M NUTES
SENATE FI NANCE COW TTEE
March 1, 2005
9:06 a.m

CALL TO ORDER

Co-Chair Green convened the neeting at approximately 9:06:19 AM

PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W1 ken, Co-Chair
Senat or Con Bunde, Vice-Chair
Senat or Fred Dyson

Senat or Bert Stedman

Senat or Donny O son

Also Attending: REPRESENTATIVE RALPH SAMUELS; CHERYL FRASCA,
Director, Ofice of Managenent and Budget, Ofice of the Governor;
KEVI N BROOKS, Deputy Conm ssioner, Departnment of Adm nistration;
NANCY SLAGLE, Director, Division of Admnistrative Services,
Departnent of Transportation and Public Facilities; JOHN MACKI NNON,
Deputy Conmi ssioner of H ghways & Public Facilities, Departnent of
Transportation and Public Facilities

Attending via Teleconference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

HB 47- EXTEND BOARD OF REAL ESTATE APPRAI SERS

The Commttee heard from the sponsor and reported the bill from
Commi ttee.

SB 51- PUBLI C ASSI STANCE PROGRAMS

The Conmittee adopted one anendnent and reported a conmttee
substitute from Conm ttee.

SB 98- SUPPLEMENTAL APPROPRI ATI ONS: FAST TRACK
The Conmittee reviewed but did not adopt a committee substitute and

di scussed proposed anendnents fromthe Admnistration. The bill was
held in Commttee.
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SB 97- SUPPLEMENTAL APPROPRI ATl ONS/ CBR

The Commttee heard a budget overview from the Departnent of
Transportation and Public Facilities. The bill was held in
Committee.

#HB47

CS FOR HOUSE BILL NO 47(FIN)

"An Act extending the termnation date of the Board of
Certified Real Estate Appraisers; and relating to the
requi renents for nenbership on the Board of Certified Rea
Est at e Appraisers.”

This was the second hearing for this bill in the Senate Finance
Conmittee.

REPRESENTATI VE RALPH SAMUELS, the bill's sponsor, characterized
this as being "a straight forward" bill. He noted that a revised
Depart ment of Comrerce, Community and Economi c Devel opnent fi scal
not e has been provi ded.

Co-Chair Geen remnded the Commttee that the original Departnent
of Commerce, Conmunity and Econom c Devel opnent fiscal note, Fisca

Not e #1 dated January 20 2005, did not reflect the FY 06 operating
expenses associated with the legislation. The Departnment's new
fiscal note, dated February 22, 2005, specifies that FY 06 expenses
woul d anobunt to $32, 800.

Co-Chair WIlken nmoved to report the bill from Committee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS HB 47 (FIN) was REPORTED from
Committee with new $32,800 Departnent of Commerce, Community and
Econom ¢ Devel opnent fiscal note, dated February 22, 2005.

#SB51

SENATE BI LL NO. 51

"An Act relating to contracts for the provision of state
public assistance to certain recipients in the state;
providing for regional public assistance plans and prograns in
the state; relating to grants for Alaska Native famly
assi stance prograns; relating to assignnent of child support
by Al aska Native famly assistance recipients; relating to
paternity determnations and genetic testing involving
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reci pients of assistance under A aska Native famly assistance
prograns; and providing for an effective date.™

This was the second hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Geen stated that this legislation wuld expand the
Tenporary Assistance for Needy Famlies program to new groups
desiring to participate in the Tribal Communities program Sone of
t hese prograns have experienced "di m ni shed" federal funding, and
therefore, the concern is that the State m ght be required to both
supplant further federal funding decreases and increase State
funding in order to continue the prograns.

Anendnent #1: This anmendnent inserts a new section into the bill on
page nine, following line 18 as fol |l ows.

(p) Nothing in this section requires the departnent to
continue to fund an Al aska Native fam |y assistance grant
program at a | evel funded before the current grant period or
to replace federal funds for the programw th state funding.

Co-Chair WIken noved to adopt Anmendnent #1.
Co-Chair Green read the Anendnent | anguage.

Senat or O son asked whether alternate plans have been devel oped
t hrough which to assist famlies were federal funding discontinued.

Co-Chair WI ken responded that, in that event, the program would
either require adjusting or alternate funding nust be identified.
He expressed concern that were the federal funding for this and
ot her prograns to continue to erode, that "the default position of
this Commttee" would be to "just automatically backfill wth
general fund noney." Wre a reduced funding situation to arise, it
should be understood that instead of being the tinme to wite
checks, it would be the tine to re-analyze the program its funding
nmechani sns, and its funding | evels. This anendnent would all ow t hat
process to begin.

Senat or O son asked whether the adoption of the anmendnent would
preclude the State from providing replacenent funding.

Co-Chair Geen clarified that rather than prohibiting that from
occurring, the language would clarify that there would be "no
assunption that the State will continue the programto the extent
in that current period.” D mnishing federal support of prograns
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would continue to place "trenmendous pressure” on the State's
general fund.

There being no objection, Arendnent #1 was ADOPTED.

Co-Chair WIken noved to report the bill, as anmended, from
Committee with individual recommendati ons and acconpanyi ng fi scal
not es.

There being no objection, CS SB 51(FIN) was REPORTED from Comm tt ee
with four Division of Public Assistance, Departnent of Health and
Soci al Services fiscal notes, dated Decenber 10, 2004: Fiscal Note
#1 in the anount of $4,093,800, Tribal Assistance Program Fiscal
Note #2 in the anmobunt of negative $1, 346,400, Wrk Services
Program Fiscal Note #3 in the ampbunt of negative $6, 727,000, the
Al aska Tenporary Assi stance Program (ATAP); and Fiscal Note #4 in
t he anpbunt of negative $931,500, Child Care Benefits Program

AT EASE: 9:13:10 AM/ 9:14:40 AM

Co-Chair WIken chaired the remai nder of the neeting.
#SB98

SENATE BI LL NO. 98

"An  Act maki ng  suppl enent al appropriations, capi tal
appropriations, other appropriations, and reappropriations;
amendi ng appropriations; making appropriations to capitalize
funds; and providing for an effective date.”

