HOUSE FI NANCE COW TTEE
May 18, 2005
4:02 p.m

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 4:02:39 PM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Eric Croft

Representati ve Ri chard Foster
Representati ve M ke Hawker
Representative Jim Hol m

Represent ati ve Reggi e Joul e
Representative Mke Kelly
Representative Carl Moses

Representati ve Bruce Weyhrauch

MEMBERS ABSENT

None
ALSO PRESENT

Representative Carl Gatto; Representative Mary Kapsner;
Representative Les (@Gara; Representative Mark Newman;
Representative Vic Kohring, Representative Beth Kerttul a;
Representati ve Wodie Salnon; Representative Kurt O son;

Representative Bill Thomas; Representative Peggy WIson;
Representative Jay Ranras; Representative Sharon G ssna;
Representati ve Paul Seat on; Pet e Eckl und, Staff,
Representative Kevin Meyer; Cheryl Frasca, Di rector,
D vision of Managenent & Budget, Ofice of the Governor;
John MacKi nnon, Deput y Director, Depar t ment of

Transportation and Public Facilities; Pete Kelly, D rector,
State Relations, University of Al aska.

PRESENT VI A TELECONFERENCE

There were no tel econference testifiers.
SUVMVARY
2d CSSB 46(2d FIN) am
"An Act making appropriations, including capital

appropriations; making appropriations under art.
| X, sec. 17(c), Constitution of the State of
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Al aska, from the constitutional budget reserve
fund; and providing for an effective date."

HCS CSSB 46 (FIN was REPORTED out of Committee
with a "do pass" recommendati on.

CSSB 97(FI'N) am

"An Act making supplenental, capital, and other
appropriations, and reappropriations; anending
appropri ati ons; maki ng appropriations to
capitalize funds; making an appropriation under
art. 11X sec. 17(c), Constitution of the State of
Al aska, from the constitutional budget reserve
fund; and providing for an effective date."

CSSB 97(FIN) am was heard and HELD in Committee
for further consideration.

#sb46

2d CS FOR SENATE BILL NO 46(2d FIN) am
"An Act making appropriations, including capital
appropriations; naking appropriations under art. |X

sec. 17(c), Constitution of the State of Al aska, from
the constitutional budget reserve fund; and providing
for an effective date."

CS FOR SENATE BILL NO. 97(FIN) am

"An Act meking supplenental, capital, and other
appropri ations, and reappropriations; amendi ng
appropriations; making appropriations to capitalize
funds; making an appropriation under art. 11X  sec.

17(c), Constitution of the State of Al aska, from the
constitutional budget reserve fund; and providing for
an effective date."

Representative Myer provided nenbers wth a proposed
conm ttee substitute: 24-GS1074\B, Kurtz, 5/18/05 (copy on
file). He noted that the Senate passed four bills pertaining
to the capital budget: SB 121, SB 122, SB 46 and SB 97. The
commttee substitute incorporated SB 96 into SB 46, but did
not included SB 121 and SB 122, which dealt with Anerada
Hess funding. He observed that SB 46 included the Governor’s
agency requests, roads, village safe water and other simlar
projects. Senate Bill 97 included new school construction
and mai nt enance, university funding, suppl enent al and
reappropriations and was simlar to HB 155. The House
capital budget was also incorporated into SB 46. He
di scussed the mmjor difference between the House Finance
Commttee (HFC) and Senate capital plans. There is
approximately a $50 nmillion dollar difference between the
HFC and Senate approaches to school major maintenance. The
Senate included the whol e [ Departnent of Education and Early
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Devel opnent] major maintenance list, to item 72; while the
HFC version took the list to item #43, for $98 million out
of $144 mllion on the list. Schools eligible for the 70/ 30
debt reinbursenents were taken out of the HFC |egislation.
The intent is to allow these communities to hold elections
and participate in the 70/30 [state reinbursement] program
Most of the rural schools, which were not eligible for debt
rei nbursenent, were retained. This reduced the cost of the
legislation by a further $50 mnmillion. The Science and
Technical Center at the University of Anchorage was funded
at the Phase | ($21 nmllion) anount, instead of the $71
mllion contained in the Senate plan. A Kodiak facility,
which would have cost another $10 nillion, was renoved.
There is approximately an $150 - $175 nillion-dollar
di fference between the Senate and HFC versi ons.

4:08:15 PM

Vi ce-Chair Meyer observed that Anmerada Hess earnings were
used instead of the bonding nechanism The HFC plan would
use Anerada Hess earnings: $30 mllion of FY 05 and $30
mllion in FY 06. This $60 mllion would be spent primarily
for roads. He estimated that of the total capital budget:
$200 mllion would be spent for roads; $200 nillion for
school nmaintenance and new schools; and $200 nmillion for
vari ous agencies. The total HFC capital appropriation would
be about $210 million below the Senate’s. He acknow edged
that the Senate’'s proposal would spend less in general
funds, since it would include $340 mllion in Amerada Hess
bondi ng. The HFC general fund appropriation would be $50 -
$75 million greater than the Senate’s.

4:10: 55 PM

Representative Chenaul t MOVED to ADOPT the proposed
commttee substitute: 24-GS1074\B, Kurtz, 5/18/05. There
bei ng NO OBJECTIQN, it was so ordered.

4:11:45 PM

Representati ve Meyer MOVED to ADOPT Anendnent 1:
(A) Departnment of Education and Early Devel opnent

Add:

Prelimnary Design for Mseum Archives and
Li brary Buil di ng Expansi on

(HO 3-4)

$1, 400, 000 — CGeneral Funds

Add:
Grants to Naned Recipients (AS 37.05.3 16)
Delta Elenmentary School conpletion - REAA 15,
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Delta/ G eely School District
$1, 300, 000 —General Funds

(B) pg. 33, line 25
Del ete - $100, 000 General Funds
| nsert - $2, 000, 000 General Funds

(O pg 97, line 13-15
DELETE: all materia

ADD:

Page 21, line 4

Kenal Peni nsul a Bor ough (HD33-35)

Equi pmrent Grants to School s

$290, 000 — CGeneral Funds

Net zero anendnent. Moves project to Gants to
Muni cipalities in Commerce.

