HOUSE FI NANCE COVM TTEE
March 22, 2005
1:49 P M

CALL TO ORDER

Co- Chair Chenault called the House Finance Commttee neeting
to order at 1:49:01 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm

Represent ati ve Reggi e Joul e
Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

None
ALSO PRESENT

David Teal, Director, Legislative Finance D vision; Sharon
Kel ly, Staff, Representative Mke Chenal ut; Jo Ellen
Hanr ahan, Acting Director, Division of Admnistrative
Services, Departnent of Commerce, Community & Economc
Devel opnent; Kurt Fredriksson, Acting Deputy Conm ssioner,
Ofice of the Comm ssioner, Departnent of Environnental
Conservation; Tom Lawson, Director, Adm nistrative Services,
Departnent of Comrunity and Econom c¢ Devel opnent; N co Bus,
Acting Director, Division of Admnistrative Services,
Departnent of Natural Resources; Susan Taylor, Director,
Division of Adm nistrative Services, Departnent of Revenue;
Nancy Sl agle, Director, D vision of Adm nistrative Services,
Departnent of Transportation and Public Facilities; Craig
Campbel |, Adjutant General, Comm ssioner, Departnent of
Mlitary & Veterans Affairs; Art Chance, Director, Labor
Rel ati ons, Department of Adm nistration

PRESENT VI A TELECONFERENCE

Pat Pitney, University of Alaska, Anchorage; Sarah Fisher
Goad, Al aska Energy, Anchorage

SUMVARY
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HB 66 An Act maki ng appropriations for the operating and
capital expenses  of the state's integrated
conprehensi ve nental health program and providing
for an effective date.

HB 66 was HEARD and HELD in Commttee for further
consi derati on.

HB 67 An Act nmaki ng appropriations for the operating and
| oan program expenses of state governnent, for
certain prograns, and to capitalize funds; making
appropriations under art. I X sec. 17(c),
Constitution of the State of Al aska, from the
constitutional budget reserve fund; and providing
for an effective date.

HB 67 was HEARD and HELD in Commttee for further
consi derati on.

#HB66
#HBG7
HOUSE BILL NO. 66

An Act nmaking appropriations for the operating and
capital expenses of t he state's i ntegrated
conprehensi ve nental health program and providing for
an effective date.

HOUSE BILL NO._ 67

An Act maki ng appropriations for the operating and | oan
program expenses of state governnment, for «certain
pr ogr ans, and to capitalize funds; maki ng
appropriations under art. 11X, sec. 17(c), Constitution
of the State of Alaska, fromthe constitutional budget
reserve fund; and providing for an effective date.

1:49: 47 PM

Co- Chair Chenault noted that the current anendnents woul d be
addressi ng | anguage changes to HB 67. He pointed out the
commttee substitute had been adopted at a previous neeting.

Representative Kelly anticipated additional anendnents. Co-
Chair Chenault acknowl edged that there are anendnents
scheduled for the next Conmttee neeting, addressing the

budget . He explained the anticipated process and that the
bill would be noved from Conm ttee next week.
1:54:01 PM

DEPARTMENT OF ADM NI STRATI ON
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Co-Chair Chenault MOWED to ADOPT DOA #1, carry forward
| anguage for Centralized Adm nistrative Services. (Copy on
File). Vice Chair Stoltze OBJECTED.

SHARON KELLY, STAFF, REPRESENTATI VE M KE CHENALUT,
reiterated that the anmendnent was carry forward | anguage to
be used for the Centralized Admnistrative Services (CAS)
and Departnent | eases. The Departnent is requesting carry
forward |anguage for the services. Standard | anguage
requires rates to take into account prior years over and
under coll ecti ons.

Vice Chair Stoltze W THDREW hi s OBJECTI ON

Representative Croft OBJECTED. He asked clarification if it
woul d be interagency receipt carry forward. He under st ood
that if the change does not occur, the Departnment woul d not
be able to correctly bill for that fiscal year. Ms. Kelly
acknow edged that was correct.

Representative Croft WTHDREW hi s OBJECTI ON. There bei ng NO
further OBJECTIONS, the DOA #1 was adopt ed.

Co-Chair Meyer MOWED to ADOPT DOA #2, which would nake a
fund change in the amount of $212.6 thousand dollars. Co-
Chair Chenault OBJECTED for discussion purposes.

Ms. Kelly pointed out that the anendnent provides a
techni cal change for FYO6 credit card rebates and that have
no contractual spending restrictions. Representative Croft
questioned why there would be a charge for that.

1:57:47 PM

DAVI D  TEAL, DI RECTOR, LEG SLATI VE FI NANCE DI VI SI ON,
explained that the requirenents for statutory designated
program recei pts are contractually restricted for specific
purposes. They are received froma third party but there is
no contractual requirenent built in. It anpbunts to a rebate
that the State can use in any way.

Representative Croft asked if the noney was being spent
within Centralized Services. M. Teal replied that it was.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, DOA #2 was adopt ed.

Co-Chair Meyer MOVED to ADOPT DQA #3, which would provide a

fund change in the anobunt of $6.8 thousand doll ars. He
added that the anendnent provides a technical correction to
the FY0O6 retirenment system funding source. (Copy on
File).

2:00: 26 PM

House Fi nance Committee 3 03/22/05 1:49 P. M



Representative Hawker inquired the initial error. M. Teal
responded that many of the technical anendnents address
costs associated with the Public Enpl oyees Retirenent System
( PERS) . The Governor originally submtted |anguage, using

FYO5 funds to cover costs. The Subcommttees did not
address that | anguage. When agenci es nmake anendnents to the
nunber sections of the bill, they were able to adjust sone

but also left noney, which could not be wused for that
purpose; it becane a double fix. DOA #3 attenpts to fix it
for a third tine.

