M NUTES
SENATE FI NANCE COWM TTEE
April 14, 2003
9: 01 AM

TAPES

SFC-03 # 46, Side A
SFC 03 # 46, Side B
SFC 03 # 47, Side A

CALL TO ORDER

Co-Chair Lyda Green convened the neeting at approxinmately 9:01 AM
PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senator Ben Stevens

Senat or Lyman Hof f man
Senat or Donny O son

Senat or Robi n Tayl or

Al so Attending: JANET CLARKE, Director, Dvision of Admnistrative
Servi ces, Departnent of Health and Social Services; KEVIN BROOKS,
Director, Division of Adm nistrative Services, Departnent of Fish
and Gane; KAREN MORGAN, Director, Departnent of Adm nistration,
Department of Public Safety; ED FISHER, Deputy Conmmi ssioner,
Department of Labor and Workforce Devel opnent; GREG O CLARAY,
Comm ssioner, Departnment of Labor and W rkforce Devel opnent;
KATHERYN DAUGHEETTEE, Director, Division of Admnistrative
Services, Departnent of Law, N CO BUS, Adm nistrative Services
Manager and Acting Director, D vision of Support Services,
Departnment of Natural Resources; MKE MAHER, Director, D vision of
Adm ni strative Services, Departnent of Environnental Conservation;
BARBARA TOM, Budget Services, D vision of Adm nistrative Services,
Departnent of Environnental Conservation;

Attending via Teleconference: There were no teleconference
partici pants.

SUMVARY | NFORVATI ON

SB 35- APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
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HB 75- APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
SB  36- APPROP: MENTAL HEALTH BUDGET
HB 76- APPROP: MENTAL HEALTH BUDGET

The Committee heard reports for the budget subconmttees of the
Departnent of Conmmunity and Econom c Devel opnent, the Departnent of
Education and Early Devel opnent, the Departnent of Transportation
and Public Facilities, the Departnment of Corrections, the
Departnent of Health and Social Services, the Ofice of the
Governor, the Al aska Court System the Legislature, the Departnent
of Fish and Gane, the Departnent of Public Safety, the Departnent
of Labor and Workforce Devel opnent, the Departnment of Law, the
Depar t ment of Nat ur al Resour ces, and the Departnent of
Envi ronnental Conservation. The bill was held in conmttee.

#SB35
#SB36
#HB75
#HB76

SPONSOR SUBSTI TUTE FOR SENATE BILL NO 35

"An Act meking appropriations for the operating and | oan
program expenses of state governnent, 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 SS FOR HOUSE BILL NO 75(FIN) am(brf sup maj fld)

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

SPONSOR SUBSTI TUTE FOR SENATE BILL NO 36

"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."

CS FOR SPONSOR SUBSTI TUTE FOR HOUSE BILL NO. 76(FIN)

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

Departnent of Comrunity and Econom c Devel opnent

Co-Chair WIken, Chair
Senat or Fred Dyson
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Senator Gary Stevens
Senat or Donny O son

The Senate Fi nance Budget Subcommittee for the Departnent of
Community and Econom c Developnent net and reports the
foll owi ng budget closeout summary. For conplete nunerical
anal ysis of this budget, please refer to the actual nunbers
contained in the budget documents published by the Legislative
Fi nance Di vi si on.

The Senate Finance Budget Subcomm ttee recommends funding the
Departnment of Conmunity and Econom c Devel opnent general fund
budget at the Governor’s requested | evel of $32,870, 600, which
represents a 19.1 % reduction in general funds spending for
this departnent conpared to its FY 03 Managenent Pl an.

The Subcomm ttee recommends that Total Agency expenditures be
i ncreased by $485,300 above the Governor’s Amended budget
request. Please note that this increase is funded entirely by
recei pt-supported services and Regul atory Comm ssion of Al aska
Recei pts (not general funds). Furthernore, this recommendati on
conmes at the request of the Departnment and is enbodi ed by two
transactions:

1. The fiscal note associated with House Bill 159, relating to
the Al aska Commercial Fishing and Agriculture Bank, was
originally expected to yield a total savings of $244, 400
within the Division of Banki ng, Securities, and
Cor por at i ons. However, upon further review by the
Departnent, it was determi ned that the true savings woul d
be cl oser to $126,000. Therefore, and in anticipation of HB
159 passing into law, the Subcommttee chose to acknow edge
the revised fiscal note and inpose a decrenent to that
Di vi sion by $118, 400.

2. The Governor shifted the Public Advocacy duties within the
Regul atory Conmmi ssion of Alaska (RCA) to the Ofice of
Attorney Ceneral, and, originally, noved seven of its staff
and funding along as well. However, it has since been
determ ned that these staff are not involved with Public
Advocacy work, so the Departnent requests that these staff
and funding remain in RCA. Hence, $359,300 in receipt-
supported services funds were put back into that BRU
[ Budget Request Unit].

The Senate Finance Subcommttee al so accepts the Governor’s
elimnation of all funding for the Alaska Science and
Technol ogy Foundati on (ASTF). However, the Subcomm ttee would
like to recormmend not transferring the balance of the ASTF
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Endowrent into the GCeneral Fund (as the Governor 1is
proposing). It may be worthwhile to consider maintaining the
bal ance of the endownent as is and instead use those nonies as
one-tinme spendi ng under “other funds”.

Co-Chair WIlken read the subcommttee report into the record.

Co-Chair WIlken noted this results in reduction of five permanent
full time and two permanent part tine positions.

Senat or Hof f man asked how t he Power Cost Equalization (PCE) program
woul d be affected by this proposal.

Co-Chair WIken replied PCE woul d be funded at the |evel requested
by the Governor.

Senat or Hof f man understood there to be a $3.1 reduction over the
previous year’s funding. He indicated he would research the matter.

Co-Chair WIlken stated that PCE was not specifically discussed by
the subcomm ttee subsequently no changes were nade to the anount
reconmended by t he Governor.

Co-Chair Green understood there to be no reduction to the FY 03
managenent plan appropriation.

Senator Bunde asked how funding would be offset if the ASTF
endowrent were not deposited into the general fund as requested by
t he Governor.

Co-Chair Wl ken relayed that the subcomm ttee recomendati on does
not continue the ASTF program although flexibility is requested to
hold the funds for future consideration in the FY 04 budget.

Depart ment of Education and Early Devel opnent

Co-Chair WIken, Chair
Senat or Fred Dyson
Senat or Bettye Davis

Depart ment of Education and Early Devel opnment
FY 04 Senate Fi nance Subcommittee
April 11, 2003

The Senate Finance Subcommttee for the Departnent of
Education and Early Devel opnment forwarded a proposed FY 04
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budget to the full Senate Finance Commttee for consideration
that totals $902, 843,900. This anount i ncl udes:

1) $708, 599,800 in general purpose funds (33.1%of total state
general purpose funds);

2) $160, 922,800 in federal funds; and

3) $33,361,300 in other funds.

K-12 Fundi ng Sunmary
e Education Funding Formula is funded at $4,010 per student
* Learning Opportunity Gants (LOGs) are funded at $20
mllion within the | anguage section, a drop of $9, 340, 900
fromthe suppl enental anmount approved | ast session.

e Pupil Transportation costs will be reinbursed at 80% of
FY 03 funding. (However, based on the projected increase
of transportation FY 04 expenses, the actual
appropriation of $43,188,200 is 74% of the actual FY 04
request.)

e Tuition/Ward of the State Program fundi ng ($2,225,000) is
elimnated, affecting nainly Anchorage, Fairbanks, and
Kenai .

