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ACTI ON NARRATI VE

TAPE 03-8, SIDE A
Number 0001

CHAIR RALPH SAMUELS called the Joint Conmittee on Legislative
Budget and Audit neeting to order at 1:35 p.m Represent ati ves
Samuel s, Hawker, Kohring (via teleconference), and Joule and
Senators Therriault (via teleconference), Stevens, Bunde, and
Hof fman were present at the call to order. Representati ve
Ber kowi t z, Senat or d son, and Appoi nt ee El ki ns (via
tel econference) were also in attendance.

APPROVAL OF M NUTES
Number 0115

REPRESENTATI VE HAWKER made a notion to approve the mnutes of
August 26, 2003. There being no objection, the mnutes fromthe
neeting of August 26, 2003, were approved as read.

REVI SED PROGRAM - LEG SLATI VE ( RPLS)

CHAI R SAMJELS announced that he would like to nmake the RPLs a
consent agenda in the interest of tine.

Number 0121

REPRESENTATI VE HAWKER noved that the commttee approve the
follow ng RPLs: 02-4-0022; [03]-4-0139; 04-4-[1026]; 04-4-0127;
[ 05] - 4- 0685; 05-4-0703; 06-4-0161; 06-4-0166; [08-4-0076]; 08-4-
0078; 10-4-5035; 12-4-0114; 20-4-0045; 20-4-0046; and 25-4-6715.

CHERYL FRASCA, Director, Ofice of Managenent & Budget (QOVB),
Ofice of the Governor, explained that several of the RPLs
before the commttee relate to decisions that were made at the
tinme the budget was being reviewed for the veto process. After
the legislature adjourned, the [Governor's Ofice] |earned of
the availability of federal funds. Ther ef or e, in sone
i nstances, for one-time projects, the governor made the decision
to veto the state funds so that the federal funds could be used
i nst ead. In this case, the appropriation to the Departnent of
Adm nistration for the Alaska Public Ofices Conmssion for
electronic filings of various reports was vetoed so that the
federal funds could be used to conplete the project.
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REPRESENTATI VE HAWKER i nquired as to the source of these federa
funds and whether these are restricted federal funds.

M5. FRASCA inforned the commttee that these are federal funds

that Congress approved for fiscal relief for the states. The
first $25 million was received in July and a second $25 mllion
will be received in Cctober. She inforned the commttee that

the proposals in the [commttee] packet total approximately $7
mllion and there is a balance of about $18 million for which no
deci sion has been nade with regard to how those funds should be
used. These federal funds are unrestricted in the sense that
they can be available for any traditional public purpose in the
budget .

Nunber 0179

V. FRASCA turned to RPL [03]-4-0139, whi ch  provides
approxi mately $259,000 for victim advocacy and $254,000 for two
special prosecutors in the Crimnal D vision of the Departnent
of Law. The source of this noney is the sane federal fund
source described earlier.

REPRESENTATI VE HAWKER asked if the two special prosecutors are
tenporary [positions] or wll these become a recurring budget
item

M5. FRASCA said that the [federal] funds are tenporary. The
outcone of applications for a nunber of federal grants should be
known in the next nonth or so. The aforenmentioned will answer
the question of whether other federal funds wll be available
ot herwi se the Departnent of Law is evaluating [these two speci al
prosecutors] in the context of its fiscal year (FY) 2005 budget.
The Fairbanks [special] prosecutor is inportant because it's
dealing with donestic violence and sexual assault cases and thus
the need will continue. However, the departnent will have to
evaluate how to fund it in FYO5. In further response to
Representati ve Hawker, Ms. Frasca explained that the purpose for
whi ch the federal funds for victim advocacy will |ikely continue
in the future. Again, the departnent will have to eval uate that
in context of the FYO5 budget. The legislature transferred the
grant nonies to the Departnent of Law and the departnent viewed
the grant nonies as a way to handle a $700,000 unallocated
reduction. However, that was determined not to be a "good way
to go."

SENATOR HOFFMAN asked if the two positions have already been
filled.
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MS. FRASCA replied yes. In further response to Senator Hoffman,
Ms. Frasca informed the conmttee that a typical cost for a
prosecutor is about $114,000, which includes benefits, salaries,
and associ ated costs. She offered to provide the commttee with
a detail ed breakdown | ater.

Number 0213

M5. FRASCA continued with RPL 04-4-[1026], which is a request
for $750,000 in statutory designated program receipts (SDPR)

related to the Stranded Gas Devel opnment Act. This RPL is in
anticipation of a potential application being filed by one of
the three nmajor sponsors for a potential gas line. Currently,
there is $750,000 in authority, but should an application be
received the law allows up to $1.5 nillion in statutory
designated receipts to do the wrk associated wth an
application under the Stranded Gas Devel opnent Act. Ther ef or e,

the [Departnent of Revenue] wants to be prepared to proceed if
an application is submtted.

