HOUSE FI NANCE COWM TTEE
March 03, 2004
2:25 PM

TAPE HFC 04 - 41, Side A
TAPE HFC 04 - 41, Side B

CALL TO ORDER

Co-Chair Harris called the House Finance Conmttee neeting
to order at 2:25 PM

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Linda Perez, Director, Admnistrative Services, Ofice of
the Governor; Tom Irw n, Comm ssioner, Departnment of Natural

Resour ces; Ni co Bus, Acti ng Director, Division of
Adm ni strative Services, Departnment of Natural Resources;
Pete Kelly, University of Al aska;, Pam Varni, Executive

Director, Legislative Affairs Agency

PRESENT VI A TELECONFERENCE

None
GENERAL SUBJECT(S) :

The followi ng overview was taken in |l og note format. Tapes
and handouts wll be on file wth the House Finance
Comm ttee through the 23rd Legislative Session, contact 465-
2156. After the 23rd Legislative Session they wll be
avai l abl e through the Legislative Library at 465-3808.

Departnent Responses to HFC FYO5 Budget Recommendati ons:

Law
Court System
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University
Gover nor
Legi sl ature

LOG | SPEAKER DI SCUSSI ON
TAPE HFC 04 - 41
SIDE A
000 |LINDA PEREZ, |Explained that the mjority of the
DI RECTOR, increase in the Ofice of the Governor’s
ADM NI STRATI VE budget is due to the transfer of the
SERVICES, OFFICE OF |Ofice of I nt er nati onal Trade from
THE GOVERNOR Department of Conmunity and Econom c
Devel opnent. There have al so been general
fund increments for additional enployer
costs of 5 percent.

126 | Ms. Perez D scussed the three budget anendnents,
which relate to the transfer of the
Ofice of International Trade. There is a
net increase of $119 thousand.

197 |Representative Croft |Questioned the justification for a 20
percent increase in the Ofice of the
Gover nor.

236 | Ms. Perez Reiterated that the majority of the
increase in the Ofice of the Governor’s
budget is due to the transfer of the
Ofice of | nt er nat i onal Trade from
Department of Community and Econom c
Devel opnent. There is also a $2.3 million
for the statewide primary and el ection.

241 | Representative Croft |Questioned if there have been decreases.

258 | Ms. Perez There have been snmall decreases. There is
also a 5 percent increase for PERS

311 |Representative Croft [Clarified that PERS would be fully
f unded.

DEPARTMENT OF NATURAL RESOURCES
504 | TOM | RWN, | Conmrent ed on reductions to t he
COWM SSI ONER, Departnment’s budget. He expressed his
DEPARTMENT OF [pride in the departnent’s acconplishnents
NATURAL RESOURCES and pointed out that the state’'s future
resides in resource devel opnent.

635 | Conm ssioner Irwn Enphasi zed t hat t he depart nment IS
focusing on natural gas pipeline, which
is Alaska’s future. He reviewed sone of
the departnent’s acconplishnents. He
enphasi zed the need for nore exploration.

1048 | Commi ssi oner |Irwin Di scussed reducti ons to t he
Comm ssioner’s office. He noted that a
second deputy comm ssioner was added to
take care of oil and gas issues. This
posi tion is on t he St randed Gas
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negotiation team The ot her deputy
conmmi ssi oner handl es the other activities
of the departnent.

1229 [ Co-Chair Harris Questioned what would not be funded wth
t he $650 t housand reducti on.

1245 | Comm ssi oner |rwi n Not ed t hat one of t he deputy
conmmi ssi oners woul d not be funded at $140
thousand. He added that the specia
assistant/l egislative liaison would also
be el i m nated.

1314 | Representative Croft |Cbserved that there is no general fund
| eft in the Conm ssioner’s office.

1425 | Commi ssi oner lrwi n Agreed and pointed out that the i npact
wi t hout |eadership is not the way to run
a busi ness.

