M NUTES
SENATE FI NANCE COW TTEE
March 3, 2005
9:04 a. m

CALL TO ORDER

Co-Chair W/I ken convened the neeting at approxinmately 9:04:26 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

Al so Attending: KAREN REHFELD, Deputy Conmi ssioner, Departnent of
Education and Early Devel opnent; TIM GRUSSENDORF, Staff to Senator
Hof f man; EDDY JEANS, Manager, School Finance and Facilities
Section, Education Support Services, Departnent of Education and
Early Devel opnent;

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORVATI ON

SB 98- SUPPLEMENTAL APPROPRI ATI ONS: FAST TRACK

The Conmittee heard from the Departnment of Education and Early
Devel opnent. A conm ttee substitute was adopted, four anmendnents
were considered with two adopted. The bill was reported from
Committee.

#SB98
SENATE BILL NO 98
"An  Act maki ng  suppl enent al appropriations, capi tal
appropriations, other appropriations, and reappropriations;

anmendi ng appropriations; naking appropriations to capitalize
funds; and providing for an effective date.™

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

Co-Chair Green noved for adoption of CS SB 98, 24-GS1133\Y, as a
wor ki ng docunent .

W t hout objection the anendnment was ADOPTED.

Co-Chair WIlken outlined changes in this conmttee substitute
conpared to the previous commttee substitute, Version "F".

9:06: 23 AM

Section: 1(b)

Request Delivery Unit (RDU): Departnent of Adm nistration,
Capi t al

Suppl enent al Need: State of Alaska Network Security
I nfrastructure Updates

$5, 003, 500 Informati on Services Fund

Co-Chair WIlken remarked that it appears the State nust take
addi tional precautions to protect against hacking into the State
system

9: 07: 08 AM

Section: 1(c)

RDU: Departnent of Adm nistration, Capital

Suppl enmental Need: Alaska Land Mbile Radio (ALMR) for
I nfrastructure Upgrades

$6, 000, 000 general funds

Co-Chair WIken noted that the federal governnent has increased its
activities with anticipation of certain factors, one of which is
Nort hern Edge, in August 2005. This has provided enough i nformation
to upgrade existing sites and begin installnment of new sites. The
initial request was $6.175 nmillion; this comrittee substitute
appropriates $6 mllion with the remaining $175,000 all ocated for
the e-conmerce project of the Departnment of Corrections.

9: 07: 57 AM

Section: 3(b)

RDU: Departnent of Corrections, Adm nistrative Services
Suppl enental Need: The departnent is seeking an e-procurenent
application to |ower purchasing prices and inprove
efficiencies within the buying process for comodities,
equi pnent, food and services

$190, 000 general funds
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Co-Chair Wl ken inforned this restores $190,000 to the e-commerce
project. The Departnent al so has | apse funds available, to allow a
total of $200,000 for this purpose.

9: 08: 36 AM

Section: 6(a)

RDU: Fund Capitalization, Marine Hw Stabilization
Suppl enent al Need: Fuel cost and contract increases
$10, 004, 200 general funds

Co-Chair WIlken noted the original request was for funds to address
fuel cost increases. This commttee substitute added funds to cover
i ncreased costs associated with the contract reached with the
| nl and Boat nen's' Uni on.

9:09: 19 AM

Section: 6(b)

RDU. Fund Capitalization, D saster Relief Fund

Suppl enent al Need: Base capitalization of fund %00, 000; 2004
Bering Strait Sea Storm $4,054,400; Interior Earthquake
shortfall $259, 300; and Kaktovi k Wnter Storm $2, 363, 500.
$7,177,200 general funds

Co-Chair WIlken rem nded that the previous conmttee substitute
proposed not funding this item however the Departnent denonstrated
a need. The commttee substitute restores a portion of the origina
request.

9:09:48 AM
Section 6(c)

Co-Chair WI ken explained this would capitalize the fund for the
network security project outlined in Section 1(b).

9:10: 07 AM

Section: 8(b)

RDU:. Governor, Elections

Suppl enent al Need: Additional increased operating costs for
Accu- Vot e mai nt enance; | ease cost increases; |ist maintenance
costs; additional postage and shipping, printing, training,
archiving and destruction costs.

$160, 000 general funds
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Co-Chair WIlken stated this appropriation is for unexpected
expenses resulting fromthe | atest general election.