Fund Sour ce Changes

e Slightly over $2.5 nmillion of general purpose funds
replaced federal TANF [Tenporary Assistance for Needy
Famlies] funds to maintain a current level for Head
Start G ants.

A new Autism Training and Educational Initiative is
funded wth $150,000 MATAAR [Mental Health Trust
Aut hority Authorized Recei pts] funds.

e Approximately $45 million No Child Left Behind federa
funds will be passed through 53 |ocal school districts.

e The Miseum conponent received a $30,000 increase in
Recei pt Supported Services to help naintain the current
| evel of service at the Shel don Jackson Museumin SitKka.

Program Changes

e Child Care Assistance and Licensing is transferred to the
Departnent of Health and Social Services.

e Alaska State Conmunity Service Conm ssion is transferred
to the Departnment of Community and Econom c Devel opnent.

« Alaska Vocati onal Training Education Center IS
transferred to the Departnent of Labor and Wbrkforce
Devel opnent .

 Alaska Youth Initiative and OQut-of-State Placenent
prograns are transferred to the Departnent of Health and
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Soci al Servi ces.

Co-Chair WIlken highlighted that the subcommttee recomends
adopting the Governor’s proposal with the exception of increased
recei pt authority for the Shel don Jackson Miseum

Co-Chair WIken voiced concerns of the subcommttee regarding
reductions to education funding and |isted those anounts as
reflected in the subcomm ttee report.

Co-Chair WI ken pointed out that the subcommttee found that the
nunber of students clained as “intensive service students” has
i ncreased 26.2 percent in the past five years. He expl ained that
school districts receive five tines the normal student dollars, or
approxi mately $20, 000, for each of these students. He reported that
the subcommittee reconmmends an audit of this system at cost of
$223,000. He surmsed that a return fromthis audit could be “well
in excess” of the anmount spent.

Co-Chair WIken noted the subconmittee recomends the elimnation
of Alyeska Central School interagency receipts, although he was
unsure of the inpact of this action if the pending SB 107-
CORRESPONDENCE STUDY does not pass into law. He infornmed that this
budget ary change woul d elimnate 48 positions.

Co-Chair WIken stated that passage of SB 110- UNDER SCHOOL ACGE
STUDENTS, SB 121- COMMUNI TY SCHOOLS and SB 107- CORRESPONDENCE STUDY
are necessary to inplenment the subconmittee’ s recomended budget.
He predicted that anmendnents to the FY 04 operating budget woul d be
necessary if any of the aforenentioned bills do not pass.

Co-Chair WIlken indicated that the transfer of several prograns
fromthe Department to other agencies has resulted in a decrease of
87 permanent full tinme positions, 25 permanent part tinme positions
and one tenporary position. He qualified that funding for these
positions would be reflected as increases to the budgets of the
af fected departnents.

Co-Chair WIlken referenced a letter of concern signed by the
subconm ttee nenbers and expressing concern over the CGovernor’s
proposed $29.3 million reduction to the Departnent from FY 03
appropriations and intent to identify additional funding, which
reads as follows.

The Senate Finance Subcommttee for the Departnent of
Education and Early Devel opnent net on Friday, April 11, 2003
and voted to forward the attached spreadsheets to the ful
Senate Finance Commttee for consideration.
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The Subcommittee’ s recomendati on for the Departnent’s budget
neets the requested allocation target, however, we have
serious reservations about the proposed | evel of funding for
K-12 public education. The cumul ative effect of the proposed
reductions to the Learning Opportunity Grants program pupi
transportation, debt reinbursenent, and a | ack of recognition
of the increased school operating costs will seriously inpact
t he educational progranms in all 53 school districts.

As the Senate Finance Conmttee continues its deliberations on
the total state operating budget, we are hopeful that
additional funding will also be available so that our |oca
school districts can continue to offer Al aska students the
best educational opportunity possible.

Senat or Bunde noted nenbers received extensive input regarding the
Al yeska Central School (ACS). He noted argunents were nade
chal l enging the claimthat closure of this programwoul d save the
State noney. He asked if the subcomm ttee addressed the matter.

Co-Chair WI ken responded the ACS is conprised of two conponents:
t he summer school program and the correspondence program He stated
that closure of the sumer school programwould result in savings
to the State. He reported that the subconmmttee determ ned that
cl osure of the correspondence program woul d be revenue neutral. He
expl ai ned that because participating students would attend ot her
schools, the State would continue to expend funds.

Senat or Hof f man was encouraged that the co-chair had concerns about
the limted funding for education. He expressed he would anticipate
the Conmttee’s actions to rectify the situation. He preferred that
t he budget include funding for those prograns subject to changes
pendi ng the passage of other legislation. He suggested that the
budget could be anended in the event those bills were to pass.

Co-Chair Geen commented on the difficulties in preparing the
budget for this Departnment, due to the separate pending | egislation
and the transfer of prograns to other agencies. She pointed out
that enactnment of SB 345, relating to school districts becom ng
vendors, from the previous |egislative session could result in
increased funds for this Departnment. She furthered that if
psychiatric students were returned to Al aska, funds woul d no | onger
be sent to out of State facilities for the purpose of educating
t hese Al askan students.

Departnent of Transportation and Public Facilities
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Co-Chair WIken, Chair
Senator Scott Ogan

Senat or Tom Wagoner
Senat or Ceor gi anna Lincoln

Tal ki ng Poi nts on DOT&PF Subconm ttee C oseout

e The purpose of this neeting is to closeout the DOT&PF
operating budget subcommttee and adopt the reconmendations to
be forwarded to the full Senate Finance Conmttee for
consi derati on.

e The Senate Finance Operating Budget allocation for DOT&PF
resulted in a $699,700 general fund reduction to the
Governor’ s Anended Request. This has been acconplished and is
reflected in the transaction sheets [Available from the
Di vision of Legislative Finance 907-465-3795].

e The first handout “Agency Totals — FY 04 Operating Budget -
Senate Structure” shows a summary of the subconmittee’s
recommendation [Available from the D vision of Legislative
Fi nance 907-465- 3795].

e First is a $30,000 reduction in contractual expenses fromthe
Hi ghways and Aviation BRU This noney was a one-tine
appropriation in the FY 03 Mnagenent Plan intended to
i ncrease the nunber of signs rem nding slow drivers to pull
over so the congested traffic behind them can pass. This
reducti on was reconmmended in the House subconm ttee.

» Second, the subcomittee recomends a $699, 700 reduction in
General Funds and increase the CIP [Capital |nprovenent
Projects] by the same anpbunt which will be reflected in the
Departnment’s indirect cost allocation plan (I CAP).

= |t has cone to ny attention that the Departnent has
el ected to charge rates | ower than what is permssible
by the Federal H ghway Adm nistration for their | CAP

» This subcomm ttee believes that the Departnent should
take full advantage of federal CIP receipts that can
be used for overhead costs in order to relieve sone
pressure fromthe general fund.

e This subcommttee report fully funds the Governor’s request
for FY 04 and supports his commtnent to continue an increased
| evel of highway and airport maintenance. This report also
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reflects the subcommttee’s support for the Governor’s
reorgani zati on of the Departnent.