1431 | Representative Stressed that the funds can be nove

Chenaul t within the departnent. The intent was to
find a 10 percent reduction. He spoke in
support of t he Subcomm ttee’s
recommendat i ons.

1555 | Representative Croft | Concl uded t hat t he reducti on was
unal | ocat ed.

1620 [ Comm ssioner Irwn Mai ntai ned that the inpact would be felt
regardl ess of where it is taken. He spoke
in support of the Governor’s proposed
budget .

1656 [ Co-Chair Harris bserved that the departnent’s budget
contains $45 mllion in general fund as
pr oposed by t he Gover nor. The
Subconmi ttee reduced the proposal by $3.5
mllion.

1743 | M. Bus Revi ewed t he reduction to t he
Adm ni strative Services Division. He
stressed that the departnment has tried to
create efficiencies in past years and
would have a hard tinme absorbing the
reducti on.

1852 | Co-Chair Harris Clarified that the reduction was not
consi dered as a depart nment wi de
reducti on.

1918 | Representative Croft |Questioned if the PERS increase was
f unded.

Bus Clarified that they did not receive
additional funds for the general fund
portions of the departnent.

1930 | M. Bus Spoke to the reduction in the Information
Resour ces Managemnent conponent . He
enphasi zed the inportance of the work
done within the conponent.

2014 | Conm ssioner lrwin Discussed the QI and Gas Devel opnent

conponent. He stressed the inportance of
the conponent and observed that the
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departnment would have to decide if the
reducti on should be spread or if projects
shoul d be dropped.

2120 | Conm ssioner lrwn

In response to a question by Co-Chair
Harris, Comm ssioner Irwin reviewed the
activities of the D vision. The Division
nmust be able to defend the state of
Al aska’s position regarding agreenents
and paynents fromoil conpani es.

2236 | Co-Chair Harris

Questioned if the departnent utilized
contract work.

2241 | Conm ssioner lrwn

Alot of the data is done in house due to
confidentiality issues.

2314 | Vi ce-Chair Meyer

Agreed that observed the need to find a
bal ance between contracts in the need to
protect confidentiality. He questioned
what is being done to attract nore oi
conpanies to the state.

2416 | Comm ssioner lrwin

Conpani es need to know that the state is
serious. The departnent provides reports
and data to conpanies. QI and Gas are
the state’ s revenue opportunities.

2625 | Vi ce-Chair Meyer

Referred to North Slope projects. He
agreed that in house staff should be
utilized when confidentiality 1is an
I ssue, but observed t hat out si de
contracts take advantage of the greatest
experti se.

2657 | Comm ssioner lrwin

Noted that there were 4 — 5 projects on
the North Slope. He thought that there
would be 8 — 9 projects tied into Cook
Inlet. The |egislature needs to provide
incentives and there needs to be access.

2744 | Comm ssioner lrwin

bserved t hat t he Al aska Coast al
Managenent Program was transferred to the
departnent and noted that alnbst 50
percent loss in positions. The rate of
pay was reduced for many positions. The
ACMP has function despite of these
reductions and are on schedule. He noted
that it 1is hard to find conpetent
personal at the pay scales offered.
bserved that the inpact of $116 thousand
woul d cost four nore positions in the
Al aska Coastal Managenent Program There
woul d be an automatic increase from50 to
90 days for permt reviews. Noted that
reviews would be a 25 percent cut in
project review coordinators. There would
be 215 fewer reviews out of 860 done in
the last year. He spoke to funding on
expedi ted revi ews.

3142 | Comm ssioner lrwn

Di scussed fund switch of |arge project
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permtting from G- to the Land D sposa
| ncone Fund.

3302 |[NICO  BUS, ACTI NG
DI RECTOR, D VI SI ON
OF ADM NI STRATI VE
SERVI CES, DEPARTMENT
OF NATURAL
RESOURCES,

Di scussed the $542 thousand reduction in
Clainms, Permts and Leases. Cains would
be sl owed down by t he pr oposed
reductions. Leasing and permtting would
also be adversely affected. This is a
significant reduction.