9:10: 19 AM

Section: 13(d)

RDU. Sal ary & Benefits Adj., Executive Branch

Suppl enental Need: FY 05 costs for the [IBU collective
bar gai ni ng agreenent.

$3, 190, 900 AVHS Fund

Co-Chair Wl ken explained this item along with Section 6(a), iIs
also in relation to the Inland Boatnen's Union collective
bar gai ni ng agr eenent.

9:11: 04 AM

Section: 15(a)(3)

RDU: Transportation, Capital

Suppl enental Need: Cold Bay: Airport Term nal Master Plan -
funding is now expected to be available in Apri

$200, 000 federal funds

Section: 15(a)(4)

RDU: Transportation, Capital

Suppl enental Need: Deadhorse: Airport Runway Safety Area
Expansion - FAA is providing discretionary funds to expand the
safety area

$8, 000, 000 federal funds

Section: 15(a)(5)

RDU:. Transportation, Capital

Suppl enent al Need: Unal aska: A rport Term nal Master Plan and
| mprovenents - FAA is providing the FFYO5 earmark funds in
Apri |

$500, 000 federal funds

Co-Chair WIlken rem nded that these relate to requests brought by
the Admnistration at the previous hearing and provide
aut horization for three projects at a total $8.7 mllion. The
projects are ready to proceed.

9:11:41 AM

Section 17

Co-Chair WIlken pointed out this contains traditional |anguage
utilized to authorize receipt of funds from the Constitutional
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Budget Reserve (CBR) fund if necessary for this appropriation
| egi sl ati on.

9:12:11 AM

Amendnent #1: This anmendnent adds a new subsection to Section 4.

Departnment of Education and Early Devel opnent., on page 7, line 18

to read as foll ows.

(c) The sum of $400,000 is appropriated fromthe genera

fund to the Departnment of Education and Early Devel opnent, M.
Edgecunbe boardi ng school, for increased residential operating
costs for the fiscal year ending June 30, 2005.

Senat or St edman noved for adoption.

Co-Chair W1 ken objected for discussion.

Senator Stednman read the | anguage of the anmendnent. He expl ai ned
the issue relating to the Miurkowski Adm nistration's proceeding

with the expansion of the school, although funding was not
authorized for this purposed by the legislature. The school is
subsequently "caught" between the Admnistration and the

| egi sl ature. This amendnent represents one-half of the originally
request ed suppl enental appropriation anount. The | egislature could
then address in the FY 06 operating budget, the broader issue of
retai ni ng budgetary oversi ght over the executive branch.

Co-Chair Geen recalled that the legislature was clear in its
direction | ast year. Questions had been raised about the readi ness
of this project wwth regard to student accomnmopdati ons. She asked
how the legislature is to be assured that this project is ready to
proceed and requested the school admnistration apprise the
Conmttee of the project goals and status. She did not support this
appropriation; however, Senator Stedman nmade a conpel | i ng ar gunent
and she woul d not oppose the adoption of the anmendnent.

Co-Chair WIlken cited Commttee mnutes fromthe hearing of Apri
28, 2004, in which the Commttee denied this funding request. The
issue is not the M. Edgecunbe project, but rather the budgetary
process and interaction between the |egislative branch and anot her
branch of State governnent. He understood this conflict has caused
difficulty for the school

Co-Chair Wl ken noted that the school has operated for nany years
with little legislative intervention. Recently, federal funding has
becone available for expansion projects, necessitating the
| egi slature to becone nore apprised. He requested the Departnent of
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Education and Early Devel opnent give a presentation of the history
and future goals of the school.

Co-Chair WIlken withdrew his objection to the adoption of the
amendnent .

Senator Dyson asked Senator Stednman opportunity to secure this
funding if the Conmttee did not adopt this amendnent.

Co-Chair WIken noted the CGovernor's proposed FY 06 operating
budget includes $1 mllion for the school. Co-Chair WIken surm sed
the request could be nade to the House of Representatives to
i nclude funding in the FY 05 suppl enental appropriation. He did not
favor expendi ng $800, 000 general funds for the expansion project in
FY 05.

Co-Chair Geen inforned that the school district in her community
has i ncreased by 300 students since COctober 2004. The M. Edgecunbe
school is requesting additional funding for 60 new students. She
guestioned the disparity and asserted the funding fornula is
fl aned.