Co-Chair WI ken overviewed the tal ki ng points.

Co-Chair WI ken conmented he was inpressed at the willingness and
cooperation of Departnent personnel to achieve efficiencies and
utilize funds for mai nt enance and operations, which he

characterized as priorities. He stated this Departnent is receiving
“intense scrutiny” by the comm ssioner and that further advances
woul d be reflected in the FY 05 operating budget request.

Senator Tayl or asked about the subconmttee’ s recommendation to
fund the Marine H ghway System $579,000 |ess than the anount
approved by the House of Representatives.

[ Note tape interruption]

Senator Taylor agreed to discuss the matter at a later tine.
Senator O son asked if the subcommttee discussed the delays and
budget overruns of the inprovenents to the Ted Stevens Anchorage
I nternational Airport.

Co-Chair W Il ken responded the issue was not addressed in this
budget, as it is “a whole different subject”.

Department of Corrections

Co- Chair Green, Chair
Senator Scott Ogan
Senator Gary Stevens
Senat or Gretchen Quess

The Senate Finance subcommttee on the Departnent of
Corrections has considered the Governor’s FY 04 budget
proposal. Admnistrative Order No. 207 was issued by the
Governor directing the Departnent to “streamnline operations,
realize efficiencies, contain costs and inprove functions.”

In response, the Departnent consolidated its operations into
three divisions: |Institution, Probation and Parole, and
Adm ni strative Services. The Departnent is in the process of
consolidating functions at both the managenment and operati onal
| evel s to save and redirect funding for front Iine positions.
Legislation is making its way through the House and Senate to
save State general funds through the Correctional Industries
Program and the concept of nedical parole for prisoners who
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are termnally ill and incapable of presenting a danger to
soci ety.

The CGovernor’s FY 04 budget proposal reduces State genera
fund expenditures by $6.5 mllion, and reduces overal
spending by $2.8 nmillion.

The subcommittee recomrends the Governor’s proposed FY 04
budget with the follow ng structural change: creation of a new
conponent, the Anchorage Correctional Conplex, that conbines
the Anchorage Jail and the Cook Inlet Correctional Facility
into one mnmanagenent wunit. This <change is outlined in
Adm nistrative Order No. 207, and does not result in any
change in FY 04 funding |evels.

Governor’s Amended

Gener al Purpose $148, 239, 900
Feder al 3,451, 100
O her 26, 180, 500
Total FY 04 177, 925, 500
Changes $0.0
Subcommi tt ee Recommendati on
Gener al Purpose $148, 239, 900
Feder al 3,451, 100
O her 26, 180, 500
Total FY 04 177, 925, 500

Co- Chair Green overviewed the subcomm ttee report.

Co-Chair Geen furthered that additional funds from permanent fund
di vi dend garni shments woul d be utilized to fund this Departnent and
that reductions woul d be nade to sonme i nmate prograns. She pointed
out the Governor’s proposed budget includes a one-half percent, or
$800, 000, reduction “across the board”.

Department of Health and Social Services

Co-Chair Geen, Chair
Senat or Ben Stevens, Chair
Senat or Ral ph Seeki ns
Senator Hollis French

The Senate Finance subcomm ttee on the Departnent of Health
and Social Services held neetings with the Departnent during
the last two weeks to discuss the agency’s prograns and FY 04
budget proposal. WMjor changes have been proposed by the
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Governor that include:

* Internal reorganization and consolidation of functions.

e Creation of a departnent-wi de program review office for
program efficiencies, coordination, and integrity.

» Decentralized admnistration of the Medicaid Program of
four areas of care:
o Children's Services
o Behavioral Health Services
0o Seniors and Disabilities Services
0o Health Care Services

e Senior and children’s prograns transferred from other
agenci es:
o Longevity Progranms and Boards, Pioneers’ Hone, and
Seni or Services fromthe Departnment of Adm nistration
o Child Care Assistance fromthe Departnment of Education
and Early Devel opnent

e Elimnation of the Longevity Bonus Grants program

e General fund reductions through cost contai nnent neasures
and reduced services:
o Program reductions through legislation (SB 109, SB
117, SB 123, SB 124)
o Medicaid cost containment and ProShare refinancing
0 Reductions to lower priority grants and advocacy
grants

Ful | funding increases in formula driven prograns to reduce
suppl enent al requests.

The subcommttee has accepted the Governor’s reconmended
changes outlined above. The Departnent is naking trenmendous
strides toward inproving the quality and delivery of services,
maxi m zi ng exi sting resources, and ensuring accountability and
integrity in its prograns.

In addition to the Governor’s baseline FY 04 budget proposal
the subcommttee recommends the changes detailed in the
foll ow ng pages [available fromthe D vision of Legislative
Fi nance 907-465-3795]. These changes net a decrease of State
general fund expenditures of $7.4 mllion below the Governor’s
pr oposal .

Governor’s Amended

Gener al Purpose $552, 961, 100
Feder al 897, 103, 000
O her 221, 994, 000
Total FY 04 1,672,058, 100
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Changes

CGeneral Purpose ($7, 394, 400)
Feder al 0.0
O her (8, 300, 800)
Total FY 04 (15, 695, 200)
Subconm tt ee Recommendati ons
CGeneral Purpose $545, 566, 700
Feder al 897, 103, 000
O her 213, 693, 200
Total FY 04 1, 656, 362, 900

Co-Chair Geen remarked that in addition to accepting the
Governor’s proposal, the subcommttee recomends the “reprogramm ng
of al cohol tax and tobacco settlenent funds.” She furthered that at
the request of the Al aska Mental Health Trust Authority (MHTA), the
subcomm ttee also recomends elimnation of two prograns and
changes to the State’s conprehensive nental health prograns.

Co-Chair Green commented on the many interest groups and affected
parties participating in this budgetary process, sone of which
contribute funds. She told of efforts made to satisfy these
entities and ensure feasibility for the Departnent.

Co-Chair Green detailed reductions to the Children's’ Services
Budget Request Unit (BRU) of $1.5 million and the change to the
Foster Care, Special Needs base rate, due to over-funding and
nonuse of funds. She also noted a $500, 000 appropriation for court
orders and reunification has historically been included in the
budget appropriation, although this itemwould be funded through a
suppl enental appropriation, as actual expenditures could not be
anticipated. She pointed out this is simlar to the funding
procedure for judgnents and m scel | aneous cl ai ns.

Co-Chair Green explained that the subconmttee recomends utili zing
al cohol tax revenues to fund existing behavioral health prograns
W thin Medicaid and utilizing tobacco settlenent receipts to fund
treatnent of tobacco related ill nesses. She added that the tobacco
prevention and control programwould no | onger be partially funded
wi th general funds and that overall funding would be reduced to FY
02 appropriation anpunts according to the subcommttee
reconmendat i on.

Co-Chair Geen spoke to the subcommttee recomrendations for
increnental increases to grant prograns including the |Infant
Learning program grants, and of efforts to achieve a standard to
reach all at-risk children and those denonstrating devel opnenta
disabilities or delays, simlar to the federal standard. She added

SFC- 03 (12) 04/ 14/ 03



that the subcomm ttee reconmends the prograns be needs based.

Co-Chair Green relayed that the subcommttee focus on the community
health grants has been to direct services to individuals based on
priority and that |ess funds would be expended for non-direct
servi ces.