There bei ng NO OBJECTI ON, DQA #3 was adopt ed.

2:02: 59 PM

DEPARTMENT OF COVMMERCE, COVMUNI TY AND ECONOM C DEVEL OPNVENT

Representative Kelly MOVED to ADOPT COM #1. (Copy on File).
Representative Croft OBJECTED for discussion purposes.

Ms. Kelly explained that replacenent |anguage allows the
agency to carry forward the entire unexpected balance.
There had been anot her anmendnent, which was not as clear as
COM #1. He reiterated that the amendnent makes the bill’s
| anguage nore clear with the proposed deletion. It does not
i nclude capital funds. M. Teal interjected that the anount
resulted solely from business |icenses.

2:04: 17 PM

Representative Croft commented that the Legislature attenpts
to budget for what is appropriate to spend during the fiscal
year. He questioned why the appropriate anmount had not been
budget ed.

M. Teal responded that the qualified trade association

contracts still gets to spend $2 million dollars of business
| i cense receipts. They have general funds as well as
busi ness |icense receipts. There is no other carry forward
| anguage for business license receipts in the bill. There
is approximately $300 thousand dollars of unspent business
| icense receipts from FYO5. By changing the |anguage, it

aut hori zes spending of the carry forward first and that no
nore noney woul d be spent in FYO06.

Representative Croft understood that the effect would be to
not spend any nore during FYO6 and then starting FYO7 with
an additional carry forward. The idea is to place as nuch
business license receipt funds into qualified trade
associ ation contracts. M. Teal pointed out that this was a
request nmade by the agency, as there are un-used business
| i cense receipts. The corporate fees were added to the
busi ness |license receipts. They had a $1 nmillion dollars or
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SO in corporate receipts that are not typically spent, which

usually lapse to the general fund. Rolling those two
together elimnated the shortage. It would carry forward
into FYO7.
2.08:15 PM

Representative Croft WTHDREW hi s OBJECTI ON. There bei ng NO
further OBJECTION, COM #1 was adopt ed.

Representative Kelly MOVED to ADOPT COM #2, which would
create a new appropriation. Co-Chair Chenault OBJECTED for
di scussi on purposes.

Ms. Kelly explained that the amendnent would create a new
appropriation for the Community Developnment Quota (CDQ
program Receipts generated by the CDQ and Banki ng prograns
are indistinguishable in the budget because receipts from
both prograns are classified as RSS and are in a single
appropriation. Creating a separate appropriation for the
CDQ Program ensures that RSS generated from Banking and
Securities activity cannot be used to support the CDQ
program

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, COM #2 was adopt ed.

2:09:47 PM

Representative Kelly MOVED to ADOPT COM #3, which woul d add
$101.9 thousand dollars to the Banking and Securities
conponent. (Copy on File). Co-Chair Chenault OBJECTED for
di scussi on purposes.

Representative Croft requested further information. Ms.
Kelly clarified that the increnment would provide funding for
the new Communi ty Devel opnent Quota Manager position created
in FYOS5. The position consults directly wth the
Comm ssioner on high profile CDQ group policy issues and is
the primary point person for the newy created CQE program
| f creation of a new Community Devel opnment Quot a
appropriation is approved, the increnent would go to the new
appropriation.

Representati ve Hawker asked why how such an “ordinary job
position” was not included in the Subcommttee process and
asked if Representative Kelly endorsed the anendnent.

Representative Kelly responded that the position had been
elimnated and then was foll owed by a conpelling defense for
adding it back. He asked that the Departnment testify
regardi ng the need.

2:12: 05 PM
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JO ELLEN HANRAHAN, DI RECTOR, DIVISION OF ADM N STRATI VE
SERVI CES, DEPARTMENT OF COWERCE, COMMUNITY & ECONOM C
DEVELOPMENT, explained that the position is for a CDQ
manager . The CDQ program has grown rapidly over tine. A
second person is needed that has a level of nmanagenent
ability above and beyond what has been previously needed.
The CDQ nmanager wll be a key player in representing
Al aska’s needs in the Magnuson-Stevens Act reauthorization
process, which begins in March 2005. That Act and its
changes has significant inplications for the CDQ program and
Al aska’s fisheries. It is anticipated that there will be an
increased role for the State with the CDQ groups. She
stressed that it is a critical position for the Departnent.
It woul d be fee-generated program

Representative Hawker inquired if there was any doubt that
receipts would be sufficient to fund the position. Ms.
Hanrahan replied that the funds woul d be adequate.

Co-Chair Meyer asked what the CDQ program does and how that
relates to the new act. Ms. Hanrahan expl ained that the
program was devel oped in 1992 for Western Al aska to increase
econom ¢ devel opnent and in response to fishing issues in
t hat area. Since then, those groups have been allocated
fishery quotas throughout the season. It began with poll ack
and has increased to Pacific cod and crab. She did not know
a |l ot about the history of that program

Ms. Hanrahan pointed out that the Magnuson Stevens Act woul d

begin reauthorization in March 2005, which wll have
sufficient inplications on Alaska's regional fishing
counci | .

2:17:02 PM

Co-Chair Meyer inquired if the position had been filled.
Ms. Hanrahan responded that because it is such a critical
situation, a position was |eft vacant and then hired.

Co-Chair Meyer asked if there was any possibility of general
funds being used to fund the position. Ms. Hanrahan
explained it is a fee-generating program and woul d be paid
t hrough t hose fees.

