M NUTES
SENATE FI NANCE COWM TTEE
April 24, 2002
8: 42 PM

TAPES

SFC-02 # 76, Side A

CALL TO ORDER

Co- Chair Dave Donl ey convened the nmeeting at approxinmately 8:42 PM
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

Al so Attending: DAVID TEAL, Director, D vision of Legislative
Fi nance;

Attending via Tel econference: From Of-Net Site: LUCI NDA KNOPP

SUMVARY | NFORNMATI ON

HB 402- ALASKA TEMPORARY ASSI STANCE PROGRAM

The Commttee heard public testinony and the bill noved from
Conmittee.

HB 403- APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
SB 288- APPROP: MENTAL HEALTH BUDGET

HB 404- APPROP: MENTAL HEALTH BUDGET

SB 289- APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

The Comm ttee considered and adopted two anendnents. The bill was
held in Commttee.

#HB402
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SENATE CS FOR CS FOR HOUSE BI LL NO. 402( HES)

"An Act relating to diversion paynents, wage subsidies, cash
assi stance, and self- sufficiency services provided under the
Al aska tenporary assistance program relating to the food
stanp program relating to child support cases that include
persons who receive cash assistance or self-sufficiency
services under the Al aska tenporary assistance progran and
providing for an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

LUCI NDA KNOPP testified via teleconference from an off-net site
that this |l egislation would enable her to work, earn a salary and
continue to receive benefits. She infornmed that she and her husband
are disabled and require these benefits.

Co-Chair Kelly offered a notion “nove House Bill 402 from Conmmittee
wi th individual recommendati ons and acconpanying zero fiscal note.”

There was no objection and SCS CS HB 402 (HES) MOVED from Comm ttee
with a zero fiscal note #1 dated 2/14/02 from the Departmnent of
Heal t h and Soci al Services.

#HB403
#SB289
#HB404
#SB288

CS FOR HOUSE BILL NO. 403(FIN am(brf sup nmaj fld)(efd fld)
"An Act meking appropriations for the operating and | oan
program expenses of state governnent, for certain prograns,
and to capitalize funds."

SENATE BI LL NO. 289

"An Act meking appropriations for the operating and | oan
program expenses of state governnment, for certain prograns,
and to capitalize funds; making appropriations under art. |X
sec. 17(c), Constitution of the State of Alaska, from the
constitutional budget reserve fund; and providing for an
effective date.”

CS FOR HOUSE BILL NO 404(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."
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SENATE BI LL NO. 288

"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."

MULTI #1: This anmendnent to SCS CS HB 403, 22-LS1295\R, replaces
the | anguage in Section 10 on page 53, following line 6 to read as
fol | ows.

Sec. 10. LEQ SLATIVE I NTENT AND FINDI NGS. (a) It is the
intent of the legislature that the anmounts appropriated by
this Act are the full anmounts that will be appropriated for
t hose purposes for the fiscal year ending June 30, 2003.

(b) The noney appropriated by this Act may be expended
only in accordance with the purpose of the appropriation under
whi ch the expenditure is authorized. Money appropriated by
this Act may not be expended for or transferred to a purpose
ot her than the purpose for which the appropriation is nmade
unl ess the transfer is authorized by the legislature by |aw
See, Alaska Legislative Council v. Knowes, 21 P.3d 367
(Al aska 2001). Al appropriations made by this Act are subject
to AS 37.07.080(e). A paynment or authorization of a paynent
not authorized by this Act may be a violation of AS 37.10.030
and may result in action under AS 37.10.030 to make good to
the state the amount of an illegal, inproper, or incorrect
paynent that does not represent a |egal obligation under the
appropriation invol ved.

Thi s anmendnent al so del etes the | anguage in Section 15 on page 54
lines 14 through 31 and page 55 lines 1 through 8 and inserts new
| anguage to read as foll ows.

Sec. 15. ALASKA HOUSI NG FI NANCE CORPORATION. (a) The board of
directors of the Alaska Housing Finance Corporation
anticipates that the net income from the second preceding
fiscal year will be available in each of the fiscal years 2004
t hrough 2008. During fiscal year 2003, the board of directors
anticipates that $103,000,000 will be nade available for
paynment of debt service, appropriation for capital projects,
and transfer to the Alaska debt retirenment fund (AS
37.15.011). O that anmpunt, approximately $84,299,967 will be
retai ned by the corporation for the foll ow ng purposes:

(1) $1,000,000 for debt service on University of
Al aska, Anchorage, dormtory construction, authorized under
ch. 26, SLA 1996;

(2) $37,986,612 for debt service on the bonds
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aut hori zed under sec. 2(c), ch. 129, SLA 1998;

(3) $12,013,355 for debt service on the bonds
aut hori zed under sec. 10, ch. 130, SLA 2000;

(4) $33,300,000 for capital projects.

(b) After deductions for the itens set out in (a) of this
section are nmade, any renaining balance of the $103, 000, 000
anticipated by the board of directors of the Al aska Housing
Fi nance Corporation to be available in the fiscal year 2003 is
appropriated to the Alaska debt retirenent fund (AS
37.15.011).