Co-Chair Geen then inforned of the subcommttee’ s reconmendati on
to reduce the Departnment’s budget by $490,000 with the intent that
the reduction would be distributed throughout personal services,
travel expenses and contractual services.

Co-Chair Green explained the proposed elimnation of the Ball oon
Project, noting that the three-year pilot project was extended two
nore years. She assured the efforts would continue with the
transfer of front line social worker positions and the creation of
an Adoption Placenent Legal Services conponent. She stressed the
i mportance of funding the |egal expenses involved in adoption
pl acenent .

Co-Chair Geen stated that the Healthy Famlies program had
previously been funded utilizing Tenporary Assistance for Needy
Fam lies (TANF) funds, which are no | onger avail able. However, she
poi nted out the subcommi ttee reconmends that the Better Begi nnings
portion of the program be transferred to Children’s Service
Managenment with fundi ng “earmarked” by US Senator Ted Stevens.

Co-Chair Green relayed that the subconmttee and the MHTA addressed
the Community Health, Alaska Psychiatric Institute (API) and
recommended funding the “single point of entry” program as well as
“m nor changes” to acconmodate those needs.

Co-Chair WI ken understood the subcommittee recommends reducing
general fund funding to the $4.9 mllion infant |earning program by
$250, 000. He cal culated this woul d be approximately five percent of
the total expenditure. He also noted subcommittee guidelines on
delivery of the services in a nore efficient manner.

Co-Chair Green affirned.

Co-Chair Wl ken next clarified that the subcomm ttee recommends
elimnation of the $158,000 general fund conponent for Tobacco
Prevention and Control item and transferring the renmaining $2. 04
mllion of tobacco settlenent funds anongst other tobacco rel ated
servi ces.

Co-Chair Green affirmed the tobacco settlenent receipts would still
be used to fund tobacco-rel ated services, specifically to pay the
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Medi cai d portion of the expenses for those who suffer from al coho
or tobacco-rel ated di seases and il | nesses.

Co-Chair Geen furthered that the creation of the Tobacco
Prevention and Control programrequired a certain |evel of funding
and that the program is now operational, wth television
commercials conpleted and brochures printed, etc.

Senat or Bunde cautioned that the programis currently working and
shoul d not be changed so that it no | onger works.

Co-Chair Geen assured that the program would receive over $2
mllion under the subcommttee proposal, which she surmsed is
adequate to nmintain operations.

Senat or Hof fman continued to support the Longevity Bonus program
and noted that the subcommttee reconmmends conpletely elimnating
the funding. He asserted that the Legislature nade a commtnent
regarding this program

Senat or Hof f man next addressed the Balloon Project, which has been
very successful, with 90 percent achievenent. He asked with the
transfer of the tw social worker positions if the primary
functions of those positions would continue to address the
fundanental s of the program

Co-Chair Geen indicated this is her intent. She told of the
expectation that as the nunber of children in foster care “left the
systent through adoption, the workload of this programwould | eve
off. She requested further detail from the Departnment about
protecting the integrity of the project.

JANET CLARKE, Director, Dvision of Admnistrative Services,
Departnent of Health and Social Services, affirned the intent that
the positions would remain focused on the Ball oon Project and not
beconme assigned to other functions.

Senat or Hoffrman shared Senator Bunde’s concerns regarding the
appropriation of tobacco settlenent funds for uses other than the
Tobacco Prevention and Control program

Ms. Clarke pointed out the adjustnent reconmmended by the
subcomm ttee is not consistent with Governor’s proposed budget. She
expressed di sappointnment with the proposed transfer of the funds,
al though wunderstood the budget constrains and recognized the
rel ati onship between the high Medicaid costs of treating tobacco
related ill nesses.
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Ofice of the Governor

Co-Chair Green, Chair
Co-Chair W/ ken

Senator CGene Therriault
Senat or John Cowdery
Senat or Donny d son

Governor’s Ofice FY 04 Operating Budget
Subcomi tt ee Reconmendati ons

The Senate Fi nance subconmttee on the Governor’s Ofice FY 04
operating budget denied the request for a statew de
unal | ocated reduction of $2,000,000, putting the Governor’s
Ofice FY 04 authorization at $14, 455,900 in general funds and
$14,679,500 in total.

Wth the exception of a general fund increase to the
Governor’s Contingency Fund for unexpected situations, this
reconmendation is primarily a maintenance budget for the
Governor’s O fice. After adjustnents are made for program
transfers wthin the Governor’s Ofice and to other
departnments, the result is the FY 03 managenent plan plus
i ncreases necessary to pay higher health insurance prem uns,
an increase in interagency receipts for Denali Conm ssion
staff, and federal receipts for the Human R ghts Comm ssi on.

The FY 04 CGovernor’s Ofice budget request reflects the

foll ow ng organi zati onal changes:

e Primary responsibilities of t he Equal Enpl oynent
Qpportunity Ofice are transferred to the Departnent of
Adm ni stration, Division of Personnel.

* Responsibilities of t he Di vi si on of Gover nnent al
Coordi nation and the Seism c Hazards Safety Conm ssion are
transferred to the Departnment of Natural Resources.

e Savings from this reorganization are transferred to the
Ofice of Mnagenent and Budget to support new audit
functi ons.

e The Division of Elections is assumng responsibility for
APCC [ Al aska Public O fices Comm ssion] reporting provided
SB 119 / HB 157 passes. If legislation does no pass,
funding and positions will remain within the Departnent of
Adm ni stration.

Co-Chair Green read the subcommttee report into the record.
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Al aska Court System

Co-Chair Green, Chair
Senat or John Cowdery
Senat or Tom Wagoner

Senator Hollis French

The Senat e Finance Subconm ttee recomendations for the Court
Systenis FY 04 operating budget result in an operating budget
for the Court System of $55,998,400, of which $54, 845,500 is
general funds. Belowis a summary of the increnments approved.

The following requests for general fund increases are approved
under this proposal:

* $75 per nonth per enployee increase in health insurance

prem uns $598, 800
e« Wde-area network fee increase (data processing

char geback) $271, 500
e Courtroomsecurity for Juneau, Kenai and Pal ner $230, 000
e Third District — Judge and Court Cerk $180, 100
e Second District — Kotzebue Court Rel ocations $128, 000
e Second District — Rent increase in Unal akl eet $6, 100
e Fourth District — Bethel Courtroom addition $45, 000

Requests for increnents in other funding sources are approved
as follows:

e Authority to Receive and Expend Non- Federal G ant Funds

(Statutory Designated Program Recei pts) $10, 000
e Court-Coordi nated Resources Project (MHTAAR) $8, 200
* Donestic Violence Case Handling I|nprovenents (Federal
Recei pt s) $200, 000
e Famly Law Self-Help Center Facilitator (Inter-Agency
Receipts - federal funds from the Child Support

Enf orcenent Division, [Departnent of Revenue]) $45, 600

These increments represent the court systems highest
priorities and allow the courts to inprove efficiency and
security of judicial proceedings.

Co-Chair Green read the subconmittee report into the record. She
noted the increase over the FY 02 budget would allow the Al aska
Court Systemto operate at a nmintenance |evel.

Co-Chair Geen relayed that after hearing testinmony on the

conditions of sone of the courtroons, the subcommittee felt
conpel l ed to recommend funding for the aforenentioned inprovenents.
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Co-Chair Geen inforned that the subconmttee recommendati on deni ed
a requested $1.15 mllion in increnents.