SENATOR BEN STEVENS asked if there 1is any docunentation
regardi ng how much [the Departnment of Revenue] has spent of the
FY04 appropriation.

M5. FRASCA deferred to Steven Porter, Deputy Conm ssioner,
Depart ment of Revenue.

SENATOR BEN STEVENS rel ated his understanding that the [imt for
SDPRs was raised to $1.5 [million] and $750,000 for FY04 was
approved. Therefore, he surmsed that [RPL 04-4-1026] is
forward funding FYO5 into FYO4.

MS. FRASCA agreed that it could be interpreted as such, but if
[the departnent] receives an application in FY0O4 $1.5 mllion
can be spent in FYO04. Therefore, it would provide the ability
to receive the noney from the applicant and expend it in FYO04.
If the application doesn't cone forward, [the departnent]
woul dn't spend the noney because it wasn't paid.

SENATOR BEN STEVENS pointed out that the language in HB 16
specifies that when there is a limt in SDPRs, the state may
require reinbursable expenses from the project applicant.
Therefore, he inquired as to where those reinbursable expenses

go. Senator Ben Stevens acknow edged that the applicant would
reinburse the state for the expense of analyzing the
appl i cation. He inquired as to what would happen if no
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application cones forward until My 2004 and thus there would
only be a nonth left to spend the $1.5 million.

Number 0259

STEVEN B. PORTER, Deputy  Conm ssi oner, Ofice of t he
Comm ssi oner, Departnent of Revenue, explained that these are
SDPRs, and therefore the noney will conme in froma third source.
In essence, the third source is the mgjor oil conpanies. From a
practical standpoint, when an application is submtted separate

negotiations - a reinbursenent agreenent - wll occur. The oi
conpanies nay agree to pay up to $1.5 nmllion. M. Porter
pointed out that the oil conpanies view this as a single

negotiation not as a FY04 or FYO5 [negotiation]. Much of the
information and research necessary to negotiate a contract wll
be needed in the first four to five nonths. Therefore, [the
departnment] may contract for research services to help negotiate
the contract. M. Porter said that Senator Ben Stevens was
correct that if an application isn't received until My, the
$1.5 mllion won't be spent by the end of the year.

M5. FRASCA, in response to Senator Ben Stevens, confirned that
the authority to receive and spend [the SDPRs] would | apse and
woul d have to be reauthorized in FYO5.

CHAI R SAMUELS interjected that one way or another the authority
woul d | apse.

SENATOR BEN STEVENS posed a situation in which FYO4 is increased
to $1.5 million and asked, "Wat's going to say that we don't

cone in for FYO5, in the regular operating budget, to have
anot her $750[,000] in authority or even another $1.5 mllion in
aut hority?" The aforenentioned situation could result in the

potential of $3 million in authorization for no projects.

MR. PORTER pointed out that the Stranded Gas Devel opnent Act
authorizes $1.5 million in SDPRs per applicant, which neans the
noney never cones fromthe state. He explained that contractors

will bill [the departnment] who will send the bill to the oi
industry which will then send a check to the state. Therefore,
there will never been any real dollars that the state will have

to all ocate.
Number 0294

SENATOR HOFFMAN pointed out that in the Stranded Gas Devel opnent
Act there was an anticipated $750,000 in FYO5. He asked if this
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[ RPL] would nean that the [need for $750,000 in FYO5] would no
| onger be required.

MR. PORTER said that one nust view this in context of the oi
i ndustry, which is willing to negotiate up to $1.5 mllion; the

oil industry doesn't view it in the context of fiscal years.
Therefore, if the entire $1.5 mllion is spent there would be no
requirenent in the next year. In further response to Senator

Hof fman, M. Porter explained that if the contract is conpleted
and a contract is submtted in FYO4, then the project would be
conplete and the funds, totaling $876,500, wouldn't be necessary
in FYO05. He related his assunption that portions of this
contract would nove on into FYO5 and the departnment would
continue to work on it.

REPRESENTATI VE HAWKER i nquired as to what has changed since the
i ssuance of the fiscal note which initially broke the program
receipts into two fiscal years rather than placing those all in
the first year as it does now.

MR. PORTER explained that when the fiscal note was originally
drafted, the departnment contenplated drafting an agreement in
principle with subsequent negotiations for additional contract
terns. After talking with the oil and gas industry, the
di scussion noved to a single contract and thus it changed the
way in which the state negotiates and the anount of noney
necessary at the beginning of the process as well as the timng
of the consultants.

REPRESENTATI VE HAWKER surm sed then that the position of the
admnistration and the Departnent of Revenue is that this
program receipt authority doesn't cone with a spending
commtnment unless the receipts are received. Therefore, the
departnment has greater latitude in negotiating any contract or
respondi ng to any proposal that m ght cone forward.