This was the fourth hearing for this bill in the Senate Finance
Conmittee.

Co-Chair WIlken «clarified that while departnment overviews
pertaining to the fast track supplenental bill have concluded,
several anendnents fromthe Governor Frank Miurkowski Adm nistration
have been received and woul d be explained to the Conmttee. After
the bill was heard, the Conmttee would recess until |ate afternoon
in order to allow Menbers to further review the | egislation

Co-Chair WIlken reviewed the commttee substitute work draft
Version 24-GS1133\F and its acconpanyi ng spreadsheet dated March 1,
2005 [copies on file], and limted his remarks to those requests to
whi ch changes had been made.

[ NOTE: Confusion occurred as to whether the February 7, 2005
spreadsheet [copy on file] or the March 1, 2005 spreadsheet was
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being referenced. The followng Sections are as depicted in the
February 7, 2005 spreadsheet.]

9:16: 53 AM

Depart ment of Comrerce, Conmunity and Econom c Devel opnent
Section: 2(a)

RDU. Community Advocacy

Suppl enental Need: Small city energy assistance program
$6, 450, 000 General Funds

Co-Chair WIken stated that a change to this Section would be that
the specified $25,000, $50,000, or $75,000 comunity allocation
woul d be used to pay toward the conmunity's outstanding debt to the
State's Bul k Fuel Loan Program Any bal ance remaining after that
paynment coul d be applied toward the purchase of nore fuel, with the
condition that the invoice be submtted to the State. This noney
woul d | apse on June 30, 2005.

Senator O son understood therefore that a conmunity whose debt
exceeded its allocation would not have funds with which to buy nore
fuel .

Co-Chair WIlken replied that that is correct. For exanple, a
community with an allocation of $50,000 and an outstandi ng debt of
$126, 000, woul d have $50,000 paid towards its debt.

Senat or O son asked whether any provisions have been included
t hrough which a community could acquire nore fuel.

Co- Chair WI ken responded, no.

Departnent of Corrections

Section: 3(a)

RDU. O fice of the Comm ssioner

Suppl enment al Need: Support for enhanced correctional officer
and probation officer recruiting efforts in urban and rural
Al aska. Wrkplace Al aska alone is not bringing enough
applicants. The departnment will purchase TV and radi o spots,
and advertisenents in snmaller publications in |ocations such
as Seward, Bethel, None, Kenai, Eagle Ri ver and Mat- SU.

$50, 000 General Funds

Co-Chair WI ken explained that the Department of Corrections would
address the Section 3(a) funding request via the use of available
FY 05 | apsed funds.

AT EASE 9:20:17 AM/ 9:20:17 AM
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Department of Corrections

Section: 3(b)

RDU. Adm ni strative Services

Suppl enent al Need: The departnent i s seeking an e-procurenent
application to |ower purchasing prices and inprove
efficiencies within the buying process for commodities,
equi pnrent, food, and services.

$225, 000 General Funds

Co-Chair Wl ken stated that Section 3(b) was zeroed out with the
understanding that the e-procurenment application system being
furthered by the Departnent of Transportation and Public Facilities
would be successfully developed and inplenmented in other
depart nents.

Depart ment of Education and Early Devel opnment

Section: 4(b)

RDU. M. Edgecunbe Boardi ng School

Suppl enental Need: Residential operating costs related to
expanded student popul ation

$800, 000 General Funds

Co-Chair WIlken stated that Section 4(b) has been zeroed out. It
was "quite clear"” last year when this issue was initially discussed
that the Comnmttee did not favor such an appropriation. However,
the Adm nistration nade the decision to expend the noney. Therefore
"it is incunbent upon the Admnistration to find out howto pay for
it." The Commttee has continued to uphold its previous position.

Senat or St edman voi ced the expectation that funding for the Schoo
woul d be included in the FY 06 operating budget.

Co-Chair WIken remarked that this discussion pertains to the FY 05
suppl enental request for the School. Funding is included in the FY
06 regul ar budget proposal.

Senat or Stednman, while recognizing "the nerits of the table",
voi ced support for retaining the funding request. He acknow edged
the School's funding inclusion in the FY 06 budget.

Depart ment of Environnmental Conservation

Section: 5(a)

RDU: Capit al

Suppl enental Need: Due to safety issues relating to energing
bioterrorismthreats and ani mal di seases, changes in design
were necessary to neet original intent and provide a safe and
secure |l aboratory facility. This amendnent provi des additi onal
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funding to cover those design changes and conplete
construction of the new Environnmental Health Laboratory
$355, 000 General Funds
$500, 000 Federal Unrestricted Rcpts
$855, 000 Total Funds

Co-Chair WIlken noted that while this request would be fully funded
at the $855,000 | evel, there would be a fund source change in that
it would be supported entirely with General Funds.

Department of Mlitary and Veterans Affairs

Section: 6(b)

RDU. Di saster Relief Fund

Suppl enent al Need: Base capitalization of fund $1,000.0; 2004
Bering Strait Sea Storm $4,054.4; Interior Earthquake
shortfall $259.3; and Kaktovik Wnter Storm $2,363.5
$7,677,200 General Funds

Co-Chair WIken stated that the 2004 Bering Straits storm the
Interior Earthquake shortfall, and the Kaktovik Wnter Storm
expenses would be provided for; however, the $1,000,000 base
capitalization request was denied.

Co-Chair WIl ken comrented that further discussion in this regard
woul d transpire, as the Departnment has raised concern regarding the
absence of the capitalization.