(D) pg 32, lines 30-31: Delete all material and insert:
“Chugi ak Volunteer Fire Departnent Station Site
Acqui sition (RD 17-32)”

(E) pg 134, line 5: Delete all material
(F) pg 96, lines 10-15: Delete all materi al

(G ADD new subsection to Section 25 to read:

Section 16(b), ch. 159, SLA 2004, is anmended to
read:

(b) The sum of $100, 000 of t he
unappropriated and unobligated bal ance of incone
accrued on or before June 30, 2004, in the fund
descri bed in (a)(2) of this section is
appropriated to the Departnent of Law for the
fiscal years ending June 30, 2004, [AND] June 30,
2005, and June 30. 2006, for the purposes of
restoring, replacing, or enhancing resources or
services injured or lost as a result of the Exxon
Val dez oil spill through analysis of continuing
infjury from the oil spill and developnent of
restoration options.

(H pg 96 line 33 and pg 97 line 3-5:
Delete all material.

Sec. 26(a) anend:
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The federal receipts authorized by RPL 09-5-001
are appropriated to the Mlitary and Veterans
Affairs for the Alaska aviation safety project
[effective June 30, 2005].

Add a new subsection to Section 14:

(d) The sum of $275,000 is appropriated fromthe
general fund to the Departnment of Conmmer ce,
Communi ty, and Econom c Devel opment for the fiscal
years endi ng June 30, 2005, and June 30, 2006, for
paynent as a grant wunder AS 37.05.316 to the
Atwood Foundation to assist with the review of
the CDQ program i ncluding state regul ati ons.

Add a new subsection to Section 25:

(d) The sum of $1,000,000 is appropriated from the
general fund to the Ofice of the Governor for the
state base realignment and closure commission (BRAC
task force for the fiscal years ending June 30, 2005,
and June 30, 2006.

Representative Stoltze OBJECTED for the purpose of
di scussi on.

PETE ECKLUND, STAFF, REPRESENTATIVE KEVIN MEYER, discussed
Amendnent 1. He reviewed the commttee substitute, which
woul d:

Add $1.4 million for design of the Miseum Archives and
Li brary Buil di ng Expansi on in Fairbanks;

Appropriate a total of $2 mllion for the Harry J
McDonal d Menorial Center Expansion in Anchorage;

Move a $290 thousand grant to the Kenai Peninsula
Borough from the Departnent of Education and Early
Devel opmrent to the Departnent of Conmmerce, Conmunity
and Econom c Devel opnent;

Clarify the title of “Chugi ak Vol unteer Fire Departnent
Station Site Acquisition (RD 17-32)"; deleted $4
mllion for the Cordova, Copper Ri ver H ghway
rehabilitation;

Delete $2.7 million for the Municipality of Anchorage,
G enn H ghway Hi ght ower Li ghting/ Veterans Par kway
I nt erchange to South Birchwood Loop Road; add | anguage
to allow the Departnment of Law to carry forward EVGOSS
f undi ng;

Delete the dennallen Elenentary grant of $10, 858, 662;
extend aut horization for RPL 09-5-0001;

Add $275 thousand to the Departnent of Commerce,
Community and Econom c Devel opnent for CDQ assi stance;
and

Add $1 nmillion for the State Base Realignnment and
Cl osure Comm ssion Task Force.
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4:16:12 PM

Representative Croft summarized that the net result would be
a reduction of approximately $11 - $12 nmillion. He observed
that a rural school was deleted fromthe |egislation.

Representative Meyer acknow edged that a school was del eted
[from the Departnent of Education and Early Devel opnent,
School Construction Grant section] and enphasi zed the intent
to reduce total expenditures, since the funds included in HB
1 mght need to be incorporated into the capital budget. He
observed that the [dennallen Elenentary] school, which is
being deleted, is a rural school that is 98 percent funded
by the state.

DAVI D TEAL, DI RECTOR, LEG SLATIVE FI NANCE DI VI SI ON, observed
that the total reduction would be approximately $10.4
mllion in total funds: $6 nmillion in general funds and $4
in Anerada Hess funds.

There being NO OBJECTION, the conmmttee substitute was
adopt ed.

4:19:10 PM

Representative Foster MOVED to ADOPT Anmendnment 2, which
woul d add $385 thousand Ceneral Fund to the Ofice of the
Governor for energency bulk fuel energy loans to snal
comunities.

CHERYL FRASCA, DI RECTOR, DI VISION OF MANAGEMENT & BUDGET,
OFFI CE OF THE GOVERNOR, spoke in support of Anmendnent 2. She
expl ai ned that the anmendnment would reinburse the Governor’s
Ofice for bulk fuel energy loans that were offered. The
| eadership had indicated that they would be supportive. The
| oans have gone out to communities with the intent to be
repai d.

Representative Stoltze W THDREW hi s OBJECTI ON
There being NO OBJECTION, it was so ordered.
4.:20:47 PM

Representative Stoltze MOVED to ADOPT Anendnent 3, which
would add $2.5 million to the Mat-Su Borough- Academy Charter
School for gym construction.

Representative Meyer OBJECTED for the purpose of discussion
Representative Stoltze noted that the amendnent was in the

Senate version of the bill and would fund the gym
construction at $2.5 mllion. He noted w de support and
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enphasi zed that the community would also benefit from the
gym He estimted that nore than 5,000 residents would
benefit fromthe gym construction.

Representati ve Meyer suggested the anmendnent would assist
the Mat-Su in its overcrowdi ng.