Senator Hof fman pointed out that funding for health insurance
increases is not included in the subcomm ttees’ recomendations for
ot her departnents and asked the intent of the Commttee.

Co-Chair WIlken clarified that funding for this itemis included in
the proposals of the three budget subconmittees that he chairs.

Co-Chair Geen was unsure if funding was included for every
departnent and assured the matter woul d be addressed.

Senator Hoffnman stated that the Departnent of Natural Resources
budget subcomm ttee recommendati on does not include such funding
because the chair of that subcommttee, Senator Bunde, indicated
the full Conmttee woul d address the matter.

Legi sl ature

Co-Chair Geen, Chair
Co-Chair W/ ken

Senat or Gene Therri aul t
Senat or John Cowdery
Senat or Lyman Hof f man

The Senate Finance subcommittee recomendation for the
Legislature’s FY 04 budget totals $38,969,400, of which
$38, 043,800 is general funds. The reconmendation reflects a
total reduction of $622,100 fromthe FY 03 nanagenent plan and
is $1,050,600 below the Governor’s anmended request for the
Legi sl ature.

This recommendation provides funding for the individual
conponents at the anounts requested by Legislative Affairs,
Legislative Audit and Legislative Finance. Wth two
exceptions, it is the same budget as adopted by the House
Subcommi tt ee.

1) The Ofice of Victims R ghts requested an increase of
$35,300 in PFD [Permanent Fund Dividend] funds and a
$14, 800 fund source change from general funds to PFD funds
to cover increased costs for FY 04. The House approved the
i ncrease and fund transfer and reduced PFD funds avail abl e
for the Departnent of Corrections. This recomendation
approves the requested increase, but funds it wth general
funds rather than PFD funds.
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2) The House authorized an FY 04 allocation of $1,557,800 for
Conm ttee Expenses of the Budget and Audit Committee. After
consultation with the chair of that commttee, the
contractual line of this allocation was reduced by $100, 000
in the Senate reconmendati on.

Co-Chair Green read the subcommttee report into the record.

Departnent of Fish and Gane

Senat or Ben Stevens, Chair
Senator Scott Ogan

Senat or Tom WWagoner
Senator Kim Elton

Senat e Fi nance Subcommittee
Department of Fish and Gane Budget

The Senate Finance Fish and Gane Budget Subcommttee is
funding the Departnent’s FY 04 budget request at the
Governor’s level for general funds wth the follow ng
recomendat i ons:

e At the Departnent’s request, the subcommittee recomends an
i ncrenent of $500,000 federal receipt authority for the
i npl enentation of the US/ Canada Yukon River Treaty.

e Transfer $800,000 of general funds from the State
Subsi stence conponent to various Comercial Fisheries
Regi onal conponents.

e Increase fish and gane funds by $190, 000: $95,000 to be
all ocated to the Sport Fisheries appropriation and $95, 000
to the WIldlife Conservation appropriation.

e Sport Fisheries Habitat requested $264,000 general funds
resulting fromthe transfer of habitat functions fromthe
Depar t ment of Nat ur al Resour ces. The subcommttee
recogni zes this general fund transfer is part of an agency
reorgani zati on cost and expects this to be a one-tine need
of general fund.

Senator B. Stevens overviewed the information contained in the
budget subcomm ttee report.

Senator B. Stevens noted the subcomm ttee recomends the Division
of Subsistence be funded at the FY 03 level of $224,000 genera
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funds. He told of a tenporary transfer of sone Division of Sport
Fish duties to the Division of Habitat, until habitat biologists
coul d be found positions within the D vision of Sport Fish.

Senator Hoffman referenced $35 million for disaster relief and
asked how the State would receive and expend those funds, as the
Legi slature has the power of appropriation regardless of the
Governor’s intention.

Senator B. Stevens understood the CGovernor was preparing a proposal
for the use of these funds.

Senator Hoffman asked if separate |legislation would be enacted
during this session or whether the appropriation would be included
in the operating budget.

Senator B. Stevens was unsure of the process.

Senat or Hof fman stressed the inportance of begi nning inplenentation
before the fishing season begins. He encouraged the Legislature
take action before the session concl udes.

Senator Taylor asked the funding source of the Crystal Lake
Hat chery appropriation of $192, 700.

Senator B. Stevens recall ed di scussion on the matter and deferred
to the Departnent.

KEVIN BROOKS, Director, Division of Admnistrative Services,
Departnment of Fish and Ganme, testified that the Crystal Lake
Hat chery conponent was transferred to the Sport fish BRU He stated
that the $192,000 was “tied up in a contract with the Southern
Sout heast Aquacul ture Association” and is a “permanent part of the
budget ”.

Senat or Tayl or understood this to be the case.

SFC 03 # 46, Side B 09:49 AM

Senat or Tayl or asked if the Departnment intended to utilize sal non
enhancenent funds for Hatchery operations, as has been done in the
past .

M. Brooks responded that fish and gane funds woul d be used for the

Departnent’s portion of the operational expenses. He noted these
funds are garnered fromthe sale of fishing and hunting |icenses.
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Senator Taylor asked if the appropriation for the Hatchery is
specifically revenue from the king salnon stanps purchased in
conjunction with fishing |icenses.

M. Brooks replied that a conbination of both |icenses and stanp
sal e revenues woul d be used.

Senator Taylor recalled negotiations at the tine the Southern
Sout heast Aquacul ture Associ ati on assunmed operation of the Hatchery
and other facilities regarding debt forgiveness, interest |evels
and ot her issues to ensure adequate cash flow. He asked if a “final
solution” could be found for this “on-going difficulty”.

M. Brooks responded that wunder the contractual agreenent the
Associ ation continues to operate the Hatchery. He stated he woul d
need to research the use of sal non enhancenent funds.

Senator Tayl or expressed this would provide a solution.

Senat or Hof f man asked the inplication of the transfer of $800, 000
from the Division of Subsistence to the D vision of Commrercial
Fi sheri es.

M. Brooks replied the situation would be the same as encountered
the prior year, which “poses challenges”. He qualified that the
Departnent has yet to determne a course of action. He noted the
House of Representatives approved funding for this.

Senat or Hof f man asked how the $800,000 would have be spent if
appropri at ed.

M. Brooks answered that these funds were expended in prior years
for subsistence harvest assessnents and to | everage federal funds
fromthe Ofice of Subsistence Managenent.

Department of Public Safety

Senat or Ben Stevens, Chair
Senat or Gene Therri aul t
Senat or Ral ph Seeki ns
Senat or Gretchen Guess

Senat e Fi nance Subcommittee
Department of Public Safety Budget

The Senate Public Safety Budget subcommttee is funding the
departnment’ s budget at the Covernor’s level with the foll ow ng
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recommendat i ons:

e Transfer of $246,000 general funds, wth the agencies
approval, for noving Victimis For Justice from the
Department of Public Safety to the Departnment of Law.

e Fund source change of $431,600 from general funds to
recei pt supported services for a net zero.

e Increase inter-agency receipts of $280,000 for Fish and
Wldlife Protection appropriation, Mrine Enforcenent
conponent, to receive funds fromthe Departnent of Fish and
Game to support Western Alaska |law enforcenent by fully
funding the Wl dstad and Stinson patrol vessels.

e Deny the departnment’s request to nove $431,600 general
funds out of AST [Alaska State Troopers] Detachnment to
fifteen component s agency-wide to fund the ACS
t el ecommuni cati on and conputer services billing contract.
The subconmittee reconmmends funding these conponents with
general fund increnments that were nade avail abl e through a
recei pt supported services carry-forward in Fire Prevention
(i ncrease of $231,600) and Al aska Crimnal Records and ID
(i ncrease of $200, 000).

e Recommend a technical, line itemtransfer under the Al aska
Public Safety Information Network by noving $47, 700 from
contractual services to mscellaneous line itemto correct
the Governor’s request.