[ NOTE: Further clarification regarding the spreadsheets occurred.
From this point forward, the March 1, 2005 spreadsheet 1is
ref erenced. ]

AT EASE 9:24:47 AM/ 9:25:44 AM

Co-Chair Wlken stated that in order to avoid further confusion, he
woul d reference Section nunbers in his renarks.

9:26: 24 AM

Depart ment of Adm nistration
Section: 7(a)
RDU: Capit al
Suppl enental Need: AOGCC costs for gas pipeline reservoir
studi es and depl etion plan eval uati ons.
$900, 000 General Funds
$300, 000 Permanent Fund Corporation Receipts
Total Funds: $1, 200, 000

Departnent of Law
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Section: 7(b)
RDU. Gvil Division, Gl, Gas and M ning
Suppl enent al Need: Legal costs for work related to the state
gas pipeline and to bringing North Slope natural gas to
mar ket, and other oil and gas projects for FY 05 and FY 06.
$6, 750, 000 General Funds
$2, 250, 000 Permanent Fund Corporation Receipts
Total Funds: $9, 000, 000

Department of Natural Resources
Section: 7(c)(1)
RDU: Capit al
Suppl enental Need: Gas pipeline risk analysis and royalty
i ssues.
$1, 875, 000 CGeneral Funds
$ 625,000 Pernmanent Fund Corporation Receipts
Total Funds: $2, 500, 000

Departnent of Natural Resources
Section: 7(c)(2)
RDU: Capit al
Suppl enental Need: Gas Pipeline corridor geol ogic hazards and
resource eval uation
$1, 500, 000 General Funds
$ 500,000 Permanent Fund Corporation Receipts
Total Funds: $2, 000, 000

Depart ment of Revenue
Section: 7(e)
RDU: Capit al
Suppl enental Need: Comm ssioner's Ofice - Wrk related to the
state gas pipeline and to bringing North Slope natural gas to
mar ket .

$3, 975, 000 General Funds

$1, 325, 000 Permanent Fund Cor poration Receipts

Departnent of Revenue
Section: 7(f)
RDU: Capit al
Suppl enment al Need: Al aska Natural Gas Devel opnent Authority
i ncreased wor kl oad for gas pipeline
$1, 627,500 CGeneral Funds
$ 542,500 Permanent Fund Corporation Receipts
Total Funds: $2,170, 000

Co-Chair WIlken stated that while these projects would be fully

funded, the recomendation is that the "expenditures be run
t hrough” the Legislative Budget & Audit (LB&A) committee.
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Department of Natural Resources
Section 7(d) (1)
RDU:. Operating
Suppl enment al Need: Gas pipeline Bullen Point Road right-of -way
permtting.
$2, 400, 000 General Funds
$ 800, 000 Pernmanent Fund Corporation Receipts
Total Funds: $3, 200, 000

Departnent of Natural Resources
Section 7(d)(2)
RDU:. Operating
Suppl enental Need: Division of G| and Gas increased workl oad
for gas pipeline.
$2, 025, 000 General Funds
$ 675,000 Permanent Fund Corporation Receipts
Total Funds: $2, 700, 000

Department of Natural Resources
Section: 7(d)(3)
RDU:. Operating
Suppl enental Need: Conm ssioner's Ofice increased workl oad
for gas pipeline.
$150, 000 General Funds
$ 50,000 Permanent Fund Corporation Receipts
Total Funds: $200, 000

Co-Chair WIken stated that Sections 7(d)(1), 7(d)(2), and 7(d)(3)
woul d be funded and would include a provision of an FY 06 |apse
date. These requests would not be addressed through LB&A. He
recalled that, three years prior, expenditures associated wth
anot her resource devel opnent project had been addressed through
LB&A and, as per Senator Cene Therriault, LB&A chair that "worked
out fine." LB&A has assured him that routing the gas pipeline
expenditures through LB&A would not slow the State's gas pipeline
efforts.

Co-Chair Green noted that wutilizing Permanent Fund Corporation
receipts in this fashion is not a new process and has been utilized
many tinmes in the past.

Co-Chair WIken expressed that the wuse of Permanent Fund
Corporation receipts as the designated O her Funds for resource
devel opment project such as the gas pipeline is a funding
i nvestment that would be reinbursed back into the Pernanent Fund
were the project successful. The gas pipeline funds woul d amount to
25-percent, or approxi mately $7,100,000, of the overall funding
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request. Therefore, this request has a Fund Source change in that
General Funds would be partially replaced with Permanent Fund
Cor poration receipts.

Senator O son understood that Permanent Fund earnings would be
utilized as a fundi ng mechanismfor the gas pipeline requests.

Co-Chair WIlken affirned. "W've done that in the past for resource
devel opnment issues that conme back in resource devel opnent
recei pts.”

Senator Stedman asked for confirmation that this would be the
Per manent Fund Ear ni ngs Reserve Account.

Co-Chair WIlken replied that, "technically, its Corporation
receipts,” but it is the Earnings Reserve Account.

Co-Chair Geen noted that this would be "in the sane relationship
as the deposit would be made from Revenue."

Co-Chair WI ken comunicated that it would be 25-percent, with the
know edge that the 25 percent would be returned. "That investnent
will pay itself off in nultiples.”