Thi s anendnent al so increases the anount appropriated to Learning
Qpportunity Grants from $12, 372,000 to $16, 510,000 in Section 24 on
page 58, |ine 4.

Thi s anmendnment also inserts a subsection to Section 24. LEARN NG
OPPORTUNI TY GRANTS., on page 58, following line 15 to read as
foll ows.

(b) The unexpended and unobligated general fund bal ance
of that portion of the appropriation made by sec. 1, ch. 60,
SLA 2001, page 11, line 30, that is allocated on line 31
(Foundation Program - $665,017,700) is reappropriated to the
Depart ment of Education and Early Devel opment for the fiscal
year endi ng June 30, 2003, for paynent as |earning opportunity
grants to the school districts based on the school district's
average daily nenbership to pay for instructional prograns
i ntended to i nprove student perfornmance. Learning opportunity
grants wll provide the opportunity to nove schools toward
st andar ds- based education, including vocational education
prograns. The increased funding in available to pay for costs
associated with inproving student performance by devel opi ng
st andar ds- based  prograns, including inplenentation of
standards, aligning student assessnment to standards, adopting
i nstructional nodels based on basic skills, perfornmance tasks,
and projects, and adopting a standards-based reporting system
Acconplishing this goal nmay include acquisition of textbooks
and ot her educational materials.

This anendnent also inserts a new bill Section 41 on page 64
following line 18 to provide that Section 24 (b) takes effect June
30, 2002.

Thi s anendnent al so reduces the general fund appropriation to the
Al aska debt retirement fund (AS 37.15.011) from $27,710,800 to
$14, 663,600, in Section 34 (c) on page 62 line 2.

This anmendnent also deletes Section 34(k) on page 63, lines 2
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through 10 and inserts four subsections to read as foll ows.

(k) The sum of $2,061,400 is appropriated from the
t obacco use education and cessation fund (AS 37.05.580) to the
Al aska debt retirenment fund (AS 37.15.011).

(1) The sum of $100,000 is appropriated from the
investnment loss trust fund (AS 37014.300) to the Al aska debt
retirement fund (AS 37.15.011).

(m The sum of $783,100 from the fiscal year 2003
dividend that is declared by the Alaska Commi ssion on
Post secondary Education is appropriated from the education
| oan fund (AS 14.42.210) to the Al aska debt retirenment fund
(AS 37.15.011).

(n) The bal ance, including unobligated and unencunbered
earnings, of the international trade and busi ness endowrent
(AS 37.17.400) on July 1, 2002 is appropriated to the Al aska
debt retirenment fund (AS 37.15.011).

This anmendnent al so increases the appropriation of fee supported
services funds to the State Health Services Budget Request Unit
(BRU), Community Health/Enmergency Medical Services conponent on
page 21, lines 14 and 15, to increase the total allocation from
$17,833,000 to $17, 933, 000.

This anmendnent also inserts a new bill section on page 57,
following line 26 to read as foll ows.

Sec. 23. DEPARTMENT OF HEALTH AND SOCI AL SERVI CES. The
anount appropriated to the Departnent of Health and Soci al
Services for community heal t h/ emergency nedi cal services under
the appropriation for state health services in sec. 1 of this
Act includes the unexpended and unobligated receipts from
busi ness |icense endorsenent fees collected under AS 43.70.075
by the Departnent of Community and Econom c Devel opnment during
the fiscal years ending June 30, 2002, and June 30, 2003.

This anendnent also inserts a new bill Section 42 on page 64
following line 18 to provide that the new Section 23 takes effect
June 30, 2002.

This amendnent also inserts intent |anguage to the Departnent of
Labor and Workforce Devel opnent, Labor Standards and Safety BRU
Al aska Safety Advisory Council conponent on page 24 lines 12 and 13
to read as foll ows.

The amount appropriated by this appropriation includes the

unexpended and unobligated bal ance on June 30, 2002, of the
Depart ment of Labor and Workforce Devel opnent, Al aska Safety
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Advi sory Council receipts under AS 18.60. 840.

Acconpanyi ng expl anatory | anguage to this portion of the anendnent
reads as foll ows.

Thi s anmendnent is identical to | anguage the House accepted and
provi des the Al aska Safety Advisory Council the ability to
expend receipts received for the Governor’s annual safety
conf er ence.

This anmendnent also inserts intent |anguage to the Departnent of
Nat ural Resources, Forestry Mnagenent and Devel opnent BRU and
conponent on page 28 lines 9 through 12 to read as fol |l ows.

The anount appropriated by this appropriation includes the
unexpended and unobligated bal ance on June 30, 2002, of the
ti mber receipts accounts (AS 38.05.110).

Acconpanyi ng expl anatory | anguage to this portion of the anendnent
reads as foll ows.

Thi s anendnent is identical to | anguage the House accepted and
provides the Forestry Mnagenent and Devel opnent i ncreased
ti mber receipt authority.

Thi s anendnment al so adds and del etes funds in the anmounts specified
to agencies as follows.