Representative Kelly wanted to guarantee that the request
woul d not reflect a further request by the Departnent for
t he upcom ng budget.

2:18: 39 PM

Representative Hawker questioned why there had been a
budget ed vacant position. M. Hanrahan explained that it is
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anticipated that if these changes were inplenented, the
Department would need to fill the position.

In response to Representative Wyhrauch regarding the CQE
Ms. Hanrahan explained it is the Community Quota Entity
(CQE) Program That program replicates the CDQ program in
other parts of the State, because the program has been so
successful .

2:19: 56 PM

Representative Kelly understood that the intent was not to
add another position but to use the other vacant position
He was not aware of “putting the position back” while
filling the other position.

Representative Wyhrauch thought that there was a CDQ
coordinator on staff for the Departnent. He understood that
the request would cover the additional Ilevel of work
requi red because of inplications fromthe Act. M. Hanrahan
stated that was exactly what happened. The position that
managed t he program previously, was a Devel opnent Speci ali st
and defined at a |ower |evel. Wth the growmh of the
program there exists a need for the higher-Ilevel managenent
position in order to adequately represent Al aska.

2:22:14 PM

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, COM #3 was adopt ed.

2:22: 37 PM

DEPARTMENT OF EDUCATI ON & EARLY DEVELOPMENT

Co-Chair Meyer MWNED to ADOPT DEED #1, which would add
$185.9 general fund dollars to Boarding Home Gants; add
$1.1 thousand general fund dollars to Youth in Detention;
add $7.89 general fund dollars to Special Schools. (Copy on
File). Co-Chair Chenault OBJECTED for discussion purposes.

Co-Chair Meyer explained that the youth detention and
boardi ng hone grant areas had been overl ooked. Ms. Kelly
agreed, pointing out that they are not formula funded
progr ans.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, DEED #1 was adopt ed.

Representative Hawker inquired if the request was necessary
for fiscal year 2005 or 2006. Ms. Kelly explained that it
was FYO6 operating noney and that the forrmula progranms had
been funded during the fast track suppl enental .
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2:24: 28 PM

Co-Chair Meyer pointed out that a $400 mllion dollar
wi ndfall had been added to the education fund. The proposed
itenms had been forgotten.

2:25: 30 PM

DEPARTMENT OF ENVI RONMENTAL CONSERVATI ON

Co-Chair Meyer MOVED to ADOPT DEC #1, which would add $46
thousand dollars from Exxon Valdez QI Spill Settlenent
noney for a position in the Comm ssioner’s office. (Copy on
File). Co-Chair Chenault OBJECTED for discussion purposes.

Ms. Kelly pointed out that the request would help to fully
fund an inportant position.

KURT FREDRI KSSON, ACTI NG DEPUTY COW SSI ONER, OFFI CE OF THE
COMM SSI ONER, ¥ DEPARTMENT OF ENVI RONVENTAL CONSERVATI QN,
expl ained that the requested anmount would be Exxon Val dez

oil spill funding noney, which would allow the Comm ssioners
Ofice to engage the council at a critical juncture with
respect to restoring continued damages from the spill. He

noted lingering oil found on sone of the beaches in Price
Wl lians Sound. There is a lot of work now happening and
the requested funding provides the staff needed in the
Comm ssioner’s Ofice to help with that work.

The Governor’s original request included an increnment for
devel opment of State ocean strategies.

2:27: 09 PM

Representative Hawker interjected a technical correction
that the appropriation should be $46 thousand dollars not
$46 mllion dollars. M. Frederickson acknow edged that was
correct.

Representati ve Hawker inquired why the Subcommittee had not
di scussed the matter. M. Frederickson replied that the
Governor had introduced it as an anended item and noted that
the Trustee Council approved the request.

2:27:58 PM

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, DEC #1 was adopt ed.

2:28:21 PM

DEPARTMENT OF FI SH & GAME
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Representative Holm MOVED to ADOPT F&G #1, which woul d add
| anguage clarifying that the Departnent would receive fair
mar ket value, including price adjustnents, if applicable,
for all test fisheries contracts. (Copy on File). Co-Chair
Chenaul t OBJECTED for discussion purposes.

Representative Holm testified that the intent |anguage was
added to allow the Departnent to negotiate for the full
mar ket value for all test fish catches. Putting a
requirenent in the contract to retroactively adjust the
price for test fishery sales would be beneficial.

Co-Chair Chenault pointed out statewide frustration in that
i ndustry.

2:30: 08 PM

TOM LAWEON, DI RECTOR, ADM NI STRATI VE SERVI CES, DEPARTNMENT OF
COVWUNI TY AND ECONOM C DEVELOPMENT, interjected that there
are departnental goals being reached. There had been a
t horough discussion during subcommttee regarding the
ci rcunst ances. The Departnent strives to get full market
value for the fishery. He noted addressing | anguage in the
supplenental. One issue is that the Departnent is “forced”
to do cost recovery to fund various Departnent prograns. He
mentioned that “down the road”, it could be beneficial to
replace that recei pt noney with general fund doll ars.

Co-Chair Chenault asked if the State had attenpted to get
mar ket value for that fish. M. Lawson did not know, but
did wunderstand that the Departnent always attenpts to
recei ve market value. Last year, there was only one bidder.
Harvesting occurred at a different tine than usual and it
was a serious |low price.

2:32: 21 PM

Co-Chair Chenault inquired if ten cents ($.10) a pound was
realistic or if the amount really fluctuates. M. Lawson
acknow edged that the price does fluctuate depending on the
fishery and that ten cents a pound was | ow.

Vi ce-Chair Stoltze asked if cost recovery was
i nt er changeabl e.