O fice of the Governor
Section: 8
RDU. Arctic National WIdlife Refuge
Suppl enent al Need: Funds for support of national efforts to
open ANVR for oil and gas exploration and devel opnent.
$375, 000 General Funds
$125, 000 Permanent Fund Corporation Receipts
Total Funds: $500, 000

Co-Chair WIlken stated that, simlarly to the gas pipeline funding,
Per manent Fund Cor poration Receipts would be utilized to partially
fund efforts to open the Arctic National WIldlife Refuge (ANVR)

[ NOTE: The following Section is as depicted in the February 7, 2005
spreadsheet . ]

Departnent of Health and Social Services

Section: 9(c)

RDU:. Health Care Services: Wnen's and Adol escents Services

Suppl enent al Need: Feds reduced FFY 05 funding in the Breast
and Cervical Cancer screening program The fund source change

will allow services to 1600 enrolled wonen that otherw se
woul d not be served due to federal funding reductions. Funds
will be required by late March or early April to continue the
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progr am
$500, 000 General Funds
($500, 000) Federal Funds
Total Funds: 0.0

Co-Chair WIlken stated that Section 9(c) was not funded for the
three reasons: in an effort to reduce costs, the Departnent is
bei ng asked "to raise the threshold of acceptance for those wonen
that are at risk”™ to 40 years of age rather than accepting any
femal e, regardl ess of age; further clarification as to whether the
federal funds being elimnated were specifically directed to breast
and cervical cancer support or were a general erosion of federal
funds of which the Departnent chose to renove fromthis program
and finally, as reflected in the Coormittee's recent adoption of
Amendnent #1 for SB 51, the desire is to further clarify that,
rather than the expectation being that the State would
automatically offset further dimnished federal funding of prograns
with general funds, re-evaluation of such an affected program
shoul d occur.

[ NOTE: The following request is as depicted in the March 1, 2005
spreadsheet . ]

Departnment of Mlitary and Veterans Affairs

Section: 11

RDU. National Guard MIlitary Headquarters

Suppl enental Need: National CGuard Audit D sall onance - Federa

auditors have disall owed state expenditures in FFY 05 for a
total of $937,234. This request will cover COctober 2004 to
June 2005. An anendnent will be offered in the FY 06 budget to
cover these expenditures for the remai nder of FFYO5 and FFY
06. The departnent estimates they will run out of general

funds by the end of March.

$297, 300 General Funds

Co-Chair Wl ken noted that the original $446, 000 request has been
pared down to $297,300, as it was determined that this |level would
be sufficient to address FY 05 actual needs. The FY 06 budget would
address FY 06 funding requirenents.

Co-Chair W1l ken expressed that this woul d concl ude the changes made
to SB 98. The original SB 98 General Fund request anmounted to
$97, 082, 200; this anobunt has been reduced to $87, 656, 000. Federal
funds woul d amount to $99, 380, 800 and O her Funds woul d anmount to
$24,492,000 for a total amount of $211,529, 700. These anmounts are
depicted on the March 1, 2005 spreadsheet.

Co-Chair WIken requested the Commttee to review the Version "F"
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committee substitute, and submt any proposed anendnents by three
o' clock. The intent is that the Committee would recess and
reconvene later in the day to further address the bill

Co-Chair Wl ken ordered the bill HELD in Conm ttee.

AT EASE: 9:33:50 AM/ 9:33:53 AM

SENATE BI LL NO. 98

"An  Act maki ng  suppl enent al appropri ations, capi tal
appropriations, other appropriations, and reappropriations;
anendi ng appropriations; naking appropriations to capitalize
funds; and providing for an effective date."

Co-Chair WIlken stated that the bill is again before the Commttee
in order to hear information regarding the Admnistration's
proposed anendnents to SB 98. The anendnents are detailed in a
handout dated February 28, 2005 from Cheryl Frasca, Director, the
O fice of Managenent and Budget addressed to the House and Senate
Fi nance Commttee Co-Chairs [copy on file]. Upon the concl usion of
the overview, the anendnents would be incorporated into a
forthcom ng comm ttee substitute.

CHERYL FRASCA, Director, Ofice of Managenent and Budget, Ofice of
the Governor, stated that the proposed anmendnents woul d amount to
approximately $9.5 million in general funds, five mllion dollars
in Gher Funds, and $8.7 mllion in Federal Funds. She reviewed the
requests depicted in the handout as follow

FAST TRACK SUPPLEMENTAL AMENDVENTS

Amend. Sec. 1, Departnment of Adm nistration, by adding new
subsections to read:

(b) The sum of $5,003,000 is appropriated from the
i nformation services fund to the Departnent of Adm nistration
for State of Al aska network security infrastructure upgrades.

KEVI N BROOKS, Deputy Conmi ssioner, Departnment of Adm nistration,
rem nded the Commttee that the State experienced "a cyber attack
on its network system in md-January” 2005. This event has
underscored the fact that efforts nust be advanced "to solidify"
the State's telecomunications and Information Technol ogy
infrastructure, and therefore, while $17 mllion was included in
the Departnent's original FY 06 request to address this and ot her
things, $5 nmillion is being requested via this legislation to
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i medi ately address network deficiencies. He noted that federa
agencies are involved in the investigation regarding the January
att ack.

Co-Chair WI ken asked how the inclusion of this request in SB 98
would affect the Departnent's FY 06 network security budget
request .

M. Brooks stated that were this request included in the
suppl enental bill, a $12 mllion request rather than a $17 mllion
request would be included in the FY 06 Capital budget.

(c) The sum of $6,175,000 is appropriated from the
general fund to the Departnent of Admi nistration for Al aska
| and nobile radio (ALMR) infrastructure upgrades.

9: 38: 36 AM

M. Brooks explained that this new $6.1 nillion general fund
request woul d provide infrastructure upgrades to the Al aska Land
Mobile Radio project (ALMR), which is a joint project being
conducted with the federal Departnent of Defense (DOD). There are
approximately 87 radio sites |ocated between Kodi ak and Fai r banks,
whi ch provide comrunications for voice data video. The request
woul d provi de enhanced service to the Departnent of Public Safety,
the Department of Mlitary and Veterans Affairs, and the Depart nent
of Admnistration to fulfill the State's obligation regarding its
agreenent with DOD "to shore up this network."