Departnent of Adm nistration

Mot or Vehi cl es BRU and conponent
Page 5, lines 17 and 18
$100, 600 general funds
281, 700 CGeneral Fund Program Recei pts

Department of Comrunity and Economi ¢ Devel opnent

Communi ty Assi stance & Econom ¢ Devel opnment BRU
Communi ty and Busi ness Devel opnent conponent
Page 6, lines 13 and 14

($160, 000) general funds

Communi ty Assi stance & Econom ¢ Devel opnent BRU
I nternational Trade and Mar ket Devel opnent conponent
Page 6, lines 15 and 16

$100, 000 general funds

Insert intent |anguage to read, “This appropriation
i ncl udes $100,000 for a grant to a naned recipient, the
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Wrld Trade Center, for a project devel opnent grant.
Departnent of Corrections

Adm ni stration and Operations BRU
Agency- W de Unal | ocat ed Reducti ons new conponent
Page 9

$1, 000, 000 general funds

Depart ment of Education and Early Devel opnment

K-12 Support BRU
Foundati on Program conponent
Page 11, line 15

$4, 138, 000 general funds

Note: This transaction brings LOG [Learning
Qpportunity Gants] to a total of $16.51 million. This
anount plus a reappropriation of FY 02 |apsing bal ance
brings LOGs to a total of $23.32 million, which offsets
inflation of 2.9 percent.

Teachi ng and Lear ni ng Support BRU
Quality School s conponent
Page 11, line 26

$130, 000 general funds

Kot zebue Technical Center Operations Gant BRU and
conponent
Page 12, lines 29 through 32
$470, 000 general funds
(470, 000) ACPE [ Al aska Conmm ssion on Postsecondary
Education] Divi dend

Al aska Post secondary Educati on Comm ssi on BRU
WMM  Medi cal Educati on conponent
Page 13, |ine 27

$63, 100 general funds

(63,100) ACPE Dividend

Depart ment of Environnmental Conservation

Environnental Health BRU
Food Safety & Sanitation conponent
($ 654,000) Federal Receipts
613, 200 general funds
( 1,576,100) GF Program Recei pts
1,576, 100 Recei pt Supported Services
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Envi ronnental Health BRU
Solid Wast e Managenent conponent
Page 11, line 10

$230, 400 general funds

(230, 400) G- Program Recei pts

Air and Water Quality BRU
Air Quality conponent
Page 14, |line 14
($175, 000) Federal Receipts
25,000 G- Program Recei pts
150, 000 general funds

Non- Poi nt Source Pol lution Control BRU and conponent
Page 14, lines 21 and 22
$715, 400 Federal Receipts

Department of Fish and Gane

Comm ssioner’s Ofice BRU
Agency-w de Unal | ocat ed Reducti on new conponent
Page 15, following line 13

(%1, 485, 700) general funds

Commerci al Fi sheries BRU
Westward Regi on Fi sheries Managenent conponent
Page 15, lines 24 and 25

$741, 000 general funds

Commerci al Fi sheries BRU
Headquarters Fi sheri es Managenent conponent
Page 15, lines 26 and 27

$744, 700 general funds

Departnent of Health and Social Services

Publ i c Assistance BRU
Adul t Public Assistance conponent
Page 18, |line 18

($1, 250, 000) general funds

Medi cal Assi stance BRU
Medi cai d Servi ces conponent
Page 18, |ine 28
(%3, 230, 000) general funds
(1, 000, 000) Tobacco Educati on

Pur chased Servi ces BRU
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Foster Care Special Need conponent
Page 19, line 31
($250, 000) general funds

Pur chased Services BRU
Subsi di zed Adoptions & CGuardi anshi p conponent
Page 20, lines 3 and 4

($1, 500, 000) general funds

State Health Services BRU
Tobacco Prevention and Control conponent
Page 21, lines 23 and 24

$1, 000, 000 Tobacco Educati on

Al cohol and Drug Abuse Services BRU
Al cohol and Drug Abuse Treatnent G ants conponent
Page 21, lines 31 and 32

$1, 000, 000 general funds

Depart ment of Labor and Workf orce Devel opnent

Labor Standards and Safety BRU
Wage and Hour Adm ni stration conponent
Page 24, line 8

($102, 000) general funds

Labor Standards and Safety BRU
Mechani cal | nspection conponent
Page 24, line 9

($110, 000) general funds

Departnment of Mlitary and Veterans Affairs

Local Energency Planning Conmttee Gants BRU
Local Energency Planning Commttee conponent
Page 26, lines 30 and 31

$50, 000 general funds

(50,000) ILTF [Investnment Loss Trust Fund]

Al aska National Guard Benefits BRU
Educati onal Benefits conponent
Page 27, line 13
$250, 000 general funds
(250, 000) ACPE Di vi dends
Department of Natural Resources

G| and Gas Devel opnent BRU and conponent
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Page 28, line 14
$400, 000 general funds
(400, 000) I/A [Inter-Agency] Receipts

Par ks and Recreation Managenent BRU
Par ks Managenent conponent
Page 28, line 31
($1, 445,000) GF Program Receipts
2,225,800 Receipts Supported Services

RS2477 Navigability Assertions & Litigation Support BRU
and conponent
Page 29, lines 13 through 15
$150, 000 general funds
(75, 000) CIP [Capital | mpr ovenent Proj ect]
Recei pts

Department of Public Safety

Al aska State Troopers BRU
Search and Rescue conponent
Page 30, line 26
$50, 000 general funds
(50,000) ILTF

Al aska State Trooper Detachnments BRU and conponent
Page 30, lines 31 and 32
$2, 200, 000 general funds

St at ewi de Support BRU
Al aska Crimnal Records and ldentification conponent
Page 31, lines 31 and 32

$200, 000 Recei pts Supported Services

Departnent of Revenue

“Repl ace all non-general fund year three salary
reducti ons renoved by the subcommttee.”