Senator B. Stevens read the subcommttee report into the record. He
poi nted out the subcomittee recommendation is $667,000 genera
fund | ess than the anount requested by the Governor, although the
total budget would be a higher anpbunt than that in the Governor’s
proposal. He attributed this to fund source transfers.

Senator Hoffrman requested an outline of how the Wldstad and
Stinson patrol vessels operations would be funded.

Senator B. Stevens replied that an i ncrease of $280, 000 i nteragency
recei pts in accordance with an agreenent between the Departnment of
Fish and Ganme and the Departnent of Public Safety to utilize the
patrol vessels for commobn m ssions.

Senator Hoffrman clarified that funds woul d be appropriated for both
vessel s rather than just the Stinson.
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Senator B. Stevens affirnmed and explained that the appropriation
woul d provi de adequate funding to continue operations as done in FY
03.

Senat or Hof f man under st ood additional capital project funds would
be required to operate the Wl dstad.

Senator B. Stevens affirnmed and comented that if funds becone
available to refurbish the Wldstad, the appropriation in the
operating budget would be utilized to operate the conpl eted vessel

KAREN MORGAN, Director, Departnent of Adm nistration, Departnent of
Public Safety, affirnmed Senator Hoffman that additional capita
funding is required to return the WlIldstad to service. She
indicated the Departnent and the budget subcommttee has been
addressing the matter.

Senat or Tayl or referenced the proposed $127,000 fundi ng reduction
for aircraft and opined that the budgeting process is a “crude way
to approach what should be a policy decision nmade by the
Legi sl ature” regardi ng whet her search and rescue activities should
be undertaken by the Department or by the GCvil Ar Patrol and
volunteers, as done in the past. He relayed conplaints that
vol unteers are not dispatched and i nstead an Al aska State Trooper
is paid overtinme wages to conduct a m ssion.

Senat or Tayl or expressed concern with the current policy that only
allows Troopers to fly Department-owned aircraft and only for
Division of Alaska State Troopers (AST) business. He conpl ai ned
about the use of AST Conplained about use of AST aircraft to
transport the Governor, and asserted that funds for these
activities should be paid fromthe Ofice of the Governor budget.

Senat or Tayl or next spoke to the “quality of pilots” and the
i ncreased qualification requirenents of private pilots contracting
with the Departnent of Fish and Gane to perform stream surveys. He
remarked that the size of the Departnent of Public Safety aircraft
fleet has steadily increased along with the use of that fleet;
however the experience of the pilots is limted. He suggested
private sector pilots with nore experience should be utilized
i nst ead.

Senat or Tayl or relayed that the Conm ssioner intends the Departnment
to have the “finest fleet in the world.” Wile he agreed the
Departnent shoul d have the best possible equi pnment, he questioned
the need for 46 fixed wing aircraft and six helicopters. He
remarked that review of flight logs found that the majority of the
use of Department aircraft has been for training purposes.
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Senat or O son understood the need for Troopers to access vill ages,
given the limted nunber of personnel in conparison to the
jurisdiction. However, he expressed concern with the general policy
regarding the significant expansion of the aircraft fleet and
specifically howit would be inplenented. He recall ed the previous
year’s intent to replace sonme aircraft with newy acquired
secondhand aircraft, which did not occur. He cautioned agai nst the
need to house and maintain a large aircraft in the future.

Senator O son also disagreed with the changes to the search and
rescue procedures. Wiile he understood the need for Troopers to be
involved in these activities, he surmsed the AST should focus on
coordination efforts.

Department of Labor and Wor kf orce Devel opnent

Senat or Con Bunde, Chair
Senat or Fred Dyson
Senat or Ral ph Seeki ns
Senat or Bettye Davis

Senat e Fi nance Subconm ttee — Departnent of Law
4-9-03

The Senate Fi nance Subcomr ttee has adopted the foll ow ng FY
04 budget for the Departnment of Labor and W rkforce
Devel opnent. This budget contains $10,993,200 in general
funds, $97,029,100 in federal funds, and $45,517,600 in other
funds as proposed in the Governor’s anended budget.

In this budget, there are changes to the Enploynent Security
appropriation, which is now divided into two appropriations.
The first appropriation, Conpensation and Safety, contains
progranms for W rkers’ Conpensation and Labor Standards and
Safety. The second appropriation, Business Partnership,
contains all of the enploynent, training and unenpl oynent
i nsurance prograns. The restructuring of the Enploynent
Security appropriations reflects the funding specific to those
prograns and wll enable the Departnent to work toward
conpliance with the Wirkforce | nvestnent Act of 1998.

While there is a general fund reduction to | ndependent Living
Rehab, the Department has identified $300,000 in carry-forward
federal funds that can be used to help continue services.

The subcomm ttee concurs with the Admnistration’s effort to
increase efficiency throughout State governnent and the
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changes made through Admnistrative Order No. 205,
Establishing the Division of Business Partnerships in the
Departnent of Labor and Wor kforce Devel opnent, are reflected
in this budget.

The subcommittee adopted the follow ng intent |anguage.

Conmpensati on and Safety Al aska Safety Advi sory Counci
The anobunt appropriated by this appropriation includes the
unexpended and unobligated bal ance on June 30, 2003, of the
Depart ment of Labor and Workforce Devel opnent, Al aska Safety
Advi sory Council receipts under AS 18.60. 840.

Senat or Bunde read the subcommittee report into the record.

Senat or Bunde requested the Departnent provide clarification of the
f undi ng reducti ons proposed for t he | ndependent Li vi ng
Rehabi litati on program He understood that approximtely $5 mllion
woul d be available to fund the program

Senator O son asked the inpact on vocational training in rural
Al aska.

Senat or Bunde predicted a positive inpact, indicating that the
Comm ssioner is supportive of community college and other
vocati onal training.

ED FI SHER, Deputy Conm ssioner, Departnment of Labor and Workforce
Devel opnent, testified that approximately $1.5 mllion would be
avai |l abl e for the I ndependent Living Rehabilitation program under
the subcomittee’s proposal. He informed that approxinately $4.9
mllion in “independent funds flow around the Departnent” to the
i ndependent living centers, which in sone cases are “used for other
pur poses”.

Senator O son restated his question about the overall effect on
vocational training for residents in Rural Al aska.

M. Fisher rem nded that the functions were transferred fromthe
Depart nent of Education and Early Devel opment to the Departnent of
Labor and Wor kforce Devel opnent.

Senator O son also was unsure of the funding sources.

M. Fisher understood that funding for these prograns was reduced

before the transfer occurred, although he did not anticipate
further reductions.
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Senat or d son asked the anpbunt of the reductions.