3430 | M. Bus

Revi ewed reductions to t he Title
Acqui sition and Defense conponent of $106
t housand. He observed that there would be
| onger processing time for industry
seeking to use the state's resources.
User fees do not support this conponent.
There would be an increase in backlog
time on title reports processing. Fund
source change would significantly reduced
hydr oel ectri c project support.

3608 | M. Bus

Reviewed the reduction to the Forest
Managenment and Devel opnent conponent. The
reduction would result in a 12 percent
reduction in offerings by the state,
which would result in fewer sales and
less incone to the state. Inspections
woul d be down by 7 percent and training
woul d be reduced, increasing the risk of
violations. Training of 12 interins from
t he Anchorage School District would al so
be i npact ed.

3837 |Co-Chair Harris

Questioned how much forestry work is done
in the state of Al aska.

3846 | M. Bus

bserved that the Governor has been
working to support the issue. He noted
that the state offers as mnmuch as the
federal governnent and has neet its
goal s.

3907 | Co-Chair Harris

Asked i f t here woul d be nor e
concentration on opening the Tongass
Nat i onal Forest for | ogging?

3922 | Conmi ssioner lrwin

Affirmed and stressed that there is
potential of success.

4001 | Co-Chair Harris

Noted the inportance of expanding the
state’'s tinber industry.

4030 | Conmi ssioner lrwin

Agreed and noted that work is going on in
Sout heast Alaska on starting a veneer
pl ant .

4041 | M. Bus

Revi ewed the reduction to the Geol ogica
Devel opnent conponent. He noted that
engi neeri ng geol ogi sts woul d be i npact ed,
which would expose the state to risk.
Geol ogi cal maps and reports for industry
woul d al so be i npact ed.
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4223 | Co-Chair Harris

Asked if aerial mapping for mning has
been proposed.

4229 | M. Bus

Noted that there is a $200 thousand
capi tal request.

4241 | M. Bus

D scussed t he reduction to t he
Agricul tural Devel opnent conponent, which
woul d delete funding for the seed potato
project, $120 thousand. The Governor
asked for an increnent.

4325 | Co-Chair Harris

bserved that one position is responsible
for the program and questi oned what woul d
happen if that person retired.

4354 | M. Bus

Stressed that there are others that
support the position and expressed the
hope that it would conti nue.

4418 | M. Bus

Reviewed the funding swtch in Fire
Suppression. He noted that an increnent
of $250 thousand was requested for heavy
air tanker contracts. This would take
away air tanker support, which could
result in higher suppression costs.

4455 | M. Bus

Revi ewed the reduction to state parks. He
observed t hat t he di scussi ons have
occurred and concluded that the transfer
to public support is too nuch too fast.
He pointed out that closures in 14 nore
units wuld have to be considered.
Revenues would be loss and health and
safety issues would arise from the
reducti ons.

TAPE HFC 04 - 41, Side B

4630 | Representative Joul e

Asked if federal funds would be | ost due
to the reductions.

4536 | M. Bus

Affirmed that there would be inpacts from
t he reductions; the Coastal program would
| ose al nost 50 percent.

4449 | M. Bus

D scussed the Governor’s proposed budget
amendnents. He discussed line item 97,
$10 in federal funds from the Nationa
Park Service to assist in AN LCA

4419 | M. Bus

Reviewed Item 98, $637,800 G- in the
Ofice of Habi t at Managenent and
Permitting to replace unrealized inter-
agency receipts and designated program
receipts. Staffing was reduced and
anticipated statutory designated program
recei pts were not realized.

4230 | Co-Chair Harris

Concl uded that Departnent of Fish and
Gane sent positions wthout funding.