Department of Transportation and Public Facilities

SFC- 02

St atewi de Facility Mintenance and Operations BRU
Central Region Leasing and Property Managenent conponent
Page 35, lines 24 and 25

$46, 200 G- Program Recei pts

Statewi de Facility Maintenance and Operations BRU
Nort hern Regi on Leasing and Property Managenment conponent
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Page 35, lines 26 and 27
$16, 100 GF Program Recei pts

Traffic Signal Managenent BRU and conponent
Page 35, line 29
$362, 700 general funds

H ghways and Avi ati on BRU
Central Region H ghways and Avi ati on conponent
Page 36, lines 13 and 14
$359, 200 general funds
130, 000 GF Program Recei pts

H ghways and Avi ati on BRU
Nort hern Regi on Hi ghways and Avi ati on conponent
Page 36, lines 18 and 19

$729, 500 general funds

H ghways and Avi ati on BRU
Sout heast Regi on Hi ghways and Avi ati on conponent
Page 36, lines 20 and 21

$41, 100 general funds

University of Al aska

Uni versity of Al aska BRU
Budget Reducti ons/ Additi ons-Systemud de conponent
Page 37, lines 32 and 33

$8, 000, 000 general funds

Al aska Court System

Al aska Court System BRU
Appel | ate Courts conponent
Page 38, |ine 29

$96, 700 general funds

Al aska Court System BRU
Trial Courts conponent
Page 38, line 30
$747, 600 general funds
25,000 MHTAAR [Mental Health Trust Authority
Aut hori zed Recei pts]

Al aska Court System BRU
Agency-w de Unal | ocat ed Reducti on conponent
Page 38, lines 32 and 33

$1, 655, 700 general funds
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This amendnent also nakes necessary conforming changes to
i ncorporate the provisions of this anendnent into the bill

This anmendnent also states that HB 262- STATE PROGRAM RECEI PTS/
BLDG SAFETY ACCT woul d be anended to reflect fund source changes
from general fund program receipts, funding source 1005, to
recei pts supported services, funding source 1156, to the follow ng
conponents of the Departnent of Health and Social Services in the
anount s i ndi cat ed.

Medi cal Assi stance BRU

Medi cai d Servi ces conponent
Add: $364, 000 Recei pt Supported Services
Del ete: $364, 000 GF Program Recei pts

Public Assi stance Adm ni stration BRU and conponent
Add: $42,000 Recei pt Supported Services
Del ete: $42,000 G- Program Receipts

Pur chased Services BRU

Foster Care Base Rate conponent
Add: $991, 500 Recei pt Supported Services
Del ete: $991, 500 G- Program Receipts

State Health Services BRU

Nur si ng conponent
Add: $112,100 Recei pt Supported Services
Del ete: $112, 100 GF Program Recei pts

State Health Services BRU

Mat ernal Child and Fam |y Heal th conponent
Add: $340, 500 Recei pt Supported Services
Del ete: $237,700 G- Program Receipts

State Health Services BRU

Community Health and Energency Medi cal Services conponent
Add: $151, 000 Recei pt Supported Services
Del ete: $51, 000 G- Program Receipts

State Health Services BRU

Publ i c Heal th Laboratories conponent
Add: $72, 700 Recei pt Supported Services
Del ete: $72,700 G- Program Receipts

Al cohol and Drug Abuse Services BRU

Al cohol Safety Action Program conmponent
Add: $650, 800 Recei pt Supported Services
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Del ete: $150, 800 GF Program Recei pts

Institutions and Adm ni stration BRU
Ment al Heal t h and Devel opnent al Disabilities
Adm ni stration conponent

Add: $10, 100 Recei pt Supported Services

Del ete: $10, 100 G- Program Receipts

This anmendnent also states that HB 262- STATE PROGRAM RECEI PTS/
BLDG SAFETY ACCT woul d be anended to reflect fund source changes
from general fund program receipts, funding source 1005, to
recei pts supported services, funding source 1156, to the follow ng
conponents of the Departnment of Transportation and Public
Facilities in the amounts indicated.