MR. PORTER replied yes.
Nunber 0333

MS. FRASCA noved on to RPL 04-40127, which is a $200, 000 request
for the Alaska Natural Gas Developnent Authority (ANGDA) to
continue its work in developing a work plan and analyzing the
in-state benefits of a gas project. These are the sane federa
funds that were described earlier. Ms. Frasca infornmed the
commttee that there is an anmendnent to increase the amount to
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$250, 000 and the additional $50,000 would go to the Departnent
of Natural Resources to support its work wi th ANGDA

SENATOR THERRI AULT infornmed the commttee that he has been
involved in the developnent of this RPL and thus he encouraged
the conmmttee to view it favorably. He noted that the ANGDA
board has related that it would like to proceed with the in-
state use benefits analysis, which he believes will be useful
information for the legislation in regard to the evaluation of
any project that proposes to nonetize Alaska's natural gas
resource.

CHAI R SAMUELS announced that RPL 04-40127 will be pulled from
the consent agenda in light of the request for an anmendnent,
which will require a separate vote.

Number 0373

MS. FRASCA turned to RPL [05]-4-0685, which is a request for the
Department of Education & Early Developnent to increase its
authority to receive $3.5 mllion for the <child nutrition
pr ogram In the past, this program was located in the
Department of Education along with the childcare program and
this program was able to use the federal authority of the
childcare prograns to cover the level of funding that they have

been spending each year. Towards the end of the last fiscal
year the childcare prograns noved to the Departnment of Health
and Soci al Services as well as its federal authority.
Ther ef or e, this program didn't have sufficient f eder al

authorization to receive the level of funding that the child
nutrition program needed. Now that the aforenmentioned has been
realized, it will be reflected appropriately in the FYO5 budget.
Ms. Frasca informed the conmittee that the child nutrition
program has been grow ng about 2 percent each year.

SENATOR BUNDE inquired as to how this would be allocated to the
various school districts.

M5. FRASCA related that the anmount is allocated by eligible
children within a school district, a childcare center, or
nonprofit organi zations. Therefore, there is no list as to how
this $3.5 million will be allocated to all the schools.

SENATOR BUNDE pointed out that the conmunity of Hope is in the

Kenai School District and many children in Hope have expressed
the desire to have a hot |unch. Therefore, he inquired as to
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the chance that sone of this noney would go to the Kenai Schoo
District.

KATHLEEN WAYNE, School Food Coordinator, Teaching and Learning
Support, Departnent of Education and Early Devel opnent (EED),
said that she is famliar with the Hope school wanting to

participate in the district's national school |unch program
She enphasized that it would be the district's decision
regardi ng whether that school wll participate in the federa

[ hot lunch] program

SENATOR BUNDE asked if the Kenai School District would receive
funds so that the Hope school could talk to the district about
this.

M5. WAYNE explained that these are entitlenent funds for which
there is no cap and thus the departnent reinburses from the
previ ous nunber of nmeals served to eligible children.
Therefore, if the district decides to allow the Hope school to
participate in this program the departnent would reinburse the
school district for the neals it served.

Nunber 0420

REPRESENTATI VE HAWKER inquired as to the criteria used to
determ ne an eligible child.

M5. WAYNE answered that the criteria is federal i ncome
application information. In Al aska, [a qualifying incone] would
be 185 percent of the poverty |evel. Househol ds woul d have to

apply through the school district, which determnes the
eligibility.

SENATOR BEN STEVENS turned to the fiscal analysis and surm sed
that [the legislature] is creating authority to receive $3.5
mllion in a new departnent, which he assunmed would be in the
Department of Health and Social Services. However, he pointed
out that he didn't see a reduction in the receipt authority in
EED, which is the departnent fromwhich the programhas |eft.

M5. FRASCA explained that the [administration] hasn't proposed
to reduce the federal authority in the Departnment of Health and
Soci al Services, although she offered to analyze it in order to
determ ne whether the Departnent of Health and Social Services
had excess authority from the child nutrition program that it
previ ously managed.
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SENATOR BEN STEVENS requested seeing that transfer of authority
and the inmpact of the shifting.

Nunmber 0469

MS. FRASCA continued with RPL 05-4-0703, which is a request to
expend $1,653,000 of the one-tine federal funds in order to
begin inprovenents at Munt Edgecunbe H gh School. The goal is
to increase the nunber of students that can attend Mount
Edgecunbe H gh School . This is viewed as an opportunity to
provide nore educational opportunities at Munt Edgecunbe,
especially in light of the No Child Left Behind Act. She not ed
that the desire is to build upon a facility that has shown
success. This funding would provide 65-80 nore beds in the dorm
and five to six new classroons. In response to Representative
Joule, M. Frasca related her belief that such action would
bring M. Edgecunbe's enrollment to over 400. She noted that
currently, M. Edgecunbe is only able to accept one of every two
applications received.

SENATOR THERRI AULT referred to the legislative fiscal analyst's
comments that specify that the governor originally reduced the
request anount to $1 million and the legislature further reduced
it to $.5 mllion. He inquired as to the dynamc of that
further reduction by the |egislature. Was it caused by the
drive to reduce the overall general fund expenditures, he asked.