Representative Wyhrauch interjected facts regarding the
test fisheries versus a cost recovery fisheries. He pointed
out that cost recovery had been going on for the |ast twelve
years. (I naudi bl e)

Vice Chair Stoltze asked if the price was usually under

mar ket  val ue. Representative Wyrauch replied that
sonetinmes it is above and depends on the tinme of year that
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fishing occurs. The intent |anguage attenpts to run the
fishery nore |ike a business.

2:36: 00 PM

Representative Croft agreed it is inportant to tackle this
pr obl em In a pure test fishery, the State would not want
waste and would be selling the test fish to recoup recovery
costs. He thought that selling fish at ten cents a pound

could destabilize the market.

Representative Croft added that the anmendnent provides an
i n-between approach for dealing with extra fish and paying
for cost recovery. M. Lawson acknow edged that the
Department clearly understands the intent of the |anguage.

Represent ati ve Croft worri ed about t he uni nt ended
consequences as the anendnent intends to provide fair market
val ue when fish are sold.

Representati ve Weyhrauch thought that m ght raise an issue.
Cost recovery fisheries are inplenented to reduce the
Department’ s overhead costs relative to managi ng particul ar
fisheries.

2:39:10 PM

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, F&G #1 was adopt ed.

2:39: 28 PM

DEPARTMENT OF HEALTH & SOCI AL SERVI CES

Representative Hawker MOWED to ADOPT HSS #1, which would
provide a funding change in the amunt of $.7 thousand
general fund dollars. (Copy on File). Representati ve
Weyhrauch OBJECTED

Represent ati ve Hawker explained that the amendnent provides
a technical correction for funding sources for the FY06
retirement system cost increases anounting to a $700 doll ar
adj ust nent .

Representative Wyhrauch WTHDREW his OBJECTI O\ There
bei ng NO further OBJECTION, HSS #1 was adopt ed.

2:40: 36 PM

DEPARTMENT OF M LI TARY & VETERANS AFFAI RS

Representative Foster MOVED to ADOPT DWA #1. (Copy on
File). Co-Chair Chenault OBJECTED for discussion purposes.
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CRAI G CAMPBELL, ADJUTANT GENERAL, COW SSI ONER, DEPARTMENT
OCF MLITARY & VETERANS AFFAIRS, stated that the anendnent
represents the Governor’s requested structure conbining four
appropriations. It was the intent of the subcommttee to
adopt the Governor’s requested structure, but the structure
change was not incorporated into the draft bill.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, DWA #1 was adopt ed.

Representative Foster MOVED to ADOPT DWA #2, which would
add $594,700 general fund dollars to the National Guard
MIlitary Headquarters. (Copy on File).

2:41:57 PM

Co- Chair Chenault OBJECTED for purposes of discussion.

Comm ssi oner Canpbell pointed out that there had been an
audit done on the State contribution versus the federal
match. In the last ten years, it was found that it had not
been done properly and that the State owed nore noney. The
requested anount woul d take care of |ast year’s correction.
The federal governnent agreed that if the adjustnment were
made by the State, they would not be fined for past years.

Representative Croft asked if the anmount would be for FYO05
or FY06. General Canpbell replied that it was for FYO5 and
was included in the FY0O6 budget.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, DWA #2 was adopt ed.

2:43:18 PM

Representative Foster MOVED to ADOPT DWA #3, which would
add $62,900 general fund dollars to the National Guard
MIlitary Headquarters. (Copy on File). Co- Chair Chenaul t
OBJECTED for di scussi on purposes.

Gener al Campbel | expl ai ned that the request covers
tel ecomuni cation basic service charges. Wthin the
Anchorage arnory, there is both a federal and State system
The request pays for the Departnent of Admnistration's
t el ephone service at the Anchorage Arnory.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, DWA #3 was adopt ed.

2:44: 07 PM

DEPARTMENT OF NATURAL RESOURCES
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Representative Kelly MOWED to ADOPT DNR #1, which would
provide a $176 thousand federal receipt increnment to the
Resource Devel opnent large project-permtting conponent.
(Copy on File). Vice-Chair Stoltze OBJECTED for the purpose
of di scussi on.

NlCO BUS, ACTING DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF NATURAL RESOURCES, explained that
the request of $176 thousand dollars would be used for an
i nter-agency personal agreenent. The Bureau of Land
Managenment (BLM) is willing to pay for the enpl oyees at the
Department of Natural Resources w thout oversight.

Vice-Chair Stoltze WTHDREW his OBJECTI ON. There being NO
further OBJECTION, DNR #1 was adopt ed.

Representative Kelly MOVED to ADOPT DNR #2, which woul d add
an increnment of $192.1 thousand recei pt supported services
dollars to Parks Managenent. (Copy on File). Co- Chair
Meyer OBJECTED for the purpose of discussion.

M. Bus explained that the anendnment would provide $192.1
t housand dollars for receipt support services to pay for a
recently conpleted and i nplenented station for park rangers.
It was a Governor’s anended request. Some of the park
rangers were reclassified and upgraded because they do |aw
enf orcenent .

2:47: 22 PM

Representative Hawker asked which receipts would Dbe
aut hori zed. M. Bus replied the park canping fees and all
recei pts collected by the parks.

Representative Hawker inquired if the current fee structure
was sufficient to cover the costs or would the fee structure
need to be raised. M. Bus understood that the projected
fees woul d cover the costs.

Vice-Chair Stoltze questioned the reclassification. M. Bus
explained that the rangers wll continue in their sane
positions and that the retirement system would remain as it
is.

Co-Chair Meyer W THDREW his OBJECTI ON. There being NO
further OBJECTION, DNR #2 was adopt ed.