Representati ve Meyer W THDREW hi s OBJECTI ON

Representati ve Hawker OBJECTED. He noted that he had agreed
not to bring forward needs in his district in an interest to
bal ance the budget. He agreed that it is a good project, but
enphasi zed that there are projects in his district that have
an equal need. He maintained that a |line needed to be drawn.
A roll call vote was taken on the notion.

I N FAVOR: Moses, Stoltze, Croft, Foster, Joule, Myer
OPPCOSED: Kel Iy, Weyrauch, Hawker, Holm Chenault

The MOTI ON PASSED (6-5).
4:25:39 PM

Representative Joule MOVED to ADOPT Anmendnent 3b, which
woul d add $71,189 to the Cty of Bethel for emergency dock
repairs.

Representative Chenault OBJECTED. He acknow edged the need,
but questioned if the appropriation should be included in a
suppl enental , when the actual costs are known.

REPRESENTATI VE MARY KAPSNER spoke in support of the
anmendnent and noted that the funding would go directly to
the Gty of Bethel, not through the Departnent of
Transportation and Public Facilities. She stressed that a
delay in the funding would create difficulty for the city.

JOHN MACKI NNON, DEPUTY DI RECTOR, DEPARTNMENT OF
TRANSPORTATI ON  AND PUBLIC FACILITIES, explained that the
dock is owned by the city of Bethel. The damage was due to
heavy spring runoff. The city did the repairs. He thought
that the project had been conpleted. The funds would
rei mburse the repairs.

Representative Chenault W THDREW his OBJECTI ON. There being
NO OBJECTION, it was so ordered.

4:30:16 PM

Representative Croft MOVED to ADOPT Anmendnent 4, which woul d
fully fund the Anchorage Museum of Hi story and Art Expansi on
at $15 mllion.
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Representative Stoltze OBJECTED

Representative Croft explained that the amendnent would
provide an additional $10 million for the Anchorage Miseum
of History and Art Expansion. He noted the support of
private funding.

4:32:15 PM

Representative Myer suggested that only $5 mllion is
needed immediately; $15 mllion is needed to conplete the
project. Representative Croft clarified that $15 mllion
represents the state’'s total need. He spoke in support of
t he anmendnent .

Representati ve Hawker spoke in support of the project, but
hel d reservations about the ambunt. He suggested the anopunt
be reduced to $10 mllion.

Representative Croft stressed that he would prefer the
amendnent be adopted at $15 million, but that he would
support an anendment to the amendnent if it would help it
get adopt ed.

4:34:55 PM

Representative Stoltze noted that while he supports the
museum his district did not support the ballot measure.

Representati ve Joul e spoke in support of the anendnent.

4:36:17 PM

Representative Meyer felt that $5 million would be adequate
for the current year and that it would allow them to
| everage private funds.

Aroll call vote was taken on the notion.

I N FAVOR: Mdses, Croft, Hawker, Joul e

OPPCSED: Stoltze, Wyrauch, Foster, Holm Kelly, Chenault,
Meyer

The MOTI ON FAI LED (4-7).

4:37:41 PM

Representative Croft MOVED to ADOPT Amendnent 5, which would
add $1 million to the Lower Kuskokwi m School District for
The Peopl e’ s Learning Center.

Representative Meyer OBJECTED for the purpose of discussion
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Representative Croft spoke in support of the anendnent and
stressed that it would conbine public and private noney for
job training in an area with high unenpl oynent.

Representative Joule added his support to the amendnent. He
enphasi zed that there is a shortage of qualified workers in
t he vill ages.

4:41:19 PM

Representative Meyer noted that the funds would be used for
housing, not the Center itself and that |ocal and private
noney is being sought. He nmaintained that the school and
school rmai ntenance is of higher priority.

Representative Mary Kapsner agreed that part of the nopney
would go to the dorm The anmendnent focuses on health care,
avi ation, construction and early chil dhood devel opnent | obs.
She enphasized that it would be difficult for students to
enter the programif they do not have a place to live or a
place to | eave their children

Representati ve Meyer acknow edged the need, but stressed the
intent to equalize funding.

Representative Croft spoke in support of the anendnent and
stressed that job training is needed in Wstern Al aska and
that it should not be faulted because of the |level of need.
The community has provi ded support.

4:45: 27 PM

Representati ve Meyer questioned how nuch the state of Al aska
has al ready contri buted. Representative Kapsner thought that
the state contribution totaled approximately $2 mllion and
noted that private contributions have been ten tines that
| evel .

4:46: 30 PM

Aroll call vote was taken on the noti on.

IN FAVOR: Croft, Foster, Joule, Mdses

OPPCSED: Stoltze, Wyhrauch, Hawker, Holm Kelly, Meyer,
Chenaul t

The MOTI ON FAI LED (4-7).

4:46: 43 PM

Representative Croft MOVED to ADOPT Anendnent 6, would add
$300 thousand for the Anchorage Pioneer Honme, Enmergency
Gener at or.
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Representative Kelly OBJECTED for the purpose of discussion.

Representative Croft spoke in support of the anmendnent, he
noted that the home has undergone work on its heating and
ventilation systens, but that the generator has failed. He
stressed that funding should not cone out of the operations
of the hones.

Vi ce-Chair Meyer observed that the Ofice of the Governor
offered the deletion and indicated that the nobney was not
needed.

M. Ecklund agreed that the O fice of Managenent and Budget
i ndi cated that the funding could be reduced.

Representative Croft thought that it was still needed.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Joule, Mses

OPPOSED: Weyrauch, Foster, Hawker, Holm Kelly, Stoltze,
Chenaul t, Meyer

The MOTI ON FAI LED (3-8).

4:49: 38 PM

Representative Joule MOVED to ADOPT Amendnent 7, which would
appropriate $1,258,377 to the Departnent of Education and
Early Devel opnent .