Co-Chair Geen withdrew her objection to the adoption of the
anendnent .

Co-Chair W/I ken conmented he has received pressure regarding this
matter from both those supporting a suppl enental appropriation and
t hose opposing it. Therefore, it is inportant that the legislature
becone nore know edgeabl e about the boardi ng school program

Senat or Bunde remarked that the decision rendered in the |awsuit
filed by Molly Hootch was to result in the elimnation of boarding
school institutions. He echoed Senator Stedman's concerns voi ced at
previ ous hearings about the difficulty in containing budget
expenditures given the multiple supplenental appropriation
requests.

KAREN REHFELD, Deputy Conmm ssioner, Departnment of Education and
Early Devel opnent, testified this funding is requested for
inclusion in the fast track supplenental reason because the
Adm nistration admtted the additional students and the housing,
staffing and other costs have been incurred. The Departnent is
unabl e to cover these costs.

Senat or Bunde asked if the Mirkowski Adm nistration and the M.

Edgecunbe school administration unaware that the |egislature
refused to fund this project in the initial FY 05 budget.
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Ms. Rehfeld relayed that upon adjournnent of the previous
| egi slative session and it was understood that the |egislature
woul d not fund this project the Governor gave a directive to enrol

t he additional students. The Departnent followed the directive. The
di spute was the legislature's intent that the project should be
del ayed one year, while the CGovernor insisted the project should be
done during the current year.

Senat or Bunde suggested funding this itemfromthe Ofice of the
Gover nor budget .

Senator Bunde remarked this situation could establish an
"interesting precedence” allowing the admnistration to expend
funds for a project and thus obligating the legislature to
appropriate those funds. He asserted he did not accept the adoption
of this amendnent as setting precedence.

Senator O son favored this anendnent. He agreed the situation
i nvol ves two issues, the school and a conflict between two branches
of governnent. The governor is active year round and therefore has
a better understanding of the issues.

Senator O son spoke to the benefits of the boarding school program
including the high scores its students score on the exit
exam nations. He expounded upon his experiences at a boarding
school and noted the acconplishnents of graduates of the M.
Edgecunbe school. He cautioned against causing struggle for the
students in an attenpt to influence the Governor.

Co-Chair Geen calculated the per student allotnment for M.
Edgecunbe students at $5,120. She suggested that if this anmount
were allocated for students in her district their test scores would
be hi gher as well.

There was no further objection and the anmendnent was ADOPTED.
Amendnent #2: This anmendnent adds a new subsection to Section 4.
Depart nment of Education and Early Devel opnent., on page 7, line 18
to read as foll ows.
(c) The sum of $800,000 is appropriated fromthe genera
fund to the Departnment of Education and Early Devel opnment, M.
Edgecunbe boardi ng school, for increased residential operating
costs for the fiscal year ending June 30, 2005.
Senat or O son announced this anmendnment woul d be NOT OFFERED.

9:27:12 AM
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Anmendnent #3: This amendnent inserts a new subsection to Section 2.
Departnent of Comrerce, Community and Econom c Devel opnent., on
page 6, following line 19 to read as foll ows.

(f) Section 62(f), ch. 159, SLA 2004, is anmended to read:
(f) Subject to (a) of this section, the sum of
$1,560,000 is appropriated from the general fund to the
Depart nent of Commerce, Community and Econom c Devel opnent for
paynent as a grant under AS 37.05.315 to Dillingham Gty
School s for expenses incurred on or after April 1, 2004, for
m ddl e school roof replacenment and high school design,
engi neering, and roof and structural repairs.

Thi s anmendnent al so provides that the appropriation is retroactive
to April 1, 2004.

Senat or O son noved for adoption.
Co- Chair Green objected.

Senator O son outlined acconpanying explanatory |anguage, which
reads as foll ows.

This request on behalf of the Cty of D llingham School
District is to allow the District to be rei nbursed expenses
incurred on a school project prior to July 1, 2004. Due to the
energency nature the District spent funds on design prior to
July 2004 to ensure the project would be done in tinme for
openi ng day of school.

Thi s | anguage woul d cover expenses incurred on or after April
1, 2004 for this specific appropriation.

Co-Chair WIlken clarified this issue relates to a timng change in
t he fundi ng.

Co-Chair Geen asked if this relates to replacenent of the gym
floor.