2:48: 51 PM

Representative Kelly MOWED to ADOPT DNR #3, which would
provide a funding change in the amunt of $99.4 thousand
dollars from Parks & Resources Access to Parks Mnagenent
conponent . (Copy on File). Co-Chair Meyer OBJECTED for
pur poses of di scussion.
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M. Bus explained that only the prograns generating receipts
woul d be able to use program receipts. The Departnent of
Nat ural Resources requested the receipt-supported services
(RSS) in an allocation that does not generate RSS. The
amendnent exchanges general funds and RSS Dbetween
allocations in order to mneet the requirenment of AS
37.05. 144.

Co-Chair Meyer W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, DNR #3 was adopt ed.

2:50: 05 PM

DEPARTMENT OF PUBLI C SAFETY

Co-Chair Meyer MOWED to ADOPT DPS #1, which would anend
| anguage in Section #23. (Copy on File). Co-Chair Chenault
OBJECTED for the purpose of discussion.

Ms. Kelly pointed out that the anendnment recognizes the
change in nmonetary terns of the masters, mates and pilots
contracts. The work draft contains | anguage specifying that
the appropriated anmounts include funding for the contracts,
even if specific appropriations are not nade.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, DPS #1 was adopt ed.

2:51: 08 PM

Co-Chair Meyer MOWED to ADOPT DPS #2, which would add a
total of $1.859 thousand dollars to various allocations
Wi thin the Departnent. (Copy on File). Co- Chai r Chenaul t
OBJECTED for the purpose of discussion.

Ms. Kelly explained the costs associated with the Departnent
of Public Safety bargaining unit contract terns. He noted
that the Governor had requested these anounts.

Represent ati ve Hawker asked when the bargaining contract had
been conpleted. M. Kelly did not know.

ART  CHANCE, DI RECTOR, LABOR RELATI ONS, DEPARTMENT OF
ADM NI STRATI ON, stated that the numbers resulted as a
product from arbitration, awarded March 9", 2005.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, DPS #2 was adopt ed.

2:5:45 PM
DEPARTMENT OF REVENUE
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Represent ati ve Hawker MOVED to ADOPT REV #1, which woul d add
$6.5 mllion Permanent Fund Receipt dollars to the Al aska
Per manent Fund Corporation (APFC) Custody and Managenent
f ees. (Copy on File). Representative Holm OBJECTED for
di scussi on purposes.

Representative Hawker noted that the anmendnent was rel ated
to the fast track increased nmanagenent fees for the APFC
pensi on funds and woul d be from contractual earnings.

Representative Hol m W THDREW hi s OBJECTI ON. There being NO
further OBJECTION, REV #1 was adopt ed.

2:54: 20 PM

Co- Chair Meyer MOVED to ADOPT REV #2, which woul d add $261.1
t housand Receipt Supported Service dollars to the Child
Support Services Division. (Copy on File). Co- Chair
Chenaul t OBJECTED for discussion purposes.

SUSAN TAYLOR, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF REVENUE, explained that the Departnent 1is
requesting $261 thousand dollars for their child services
di vi si on. The request resulted from the hearing officer
transfer fromthe Departnent of Revenue to the Departnent of
Adm nistration. The funding source had been transferred to
avoi d charge-back situations. Later, it was discovered that
the Departnent of Admnistration could not use the dollars
under the Departnent’s direct allocation plan. The
anendnent increases authorization in the Child Support
Services division. Wthout the allocation, there wuld be a
huge inpact and the Departnment would have to lay off up to
20 caseworkers and that field offices would also be
I npact ed.

2:57:14 PM

Representative Croft questioned if the anendnent would
establish a charge-back situation. Ms. Taylor affirmed.
She clarified that the Departnent is wrking with the
federal governnent to create a direct cost to the Child
Support  Program She noted that it wuld be the
Legi slature’s prerogative to change the title.

In response to a question by Representative Croft, M.
Tayl or observed that the existing funds are needed to
| everage federal funds if the anendnent is not adopt ed.

Representative Croft asked what receipts the Departnent
currently receives. M. Taylor discussed the source of the
recei pt-supported services. Wen a child has been in State
custody, the famly receives Al aska Tenporary Assistance
Program (ATAP) or Medicaid that famly nust sign up for
child support services.

House Fi nance Committee 14 03/22/05 1:49 P. M



3:01: 25 PM

In response to a question by Representative Hawker, Ms.
Tayl or explained that currently, the Child Support D vision
budgets the receipt-supported services that it collects.
The Departnent is approaching the high side of their earning
capacity. She reiterated that receipt-supported services
are in the operating and capital budgets. The majority of
funds are from non-custodial parents, where the child had
been getting a cash assisted paynent from the Al aska
Assi stance Tenporary Program (ATAP). That obligation
bel ongs to the non-custodial parent. When the paynent is
received, it is a State-federal paynent. Only a portion is
retained by the State and is used as a fundi ng nechani sm for
the Child Support Services.

3:04: 25 PM

Representative Hawker understood that noney would not be
taken from dependant children, but instead would cone from
the non-custodial parents. The noney was previously
recovered through the federal plan. M. Taylor agreed.

Representative Hawker noted that there is a fund source
change from federal to receipt supported services,
gquestioning if there should be a corresponding decrenent.
Ms. Taylor pointed out that the decrenent has occurred in
ot her areas of the budget.

3: 06: 33 PM

Representati ve Hawker t hought t here shoul d be a
correspondi ng decrenent to interagency receipts. M. Taylor
clarified that would be only half of the needed fix.
Additionally, the Child Support Services D vision has the
aut horization to pay the bill, and then the transaction
needs to be conpl et ed.