Representative Stoltze OBJECTED

Representative Joule noted that the amendnent woul d address
the eroding floor for education and the TRS and PERS i ssue.

Representative Chenault agreed wth the need, but felt that
the time was not right for the anmendnment. He noted that
there would be a task force over the summer. He recogni zed
the need in his and Representative Joule's districts, as
well as others. He felt that it would be unfair to recognize
some districts while others around the state are in need. He
stated that he would press for a cost-differential in the
next year.

4:53: 08 PM

Representative Joul e appreciated the Co-Chair’s remarks, but
stressed that small school districts have been fighting the
i ssue of high PERS/TRS costs for many years.

A roll call vote was taken on the notion.

IN FAVOR: Croft, Joule, Mses, Chenault
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OPPOSED: Weyrauch, Foster, Hawker, Holm Kelly, Stoltze,
Meyer

The MOTI ON FAI LED (4-7).
4:56: 24 PM

Representative Joule MOVED to ADOPT Amendnent 8: which would
add $8,285 million for the Northwest Arctic Borough, Airport
Safety Rel ocation Project.

Representative Stoltze OBJECTED

Representative Joul e spoke in support of the anmendnent. He
noted that the airstrip is jeopardi zing the school, which is
280 percent overcapacity. The Northwest Arctic Borough has
the ability to bond.

Representative Meyer asked if the school s on the
Department of Environnental Conservation |list for new
construction. Representative Joule noted that it was not on
the |ist.

Aroll call vote was taken on the noti on.

IN FAVOR: Croft, Foster, Joule, Mdses

OPPOSED: Weyr auch, Hawker, Holm Kelly, Stoltze, Chenault,
Meyer

The MOTI ON FAI LED (4-7).

4:59:43 PM

Representative Joule MOWED to ADOPT Anmendnent 9, which
amendnent would replace a Gty Hall for the Gty of Nulato
t hat was destroyed at the cost of $350 thousand.

Representative Meyer OBJECTED for the purpose of discussion

Representative Joule noted that the hall was destroyed in a
fire and stressed that the anendnent would help the
community get back on its feet. He acknow edged that the
city did not have insurance, but enphasized that with the
loss of nmunicipal assistance and revenue sharing many
communi ties cannot afford insurance.

Representative Hawker asked if the city has a revenue base.
Representative Joule noted that there is a popul ation of 380
wi t hout a tax base.

Representative Hol ns asked about the city’'s finances and if

the Denali Comm ssion mght be able to fund sone of the
proj ects. Representative Joule noted that the Denal
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Conmi ssion funding is earmarked for fuel tanks and did not
think it could be stretched to cover the city hall.

Aroll call vote was taken on the notion.

IN FAVOR: Holm Joule, Kelly, Mses, Stoltze, Croft, Foster,
Hawker ,

OPPCSED: Weyhrauch, Meyer, Chenaul t

The MOTI ON PASSED ( 8- 3).

5:05: 09 PM

Representative Joule MOVED to ADOPT Anmendnent 10, which
woul d provide $10,592,146.00 for Arctic Village K-12 Schoo
Repl acenent .

Representati ve Meyer OBJECTED.

Representative Joul e spoke in support of the anmendnent. He
noted that the project is nunber 12 on the Departnent of
Education and Early Developnent’s list. The planning and
desi gn phase has been conpleted. The project is eligible for
90 percent state reinbursenent.

Representati ve Hawker asked if the request should be anended
to $10.3 mllion, which represents the state share. Vice-
Chair Meyer noted that the remaminder would be the |ocal
mat ch.

Representative Hawker MOVED to AMEND Anendnent 10 to:
$10, 338, 026. There being NO OBJECTIQON, it was so ordered.

Representati ve Hawker acknow edged the need, but spoke in
support or maintaining the priority of the Departnent of
Education and Early Developnment’s list, which provides
pl anned sustai ned capital grow h.

Representative Joul e understood the concern, but enphasized
that school districts have to justify their nunbers on the
list every year.

5:11: 23 PM

Representative Meyer agreed with the need, but enphasized
the priority of the list.

Representative Kelly stressed that the devel opnent of ANWR
woul d hel p provide support for the project.

Representative Meyer questioned if NPR-A noney could be used

for schools. Representative Joule did not think NPR-A funds
could be used for schools. He observed that other North
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Sl ope Borough projects are not in the capital budget; they
are funded t hrough NPR-A.

Representative Croft stressed that the needs of children in
the village should not be punished for the decisions of
t heir parents regardi ng ANVR

5:15: 34 PM

Aroll call vote was taken on the noti on.

IN FAVOR Joul e, Mses

OPPOSED: Weyrauch, Croft, Foster, Hawker, Holm Kelly,
Stoltze, Chenault, Meyer

The MOTI ON FAI LED (2-9).

5:17:45 PM

Representative Joule MOVED to ADOPT Anmendnent 11, which
would add $50 thousand for the Chitina Volunteer Fire
Department Station House

Representative Stoltze OBJECTED

Representative Joule noted that the amendnent would restore
an item that was adopted in the Senate version. The funds
woul d go towards a new volunteer fire departnent buil ding.
Representative Meyer stressed the intent to even out
appropriations [anong districts]. He did not feel that the
request was cruci al .

Representative Joul e spoke in support of the anendnent.

5:20:50 PM

REPRESENTATI VE WOODI E  SALMON spoke in support of the
amendnment. He did not know if the community currently has an
operating fire station.

Aroll call vote was taken on the noti on.

IN FAVOR. Croft, Foster, Joule, Mses

OPPOSED: Weyr auch, Hawker, Holm Kelly, Stoltze, Chenault,
Meyer

The MOTI ON FAI LED (4-7).

5:23:02 PM

Representative Joule MOVED to ADOPT Anmendnent 12, would add
$50 thousand for the Gakona Miltipurpose Community Health
Facility.
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Representative Stoltze OBJECTED.