M5. FRASCA said she would yield to the legislature with regard
to why it reduced one of the governor's appropriations. 1In this
case, there is access to federal funds whereas before state
funds were being requested. She noted that the departnent has
requested funding for classroons and renovations, although those
requests haven't always been passed on to the |egislature.
Therefore, there is demand wth regard to balancing the
priorities the legislature had at the end of session.

SENATOR THERRI AULT expressed the need to be careful when
reversing a decision made by the full |egislature.

M5. FRASCA interjected that there has been deferred nmintenance
needs and sone of the funding requested has been used for that,
al though the requests haven't been as much as is necessary.
Therefore, any increnent would be a "good thing."

SENATOR HOFFMAN commented that he didn't believe [approval of

this RPL] would reverse the action because it's looking at a
different revenue source. He recalled that the original request
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was for general funds while this requests using federal tax
relief funds.

SENATOR BEN STEVENS surmised that this RPL would use $500, 000
from the Al aska Student Loan Corporation dividend plus $1.65
mllion from the new federal fund. Therefore, the project
totals about $2.1 mllion.

M5. FRASCA clarified that the $500,000 from the Al aska Student
Loan Corporation was already appropriated this |ast session.
The total project would require about another $6 mllion.

Number 0570

REPRESENTATI VE HAVWKER said that he isn't famliar wth the six-
year master plan for M. Edgecunbe. He inquired as to how this
plan fits into the overall issue of dealing with the cost of
education delivery in rural Al aska.

M5. FRASCA deferred to the Departnment of Education & Early
Devel opnent, but offered to provide Representative Hawker with a
copy of M. Edgecunbe's six-year plan.

REPRESENTATIVE HAWKER inquired as to the consequences of
deferring action on this RPL.

M5. FRASCA answered that she believes it would be okay given
that she understands there will be a neeting in m d-Decenber.
However, the governor wanted M. Edgecunbe to be open for new
students next fall.

CHAIR SAMJELS asked if the noney requested in the RPL would
result in an increase in potential enrollnent at M. Edgecunbe.
He specifically asked how nmuch noney is necessary to finish
cl assroons and dormtories.

M5. FRASCA replied that it would require the additional nonies.
This request is really for planning, desi gn, and sone
renovations. The expansion will require the additional funds.

REPRESENTATI VE HAWKER echoed Senator Therriault's earlier
concern with regard to this action overriding decisions made by
the | arger body.

Number 0625
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SENATOR HOFFMAN poi nted out that this commttee has the ability
to take action on behalf of the legislature during the interim
The above concern could be said of any of the RPLs, all of which
could be tabled and dealt with by the full |Iegislature. In
defense of this appropriation, Senator Hoffman renmarked that it
is significant in regard to its inpact on additional students
entering the M. Edgecunbe School, which is a successful program
for Alaska Native children

SENATOR THERRI AULT comrented that he nerely wants the commttee
to know that it mght reverse the legislature's earlier action.
Senator Therriault related his understanding that this funding
request would address the deferred nmintenance. He asked if
this funding request would start this next capital expansion.

M5. FRASCA clarified that about $675,000 would be for
renovati ons. The bal ance of the noney is primarily for planning
and design of the additional dorm renovation and classroom
expansi on. Al though waiting until the Decenber neeting to
approve this RPL would be okay, it would be unfortunate if [the
Decenber neeting] is delayed [until] the legislative session in
which case the RPL would be a capital budget process and thus
not [conpleted] until May. In the aforenentioned scenario, mnuch
time is lost in realizing the ultimte goal of expanding the
facility.

SENATOR THERRI AULT turned to the legislative fiscal analyst's
coment which says, "The remaining $978,000 requested in this
RPL will fund renovation and classroom expansion of Building
297." He specified that he didn't want to create a situation in
which the footings are poured and rebar is in and the project
st ops. Therefore, he asked if this RPL would just nove to the
design of the new part.

M5. FRASCA explained that the new part wuld be only the
pl anni ng and design related to the cl assroom expansi on.

Number 0693

REPRESENTATI VE JOULE agreed that reviewng the six-year plan
woul d be helpful, as would actually going to the school. He
suggested having the next neeting there. He expressed his hope
that the commttee woul d approve this RPL.

REPRESENTATI VE HAWKER conmented that he anticipates entering

next session with a prelimnary budget deficit in excess of
about $600 nmillion. This RPL seens to be the first step in
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spendi ng about $8 mllion and he noted his hesitation in second-
guessi ng the education budget subconmittees of both bodies that
had concurred with a slowing of this project.

REPRESENTATI VE JOULE said that he didn't believe that the budget
subconmm ttees take up capital issues. Since this issue is a
capital issue, he said he didn't believe the subcommttees even
had t hat di scussion.

TAPE 03-8, SIDE B

M5. FRASCA nmoved on to [RPL 06-4-0161], which would provide
funds to the Departnent of Health and Social Services for
prograns for co-occurring disorders. This [funding] wll
provide [services] over five years and no state general funds
are required. An additional $825,000 will be requested in the
FYO5 budget as a result of this grant.