Represent ati ve Hawker concluded that the Subconm ttee budget
had not bal anced. Ms. Taylor pointed out that the
Departnent needs to budget for receipt-supported services,
whil e continuing to pursue federal fund rei nbursenent.

3:08: 47 PM

Representative Hawker comented that the problem of
bal ancing transfers is systemc throughout the operating
budget .

3:10: 04 PM

There being NO further OBJECTI ONS, REV #2 was adopt ed.
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3:10: 22 PM

DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

Representative Foster MOVED to ADOPT DOI #1, which would
nove funds ($55 mllion dollars) in the Al aska Marine
H ghway System budget. (Copy on File). Chair Chenaul t
OBJECTED for the purpose of discussion.

NANCY SLAGLE, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF TRANSPORTATI ON AND PUBLI C FACI LI TIES, spoke in
support of the anendnent. She explained that fuel prices
had increased and that natural gas prices are also
increasing. The current estinmated price per gallon is $1.84
dollars and the original estimte was $1.68 per gall on.

3:12:19 PM

Representati ve Hawker noted that FYO6 had been under funded
for highway fuel in the marine highway budget. Ms. Slagle
expl ained that the operating plan is being assessed to see
if there needs to be a change there as well as an increase
to fuel cost.

3:13: 36 PM

Representative Croft inquired if it would be appropriate to
add intent |anguage indicating that noney be used only for
fuel costs. M. Slagle did not believe that woul d present a
pr obl em

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, DOT #1 adopted.

3:14: 40 PM

Representative Foster MOVED to ADOPT DOT #2, which woul d add
$68 t housand general fund dollars to Central Region H ghways
and Aviation. (Copy on File). Co-Chair Chenault OBJECTED
for the purpose of discussion.

Ms. Sl agle explained DOT #2. She noted that the anendnent
woul d address air traffic control services at the King
Sal non airport. The contract requires that the State pay
$68 t housand dollars to naintain the service.

Co- Chair Chenault asked what would happen with the contract
if the State chooses to end services. Vice-Chair Stoltze
interjected that “sonme outconmes save lives”. Ms. Slagle
stressed that it is a safety concern when a wi de variety of
aircraft enter a fairly busy airport during peak seasons.

Co-Chair Meyer inquired how the contracts work and if the
charge was only for peak service periods. Ms. Slagle
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explained that the contract is on a nonthly basis; she
offered to check to see if service is offered all year.

In response to a question by Representative Kelly, M.
Slagle noted that discussions are continuing with the
Federal Aviation Association (FAA) regarding responsibility
for services. The FAA has undertaken a further plane count.
Additionally, there are discussions happening with the U. S.
Air Force. The Departnent is attenpting to get assistance
in both areas.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, DOT #2 was adopt ed.

3:18: 54 PM

Representative Foster MOVED to ADOPT DOT #3, which would add
$2.02 mllion dollars to the Anchorage Airport Facilities
and $610 thousand dollars to the Anchorage Airport Field &
Equi prent Mai nt enance. (Copy on File). Co- Chair Chenaul t
OBJECTED for the purpose of discussion.

Ms. Slagle explained that the amendnent addr esses
anticipated increased costs in fuel and utility charges at
t he Anchorage International Airport.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, DOT #3 was adopt ed.

3:20:16 PM

Representative Foster MOVED to ADOPT DOT #4, which woul d add
$2.58 mllion dollars to the Anchorage Airport Operations
from the International Airport Revenue Funds. Co- Chair
Chenault OBJECTED for the purpose of discussion.

Ms. Slagle explained the request was in the anpunt of $2.2
mllion dollars in International Airport Revenue Funds to be
used for parking garage and fog seeding. She noted that the
concessi on process has not been working well. The anendnent
puts the authority to adm ni ster the parking garage contract
under the airport’s authority. The remaining funding woul d
place fog seeding wunder the airport’s control. She
expl ai ned that fog seeding is a neans of reducing the anount
of fog on the runways by using dry ice in small pellets.

Representative Wyrauch inquired why the airport was not
paying for that cost and why it had been included in the
State’ s budget request. Co-Chair Chenault explained that it
had been taken from the airport revenue funds and that
presently, the Departnment was requesting authority to spend
t hat noney.
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Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, DOT #4 was adopt ed.

3:25:17 PM

Representative Foster MOVED to ADOPT DOT #5, which would add
dollars to the Fairbanks International Airport. Vice-Chair
Stoltze OBJECTED for the purpose of discussion

Ms. Slagle explained that the anendnment would cover
increased costs in electricity and fuel bills at the
Fai rbanks International Airport. She pointed out that
mar keting activities would also be provided. The intent is
to attract additional concessionaires.

3:27:17 PM

Representative Holm asked the balance remaining in the
Fai rbanks Airport Revenue Fund. Ms. Slagle did not have
those nunbers on hand. She observed that the fund covers
the costs of operations at the Anchorage and Fairbanks
International Airports, supports Cold Bay and Sitka, and
covers the Capital budget itens for the two internationa
ai rports.

Representative Holm questioned why diverted flights would
result in lost revenues for the State. M. Slagle comrented
that it will have a long term affect if airlines need to
change flight patterns. She added that the airlines do
review and vote on the operating and capital budget.

3:30: 44 PM

Ms. Sl agle thought that anpbunt was approximately $4 mllion
dol | ars. She added that what Fairbanks |acks, Anchorage
provi des.

3:31: 59 PM

Representative Croft noted that $50 thousand dollars could
fund a new busi ness position.