Representative Salnon noted that there is no existing
facility.

Aroll call vote was taken on the noti on.

IN FAVOR. Croft, Foster, Joule, Mses

OPPOSED: Weyr auch, Hawker, Holm Kelly, Stoltze, Chenault,
Meyer

The MOTI ON FAI LED (4-7).

5:25:02 PM

Representative Joule MOVED to ADOPT Anendnent 13, would add
$50 for a community hall in Eagle Vill age.

Representati ve Meyer OBJECTED.

Representati ve Sal non spoke in support of the anmendnent. The
proj ect would be an expansi on of the comunity hall.

Aroll call vote was taken on the noti on.

IN FAVOR. Croft, Foster, Joule, Mses

OPPOSED: Weyr auch, Hawker, Holm Kelly, Stoltze, Chenault,
Meyer

The MOTI ON FAI LED (4-7).

5:27:01 PM

Amendnent 14 was W THDRAWN.

Representative Joule MOVED to ADOPT Anendnent 15, which
woul d add $200 for the city of Eek — New Landfill.

Representative Stoltze OBJECTED.

Representative Joule spoke in support of the anmendnent. He
noted that the item was included in the Senate version. He
stressed the inportance of the project.

In response to a question by Representative Myer,
Representative Stoltze thought that the Denali Conm ssion
could assist with the landfill.

Aroll call vote was taken on the notion.

IN FAVOR: Croft, Foster, Joule, Moses

OPPOSED: Weyr auch, Hawker, Holm Kelly, Stoltze, Chenault,
Meyer
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The MOTI ON FAI LED (4-7).
5:29: 38 PM

Representative Joule MOVED to ADOPT Anmendnent 15, which
would add $30 nmillion for State Revenue Sharing and Safe
Communi ti es.

Representati ve Meyer OBJECTED.

Representative Joule spoke in support of Anmendnent 16. He
stressed the need and felt that it would be appropriate to
use Anerada Hess earnings for the program He enphasized
that 10 communities went “under” in the current year and
that 25 nore are estimated to [dissolve] in the next year.
He nmaintained that communities are hurting badly. He
stressed that, if the state fails to share the wealth of its
resources, comunities wll dissolve and only tribes wll
remai n, which the | egislature has chosen not to recogni ze.

5:34: 03 PM

Representative Meyer noted that the intent of the House was
to use the Anmerada Hess funds for roads. He suggested the
noney could be used for nunicipal sharing in future years.
He acknow edged the need, but stressed that revenue sharing
i s being achieved through increased state support for school
mai nt enance.

Representative Joule agreed that a total of $60 million in
Amer ada Hess fundi ng has been appropriated fromFY 05 and FY
06 for road maintenance, but suggested that $30 mllion of
that be shifted to another fund source. He acknow edged the
i ncreased school funding, but enphasized that it wll not
hel p communities take care of their infrastructure, such as
water and sewer. He maintained that they are two different
i ssues and that the anmendnent would provide the best way to
di stribute the funds.

5:37:58 PM

Representative Hawker noted that the funding from Anerada
Hess has been commtted. He stated that he woul d support the
decisions of the Chair in their budget structure but also
felt that the use of the funds for a community dividend
woul d be the best use.

He spoke in support of changing the funding source to the
earni ngs reserve of the Pernmanent Fund.

5:40: 24 PM
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Representative Hawker MOVED to AMEND Anendnent 16: change
the funding source to the Earnings Reserve of the Permanent
Fund.

Representative Croft OBJECTED. He spoke in support of
funding for nunicipalities, but did not support the fund
source change. He felt that the amendnent to the anendnent
woul d create further problens.

Representati ve Hawker spoke in support of the anendnent to
the amendnent. He felt that the anmendnent would | ead toward
commtting Anerada Hess funds to nunicipalities in the
future. He stressed the need for a community view

Aroll call vote was taken on the notion.

I N FAVOR Hawker, Joul e, Mses

OPPCSED: Croft, Foster, Holm Kelly, Stoltze, Wyhrauch,
Chenaul t, Meyer

The MOTI ON FAI LED (3-8).

5:46: 02 PM

Representative Meyer noted that Anerada Hess funds are being
used to fund roads and woul d assist the comunities.

Aroll call vote was taken on the noti on.

I N FAVOR Joul e, Mdses

OPPCSED: Foster, Hawker, Holm Kelly, Stoltze, Wyhrauch,
Croft, Meyer, Chenault

The MOTI ON FAI LED (2-9).

RECESSED: 5:47:19 PM
RECONVENED: 6:18: 50 PM

Representative Croft MOVED to ADOPT Anmendnent 17, which
woul d delete $5 million for the Stanpede Road | nprovenents
and add $2.9 nmillion for Cantwell Trail and Road
| nprovenents.

Representati ve Meyer OBJECTED.

Representative Croft spoke in support of the anmendnent. He
mai ntai ned that there has been little public input regarding
the Stanpede Road access to Denali Park. He did not think
the road access was ready for construction. The Cantwell
Trail and Road inprovenent has w de support. The anendnent
woul d allow access to historic surroundings and save the
state noney.

6: 20: 59 PM
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Represent ati ve Hawker spoke in support of the amendnent. He
noted that residents in the Stanpede Road area have asked
for a slower and nore deliberate process. He suggested that
nore tinme is needed to study the issue.

6:21: 55 PM

JOHN MACKI NNON, DEPUTY Dl RECTOR, DEPARTIVENT CF
TRANSPORTATI ON AND PUBLI C FACI LI TIES, provided information
He noted that the Stanpede Road is an existing road in
Denali Park. He observed that there is support in the
Fai rbanks area and that establishing an additional access to
the park is a priority of the Admnistration. The road is
inproved to 8 mles, the funding would add another 5-10
mles. It would be the first phase. There has not been a
detailed estimation to determne exactly how many mles
woul d be i nproved.