M. Brooks stated that this noney would allow the State to neet
some May 2005 contractual deadlines. A simlar anount of noney
woul d be requested in the FY 06 budget to continue these upgrades.
The federal governnent has provided approximately $43 mllion to
pur chase equi pnment for these sites, and in addition, has pledged an
additional $100 mllion investnent in this regard.

Senat or Dyson asked how this request would i npact the FY 06 budget.
M. Brooks stated that the total ALMR funding would anmount to
approxi mately $12,400,000. Wre this request granted, the
$6, 400, 000 bal ance woul d be included in the FY 06 capital budget.
Senator Dyson surmsed therefore that this six mllion dollar
increnent would be in addition to the Departnment of Mlitary and
Veterans Affairs' proposed FY 06 budget.

M. Brooks clarified that this request would be included in the
Department of Adm nistration's FY 06 capital budget.
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Ms. Frasca noted that a budget anendnent to this effect was
recently submtted.

M. Brooks expressed that while work on the ALMR project has been
conducted for several nonths, the request was not been submtted
earlier as details were too vague.

Senator O son asked what benefits would be provided by the
upgr ades.

M. Brooks explained that each of the sites, ranging fromroad to
nmount ai ntop sites, has a comrunications tower and an approxi mate
ten by twenty foot housing structure for the radio equipnent,
generators, and batteries. The current equipnent is old and nust be
updated for conpatibility and security reasons. An upcom ng
mlitary exerci se woul d require conmuni cati on conponent
enhancenents that woul d be supplied by the mlitary.

Senator O son asked the reason State funding is being requested if
the federal governnment is supplying the equi pnent.

M. Brooks expressed that the mlitary woul d be supplyi ng equi prment
specific to their needs. The State funds being requested would
provide for the upgrades for the nmultitude of State agencies that
utilize the network. This would include first responders, the
Departnent of Transportation and Public Facilities, the Departnent
of Health and Social Services, and the Al aska Railroad. Once the
upgrades were in place, DOD would further commt to paying for on-
going operating and naintenance expenses associated with these
sites.

Co-Chair WI ken understood that the reason this anendnent is being
proposed "is because the federal governnent did sonething to
junpstart us."

M. Brooks replied "not exactly". The agreenent between the State
and DOD has existed for several years. The driving force behind
this anmendnent is to coordinate the needs of the various State
departnents and DOD and to upgrade "42 of the nost critical sites”
in order to have themtested and functioni ng before the begi nning
of the August 2005 military exercise. The request was delayed in
order to provide updated and accurate information.

Co-Chair WIken stated that, considering the anount of noney
i nvol ved, an ALMR briefing woul d be appreciat ed.

M. Brooks stated that a briefing could be conducted.
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Amend sec. 6, Fund Transfers, by anendi ng subsection (a) and
addi ng a new subsection to read:

(a) The sum of $10, 004, 200 [ $6, 813, 300] is appropri ated
fromthe general fund to the Al aska marine hi ghway system fund
(AS 19.65.060(a)).

Ms. Frasca stated that this anmendnent woul d increase the genera
fund appropriation to the Al aska Marine H ghway System Fund to
provide for the nonetary terns of the Inlandboatnen's Union of the
Pacific contract, which is further specified in Arendnent sec. 13
on page two of the handout. Approximately $3.2 mllion would be
required to address the costs of the FY 05 contract. Two sections
in the Adm nistration's anendnents pertain to this contract.

Co-Chair W1l ken noted that the packet contains a January 26, 2005
menor andum [copy on file] from Ray Matiashowski, Comm ssioner of
the Departnent of Adm nistration to Senate President Senator Ben
St evens regarding the specifics of the contract.

(c) The sum of $5, 003,500 is appropriated from proceeds
of the State of Al aska nmaster lease line of credit programto
the information services fund (AS 44.21.045(a)) for purposed
of financing the follow ng Departnent of Adm nistration fiscal
year 2005 capital project request:

PRQIECT AMOUNT
State of Al aska I nfrastructure $5, 003, 500
Net wor k Security Upgr ades

Ms. Frasca stated that Sec. 6, subsection (c) relates to the
financi ng mechani sm being proposed to pay for the five mllion
dollars of network security infrastructure upgrades previously
di scussed in Arend. Sec. 1, subsection (b). This line of credit,
whi ch had been included in the FY 06 budget, would be noved forward
to fund FY 05 network expenses with the intent to bill agencies
through the "EPR rate"” in order to access both "State and non-State
fund sources to repay this line of credit over tine."

Co-Chair WI ken understood that this noney was part of the origina
$17 million request.

Ms. Frasca affirned.

Arend sec. 8, Ofice of the Governor, by adding a new
subsection to read:
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(b) The sum of $160,000 is appropriated fromthe genera
fund to the Ofice of the Governor, division of elections, for
i ncreased costs for the fiscal year ending June 30, 2005.

Ms. Frasca stated that this anmendnment would provide funds to the
Division of Elections to address increased costs associated with
such things as the AccuVote voting machi nes mai ntenance and | ease
cost increases in FY 05. Postage and shipping costs, unassoci ated
with separate Division of Election |legislation that had previously
reported from Comrittee, would al so be provided for.

Amend sec. 13, Salary and Benefit Adjustnents, by adding new
subsections to read:

(d) The sum of $3,190,000 is appropriated fromthe A aska
mari ne hi ghway system fund (AS 19.65.060(a)) to the Departnment
of Transportation and Public Facilities, marine vessel
operations, in order to inplenment the nonetary terns of the
col | ective bargai ning agreenent for the Inlandboatnen's Union
of the Pacific, representing the unlicensed marine unit, for
the fiscal year ending June 30, 2005.

(e) If the appropriation made by (d) of this section
takes effect, it takes effect on the date the collective
bargai ning agreenment listed in (d) of this section is ratified
by the nenbership of the respective collective bargaining
unit.