Senator Bunde replied that the admnistration grant to the Kotzebue
Technical Center would be reduced from $1.1 million in FY 03 to
$809, 000 in FY 04 under the subcommttee’ s proposal.

Senator d son asked how sane | evel of services woul d be conti nued.

M. Fisher was unsure, and suggested operations could be addressed
in a different manner.

Co-Chair Green directed the witness to provide further information.

Senator Hoffrman asked for clarification of funding for the
| ndependent Living and Rehabilitation program pointing out a 48
percent reduction of $763,900. He wanted to know the inpact this
woul d have on the program

M. Fisher indicated that $300,000 federal funds appropriated in FY
03 woul d be available for FY 04.

GREG O CLARAY, Conm ssioner, Departnent of Labor and Wbrkforce
Devel opnent, testified that the subconmittee proposes a $318, 000
reduction to the programin FY 04. He stated his intent to reduce
general fund funding for the program by $618, 000.

Senat or Hof f man asked what services would no |onger be provided
with the | esser funding.

M. OCdaray shared that he recently net with the Access Al aska
organi zation and requested this information. He predicted that
fewer participants would be served. He detailed two conponents of
the program one of which prepares individuals to Ilive
i ndependently and return to work and the other, which provides 24-
hour assisted living care without a “work plan”. He remarked that
the second function is not aligned with the Departnment of Labor and
Wor kf orce Devel opnent’s core service mssion. He shared that he
directed Access Alaska to identify alternate funding for this
pur pose, al though the organization expects this to be difficult.

Co-Chair Green returned to the matter of funding for increased
enpl oyee health insurance costs. She inforned that the $75 per
person insurance fee pertains to nonunion personnel and that the
full Commttee would address funding for enpl oyees who are nenbers
of a bargaining unit. She explained that negotiations wth the
bargai ning units were not conpleted by the subcomm ttees’ deadline
to submt budget recomrendati ons.
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Departnent of Law

Senat or Con Bunde, Chair
Senat or Ral ph Seeki ns
Senat or Tom \Wagoner
Senat or Kim El ton

Senat e Finance Subconmittee — Departnent of Law
4/ 11/ 03

The Senate Fi nance Subcomm ttee has adopted the foll ow ng FY
04 budget for the Departnment of Law. The changes shown in this
subcomm ttee report reflect changes to the Governor’s anended
budget. This budget contains $26,570,800 in general funds,
$495,500 in federal funds, and $18, 556,400 in other funds.

The Victinms for Justice function and associ ated fundi ng was
transferred fromthe Department of Public Safety, Council on
Donestic Violence and Sexual Assault appropriation to the
Department of Law, Third Judicial District: Anchorage
conponent in the Cimnal D vision appropriation. This
transfer noves the function and $246, 000 general funds to the
Departnent of Law.

This budget also reflects the Departnent’s reorgani zation from
five BRUs to three (Crimnal Division, Cvil Division, and
Adm ni stration and Support).

The subcomm ttee concurs with the Adm nistration’s effort to
i ncrease efficiency throughout State governnent.

The subcomm ttee adopted the follow ng | anguage for the G vil
D vision — Fair Business Practices.

The anount appropriated by this appropriation includes the
unexpended and unobligated balance on June 30, 2003, of
desi gnated programrecei pts and general fund programreceipts
of the Departnent of Law, fair business practices section.

Senat or Bunde read the subcommttee report into the record. He
noted the CGovernor has proposed a $700, 000 unal | ocated reduction to
the Departnent. Senator Bunde inforned that an audit was underway
to determine the best way to i nplement this reduction.

Senat or Tayl or asked for clarification of the transfer of funding

for the Council on Donestic Violence and Sexual Assault from
Department of Public Safety to the Departnment of Law.
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Co-Chair Green explained the specific “pass through” funding is a
grant allocated to the Victins for Justice program and this
transfer is the request of the Victins for Justice adm nistration.
She assured that the Council itself would not be transferred.

Senat or Bunde affirnmed the Council remains in Departnment of Public
Saf ety.

Senator Hoffman asked if the nunber of full tinme permanent
positions within the Departnent woul d change.

Senat or Bunde responded that the nunber of permanent full tine
positions would be the sanme as that approved by the House of
Representatives, which he |isted as a decrease of .2 percent.

Senat or Hof f man asked t he number of positions.

Senat or Bunde informed that the Attorney Ceneral has transferred
several positions within the Departnent and subsequently the nunber
of positions was unknown.

KATHERYN DAUGHEETTEE, Di rector, Division of Administrative
Services, Departnent of Law, testified that the subcommttee’s
budget recommendati on does not reflect any changes to the nunber of
positions contained in the Governor’'s proposed budget. She
reiterated that the Department is awaiting the results of a
performance revi ew conducted by the Conference of Wstern Attorneys
General to assist in the inplenentation of the proposed $700, 000
Depart nent - w de budget reduction

Departnent of Natural Resources

Senat or Con Bunde, Chair
Senator Gary Stevens
Senat or Tom \Wagoner
Senat or Lyman Hof f man

Senat e Fi nance Subcommittee
Departnent of Natural Resources
4/ 9/ 03

The Senate Fi nance Subcomr ttee has adopted the foll ow ng FY
04 budget for the Departnment of Natural Resources. This budget
contai ns $47, 403,000 in general funds, $15, 487,500 in federal
funds, and $33, 100, 600 in other funds. The difference fromthe
Governor’s anmended budget to the Subconm ttee’s recomendati on
is an increase of $7,363,500 in general funds to be used for
Fire Suppression Activity.
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In an effort to separate activity and fundi ng between
fire preparedness and actual fire suppression activity,
the subcomm ttee’ s budget divides Fire Suppression into
two conponents — Fire Preparedness and Fire Suppression
Activity.

There is an increase of $7,363,500 general funds for Fire
Suppression Activity. This anmount was cal cul ated by using
a 10-year average of fire suppression costs.

To keep all of the Fire Suppression functions together,
the functions of the Fire Preparedness Function in the
Resource Developnment BRU of Forest Mnagenent and
Devel opnent has been transferred to the new Fire
Suppr essi on Prepar edness.

The Subcomm ttee concurs with the Adm nistration’s effort to
increase efficiency throughout State governnent and the
Executive Orders introduced by the Governor are reflected in
t hi s budget.

The Subcommittee adopted the follow ng intent |anguage.

“The amount appropriated by this appropriation includes
t he unexpended and unobli gated bal ance on June 30, 2003,
of the tinber receipts account (AS 38.05.100).”

Senat or Bunde overvi ewed the subcomm ttee report, pointing out the
proposed changes to the fire suppression budget is an attenpt to
align the initial appropriation with actual expenses.

Co-Chair Green approved of the proposed accounting of the fixed
costs associated with fire suppression in the fire preparedness
conponent, and actual fire suppression activities in the fire
suppression activity conponent.

Senat or Tayl or asked the ampunt of the unexpended and unobli gated
bal ance of the tinber sales receipts account and how those funds
woul d be appropri at ed.

Nl CO BUS, Admnistrative Services Mnager and Acting Director,
Division of Support Services, Departnent of Natural Resources,
testified the anmount is approxi mately $240,000 and that the tim ng
of the receipts fromtinber sales is not always known. He i nforned
that FY 03 has experienced an increase in the tinber sales receipt
aut hori zation, and noted that efforts are ongoing to carry forward
fewer funds fromthis account each year
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Senat or Tayl or asked how the funds were appropri at ed.