6: 24: 40 PM

Representative Hawker asked if the construction is ready.
M. MacKinnon stated that there would be mnor issues in
preparation of the construction. He did not think it would
be a major wetland issue. The existing road is currently
accessi ble by jeep or four-wheel drive.

Representative Holnms ascertained that the project would
i nprove the RS 2477 route.

6: 26: 14 PM

Representative Kelly spoke against the anmendnment. He spoke
in support of the Stanpede Road i nprovenent.

6: 26: 57 PM

Representative Stoltze spoke in support of deleting the
del eti on.

Representative Croft MOVED to Divide the Question:

Amendnment 17 A - Delete Stanpede Road | nprovenents of
$5 mllion; and

Anmendnent 17 B - Insert $2.9 nmillion for Cantwell Trai
and Road | nprovenents.

There being NO OBJECTIQON, it was so ordered.
6: 30: 09 PM

Representative Croft MOVED to ADOPT Anendment 17 A
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Representative Kelly OBJECTED

Representative Croft spoke in support of the Anendnment 17 A
He felt that it did not make sense to fund the project while

it is still being studied. M. MacKi nnon spoke agai nst the
amendnent. He observed that alternative access routes, such
as by rail or trail, are being studied, but in the neantine

there is an existing road that the Adm nistration would |ike
to inprove to create nore access. He noted that inpacts have
been studi ed.

Representative Meyer spoke against the amendnent and noted
t he support of tourism

6:31:31 PM

Aroll call vote was taken on the notion.

IN FAVOR. Croft, Joule

OPPOSED: Weyrauch, Foster, Hawker, Holm Kelly, Mbses,
Stoltze, Chenault, Meyer

The MOTI ON FAI LED (2-9).

Representative Croft MOVED to ADOPT Anendnent 17 B

Representative Joule comented noted that the community
supports the project.

Representative Kelly spoke against the anendnent and stated
t hat he was not aware of the need.

Representative Holnms noted that access to the park is
restricted and the people of Alaska should have the ability
to appreciate its beauty. He noted the opportunities for
m ni ng.

A roll call vote was taken on the notion.

IN FAVOR: Croft, Joule, Mses

OPPOCSED: Weyrauch, Foster, Hawker, Holm Kelly, Stoltze,
Chenaul t, Meyer

The MOTI ON FAI LED (3-8).

6: 35: 54 PM

Representative Joule MOVED to ADOPT Anmendnent 18, which
woul d appropriate $37,544,859 in general funds to support
PERS and TRS increases in 18 communiti es.
Aroll call vote was taken on the notion.

IN FAVOR. Croft, Joule, Mses
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OPPOCSED:  Weyhrauch, Foster, Hawker, Holm Kelly, Stoltze,
Meyer

Representati ve Chenault was absent fromthe vote.
The MOTI ON FAI LED (2-8).
6: 37:59 PM

Representati ve Hawker MOVED to ADOPT Anmendnent 19, which
would add $2 million for the G rdwood Conmunity Center and
Li brary.

Vi ce-Chair Meyer OBJECTED for the purpose of discussion.

Represent ati ve Hawker spoke in support of the anmendnent and
noted the support in Grdwood. The community is making an
effort to develop the infrastructure needed to be an all
season destination. The $2 million appropriation is matching
noney for a $3 million investment by the nunicipality and
community. The project would be eligible for Denali funding,
but needs to have other funds in place to be considered. He
noted the benefits of the center and its use: classroom
space for EMS and fire training, a comuand center for
energenci es and search and rescue operations, neeting space,
and a library for the Grdwod school. The comunity has
asked the <city and borough of Anchorage for bonding
authority. He stressed that alternative funding sources
woul d be available from the state match. He noted that
Grdwood is a major tourismand recreation destination

6:43: 28 PM

Representative Meyer clarified that the total cost is $5
mllion. Representative Hawker felt that there would be sone
funding from the Denali Commssion and the city of
Anchorage. The Rasnmussen foundation has shown interest in
working on the services aspect of the project, but has
i ndi cated that they would prefer to work on the educational
and historical portion.

Representative Meyer observed that the project is worthwhile
and supported by the Municipality of Anchorage. He suggested
t he anendnment be reduced to $1 mllion.

Representative Hawker requested that the funding be
avai l able beyond a year to allow the comunity to put
together its resources.

M. Teal clarified that capital projects do not |apse. The
funds would remain as long as the project is alive.
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Representati ve Hawker spoke in support of an increase to
$1.5 mllion. Representative Myer was not inclined to
support the higher |evel.

6:47: 27 PM

In response to a question by Representative Holns,
Representati ve Hawker explained that there is a $40 mllion
congressional appropriation to the Denali Comm ssion for
public infrastructure projects. The facility would also
house a public health clinic and would qualify for Denal
Conmi ssi on fundi ng.

Representative Stoltze spoke in support of the min
amendnent and noted the difficulty in obtaining nunicipa
funds for outlying areas.

6:50:12 PM

Represent ati ve Hawker acknow edged that Senator Ted Stevens
has succeeded in securing a $10 million road and drai nage
grant for the community in the area of where the facility
would be built. He pointed out that the comunity has not
received school or road funding [in the current capital
budget]. G rdwood with a popul ation of over 3,000 people is
currently only receiving $48 thousand in the capital budget.
He maintained that it is an issue of parity. He noted that
he represents rural and urban districts.

6: 54: 05 PM

Representati ve Meyer stressed that the intent is to keep the
downward pressure on the budget. He stated that he would
support $1 mllion and revisit the issue in the next year.

Representative Meyer MOVED to AMEND Anendnent insert “$1”
mllion and delete “$2” million. There being NO OBJECTI ON
it was so ordered.