Adm ni strative Services BRU

Regi onal Adm nistrative Services conponent
Add: $155, 000 Recei pt Supported Services
Del ete: $150, 000 GF Program Recei pts

St at ewi de Avi ati on BRU and conponent
Add: $226, 300 Recei pt Supported Services
Del ete: $226, 300 GF Program Recei pts

Desi gn and Engi neering Services BRU

Central Design and Engi neering Services conponent
Add: $234,500 Recei pt Supported Services
Del ete: $234,500 G- Program Receipts

Desi gn and Engi neering Services BRU

Nort hern Design and Engi neering Services conmponent
Add: $121, 200 Recei pt Supported Services
Del ete: $121, 200 GF Program Recei pts

Desi gn and Engi neering Services BRU

Sout heast Desi gn and Engi neering Services conponent
Add: $81, 400 Recei pt Supported Services
Del ete: $81,400 G- Program Receipts

Statewi de Facility Mintenance and Operations BRU
Central Region Leasing and Property Managenent conponent
Add: $579, 600 Recei pt Supported Services
Del ete: $579, 600 GF Program Recei pts

Statewi de Facility Maintenance and Operations BRU

Nort hern Regi on Leasing and Property Managenent conponent
Add: $571, 500 Recei pt Supported Services
Del ete: $571,500 G- Program Receipts
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H ghways and Avi ati on BRU

Central Region H ghways and Avi ati on conponent
Add: $705, 300 Recei pt Supported Services
Del ete: $705, 300 GF Program Recei pts

H ghways and Avi ati on BRU

Nort hern Regi on Hi ghways and Avi ati on conponent
Add: $760, 100 Recei pt Supported Services
Del ete: $760, 100 G- Program Recei pts

H ghways and Avi ati on BRU

Sout heast Regi on H ghways and Avi ati on conponent
Add: $377,400 Recei pt Supported Services
Del ete: $377,400 GF Program Recei pts

Description: These changes allow the Departnent to collect
recei pts and reinburse the State’s expenditure to offer the
specific program and/or service. Specifically, these receipts
are from airport property leasing, wutility right-of-way
permts and the Hi ghway Damages Program

Co-Chair Kelly noved for adoption of the amendnent.

DNR #1: This anendnent inserts a new bill section to read as
foll ows.

Sec. _. MCKINLEY MEAT PACKI NG PLANT. The sum of $300, 000
is appropriated fromthe agriculture revolving loan fund to
t he Departnent of Natural Resources, Division of Agriculture,
for the fiscal year June 30, 2003, for part time operating and
preparation for transfer to the private sector of the MKinl ey
nmeat packing plant. The Departnent of Natural Resources w ||
provide a report to the legislature by February 1, 2003, on
actions taken toward inplenentation of a plan to transfer the
meat packing plant to the private sector

Acconpanyi ng expl anatory | anguage reads as foll ows.

The McKinley Meat Packing Plant is owned by the ARLF and has
been operated by the Departnent of Corrections for a nunber of
years at a cost of $300,000 per year. This appropriation is
i ntended to keep the plant open for one year and hel p nove the
neat plant to the private sector.

Co-Chair Donley instructed that this amendnent is to be included in
MULTI #1, thus anendi ng MIULTI #1.
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Co- Chai r Donl ey announced anot her amendnent to MJULTI #1 to change
t he $1,000,000 general fund appropriation to the Departnent of
Corrections, Admnistration and Operations BRU  Agency-Wde
Unal | ocat ed Reducti on conponent. The amended anendnent appropri ates
$750,000 to the Division of Institutions conponent and $250, 000 to
the O fice of the Comm ssioner conponent.

Co- Chair Donley began to detail the entire amendnent, noting the
first change inserts intent | anguage into the bill

DAVID TEAL, Director, D vision of Legislative Finance spoke to the
changes to Section 15. Al aska Housi ng Fi nance Corporation. (AHFC),
whi ch changes the nethod that AHFC di vidends are allocated to the
general fund. He explained the original |anguage of HB 403
stipulates that the entire $103 mllion anmount available for the
dividend is allocated to the State wth the Legislature
reappropriating a portion of the funding to the Corporation for
AHFC capital projects. He stated this anendnent provides that the
appropriation process for the AHFC dividend is the sanme as
traditionally enployed, in which approximtely $84 mllion of the
FY 03 dividend anmbunt would be retained by the Corporation. He
noted this change is to alleviate concerns that the original
| anguage woul d adversely affect the Corporation’s bond rating.

Senat or Hof fman referenced the $33.3 million specified for use by
the Corporation for capital projects. He had understood the actua
anmount needed for capital projects was approxinmately $18 mllion.
He wanted to know the purpose of the additional $15 mllion
expendi t ures.

M. Teal responded that the AHFC requested over $40 mllion for
capital projects. He infornmed that the State earned approxi mately
$8 mllion from the sale of the tobacco settlenment fund to the
Nort hern Tobacco Securitization Corporation, which would be used to
fund capital projects. He noted he was unsure which capital
projects would be undertaken with the funds provided to the AHFC,
al though the Governor’s proposed budget contained zero AHFC
di vidend funds for use in the FY 03 operating budget. Wth the
changes in this anmendment, he stated, $18.7 mllion would be
appropriated fromthe AHFC dividend to the debt retirenment fund,
whi ch all ows the same anmobunt of general funds to be available for
ot her purposes. He furthered that many of the remai ni ng changes in
this amendnent relate to the expenditure of these general funds.