Representative Croft MOVED to AMEND DOT #5 to reflect such a
change; with the exception of the first line item of $50
t housand, the nonies only be used for increased fuel costs.
Co- Chai r Chenault OBJECTED.

Representative Croft pointed out that the justification
rests with increased fuel costs. Co-Chair Chenault pointed
out that a breakdown of increased utility costs had also
been provi ded.

Representative Croft spoke in support of the change, noting
that other rural areas were being held to fuel costs only.
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3:36:11 PM

Co-Chair Meyer inquired if the airport safety conponent had
been indicated for fuel costs. Ms. Slagle affirmed that
funding would go to vehicle use for patrolling.

Representative Holm pointed out that these are Airport
Revenue Funds not General Funds.

Representative Croft pointed out that the fuel crisis was
being addressed in many areas and reiterated that other
areas of the State’s budget are being held to fuel costs.

Representative Kelly cautioned that the other expenditures
had not been given the sane caveat.

3:39:16 PM

Co- Chair Meyer stressed that the anendnent pertains to the
I nternational Airport Revenue funds.

Representative Hawker asked iif a Ilimtation to fue
purchases woul d be problematic. M. Slagle stated that the
Departnent coul d support the use for fuel and utilities.

Representative Croft stressed that fuel affects utilities.
He noted that other comrunities are facing the sanme issues
and they were told they could not use State funding for
utilities (SB 98). He maintained that the issue is how the
State should interact with simlar entities.

Representative Holm naintained that there’'s confusion
regardi ng the appropriation and all ocati on.

3:43: 29 PM

Co-Chair Meyer stressed the distinction between Airport
Revenue Funds and General Funds.

Representative Croft guestioned if there was | ess
responsibility to guarantee that the appropriation was
| egitimate.

Aroll call vote was taken on the notion.

I N FAVOR: Fost er, Hawker , Joul e, Moses, Stoltze,
Weyrauch, Croft
OPPCOSED: Holm Kelly, Meyer, Chenault

The amendnent to DOT #5 MOTI ON PASSED (7-4).
The bei ng NO OBJECTI ON, anmended DOT #5 was adopt ed.
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3:47:41 PM

Representati ve Foster MOVED to ADOPT Anendnent DOT #6, which
would add International Airport 1027 dollars to the
International Airports. (Copy on File). Co-Chair Chenault
OBJECTED for the purpose of discussion.

Ms. Kelly explained that the anmendnent was directed toward
associated costs wth the Departnent of Public Safety
bargaining unit contract ternms. The Governor requested the
anmount s.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTIONS, DOT #6 was adopt ed.

3:48: 31 PM

Representative Foster MOVED to ADOPT DOT #7, which would add
$6.470 mllion Al aska Marine H ghway System (AVHS) dollars
to Marine Vessel Operations conponent. Co- Chair Chenaul t
OBJECTED for purposes of discussion.

Ms. Kelly clarified that the anmendnent addresses costs
associated wth the vessel operations bargaining unit

contract ternmns. The ampunts are the anounts requested by
the Governor. The Governor had requested $48 mllion
dollars in capitalization of the Al aska WMrine H ghway
System (AVHS) fund. The Dbargaining agreenents raised

capitalization requirenents to $54.5 mllion dollars.

Representative Joule asked if the contract had recently been
settled. M. Kelly said it had.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, DOT #7 was adopt ed.

3:49: 54 PM

UNI VERSI TY OF ALASKA

Representati ve Wyhrauch MOVED to ADOPT UA #1, which would
anend | anguage in Section 23 (b), including the terns of the
tentative agreenent, providing for transition of represented
enpl oyees to the UA Choice Health Plan for university
enpl oyees represented by certain entities. (Copy on File).
Vice-Chair Stoltze OBJECTED for the purposes of discussion

Representative Wyhrauch explained that the anendnent
recogni zes the change in nonetary terns of the contract
relative to the tentative agreenment to transition the
University of Alaska union represented enployees to the UA
Choi ce Health pl an.

House Fi nance Committee 20 03/22/05 1:49 P. M



Representative Kelly asked if the change resulted in a
savings to the State. Representative Wyhrauch replied that
there was no savings or expense associated with the action.

Representative Hawker requested that the University of
Al aska conmment on the anmendnent.

PETE KELLY, DI RECTOR, STATE RELATI ONS, UN VERSI TY OF ALASKA,
explained that wthout the addition of the requested
| anguage, the University would not be able to fund the
request from proceeds nor recogni ze those existing
contracts.

Vice-Chair Stoltze WTHDREW his OBJECTI ON. There being NO
further OBJECTION, UA #1 was adopt ed.

3:52: 07 PM

Representati ve Wyhrauch MOVED to ADOPT UA #2, which would
add $500 thousand MHTAAR 1092 dollars for an allocation to
the Budget Reducti ons/ Addi ti ons- System w de conponent.
(Copy on File). He requested that the University testify on
t he amendnent.

M. Kelly advised that the anendnent would provide the
University authority to receive the nental health authorized
noney to the University’'s Behavioral Heal th  Program
partnership for FYO6.

Representative Hawker indicated his confusion. M. Kelly
requested a brief at ease.

AT EASE: 3:53: 54 PM

RECONVENE: 3:59:44 PM

3:59:49 PM

Co-Chair Chenault commented that UA #2 was nore relative to
HB 66. He suggested the anendnent be addressed foll ow ng
t he Language Section of HB 67.

4:00: 26 PM

LANGUAGE AMENDMENTS

Co-Chair Meyer MOVED to ADOPT LANG #1, which would delete
Section 22 (funding for political subdivisions’ PERS)
(Copy on File). Co-Chair Chenault OBJECTED for further
clarification.