There being NO OBJECTI ON, Amendnent 19 was adopt ed.

6: 56: 08 PM

Representative Croft MOVED to ADOPT Anmendnent 20, which
woul d appropriate $38,510,739 to support school funding and
address PERS and TRS costs.

Representati ve Meyer OBJECTED.

Representative Croft discussed the anendnent. He noted that
even with an increased in the ADM [ average daily nenbershi p]
anount, nost school districts would need to nmake staff cuts
to cover PERS and TRS increases. |f the anendnent were
placed in the base it would rise [the ADM to $5,100 [per
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pupil]. The funding would not be placed in the base, but
woul d be one-tinme funding. He did not think that funding for
education contained in HB 1 was sufficient given the
retirement cost issue.

Representative Joule spoke in opposition to the anendnent.

He noted that discussions of the addition to the ADM
i ncluded discussions of PERS and TRS. He nmintained that
muni ci palities have still not been taken care of. He noted
the need, but felt conflicted over the issue of nmunicipa

assi stance and safe comuniti es.

6:59:41 PM

Representative Meyer asked if the amendnent would add $38
mllion over the increase in HB 1.

Representative Croft clarified that the $70 mllion
contained in HB 1 would address the foundation formnula. The
amendnent woul d be a one-tine appropriation for PERS and TRS
costs. The funds would be distributed based on personnel
costs in terns of PERS and TRS. The effect is per enployee
dol | ar.

7: 02: 08 PM

Representative Chenault acknow edged the need and summari zed
that if the funds were added to the foundation fornula it
woul d take the increase to $5,120. He stated that he could
not support the amendnent at this tine.

Representative Hawker stated he would be in support if it
were in lieu of the funds on HB 1.

Representative Meyer felt that the funding in HB 1 would be
achi eved in sonme manner

Aroll call vote was taken on the notion.

| N FAVOR: Mbses, Croft

OPPOCSED: Weyrauch, Foster, Joule, Hawker, Holm Kelly,
Stoltze, Chenault, Meyer

The MOTI ON FAI LED (2-9).

7:05:18 PM

Representative Myer MOWED to ADOPT Anmendnent 21, which
would add $700 thousand in general funds for Chitina
Personal Use Dip Net Fisheries Access Area.

Representative Chenault OBJECTED for the purpose of
di scussi on.
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M. Ecklund explained that the anmendnment would nove the
appropriation to the Departnment of Transportation and Public
Facilities from the Departnment of Natural Resources and
reduce the appropriation by $50 thousand. The Departnent of
Transportation and Public Facilities is also given
authorization to use the appropriation for the purpose of
provi di ng support to the fisheries and to nmake grants to the
Chitina Native Corporation and AHTNA Cor porati on.

Representative Chenault W THDREW his OBJECTI ON. There being
NO OBJECTIQON, it was so ordered.

7:07:19 PM

Representative Holnms MOVED to ADOPT Anmendnent 22, which
would add $3.5 mllion general funds for the Fairbanks,
W ckersham Street upgrade.

Representative Meyer OBJECTED for the purpose of discussion

Representative Holnms noted that the funds would be sw tched
from the Cartwight Road in Fairbanks and save $150
t housand.

There being NO OBJECTION, it was so ordered.

7:09: 46 PM

Representative Foster MOVED to ADOPT Anmendnent 23, which
woul d add $150 thousand for the Haines Anmerican Legi on Post
#12.

Representative Meyer OBJECTED for the purpose of discussion
Representative Kelly noted that the project would replace a
| ar ger one.

Representative Meyer W THDREW hi s OBJECTI ON. There being NO
OBJECTION, it was so ordered.

7:11: 30 PM

Representative Myer MOVED to ADOPT  Anendnent 24,
consol idate appropriations to the University of Al aska.

M. Ecklund explained that the University requested the
amendnent. It would conbine five appropriations in an
attenpt to provide greater flexibility.

7:12:48 PM

Representati ve Chenault expressed concern that the anendnent
not be used to redistribute funds in his district.
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PETE KELLY, DI RECTOR, STATE RELATI ONS, UNI VERSI TY OF ALASKA,
expl ained that the anmendnment would conbine admnistrative
lines for admnistrative equipnent, code and safety, nmjor
renewal and repair, and instructional science equipnent; and
woul d not be used to reduce project funding.

M. Ecklund reiterated that the anmendnent would take four
exi sting appropriations and conbined them into one, wth
al | ocati ons anongst the appropriation.

AT EASE: 7:14:57 PM
RECONVENED: 7:17:52 PM

M. Ecklund reiterated that the anmendnent woul d conbine into
one, the four existing appropriations: admnistrative
i nformati on technol ogy equi pnent and upgrade, instructiona
science |aboratory equipnent, life safety and code
conpl i ance, and UAF canpus nmgj or renewal and renovati on.

Representative Hawker clarified that the deletion would be
line 18-20 on page 85. The appropriation would be titled UA
Priority Projects.

Representative Meyer clarified that the Legislative Finance
Division wuld have the latitude to nmke any necessary
techni cal anmendnents to the anmendnent.

7:21: 07 PM

Representative Croft observed t hat nost of t he
appropriations are general across the system and felt that
t he amendnent woul d be justified in these areas. He observed
that the new funding of $13 million, which was limted to
the University of Fairbanks, could now be spent system w de.

M. Kelly noted that the majority of needs are at the
Fai rbanks canmpus. The problem is that they had $2 mllion
for code and safety, while the Regent’s request was for $10
mllion. He noted that the | ast maintenance funding received
by the University was in 2001. The anendnment woul d provide
flexibility and allow the University to prioritize its
needs.

7:23: 38 PM

Representative Stoltze observed that K-12 funding was not
i ncluded and expressed the desire to see further funding in
t hat area.

There being NO OBJECTIQON, it was so ordered.