M. Bus responded that the receipts are utilized to prepare for
future tinber sales.

Co-Chair Geen recalled the Coommttee held this di scussion earlier.

Senator Tayl or agreed, remarking he wanted to ensure the funds were
appropriated for future sales as discussed.

Senator d son asked about the contract for aircraft used for fire
suppression activities and whether the contract was for nmultiple
years.

Senat or Bunde was not famliar with this matter.
M. Bus inforned the terns of the contract are for ten years.

Senator O son clarified the Departnent is bound by contract to
enploy certain aircraft that is only utilized 500 hours annually.
He recalled earlier Conmttee discussion regarding the use of other
aircraft, in which the witness testified that aircraft was | oaned
to the federal governnment for use in fire suppression activities
outsi de of Al aska. Senator O son inforned that he has since |earned
that a nunber of aircraft were not utilized by federal agencies but
rather remained in the State. He was concerned about idle aircraft
at a time when attenpts are underway to reduce spendi ng.

M. Bus told of two types of aircraft in question, one of which is
| oaned to the federal governnent at the conclusion of the Al aska
fire seasons. He noted that because the contract is a |ease-
purchase agreenent, equity is built each year in the aircraft and
that eventual ownership is beneficial to the State in the |ong
term

Senat or O son questioned the benefit of owning these aircraft and
expressed concern with the accident history of the PC7. He asked if
the State would be burdened wth wunsafe aircraft once new
technol ogy i s avail abl e.

Senat or Tayl or asked the current funding appropriation for the | and
sal es program and the anticipated anmount of |and the Departnent
woul d sel | .

M. Bus listed the total funding for land disposal would be

approximately $3 mllion under the subcommittee recomendati on. He
noted that currently nost of the available | and coul d be purchased
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“over the counter” and via the Internet. He stated that additional
| and woul d be of fered during the current and upcom ng fiscal years
and that he would provide further details.

Senator Taylor asked the volune of land for sale as well as the
anount of | and that has been sol d.

M. Bus would provide the total nunber of acres.
Senat or Tayl or asked for a conparison with previous years.

M. Bus responded that each year the Departnent has been selling an
i ncreased anount of |and, pointing out that the program began two
years prior. He commented, “Qur sales are ahead of our projections.
There is clearly interest...[and therefore] this budget includes a
$2.5 million transfer.”
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M. Bus continued that the Departnment is optim st that the goals
for selling nore land would be reached and subsequently nore
revenue woul d be generated fromthese sal es.

Senator Taylor asked if this is a “receipts prograni and if either
twi ce the anount of |and was sold or the |and was sold at tw ce the
val ue than anti ci pat ed.

M. Bus affirnmed and noted nost of the revenue generated was a
result of purchasers refinancing their |oans and therefore paying
off their debt to the State sooner.

Senat or Tayl or requested the anmount of acres sold and the revenue
received from these sales. He relayed he has been told that the
value of the land is Iow and could not be sold; however, he stated
the land is valuable and that people are “anxious to buy it”. He
conpared the potential revenue generated by land sales to that
predicted to be collected fromthe sale of studded tires.

Departnent of Environnental Conservation

Senat or Robin Taylor, Chair
Senator Scott Ogan
Senat or Lyman Hof f man

FY 04 Departnent of Environnental Conservation
Oper ati ng Budget C oseout
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April 10, 2003

Department of Environnental Conservation’s FY 04 Operating
Budget was thoroughly reviewed. Each division s services were
reviewed for purposes of determning if they supported the
Departnment’s legislated duties to establish and enforce
predi ctabl e and rational standards for the control of water,
| and, subsurface land, and air pollutions, and the regul ation
of sanitary practices in the interest of public health.
Alternative nmethods were considered for each of the
Departnent’s prograns. It was determ ned that none of the
alternatives offered nore effective or efficient delivery of
t he prograns.

The Departnent’s FY 04 total operating budget is $52, 249, 100,
which is $153,000 | ess than the Departnent’s FY 03 authorized
oper ati ng budget and includes a net reduction of 13 full tine
positions. The total reduction in State general fund sources
is $733,000 or 6.4 %

Senator Taylor read the subcommttee report into record.

Senator Taylor qualified that at the tinme this report was prepared,
the status of other legislation relating to the transfer of food
safety inspections fromthe State to nunicipalities was uncertain.
He understood the affected municipalities were not supportive of
the proposed transfer. He cautioned that if the |egislation does
not pass, funds for these activities would be required.

Co-Chair Green relayed that due to concerns about the proposal to
transfer the food safety activities, the enabling | egislation was
awai ting resolution of the issues. Therefore, she reconmended the
budget shoul d not be dependent upon such transfer.

Senat or Taylor agreed, but pointed out that the general funds
required for the Departnment would not change, as the programis
funded t hrough fees coll ected.

Co-Chair WIlken referenced the subcommttee’ s recormmended gener al
fund reduction of $300,000 for |aboratory services and asked if the
services woul d be reduced or whether private | aboratories would be
contracted to conduct the activities.

Senat or Tayl or assured the workl oad woul d not be reduced.

M KE MAHER, Di rect or, Division of Admnistrative Services,
Departnent of Environnental Conservation,
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BARBARA TOMN, Budget Services, D vision of Admnistrative Services,
Department of Environnental Conservation, introduced herself at
Senator Tayl or’s request.

M. Mher anticipated that a conbination of reduced services and
contracting with private | aboratories would occur.

Senator Taylor indicated that the |aboratory located in Juneau
would no longer be staffed. He commented that nuch of the
activities conducted at this facility are “literally not core
function for this Departnment” but rather assisting high schools and
conduction water studies. He stated that other functions would be
transferred to private facilities.

Co-Chair WIlken next noted the proposed 13 percent funding
reduction of $181,000 to the air quality conponent and asked
whether this would result in |less testing.

M. Maher answered this reduction represents a “reprioritization”
within the Departnment. He read a statement into the record as
fol | ows.

While nore study may be needed to know if air toxins are a
problemin Al aska, existing known air quality problens are in
need of additional resources. The Departnent’s [FY] 04 budget
pr oposes usi ng savi ngs shown by postponing a nore rigorous air
toxic initiative to strengthen the Departnent’s ability to
respond to nore pressing air quality issues, like the health
risks fromdiesel fuel in rural comrunities.

Senator Taylor recalled questions arose asking why the diesel
studi es were conduct ed.

M. Maher informed that the Departnent sent a nmenorandum to the
subcomm ttee responding to those questions [copy not provided]. He
noted that the questions related to federal funds requested in the
FY 04 capital budget relating to a study of the inpacts of diesel
from highway traffic. By contrast, he explained, this matter
relates to the use of diesel generation activities in close
proximty to homes and schools in rural Al aska.

Senat or Tayl or expounded on the proposed studies to neasure the
i npacts of utilizing a cleaner diesel fuel, which would be required
for vehicular use by the federal governnent in the next severa
years. He disagreed that funds should be expended in this manner
given that the new fuel would be utilized for all purposes in rural
communi ties regardl ess of whether it was designated for vehicles or
for generators. He predicted the air quality would inprove.
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M. Mher stated he would provide an additional copy of the
menor andum to the subcommttee chair.

#
ADJ CQURNIVENT

Co- Chair Lyda G een adjourned the neeting at 10:52 AM
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