Number 0765

MS. FRASCA continued with RPL 06-6-0166, which is a request for
$110,000 of the one-tine federal fiscal relief dollars. Thi s
RPL is related to a project that was included in the capital
budget and was approved by the |egislature. Through the veto
process, the funding was deleted so that the state could save
its dollars and, instead, use the federal funds to repair the
Fai rbanks Public Health Center.

MS. FRASCA explained that RPL 08-4-0076 is a request for $2.9
mllion of an additional distribution of the one-tine federal
fiscal relief dollars. This funding would go to small
muni ci palities so that each would receive a mninmm of $40, 000,
which would help transition with the veto of the nobnies wth
which the state shares with |ocal governnents throughout the
state. The communities are listed in the attachnent.

MS. FRASCA turned to RPL 08-4-0078, which is a request for $5.2

mllion in federal dollars that are received through the Denal

Comm ssi on. This funding would provide grants to eight
communities for nmulti-use facilities. The state has received
authority in this fiscal year for alnbst $2.5 mllion for
simlar facilities in three conmunities. Therefore, this RPL
will allow the funds to be passed through the Denali Conm ssion

to the communities |isted.

Nunber 0791
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M5. FRASCA addressed RPL 10-4-5035, which is a request for the
Departnment of Natural Resources to receive $45,000 in statutory
designated program receipts from the Tul uksak Native Comunity.
This will fund river stream gagi ng.

SENATOR BUNDE surmised that this RPL is in regard to concerns
about fl oods.

UNI DENTI FI ED SPEAKER, Hydrol ogist, Division of Mning, Land and
Wat er, Departnent of Natural Resources, clarified that this RPL
isn't concerning floods rather it's for Dbase-line data
col | ection. The [ Tul uksak Native Community] is working on a
water and sewer project as well as further devel opnent of the
village. There has been little stream gaging at the |ocation of
the community.

M5. FRASCA noved on to RPL 12-4-0114, which requests a little
over $1 mllion for the Departnent of Public Safety. Again, the
source of these funds are the one-tinme federal fiscal relief
dol | ars. Furthernore, this is another exanple in which the
governor vetoed funds in order to save state funds so that these
federal funds could be used. These funds would repair the roof
of the Departnent of Public Safety's building in Fairbanks.
This is another deferred mai ntenance project.

SENATOR HOFFMAN inquired as to [the total anmount used of these
one-time federal fiscal relief dollars] in terms of these RPLs
and previous action. He also inquired as to the anmount |eft out
of the $50 nmillion. He further asked if the funds left would go
t hrough the regul ar budgetary process.

M5. FRASCA responded that about $18 million of these one-tine
federal fiscal relief dollars remain and for which there has

been no proposal. Furthernore, there hasn't even been
di scussion regarding what will be proposed. If there is noney
remai ning during session, then it would go through the regular
budget process. QO herwise, there my be sonme requests in
Decenber .

Nunber 0820

M5. FRASCA turned to RPL 20-4-0045, which is a request for
regul ar federal funds in the anpunt of $703,500 for the Serious
and Violent Ofender Reentry program under the Departnent of
Corrections. This programis primarily for Southeast and Yukon
regions of the state. The enphasis of the program is the
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reentry of the prisoner [back in to society], specifically in
rural comunities.

CHAI R SAMJELS announced that RPL 20-4-0045 would be pulled from
the consent agenda because it's no |onger going through the
Department of Admi nistration but rather through the Division of
Probati on and Parol e, Departnment of Corrections.

MS. FRASCA continued with RPL 20-4-0046, which is also a request
for the Departnment of Corrections. This RPL is a $125,000
request for a federal grant for sex offender risk nanagenent
prograns that are pilot prograns for offenders once discharged
into conmunity probation or supervision. The pilot program
woul d be in Bethel and surrounding villages. This funding would
provi de additional staff and support in the Bethel area.

CHAI R SAMJELS asked if one could assunme that use of these funds
will illustrate whether or not the program works.

M5. FRASCA agreed that such an assunption could be nade. She
then turned to RPL 25-4-6715, which is a request for $6.5
mllion for the Department of Transportation & Public Facilities
for the Ted Stevens Anchorage International Airport. Fundi ng
from the Federal Aviation Adm nistration (FAA) was received for
a warm storage facility. This project had previously been
approved when the airport was going to wuse airport bond
proceeds, but instead these federal funds have been received.
These federal funds aren't part of the [one-tine federal fisca
relief funds] that the state received.

Nunmber 0856
KIP KNUDSON, Deputy Commr ssioner of Aviation, Ofice of the

Comm ssi oner, Departnment of Transportation & Public Facilities,
informed the commttee that the total bond savings shoul d anmount

to about $7.7 mllion. He specified that these are non-AMI
bonds, which wll be wused toward public construction. Wth
regard to whether these funds could be redirected to the
termnal project, M. Knudson said that 1is wunlikely. M.