7:25:20 PM
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M. Ecklund requested that Legi slative Finance and
Legislative legal have permssion to make any necessary
t echni cal changes.

7:25:45 PM

Representati ve Chenault expl ai ned the suppl enental was added
to the capital budget and begins in Section 6. Elenments of
the supplenmental includes requests from the Adm nistration
to fund overruns for FY 05. Sections 6 — 12 cover debt
retirement, federal progranms receipts, NPR-A funding, and
intent | anguage. Sections 13 — 33 cover FY 05 requests from
departnments. Section 34 covers ratifications for FY 04
expendi t ures. Section 35 - - 38 cover reappropriations by
district. Section 59 — 63 cover standard budget | anguage for
the Constitutional Budget Reserve retroactivity, |apse and
effective dates.

Representative Chenaul t observed t hat suppl enent al
appropriations totals are: $103.1 mllion general funds for
FY 05; and FY 06 funds are $5.6 mllion. The nmmjor itens
included are: $40 fire suppression; $22 mllion for a gas
pipeline; $16 mllion for the Infomation Services Fund; $24
mllion in Medicaid overruns; $12 million for the Departnent
of Transportation and Public Facilities; and $8.5 nillion
for other projects.

AT EASE: 7:28:49 PM
RECONVENE: 7:33: 02 PM

Representati ve Foster MOVED to REPORT HCS CS SB 46 (FIN) out
of Committee with individual recomrendations. There being
NO OBJECTIQN, it was ordered.

7:33:45 PM

Representati ve Meyer requested an overvi ew of the budget.

7:33: 59 PM

DAVI D TEAL, DI RECTOR, LEG SLATI VE FI NANCE DI VI SI ON, provided
an overview of the House Capital and Sl ow Track Suppl enenta
Appropriations and Reappropriations (Copy on File). He
observed that the nunbers on the spreadsheet would change
according the action of the Commttee in adopting the
previ ous amendnents.

M. Teal discussed the House Finance Conmmttee proposed
legislation. There would be $3.44 billion in FY 05
aut hori zed general funds. He observed that the Departnent of
Revenue’'s |atest forecast for FY 05 is $43.46 a barrel of
oil. The original surplus for FY 05 was $728 nmillion, which
was reduced by:
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e $400 mllion for the Public Education Fund,
e $100 mllion for the fast track suppl enmental,
e $85 nmillion for capital projects

e $100.6 nmillion for the slow track supplenental ($103.1
mllion reduced by $2.5 mllion in the proceeding
amendnent s) .

The net surplus for FY 05 would be $42 mllion, which would
be scoped into the Public Education Fund. The current
revenue forecast for FY 06 is $3.064 billion. The
| egi slation cont ai ns $392 mllion for capi tal
appropriations. He noted that a placeholder of $11.4 was
included for new legislation as attached to the operating
budget. The legislation also contains a $60 mllion
pl acehol der for FY 06 supplenental costs. He estimated that
there would also be a surplus in FY 06 and no CBR draw for
either FY 05 or FY 06. The total general fund portion would
be $580 mllion: $188 nmillion for FY 05 and $392 for FY O06.
Federal and other spending is $1.7 billion for a total
expenditure of $2,284.3 billion.

7:37:52 PM

M. Teal reviewed proposed Senate capital expenditures [Page
2 of the handout]. He observed that the Senate would not
spend general funds for the [fast track] supplenmental or
capital projects, but would spend $163 million in the slow
track supplenmental for a total FY 05 surplus of $64 mllion.
In FY 06, the surplus would be approximately $60 million
[under the Senate plan].

7:38:40 PM

M. Teal conpared general funds expenditures. In FY 06, the
House would spend $580 nillion and the Senate would spend
$512 mllion. In other funds, the House is at $1.7 billion
and the Senate is at $2 billion. He noted that the big
difference is due to bonding. The Senate would spend $325
mllion as Anerada Hess bonds. The total funds would be:
Senate $2.5 billion, and House $2.28 billion. The House
woul d be $218 nmillion below the Senate in all funds.

7:39: 16 PM

M. Teal observed that the net action taken by the Commttee
[in adopting the previous amendnments] was -$2.5 mllion.

Representative Meyer asked about the Amerada Hess spending.
M. Teal clarified that the Senate would use $335.6 mllion
i n Arerada Hess bondi ng.

7:39: 55 PM/: 39: 55 PM
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Representative Croft clarified that the House would spend
$44 mllion nore than the Senate in FY O06. M. Teal
reiterated that the Senate would have used $335 million in
Amer ada Hess bond appropri ations.

Representative Croft asked if there was back up including
“ot her funds”. He thought that the bond placenment nmasked
certain nonies being spent, since it spends a lot |Ilike
general funds.

7:41: 30 PM

M. Teal agreed, but did not have the additional backup
showi ng other (not federal) funds. Full fiscal sumaries are
not generally done until after the session concludes. He
expl ained that the general fund information relates to the
CBR draw anmount. Federal revenue is equal to federa
appropriations. The assunption is that those nonies are
com ng in.

Representative Croft observed that no Constitutional Budget
Reserve draw is projected in FY 06 and that the margin of
error is $15 mllion. He asked what change would have to
occur to require an additional $15 mllion. M. Teal
responded that a change of $.25 would result in an
addi tional $15 mllion.

AT EASE: 7:43:27 PM
RECONVENE: 7:44: 00 PM

Representati ve Hawker commented on the size of the budget
and the need of fiscal planning in the future.

Representative Myer observed that a placeholder of $60
mllion was included for the next year. He voiced his
appreciation for all the work done on the bill.

7:45:52 PM

There being NO OBJECTION, it was so ordered HCS CS SB 46
(FIN was reported out of Committee with a "do pass”
reconmendati on.

#

ADJ QURNIVENT

The neeting was adjourned at 7:46 P. M
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