Co-Chair Meyer comrented on the requested anount. The
section appropriates $37.5 mllion dollars of FYO5 genera
funds to the Departnment of Admnistration to reduce the
liability of political subdivisions to the public enpl oyees’
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retirenment system (PERS). He pointed out that it is the
only FYO5 effective date in the bill. He did not believe
that the State currently has enough funds to cover the
request w thout using the Capital Budget Reserve (CBR). He
said it is a new program

Co-Chair Meyer noted that he preferred the program proposed

by Representative Mses’ dividend. He believed that the
municipalities should be held to the sane standard. The
reason to wthhold would get them to help resolve the
PERS/ TERS i ssue. If the nmunicipalities were paid, what

woul d be the incentive for themto cone to the table to help
resol ve the issue.

Representative Croft stated he was “stunned”. He enphasized
that it nakes total sense to help out comunities in sone
way particularly with the State’'s natural resource wealth
He believed that it was a mstake to discontinue revenue
sharing and that the action would be a triple hit to the
smal l er communities. The inpacted situation, hits people
that are providing services on the ground |Ievel. The
proposed neasure would soften sonme of the pain providing
sone assistance to these problens. He pointed out that the
cut does not get rid of any State bureaucrats and that the
burden was again being passed on to the rural |evel. He
reconmended a partial cut.

4:07:23 PM

Representative Croft pointed out, the proposed $300 mllion
dollar increase in State general fund spending. To cut
$37.5 mllion dollars from local governnents is inpossible
to justify given increased State spending.

Representative Hawker stated that he would support the
anmendnent, understanding that the bill would not be noving
fromcommttee at this tine. He commented that the issues
could be discussed |later. He recomended that the proposed
activity could be better addressed through the Amerada Hess
ear ni ngs. Represent ati ve Hawker recogni zed the controversy
and thought that it would not conprom se the Conmttee from
working with the municipalities.

Representative Joule thought the possibility of addressing

muni ci pal dividends during the session was small; he was
worried about the inpact that the amendnent will have. He
enphasi zed that smaller communities are disappearing. He

woul d not support the anmendnent.

4:11: 03 PM

Co-Chair Meyer nentioned that he would be open to
alternatives for long-termhelp for the municipalities. He
t hought that they could offer sales tax, property tax, or
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bed taxes. He believed that the PERS and TERS increase
could get the nunicipalities to help with the sol ution.

Co-Chair Meyer did not think that the State should use FY05
general funds to provide for the increase. The increase has
al ready been spent and now it could only happen wi th dipping
into the CBR account. He hoped that there was another
sol ution.

Representative Joule nentioned “tools” available to the
municipalities. He stressed that nost of those conmunities
were stretched to their maximum for raising any taxes.
Al nost every village has already raised taxes to the nmaxi num
t hat can be handl ed.

4:13:38 PM

Representative Kelly said his constituents have enphasized
that | egislators conme hone with a long-term solution to the
PERS and TERS conplication. He hoped to see it addressed
this year. The nmunicipalities are expecting a long-term
sol ution. He thought that a “no” vote to the anendnent
woul d help to identify the PERS/ TERS i ssue.

4:15:54 PM

KEVIN RI TCH E, ALASKA MUNI Cl PAL LEAGUE, JUNEAU, advised that
creating a solution for the PERS/ TERS concern is a top
priority for the nunicipalities and the Al aska Muinici pal
League (AM.). The municipalities have been working with the
Legi sl ature to address these concerns. He stressed that the
muni ci palities are open to alternative ways but that this is

a huge cost issue for the municipalities. It would be a 5%
salary hit to every nunicipality this fiscal year and 10%
next year. What that neans is that these nunicipalities

woul d put 75% of their operating budget into salary; that
woul d be significant in addition to | oosing Revenue Shari ng.
He noted concerns with the rising fuel costs. For every
dollar increase, the State receives about $65 nillion
revenue doll ars.

M. Ritchie enphasized that these are serious tax
ram fications for the conmmunities. There are a nunber of
smal l er conmmunities that can tax but because of their size,
they m ght only generate $8,000 dollars. These comunities
are doing what they can. The ability to overcone a |arge
financial hit is not feasible for some of the snall
comuni ties. He warned that the proposed inpact would
affect the entire State and that it is a large problem The
assunption that nunicipalities can just keep raising taxes
IS incorrect.

4:20: 06 PM
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AT EASE: 4:20:34 PM
RECONVENE: 4:21:28 PM

4:21:31 PM

Co- Chair Chenault W THDREW his OBJECTI O\ Representati ve
Croft OBJECTED.

Aroll call vote was taken on the notion.

I N FAVOR: Hawker , Hol m Kel ly, Stoltze, Foster,
Chenaul t, Meyer
OPPCSED: Joul e, Wehrauch, Croft

Representati ve Moses was not present for the vote.
The MOTI ON PASSED (7-3).
4.22:47 PM

UNI VERSI TY OF ALASKA

Representative Hawker MOED to ADOPT UA #2, which was
previously discussed addition of funds for the Budget
Reductions/ Additions - System w de. Co-Chair Chenaul t
OBJECTED.

Representati ve Weyhrauch noted that he had al ready MOVED UA
#2. (Copy on File). Representative Hawker stated that he
had not concurred wth the University of Alaska for
i ncorporating that |anguage.

Co- Chair Chenault W THDREW his OBJECTI ON. There being NO
further OBJECTION, UA #2 was adopt ed.

HB 66 and HB 67 were HELD in Commttee for further
consi derati on.
#

ADJ QURNVENT

The neeting was adjourned at 4:25 P.M
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