Knudson related that it's the desire of the signatory airlines
and the international airport systemthat these funds be used to
| ower a future non-AMI bond. There is a non-AMI bond schedul ed
for approximately $58 million in 2007. In response to Chair
Samuel s, M. Knudson confirmed that the bond nobney saved won't
be spent on anything that doesn't go through the regqgular
process.
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REPRESENTATI VE HAWKER inquired as to why the related bonds
woul dn't be def eased.

VR. KNUDSON said that defeasing doesn't appeal to the
comm ssioner of the Departnent of Transportation & Public
Facilities because it isn't perceived as a good action in the
bond market and there are related fees. Furthernore, since
there will be regular issue of bonds in the future, it seens
sinpler to reduce a future [bond].

CHAI R SAMJELS rel ated his understanding that the bond noney can
be spent on whatever, the [departnent] doesn't have to go
t hrough on a future bond issue.

MR. KNUDSON said that the cash would be in a bank account, but
the [departnent] woul dn' t have the authority from the
| egi slature to spend it.

REPRESENTATI VE JOULE surmised then that in order to spend it,
the departnent woul d have to approach the |egislature.

MR. KNUDSON replied yes. M. Knudson informed the conmmttee
that as part of a deal with the signatory airlines, $58 mllion
worth of planned projects was deferred and the departnent
doesn't have legislative authority for those projects at this
tinme. Therefore, when those bonds are needed, the departnent
wi |l approach the legislature in order to obtain the authority
to spend those bonds and increase the bondi ng cap.

REPRESENTATI VE HAWKER noved to pull RPL 04-4-0127 for purposes
of an amendnent and RPL 20-4-0045 for purposes of clarification.

CHAIR SAMUELS asked if there was objection to all the RPLs,
except the above two that were pull ed.

Number 0905

SENATOR BEN STEVENS obj ected for discussion purposes. He turned
to the RPLs with the funding from the tenporary federal fiscal
relief and expressed concern that of the seven requests, siXx
seem to be discretionary spending. These funds are being used
under a different mechanism than used for [the RPLs] presented
at the last neeting. Senator Ben Stevens comented that for the
next $18 million [in federal fiscal relief funds] he wanted to
know that it won't be a lot of discretionary projects that this
conmmittee is directed to approve wthout |egislative action.
Senat or Ben Stevens expressed his disconfort with this and said
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he would be very unconfortable doing it with the remaining $18
mllion [in federal fiscal relief funds].

M5. FRASCA pointed out that three of the [RPLs that would
receive federal fiscal relief funds] were capital projects that
wer e approved by the | egislature.

SENATOR BEN STEVENS acknow edged that and highlighted that those
were vetoed in conjunction with a mass of capital projects that
were vetoed. He noted that he classifies those capital projects
as discretionary projects.

CHAIR SAMJELS said he wanted to echo Senator Ben Stevens
concerns. He added that this is unusual for the governor to
receive [unrestricted] funds when the legislature is the
appropriating body.

SENATOR HOFFMAN noted that he has sim |l ar concerns.
SENATOR BEN STEVENS renoved his objection.

M5. FRASCA pointed out that with RPL 04-4-0127, the committee
could approve it as it is and approve the RPL to address the
ot her $50,000 for the Departnent of Natural Resources.

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, explained that RPL 04-4-0127 can't sinply be anended
because it is going to a different departnent and is a different
appropriation. Therefore, a separate RPL is necessary.

CHAIR SAMUELS, upon hearing no objection, announced that the
followng RPLs were approved: 02-4-0022, [03]-4-0139, 04-4-
1026, [O05]-4-0685, 05-4-0703, 06-4-0161, 06-4-0166, 08-4-0076,
08-4-0078, 10-4-5035, 12-4-0114, 20-4-0046, and 25-4-6715.

REPRESENTATI VE HAWKER noved that the committee approve RPL 04-4-

0127 as standing because the anendnent will be handled with a
separate RPL. There being no objection, RPL 04-4-0127 was
approved.

REPRESENTATI VE HAWKER noved that the committee approve RPL 10-4-
5037.

M5. FRASCA explained that RPL 10-4-5037 would add [$50,000] to
the $200,000 going to the Natural Gas Devel opnent Authority.
The $200,000 goes to the Departnent of Revenue to support its
work plan and analysis of in-state benefits. The additional
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$50,000 will go to the Departnment of Natural Resources to
support its participation in the aforenentioned work plan and
anal ysi s.

There being no objection, RPL 10-4-5037 was approved.

CHAIR SAMJELS turned attention to RPL 20-4-0045 and clarified
that the appropriation to the Departnment of Adm nistration has
been changed to the Division of Probation and Parole in the
Departnent of Corrections.

REPRESENTATI VE HAVWKER noved that the commttee approve RPL 20-4-
0045, as anended. There being no objection, RPL 20-4-0045 was
approved.