Ms. Frasca stated that this request would address FY 05 expenses
associated with the collective bargaining agreement for the
I nl andboatmen's Union of the Pacific, which was previously
di scussed. "This is the actual appropriation from the Marine
H ghway System Fund to nmake t hose paynents.”

Amend sec. 15(a), Department of Transportation and Public
Facilities Federal Projects, to read:

Sec. 15. DEPARTMENT OF TRANSPORTATION AND PUBLIC
FACI LI TI ES FEDERAL PRQIECTS. (a) The appropriation to the
Departnent of Transportation and Public Facilities for
the Airport |nprovenent Program made by sec. 1, ch. 159,
SLA 2004, page 35, line 22, is increased by appropriating
from f eder al receipts an addi ti onal
$14, 285, 000[ $5, 850, 000], to be allocated as foll ows:
(1) Kotzebue: Obstruction Renoval and

Safety Area (HD 40) $5, 300, 000
(2) Tenakee Springs: Seapl ane Fl oat
Rehabilitation (AD 5) 550, 000

(3) Cold Bay: Airport Term nal Master

SFC- 05 (16) 03/ 01/ 05



Pl an (HD 37) 200, 000
(4) Deadhorse: Airport Runway Safety

Area Expansi on (HD 40) 8, 000, 000
(5) Unal aska: Airport Term nal Master
Pl an and | nprovenents (HD 37) 500, 000

Ms. Frasca stated that this is the Admnistration's final anmendnent
to the Fast Track Supplenental bill. These three capital projects
bei ng added coul d get underway in March or April 2005, provided the
authorization is given to spend the federal funds early.

Co-Chair WIlken calculated that the State would be realizing an
additional nine mllion dollars in federal funding.

Ms. Frasca deferred to the Departnent of Transportation and Public
Facilities in order to ascertain whether this would be additi onal
f undi ng.

Co-Chair WIken asked whether funding for this request would
repl ace ot her projects.

NANCY SLAGLE, Director, Dyvision of Admnistrative Services,
Departnent of Transportation and Public Facilities, stated that
this anendment regards federal airport inprovenent funding. Some of
the funding is discretionary in that it is additional funding that
was made available to the State from the Federal Aviation
Adm ni stration (FAA). Approval of this anmendnent would not result
in replacing any other funds that the Departnent would receive in
its regular entitlenment program

Co-Chair W1 ken asked regarding the reference to HD 40 and HD 5.

Ms. Frasca clarified that "HD' is a reference to House District.
Amend sec. 17(a), Lapse of Appropriation, to read:

(a) The appropriations made by secs. 1(b), 1(c), 7(a),

7(c), 7(d), and 7(e) of this Act are for capital projects and
| apse under AS 37.25.020.

Ms. Frasca expressed that this technical anmendnment would specify
that the funds being requested in Section 1(b) and 1(c) for the
ALMR and network security upgrade requests would not | apse.

Ms. Frasca stated that this concludes the Admnistration's
anendnents to the Fast Track Suppl enental bill

Co-Chair Wl ken ordered the bill HELD in Committee.
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#SB97

SENATE BI LL NO. 97

" An Act maki ng suppl enent al , capital, and ot her
appropriations, and reappropriations; amendi ng appropriations;
maki ng appropriations to capitalize funds; maki ng an
appropriation under art. IX, sec. 17(c), Constitution of the
State of Al aska, fromthe constitutional budget reserve fund;
and providing for an effective date.”

This was the third hearing for this bill in the Senate Finance
Conmittee.

Co-Chair WIlken stated that the Departnent of Transportation and
Public Facilities would be continuing its overview of its Regul ar
Suppl enental bill requests.

AT EASE: 9:51:53 AM/ 9:53: 09 AM

ltem 124

Section: 17(i)

RDU: Central Region H ghways and Avi ation

Suppl enental Need: Anchorage snowhaul and equi pnent fuel,
utilities, sand and steel cost increases.

$1, 374,400 General Funds

NANCY SLAGLE, Director, Division of Admnistrative Services,
Departnent of Transportation and Public Facilities stated that
these request is the result of fuel, utility, and conmmodity price
i ncreases as well as an increase of approximtely $130,000 relating
to Anchorage snowhauling expenses. Fuel expenses have increased
approximately 30-percent or $500,000; wutility expenses have
i ncreased approximately six-percent or $70,000; and steel price
increases have directly inpacted the Departnent's ability to
repl ace grader blades, culverts, and road signs. Sand, salt and
chem cal costs have al so increased. Commodity increases anount to
approxi mately $680, 000. The Departnent's FY 05 Anchorage downt own
area snowhauling budget had been reduced "a little too
aggressi vel y" by $250, 000.

tem 125

Section: 17(j)

RDU: Northern Regi on H ghways and Avi ati on

Suppl enent al Need: Equi pnent fuel, utilities, and steel cost
i ncreases.

$1, 399, 500 General Funds
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ltem 126

Section: 17(k)

RDU: Sout heast Regi on Hi ghways and Avi ati on

Suppl enent al Need: Equi pnrent fuel, sand, chem cals and steel
cost increases.

$263, 400 General Funds

Co-Chair WIken noted that Sections 17(i), 17(j), and 17(k) depict
simlar expenses for other regions of the State. Continuing,
however, he asked the reason Anchorage snowhaul i ng expenses were
considered part of the Central Region rather than the Interior
Regi on.

Ms. Slagle informed that the State has assuned responsibility for
downtown Municipality of Anchorage roads' snowhauling as State
roads transit through the Miunicipality. She pointed out that snow
renoval in Anchorage "is nore of an issue" than it is in other
communi ties through which State roads travel. The State's Anchorage
snowhaul i ng budget was reduced in the FY 05 budget, based on
hi storical snowfall records; however, snowfall has exceeded those
aver ages.

Ms. Sl agle concurred that Sections 17(i), (j), and (k) are simlar
in nature.