Co-Chair Donley noted the increase to the |earning opportunity

grants utilizing lapsed funding from the FY 02 K-12 Education
fundi ng, as proposed in this anmendnent.
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M. Teal calculated the total FY 03 funding for education is $23.3
mllion, including this increase for the |earning opportunity
grants.

M. Teal next detailed the portion of the anmendnent reflecting the
reduced anmount of general funds appropriated to the Al aska debt
retirenment fund due to the increased appropriation of AHFC divi dend
funds, as explained above. He noted this anendnent also
appropriates to the debt retirenment fund: $2,061,400 from the
tobacco use education and cessation fund, $100,000 from the
investnent |oss trust fund, and $783, 100 fromthe Al aska Conmm ssion
on Postsecondary Education (ACPE) dividend fund. He stated these
anounts were appropriated to the funds in FY 02 and not spent. He
coomented that these reappropriations would streamine the
operating budget in part to ease the workload of the budget
subconm ttee for the foll ow ng year

Co-Chair Donley added that this is consistent with the FY 02 budget
process of reappropriating | apse funds fromvarious fundi ng sources
to the debt retirement fund, which allowed general funds to be
utilized for other purposes.

Senat or Hof fman asked if funds would be appropriated for tobacco
education and cessati on prograns.

Co- Chair Donley affirnmed.

M. Teal furthered that the unobligated and unencunbered earni ngs
of the international trade and busi ness endowrent fund would al so
be reappropriated to the Al aska debt retirenent fund.

Senat or Hof f man asked t he bal ance of this fund.
Co- Chair Donl ey answered approximately $5 ml1lion.

M. Teal next addressed the increase of $100, 000 receipt supported
services funds to the Departnent of Health and Social Services as
reflected in the insertion of Section 23. He noted the |anguage
all ows the excess funds earned in FY 02 fromtobacco endorsenents
on businesses licenses to be spent in FY 03. He explained that the
predi cted earnings of FY 02 were approximately $100, 000, of which
$87, 000 has been earned to date, although authorization to expend
these earnings was not granted to either the Departnent of
Conmuni ty and Economi ¢ Devel opnent or the Departnent of Health and
Social Services. He stated that rather than | apsing these funds,
t hi s anendnent aut horizes expenditure by the Departnent of Health
and Soci al Services.
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M. Teal spoke to intent |anguage this anendnent inserts in the
Depart nent of Labor and Workforce Devel opnent, Labor Standards and
Safety BRU, Al aska Safety Advisory Council conponent authorizing
the funds appropriated for the 2002 Governor’s annual safety
conference to be spent for the sane purpose in FY 03.

M. Teal noted simlar intent |anguage inserted in the Departnent
of Natural Resources, Forestry Managenent and Devel opnment BRU and
conponent to allow the expenditure of the unexpended and
unobl i gat ed bal ance of FY 02 tinber receipts accounts.

Senat or Hof f man asked the estimated anmount of funds of the previous
two itens.

M. Teal replied that the Al aska Safety Advisory Council wusually
spends approximately $108,000 annually and that it is uncertain
whet her this anount woul d be expended during FY 02. He did not know
the anount of tinber receipt funds. He qualified this intent
| anguage does not increase the authorized expenditures as specified
in Section 1 of the comm ttee substitute.

Co-Chair Donley then listed the increases and reductions in Section
1 to each departnent as contained in the anendnent.

M. Teal pointed out the $4, 138,000 general fund appropriation to
the Departnment of Education and Early Devel opnent, K-12 BRU,
Foundati on Program conponent, is not a duplicate transaction, but
rather the sane transaction, which appears in this section as well
as the Language section.

Senator W ken spoke to the $130, 000 general fund increase to the
Department of Education and Early Developnent, Teaching and
Learning Support BRU, Quality Schools conponent. He explained
relates to a special education assessnent contained in SB 133 and
“corrects a close-out issue” of the conference commttee of the
previ ous year.

Senat or Leman addressed the funding changes to the Departnent of
Envi ronnent al Conservation, noting discussions on the matter were
hel d during the budget subconmttee process. He stated the increase
to the Environnmental Health BRU, Food Safety & Sanitation conponent
would fully fund the Food Safety and Sanitation program He
explained this increase involved replacing G-/ Program Receipts
funding in other conponents in the Division of Environnmental Health
to Recei pt Supported Services funding.

Senat or Lerman expl ained the funding changes to the Environnental
Heal th BRU, Solid Waste Managenent conponent as “putting back sone
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noni es that we were short.”

Senator Leman stated that the funding change to the Air and Water
Quality BRU, Air Quality conponent is a correction. He added that
the Water Quality conponent funding changes utilize general funds
made avail abl e t hrough other actions in the anmendnent.

Senat or Leman spoke to the Non-Point Source Pollution Control BRU
and conponent, saying the funds involved are “Section 319 nonies”;
of which $250,000 is allocated to the Division of Forestry
Managenent, Forest Practices Act, and $500,000 allocated to the
Soil and Water Conservation Districts. He furthered that of the
$500, 000 al | ocati on, $475,000 woul d be awarded as various grants
for Section 319 projects.