REPRESENTATI VE HAWKER nmade a notion to nove to executive session
for the purpose of discussing confidential audit reports under
AS 24.20.301. There being no objection, the commttee went into
executive session.

[ Upon reconveni ng, the tape counter nunbers begin at zero.]

REPRESENTATI VE HAWKER nmade a notion to nove the conmmttee back
into regular, open session. There being no objection, the
commttee was brought back into regul ar session.

AUDI T REQUESTS

REPRESENTATI VE HAVWKER nmade a notion for the audit report on the
Department of Community & Economic Devel opnment Board of
Certified Real Estate Appraiser to be released to the public for
response. There being no objection, it was so ordered.

REPRESENTATI VE HAWKER made a notion for the prelimnary audits
be released to the appropriate agencies, which are the
Comm ssion on Aging, Department of Health and Social Services;
Behavioral Health, Departnent of Health and Social Services;
Board of Dispensing Opticians, Departnment of Conmunity &
Econom ¢ Devel opnent; Real Estate Conmi ssion, Departnent of
Community & Economc Developnent; (Quides and Transporters,
Department of Community & Economic Devel opnent; Probation
O ficer Transfer Analysis, Departnent of Transportation & Public
Facilities. There being no objection, it was so ordered.

OTHER COW TTEE BUSI NESS
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CHAIR SAMUJELS remnded the commttee that at the previous
neeting the conmttee gave the chair the authority to enter into
a contract with the Al aska Departnment of Fish & Gane and the
Departnent of Natural Resources regarding navigable waters and
RS 2477s. Chair Sanuels informed the conmttee that one
navi gable waters case has been solved and there has been
novenent with federal legislation. The state has noved forward
with the Bl ack Ri ver case.

TINA CUNNI NG, State-Federal |[|ssues Program Manager, Ofice of
t he Conm ssioner, Alaska Departnent of Fish & Gane (ADF&G), in
response to Senator Hoffman, specified that the Black River
[flows into] the Porcupine River. The (indisc.) and Black
Ri vers were the three originally fil ed.

The comm ttee took a brief at-ease.
Nunmber 0041

DENNI S DeW TT, Special Staff Assistant, Ofice of the CGovernor,
informed the conmttee that he has been working on the proposa
to convert the Palner Pioneers' Honme to a veterans' hone. The
report done by the MDowell G oup specified three alternatives.
One alternative was the construction of a facility, which was

found to be outside [the state's] economic ability. Anot her
alternative was the conversion of "Wngs", which was found to be
outside [the state's] managerial and financial ability. The

third alternative was the conversion of an [existing] hone. As
a result of the study, the U S. Departnent of Veterans Affairs
(VA) was invited to Alaska in order to review the feasibility of
converting the Palnmer Pioneers' Hone. The VA was very excited
about the potential of this conversion. The proposal before the
commttee would develop the information necessary for the fina
grant application allow ng the conversion. M. DeWtt inforned
the commttee that 25 percent of those in the hone need not

qualify as veterans. Furthernore, the state would have full
flexibility with regard to the adm ssion criteria for that 25
per cent. The intent is to maintain the current adm ssion

criteria for pioneers' hones.

MR. DeWTT noted that the discussion with the VA brought up the
notion of transition as did the MDowell G oup study, which
suggested a three-year transition. He noted that the transition
period was unexpected because the federal governnent had said
they wouldn't suggest a tinme-limted transition but rather a
transition based on the length of tine those in the hone are in
the veterans' beds. Therefore, federal |legal counsel s
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di scussi ng whether federal legislation is required to acconplish

the aforenentioned. The transition issue will assure that no
pi oneer will be displaced and provides a nmuch |onger period in
which to transition to a full veterans' hone. He related the

[administration's] belief that if a second request for proposals
(RFP) noves toward the information for final application, it
woul d be conplete by about April 15th. If the aforenentioned
occurs, then hopefully by the fall of next year [the Palner
Pi oneers' Hone] can begin operation as a veterans' hone.

CHAI R SAMJELS nentioned that he net with VA representatives who
said that the other options becane less and |ess tenable when
reviewing the details. The [MDowell G oup] study didn't do
justice to the actual costs and operational concerns [of the
VA]. Therefore, the conversion of the Pal ner Pioneers' Hone was
cause for excitenment. Chair Sanuels said that the process is at
the point at which a notion is necessary to authorize the chair
to put together a conmttee to work wwth the adm nistration and
the VA to develop an RFP in order to start the design phase of
t he project.

REPRESENTATI VE JOULE inquired as to how many VA beds the 75
percent woul d equate.

MR DeWTT estimated that there would be 58 VA beds and 22 non-
VA beds.

CHAIR SAMJELS noted that there has been discussion that sone
residents in the pioneers' honmes may be eligible for VA benefits
and don't know it. Therefore, the admnistration and the VA
will work with everyone to create the | east disruption possible.

