irrel evant because Anchorage
and Fairbanks are not benefited fromthe PCE program He countered
the NPRA funds are not currently used for public safety, water,
sewer, etc., but rather for "fluff" projects. He wanted to know i f
these comunities have been asked to forego the grants, because
Senator Adans had indicated they would be requested to do so to
benefit the PCE program He stated this was a factor in the passage
of the legislation establishing the PCE endowrent in 1999. He
suggested other revenue sources mght be found for the |[ocal
projects and that if the communities were asked to relinquish the
grants, they mght do so. He asserted, "A prom se made is a debt
unpai d. "

Senator Austerman commented he has taken a hard stand to
restructure the PCE programto be eventually self-sufficient. He
was unaware of the details of Senator Adanis commtnent, as he was
not in the Senate at the tine it was made. Senator Austernan
stressed however, that because of Senator Adamis efforts, $9.4
mllion NPRA funds were deposited into the PCE endowrent. Senator
Austerman did not know whether the agreenent included continuing
this annual ly.

Senat or Aust er man suggested accounting the NPRA funds to show how
much is avail able. He understood that because no new | eases have
been granted and subsequently there is no new revenue for the NPRA

only $1.2 to $1.5 mllion would annually be available for the
state. He remarked the NPRA grants are therefore inadequate to
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"plug the PCE hole" and this debate could be irrel evant.

Senat or O son answered Senator W/ ken's question, stating that he
di d not know of any requests to communities to relinquish the NPRA
grants to the PCE endowrent. He remarked it is inappropriate to
hol d hi m accountabl e for the actions of his predecessor.

There was no objection and the bill MOED from Committee.

Senator Ward shared that during the recent Departnent of
Adm ni stration budget subcommttee neeting, discussions were held
regarding prioritizing the activities of the Departnent. He stated
t here had been m scomuni cations, resulting in an agreenent to set
priorities for those efforts that are constitutionally mandat ed.

Co-Chair Donley responded to Senator Hoffman's comments about
whet her Fai rbanks woul d forego receiving funds allocated to it. Co-
Chair Donley infornmed this did occur in the formof a $50 mllion
transfer fromthe Railbelt Energy Fund.

Senat or Hof fman remenbered it as a one-tinme appropriation and that
the current situation would require communities to continually
relinquish fund on a long-termbasis. He predicted this would not
gain approval fromthe affected conmunities.

#
ADJ QURNIVENT

Co- Chair Dave Donl ey adjourned the neeting at 10:28 AM
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