Section: 17(1)

RDU:. State Equi prment Fl eet Adm nistration

Suppl enment al Need: Fuel increases - credit card expenditures
rei mbursed by user agenci es.

$1, 100, 000 Hi ghway Worki ng Capital Fund

Ms. Slagle stated that this Fund authorization is specifically
related to fuel cost increases. The State equi pment fleet contracts
out the anount of fuel that is utilized, and the various State
agencies are provided a credit card through which consunption
charges are tracked. The bills are submtted to the State Equi pnent
Fleet, which in turn, bills the agencies for reinbursenment. This
request pertains to the authorization to expend those reinbursed
noni es.

Senator Stedman asked whether the State could track fue
consunption by vehicle.

Ms. Slagle responded that the process is designed to track by
credit card rather than by vehicle. Since the credit cards could
al so be used for bulk purchases, it would be difficult to track a
specific wvehicle's consunption wunless a credit card was
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specifically used for one vehicle. MI|eage and nmai ntenance costs,
however, are tracked per vehicle in the fleet.

Senator O son asked how the Departnment addresses the rising
expenses of non-State enpl oyees who are under contract to service
Bush Al aska airports.

Ms. Slagle asked for whether the question regards general
mai nt enance contracts that are in affect for Rural airports.

Senator A son affirmed that this concern regards those responsible
for such things as snow renoval in places |ike Savoonga and
Shakt ool i k.

Ms. Slagle understood that such contracts are bid out and re-
negotiated on a regular basis of approximately two years. This
provides the ability to address increasing expenses.

Senator O son stated therefore, that when the airport nmanager at
Sal non Bay contacts him and relays "that the price of fuel just
junped" by a certain percent that his response would be that he had
to abide by a Departnent of Transportation and Public Facilities
contract that would be re-negotiated every few years. He asked
whet her provi sions have been made to address such a scenari o.

Ms. Slagle replied that further information regarding pricing
i ndexes for Rural Al aska would be provided. Wile the Departnent
does have the ability to incorporate such cost increases into the
contracts for Rural areas, there is no specific need to address
this currently as, had the situation been different, a request of
that nature woul d have been brought forward. Therefore, she assuned
that such natters are being addressed internally.

Senat or O son voiced that rather than his concern being about the
contracts, his concern is about the increased fuel costs to those
i ndependent contractors.

Ms. Slagle responded that in several instances, independent
contractors utilize State equi pnent for Rural airport naintenance.
She was uncertain as to whether the fuel used in those cases was
included in the contract conditions or whether the State was
responsible for it. She would clarify this.

Section: 17(m

RDU. Statew de Information Services

Suppl enment al Need: Funding for tel ecommuni cations chargeback
costs. FY 04 supplenental funding was not built into FY 05
budget, thereby causing a shortfall.
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$659, 600 General Funds

Ms. Slagle explained that this request is associated with the
anount of funds that the Departnent pays to the Departnent of
Adm nistration for its Enterprise Productivity Rate (EPR) usage,
which 1is specifically associated wth technology that the
Departnent of Admi nistration is providing to the Departnent. These
rates have been increasing over the years and a simlar request was
before the Commttee in the FY 04 Supplenental |egislation. The
Departnment’'s budget has not been adjusted to accommobdate this
expense. Sone "shifting of rates" did occur; however it did not
all eviate the pressure on the Departnent’'s budget as was intended.

Co-Chair WIlken asked the reason that this sort of request is
specific to the Departnment of Transportation and Public Facilities
and not to others.

Ms. Slagle responded that these expenses relate to the usage of
conput ers and associ ated peripherals such as printers. The current
formula, which the Departnment of Adm nistration devel oped a few
years prior, is based on departnent position counts. This has
"greatly inpacted" the Departnment of Transportation and Public
Facilities as it has equi pnent operators and over 1,800 Marine
H ghway vessel enployees who work in the field and do not have
access to conputers or telephones. Another consideration is that
many of the Departnent's operations are conducted 24-hours a day.
The conbination of these things incurs nore of these expenses on
t he Departnent of Transportation and Public Facilities than other
depart nents.

Co-Chair WI ken asked what woul d occur were this request unfunded.

Ms. Sl agle responded that the Departnment woul d be required to nmake
"drastic changes between now and the end of the year." The npney
woul d be drawn from ot her prograns, specifically the highways and
avi ati on program as those are the prograns that have general fund
dol | ars.

Senat or O son asked whether not funding this request m ght result
in"risk tolife or linmb."

Ms. Slagle stated that the response to that question is difficult.
Funding it wth existing program general fund dollars would
negatively affect the Departnent's ability to adequately address
Spring road issues.

Co-Chair Green asked whether general fund dollars were the only
funding option; specifically whether federal funds mght be
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utilized.

Ms. Slagle stated that federal funds could be utilized for general
adm ni strative support as well as for indirect cost allocation plan
(1 CAP) funding which are those funds not designated for a specific
proj ect. However, the Departnent has utilized avail able | CAP funds
to the maximum | evel and there is no further flexibility.

Co-Chair Green asked whether other non-federal funding options
m ght be avail abl e.

Ms. Sl agl e responded that | CAP funds are cal cul ated as a percentage
of each construction project, whether the funding source is
federal, State, or International Airport Bond Funds. The Depart nent
endeavors to maxi mze all funding sources.

Section: 17(n)

RDU. Central Region H ghways and Avi ation

Suppl enental Need: King Salnon air traffic control current
year contract.

$68, 000 General Funds

Ms. Slagle stated that these funds are in addition to the $44, 500
request included in the Fast Track Supplenental bill that was
specific to FY 04 expenses. This request pertains to the costs
associated with the King Sal non Airport Control Tower for FY 05.