Number 0135

SENATOR THERRI AULT recalled that when the original noney for
this was nmade available to the conmttee, sonme noney was
specifically held to take this second step. Therefore, with the
results of the McDowell G oup study and the discussions with the
VA, it's appropriate to nove forward. Senator Therriault
mentioned that Senator Geen had sone concerns and questions
about this.

VR. DeWTT said that he and Senator Geen had a |ong
conversation and she felt positive about the approach being
t aken. He related that Senator G een had net wth the Pal ner
Pioneers’ Home admnistrator to share that she was fully
supporting this.
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REPRESENTATI VE HAWKER turned attention to the Cctober 10, 2003,
| etter from Joel G| bertson, Comm ssioner, Departnent of Health
and Soci al Services. He asked if this letter is accurate with
regard to taking the next step.

MR. DeWTT explained that per the request of the chair work was
done to ascertain the work necessary to get the proposal ready
to the 10 percent design stage, which is required before the
VA s final det erm nati on. M. DeWtt said that [the
adm nistration] is very confortable that this is a lean and
doabl e project.

REPRESENTATI VE HAWKER noved that the committee authorize Chair
Samuels to solicit and award a contract for phase two of this
study as outlined in the Cctober 10, 2003, letter from
Comm ssioner G | bertson

REPRESENTATI VE KOHRI NG asked if the option of building an
entirely new facility with federal funds was consi dered.

MR. DeWTT acknowl edged that could be an option and it was
di scussed wth the VA However, the cost would probably
generate $10-$12 million in state costs plus the federal match

Therefore, in the current econom c environment an expenditure of
$10 million woul d be outside the state's ability.

REPRESENTATI VE KOHRING asked if this conversion proposa
actually takes existing beds and converts themto veterans' beds
or is the facility al so bei ng expanded.

MR, DeWTT answered that capital inprovenents would be nmade to
the Palnmer Pioneers' Hone in order to bring it up to the |evel
required to be acceptable as a veterans' hone.

REPRESENTATI VE KOHRI NG surmised then that this doesn't expand
the nunber of beds, it nerely converts existing pioneers' beds
to veterans' beds.

MR DeWTT replied yes and highlighted that the upgrade wll
result in a facility that won't have deferred naintenance issues
[and costs] for probably eight to ten years. Therefore, the
state will have an upgraded facility with a useful life of at
| east 30 years.

REPRESENTATI VE KOHRI NG related his understanding that veterans
are already eligible to enter [the pioneers’ honmes] wthout
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speci al pref erence rel ated to their vet er an st at us.
Representative Kohring expressed concern that this proposal
would meke it difficult for pioneers who are not veterans to
gain access to this facility because there would be fewer beds
avai l abl e once the beds are filled by veterans.

MR DeWTT informed the committee that currently there are 22
enpty [pioneers'] beds that are being filled. Currently, there

is an active waiting list of 20 individuals. M. DeWtt
specified that the intention is to fill those beds and obtain
the lengthier transitional |[|anguage. While Representative

Kohring's concern mght be an issue, it would be nuch |ater
before such inpacts would occur. This conversion proposal would
allow [the state] to secure sone federal reinbursenent for those
veterans' services that are already provided in order to provide
better services over the long term

REPRESENTATI VE KOHRI NG returned to the issue of the difficulty
in raising the funds to build a stand-al one veterans' hone. He
related his wunderstanding that a stand-alone veterans' hone
woul d be funded through the federal government and with U S.
Senator Ted Stevens as the appropriations chair it seens there
would be a good opportunity to secure federal dollars to do
t hat .

MR. DeWTT pointed out that a stand-al one veterans' hone brings
with it federal statute. The probability of a federal grant
beyond the federal share prescribed in law would be fairly
renmote. Additionally, the operational costs supported by the VA
sinply don't cover the operational costs  of vet er ans'
facilities. Therefore, a stand-alone veterans' facility is a
much larger investnent than it mght ook initially.

SENATOR BEN STEVENS related his understanding that the reason
for a designated veterans' home is so that veterans [existing
residents] can use their veterans' benefits to pay for a portion
of their retirenent hone needs.

MR. DeWTT agreed that a [designated veterans' hone] would all ow
veterans to obtain benefits the veterans [in Alaska] currently
can't obtain.

SENATOR BEN STEVENS infornmed the commttee that U S. Admral

Principe has said he isn't in favor of building a stand-al one
veterans' facility in Al aska.
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CHAI R SAMUJELS interjected that under this conversion there is no
net | oss of beds.

CHAI R SAMUELS, upon hearing no objection to the earlier notion
authorizing himto solicit and award a contract for phase two of
this study as outlined in the OCctober 10, 2003, letter from
Comm ssi oner G | bertson, he appoi nt ed hi nsel f, Senat or
Therriault, David Teal, Pat Davidson, and Henry Wbb to devel op
t he RFP.

ADJ QURNVENT
There being no further business before the commttee, the Joint

Commttee on Legislative Budget and Audit neeting was adjourned
at 4:20 p. m
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