Senat or Hof f man was under the inpression the State is eligible for
$1 mllion federal funds if matched with $750, 000 general funds.

Senator Lenman replied that “quite a bit of that still stays in the
Departnent.”

Senator Hoffrman asked about the discrepancy between the $1.7
mllion federal receipts available and the $750,000 indicated in
t hi s anendnent .

Senator Leman responded that $750,000 refers only to the funds
i npacted by this anmendnent.

Co- Chair Donl ey continued by addressing the fundi ng changes of the
anendnent to the Departnent of Fish and Gane. He explained that
funding is allocated to the Commercial Fisheries BRU Wstward
Regi on Fi sheries Managenent conponent and Headquarters Fisheries
Managenent conponent, although the sane anobunt is deleted fromthe
Comm ssioner’s Ofice BRU  Agency-wi de Unallocated Reduction
conponent, resulting in a net zero inpact. He commented this change
provi des the Departnent flexibility.

Co-Chair Donley stated that funding reductions to the Departnent of
Health and Social Services reflects the adjustnment of needs
estimates for the followi ng year to “l ower case scenarios”.

Senat or Green expl ai ned that the budget of the previous year funded
t hese prograns based on | ow case scenarios, although this year, the
budget subcomm ttee proposed funding the prograns using high case
scenarios. She stated this also applied to the federal Medicaid
program as it was assumed that the percentage of matching federa
fundi ng woul d not change. Because the anmobunt of federal funding the
State woul d receive is unknown, she said this anendnent proposes to
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enploy “mddle ground” scenarios to allow distribution of
approximately $4 million to other prograns.

Senator Hoffrman comrents that this portion of the anmendnent
“retreats ground” gained by the efforts of the budget subconmttee.
He referenced his earlier question regarding funding for tobacco
prevention and cessation prograns, and also noted this anmendnent
allocates $1 million, of the $4 million requested for al cohol and
drug abuse services.

Co-Chair Donl ey agreed the amount of funding for these programs is
bel ow t he anmbunts passed by the House of Representatives. However,
he pointed out an additional $1 mllion is appropriated for tobacco
education and an additional $1 mllion is appropriated for al cohol
and drug abuse treatnment services.

Co- Chai r Donley furthered that al though the House of
Representatives version of the budget includes nore funding for
sone programs, it also contains a larger wunallocated reduction
anount, which could significantly influence the actual funding for
each program

Senat or Hof frman cautioned, “This sets the State up for a nassive
suppl emental next year” if not addressed at this tine.

Senator G een remarked, “W have funded this budget so there is no
possibility of a supplenental” and stressed that the Governor’s

proposed budget did not account for the potential $10.8 nmillion
federal Medicaid funding shortfall, although the commttee
substitute does. Since the shortfall is not certain, she opined the

commttee substitute is actually “over funding” the Medicaid
program

Senat or Hof f man conceded this is one theory, however he stressed,
it anticipates |ow usage of services and if the need is actually
hi gher, suppl enmental funds woul d be necessary.

Senator Green countered that the committee substitute provides
adequate funds in anticipation of significantly higher usage of
Medi cai d prograns.

Senator Hoffman stated this accounts for growh that 1is
uncontrol l ed by the Legislature.

Co-Chair Donley next noted the funding source changes to the

Departnent of MIlitary and Veterans Affairs reflects a repl acenent
of one-tine fund sources with general funds.
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M. Teal addressed the funding source changes to the Departnent of
Nat ural Resources, relaying that the Departnent does not anticipate
that the funds previously listed could be transferred from the
Di vision of Governnental Coordination and therefore general funds
woul d be used.

Co-Chair Donley pointed to the “large increase” of $2.2 mllion for
the Departnent of Public Safety, Al aska State Trooper Detachnents
BRU and conponent.

Senat or Hof fman asked if this retains the sane nunber of positions
funded the previous year.

Co- Chair Donl ey was unsure, noting the Departnment woul d determ ne
how to utilize the funds. However, he stressed this appropriation
reflects an increase of approximately $1.7 mllion nore than the
expenditures of the previous year, which is adequate to pay the
salary increases. He surmsed this appropriation is adequate to
maintain all existing State Trooper, Fish and Wldlife Protection
Oficer and Village Protection Safety O ficer positions.

M. Teal spoke to the changes to the Departnent of Revenue noting
that the budget subcommittee, in its recomendation, had not
i ncluded funding for salary increases for all enployees except
those of the Permanent Fund Dividend Division. He stated this
portion of the amendnent provides general funds for the salary
i ncreases, thus allowng the other fund sources that would have
been used for the salary increases, to be expended for other
pur poses.

Co-Chair Donley commented this is “just maxim zing the use of non-
general fund nonies ...in the sal aries conponent.”

Co-Chair Donley then noted this anendnment increases funding to the
Departnent of Transportation and Public Facilities by approxi mately
$1.6 million.

Co-Chair Donley next pointed out that the commttee substitute
i ncl udes the sanme anmount of funding for the University of Al aska as
appropriated the year prior. He noted this anmendnent adds $8
mllion general funds to that anount.