Senator O son commented that funding of this request is inperative
as, from personal experience, he characterized the airport as
resenbling a busy nosquito beehive. He noted that this funding
m ght have averted the incident in which an aircraft had knocked
down the control tower a few years earlier

Co-Chair WIlken stated that this request woul d advance.

Section: 17(0)

RDU:. Human Resources

Suppl enental Need: Shortage in realizing savings due to del ay
in inplenmenting electronic tinesheets.

$140, 000 Vari ous Fundi ng

Ms. Slagle informed that funds had been reduced in the Hunman
Resour ces conponent of the Departnent's FY 05 operating budget due
to anticipation that the inplenmentation of an electronic tinesheet
woul d reduce expenses. However, the inplenentation of that system
has been del ayed and the Departnent has been required to pay the
Departnent of Adm nistration for Human Resources services.
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Co-Chair WIken wunderstood therefore that the FY 05 budget
reflected the decrenment relating to this system

Ms. Sl agle conmunicated that a $160, 000 decrenent was reflected in
the FY 05 budget. A $20,000 general fund decrement of that amount
is not being requested.

Senat or Bunde observed that, on nunerous occasions, the savings
anticipated to result from consolidation or inproved technol ogi es
have not been realized. To that point, he asked whether this
endeavor "woul d eventually save noney."

Ms. Slagle assured that it would, as an el ectronic tinmesheet system
woul d avoid the process of duplicating data entries by staff as
well as any associated errors that mght occur in the current
payrol | process.

Senat or Bunde asked when the antici pated savings would be realized.

Ms. Slagle responded that no related funding is requested in the FY
06 budget, as the system should be in operation.

Senat or Bunde hoped this issue would not resurface in the FY 06
suppl ement al request | egislation.

Section: 18(a)

RDU: Capit al

Suppl enment al Need: Airport |nprovenent Programincrease of $18
mllion in federal funds as all ocated.

Total Funds: zero

JOHN MACKI NNON, Deputy Comm ssioner of H ghways & Public
Facilities, Departnent of Transportation and Public Facilities,
specified that this request is the result of additional federa
funds being realized late in FY 05. The projects provided for by
this funding would be of Statew de significance and woul d not
di spl ace existing projects.

[tem 138

Section: 18(b)(4)

RDU: Capit al

Suppl enent al Need: Statew de: Energency Bridge Repl acenent
$800, 00 Federal Funds

Co-Chair WI ken asked the |l ocation of the bridge addressed by this
request.

Ms. Slagle expressed that, rather than being a specific bridge,
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this request would allow the Departnent to tenporarily stockpile
goods in Anchorage and Fairbanks. The Department currently has
sufficient material to replace an approximate 100-foot bridge;
however, double that anount of nmaterial is required.

Co-Chair WI ken understood therefore that no specific bridge would
be addressed by this request.

ltem 136

Section: 18(b)(2)

RDU: Capit al

Suppl enmental Need: Statew de: Conprehensive Hi ghway Safety
Pl an.

$500, 000 Federal Funds

Ms. Slagle stated that Congressional re-authorization |egislation
bei ng considered would require states to devel op a conprehensive
safety plan. This funding would further this plan, which would
i nclude crash data, crash patterns, safety and education issues,
and the potential inplenmentation of nethods through which to
address these and other issues. She noted that the FY 06 budget
contains a simlar request.

Senat or Bunde asked whet her federal funding would al so support the
FY 06 request.

Ms. Sl agle concurred.
Co- Chair G een asked when the Safety Plan project began.

Ms. Sl agle voiced the understanding that this project has not, of
yet, begun and that this funding would allow for its devel opnent.

Co-Chair Green recalled a Commttee discussion in which it was
determ ned that only continuing projects could be included in the
suppl emental bill.

Co-Chair WI ken asked the Departnent's understandi ng of whether new
prograns could begin in a supplenental bill

Ms. Sl agl e understood ot herw se.
Co-Chair WIken commented that this m ght be a policy decision.
Co-Chair Geen understood the definition of a suppl enental request

to be limted to continuing prograns only. To that point, she asked
whet her this project could be delayed until FY 06.
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Co-Chair WIlken additionally asked whether this request would
require a State match

Ms. Slagle stated that a State match woul d be required, and that
t he Departnent does have adequate funding available in its FY 05
mat ch program Several of the associated projects have begun or are
in the Environnental |npact Study (EI'S) stage. The Departnment has
not followed "any type of guideline or policy"” that woul d prohibit
a new project fromcomng forward. The noney is avail able and the
construction portions of the project could be advertised and begun
as early as May. Beginning projects early in the construction
season woul d be beneficial "in the long run.™

Co-Chair WI ken asked regarding the Match | evel.

Ms. Slagle responded that the match would be approximtely 4.5
percent, provided this was a Surface Transportation Program (STP)
proj ect.

Co-Chair Geen noted that a nine percent mninmum State match m ght
be required.

Ms. Slagle voiced that the Departnent has a variety of federa
hi ghway fundi ng options avail able, each with different match rate
requi rements. The bridge has a 20-percent match rate. Regul ar STPs
require a 4.5 percent match | evel

Co-Chair WIlken stated that this concludes departnment presentations
on both SB 97 and SB 98.

The bill was HELD in Conm ttee.

#

Co-Chair WI ken announced that the Commttee would recess unti
later in the day, with the intent to address any forthcom ng

anendnents and report SB 98 from Conmi ttee.

RECESS: 10:18:30 AM/ 3:00:19 PM

Co- Chair WI ken announced that the neeting, which had been intended
to continue at five o' clock, has been cancelled. The intent of the
Chair is to include the anendnents proposed by the Adm nistration
in aconmmttee substitute for SB 98 that woul d be addressed at the
March third Conmittee hearing. Menbers' anmendnents would be
considered at that tine, with the intent to report the bill from
Conmittee.
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ADJ QURNIVENT

Co- Chair WI ken adjourned the neeting at 03:01 PM
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