4211 | M. Bus

Responded that the total budget is $3.6
mllion. They need $600 thousand nore. He
observed that the departnent anticipated
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that the personnel would be transferred
at an entry level, which did not occur.

4032 | M. Bus Di scussed Item 99, $125 thousand in
Clainms, Permts, Leases for the expansion
of Bureau of Land WManagenent survey
agreenent in Bristol Bay.

4009 | M. Bus Revi ewed |[tem 100, $35 thousand for a new
project with US Fish and Wldlife and is
all federal funds.

3953 | M. Bus Observed that Item 101 would provide $80
for the seed potato program

3941 | M. Bus Di scussed Item 102, $150 thousand G- to
buy scientific assessnents to collect
research.

3900 | Co-Chair Harris Questioned how ANWR funding would be
utilized.

3847 | M. Bus The Governor would |ike the state to have
an opinion on various issues relating to
ANVR.

3817 [ Co-Chair Harris Questioned if a lack of research was at
issue in regards to would change the
out cone.

UNI VERSI TY OF ALASKA

3735 | Co-Chair Harris bserved that funding for University of
Alaska has remained the sane. The
Committee is contenplating funding in the
capi tal budget.

3701 | PETE KELLY, | Acknowl edged that there has been a

UNI VERSI TY OF ALASKA |[commitnent not to reduce the budget from
the FY 04 anount, but stressed that there
has been an increase in students. There
has been a 36 percent increase in
enrollment in the last four years. There
were 2,000 extra in the |ast two years.

3795 |M. Kelly bserved industry has contributed to
program support, which has allowed the
university to be conpetitive.

3357 |[M. Kelly He felt t hat progr ans woul d be
jeopardized if they were forced to cut
back, which would result in the |oss of
students and faculty.

3300 [M. Kelly Loss in research funding would result in
a loss of federal funding and faculty.

Co-Chair Harris Clarified that $8.8 is needed to cover
increases on PERS and TRS and $10.6 to
remai n_even on operations.

3208 |[M. Kelly Stressed that sone inflationary costs
woul d still not be included.

3036 | Co-Chair Harris Asked if changes to the retirenment system
woul d provide relief.

3024 M. Kelly Expl ained that the changes to the
retirenment system would be a long-term
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inmpact. There would be no benefit in
short term They wuniversity went to a
Tier IV plan.

LEG SLATI VE AFFAI RS AGENCY

2903

PAM VARNI , EXECUTI VE
DI RECTOR,

LEG SLATI VE AFFAI RS
AGENCY

bserved that the proposed Subcommttee
budget represents a 6.3 percent reduction
from the Governor’s budget. She observed
that the Legislative Affairs Agency’s
request represented an $889 thousand
request. She observed t hat dat a
processing was reorganized and a ful

tine position was elimnated in the LIQO

2701

Ms. Var ni

Noted that a one-tinme item for the Joint
Legi slative Salnon Task Force of $177
t housand was eli m nated. In addition,
removing the Alaska Energy Task Force
el i m nat ed $78 t housand, $538 was
elimnated from the Council of State
Gover nnment s annual neeting.

2638

Ms. Var ni

There was a $14.4 decrease in legal and
research services due to the retirenent
of two long-term attorneys. There is a
small increase of $1,800 to the Ethics
Commi ttee for personal services.

2628

Representati ve Croft

Noted that there was a decrenent of $1
mllion in | egal expenses for
redistricting and questioned why it was
kept in the FY 04 base.

2604

Ms. Var ni

Responded that there were no expenses and
that the noney would be |apsed at the
Chai rman’ s request.

2525

Representati ve Croft

Questi oned i f PERS expenses wer e
i ncl uded.

2517

Ms. Var ni

Clarified that the PERS funding was
included at a cost of $1.173 in the
Legi sl ative Affairs Agency budget.

ADJ OURNVENT

The neeting was adjourned at 3:35 PM
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