Senator Hoffrman remarked that the increased funding for the
Department of Transportation and Public Facilities “nmade quite a
bit of headway in the Departnent,” but he asserted that “attention”
must be given to the Al aska Marine H ghway System (MHS). He asked
the intention of the Commttee on this matter.
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Co-Chair Donley replied that the anount of funding for the MHS is
the same as provided in the budget passed by the House of
Represent ati ves.

Senator Hoffman countered that the current proposal contains

approximately $1 mllion nore in reductions over the House of
Representatives version, which he calculated as a “hol e” of over $5
mllion in the anmobunt needed to fully fund the program

Co-Chair Donley then stated this amendnent provides an additi onal
$2.5 million for the Alaska Court System which is an increase over
the appropriation of the previous year and shoul d provi de adequate
funding for the salary increases and prevent any delays in the
trial system

Senat or Hoffrman appreciated the co-chair’s efforts to fund the
progranms indicated in this anendnent. He expressed, “it goes a |ong
way;” however he noted that other needs renain unaddressed. He
listed $4 mllion for the Departnent of Corrections to ensure a
safe and protected correctional system and funds to operate the
PCE program

Senat or W1 ken recognized the efforts to increase funding to the
University of Al aska, comenting the university is “well on its way
to maintaining [the] nmonmentum that President Hamlton has started;
the majority of that nmonentum has been funded at this table.” He
i nformed he would continue to work to provide additional funding to
“satisfy their needs”. He expressed concern about the K-12
Educati on conponent, although he noted the additional funds is
beneficial. He announced he would offer anmendnents at the next
hearing on this bill and would continue efforts with the co-chair
to identify additional funds.

Senator Hof frman stated that the Constitutional Budget Reserve (CBR)
fund contai ns adequate funds to address Senator W/I ken’s concerns.

Co-Chair Donley sunmarized this anendnent nmaintains the Senate
Majority “target” to remain bel ow FY 02 general fund expenditures,
al though it increases funding for public safety fromthe past year
and fully funds the inpacts of salary increases. He continued that
the commttee substitute and this amendnent increases funding to
the Alaska Court System pointing out this branch depends
significantly on general funds for personnel costs, nmaking it
difficult to absorb salary increases. He reiterated the additiona
funding for K-12 education is sufficient to neet the foundation
funding formula. He qualified that PCE continues to be funded in
the fiscal note of SB 185.
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Senator Hoffman remarked that funding to al cohol and drug abuse
treatment grants is of mmjor concern to the State. He expressed
interest in reaching a resolution to the $3 nmillion difference in
funding for this program

Senat or Austernman appreciated the efforts to “live within the
means”. However, he had concerns about the Departnent of Fish and
Game budget and he rem nded the co-chairs of their assurances to
adequately fund this Departnent.

Co-Chair Donl ey thanked Co-Chair Kelly for his efforts and Senat or
G een for addressing the chall enge of the Departnment of Health and
Social Services subconmmttee, which he asserted is the nost
difficult. Co-Chair Donley thanked Senator Leman for working to
find ways to shift general funds and |ocate additional receipt
supported services, Senator WIlken for his efforts to fund
educat i on. Co-Chair Donley also thanked Senator Austerman and
t hanked and Senator Ward, noting the Departnent of Corrections
involves a difficult budget and this version provides significantly
nore funds than included in the budget passed by the House of
Represent ati ves.

Senator Ward commented that iif Alaska' s governnent was a
dictatorship, he would sinply shift funds to prograns he determ ned
were of higher priority. However, he thanked the Commttee for
spendi ng | ess general funds than the previous year. He expressed
that although the State would be, “reaching into the savings
account” to obtain all necessary funds, the fund is not depleted.

Co-Chair Donley furthered this proposed budget is “the product of a
teameffort” of the Senate Finance Conmmttee.

Co-Chair Donley informed of his intent to adopt MJLTI #1 as anended
at this neeting, and allow mnority nenbers an opportunity to
consider its inpacts and offer additional anendnents at the
foll ow ng neeting.

Co-Chair Donley next thanked the nenbers of the House of
Representatives for exercising fiscal discipline.

Senat or Hof f man shared Senator Ward’ s concerns about the fiscal gap
but asserted the State’s primary concern is public safety, health
and education, and warned of the consequences if these needs are
not addressed. He spoke of an incident in St. CGeorge involving a
report of sexual abuse of a child and the delay in responding to
the situation. He warned that not funding these prograns is “sorely
negl ecting responsibility”.
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There was no objection to the adoption of MILTI #1 as AMENDED, and
t he amended anmendnent was ADOPTED.

Senator Leman offered a notion that “the intent and directive
| anguage t hat appears in the House version of the budget that may
have inadvertently been left out of this working docunent be
i ncorporated by reference in the new commttee substitute.”

There was no objection and it was so ordered.

Co-Chair Donley ordered the bill HELD in Conm ttee.

#
ADJ CQURNIVENT

Co- Chair Dave Donl ey adjourned the neeting at 09:29 PM
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