TIM GRUSSENDORF, Staff to Senator Hoffnan, described the nold
problens in the gymat the high school.

Co-Chair Geen asked if the nold was contained in the floor.
M. Gussendorf replied that the nold was actually in the walls,

but subsequent danmage caused the floor to becone unusable. The
original appropriation was intended for replacenent of the ceiling
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in the district's mddle school; however, if the nold in the high
school were not i mredi ately addressed, the high school would have
to have been cl osed.

Co-Chair Green heard reports that the renoved wood from the gym
floor was transferred to the local dunpsite where it was recovered
by residents and reused in their homes. Gven that the materials
were still usable, she surmi sed this project should have received
addi ti onal scrutiny.

M. Gussendorf responded that the wood had buckled and was
unusable as a floor. He could not speak to its suitability for
ot her wuses.

Co-Chair Geen understood that the damage was |imted to one
portion of the gymfloor and that the entire floor did not require
replacenent. She stated that residents recovered the wood, sanded
and refinished it and built good floors in their honmes. She
reiterated that sonme projects should receive nore diligent review.

Co-Chair Geen renoved her objection to the adoption of the
anendnent .

Senat or Bunde asked why this funding is necessary in the fast track
suppl ement al appropri ation.

M. Gussendorf replied that the funds have been expended.

Senator Stedman asked if a maintenance fund exists to address
tenmporary repairs, or if the problens are allowed to worsen until a
total rebuild is necessary.

EDDY JEANS, WManager, School Finance and Facilities Section,
Educati on Support Services, Departnent of Education and Early
Devel opnent, testified he was not aware that D llingham has a
suppl enental fund source for these issues. He detailed the capita
project process involving submttal of proposals, approval and
prioritization, and eventual appropriation of funding for specific
proj ects.

Senator Stedman suggested the Conmttee review and consider
exi sting and possi bl e nmechani sns for addressi ng necessary repairs
to avoid maj or renovati ons.

Co-Chair W1 ken agreed and requested the Departnent address this
matter at a future hearing.

Wt hout further objection the amendnent was ADOPTED.
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9:34:11 AM

Anendnent #4: This amendnent inserts a new subsection to Section 2.
Departnent of Comrerce, Community and Econom c Devel opnent., on
page 6, following line 15 to read as foll ows.

(f) The sum of $1,000,000 is appropriated from the genera
fund to the Departnent of Commerce, Community and Econom c
Devel opnent, Alaska Energy Authority, for the power cost
equal i zation programfor the fiscal year ending June 30, 2005.

Senat or O son noved for adoption.
Co- Chair WI ken obj ect ed.

Senator O son outlined the acconpanyi ng expl anatory | anguage, which
reads as foll ows.

In recent years, the Power Cost Equalization Program has not
been fully funded so that subsidies to electricity consuners
in high cost communities have necessarily been pro rated in
order to nmeet the appropriated funding |evel.

In FY 04, the pro ration averaged 82%for the year, with the
| atter nonths April and May at 75% and June at 63%

For FY 05, increase[d] fuel costs have significantly increased
the cost of electrical generation in these areas resulting
[in] further pro ration to the consuners. Currently, the pro
ration is at 65% and is expected to erode further for these
| ast 4 nont hs.

From conversation with AEA they estinmate that suppl enenta
funding of $1 mllion would bring the programpro ration up to
76% for this year, if it is provided in a tinmely nmanner

Co-Chair Green asked if different funding sources, such as the
federal National Petrol eum Reserve-Al aska (NPR-A) funds, have been
considered as a funding option for the Power Cost Equalization
(PCE) program

Senat or O son responded that NPR-A funds have been considered for
this program as the purpose of those funds is to offset the
i npacts of resource devel opnent within the Reserve. However, this
suggesti on has not been favored.

Co-Chair WI ken remarked that he does not support the $6.45 mllion
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appropriated to the PCE program He has attenpted to provide a
met hod for small comunities to repay debt incurred for fuel
expenses. He stressed that this appropriation however, "totally
i gnores” the inpact on those residents paying a 10 percent prem um
on all itens transported north from Anchor age.

Co-Chair WIken pointed out that PCE nenbers consuned three percent
nore electricity and four percent nore fuel. The appropriated
contained in the conmttee substitute is "very generous” and
additional funding would be "unacceptable"”. He maintained his
objection to the adoption of this anendnent.

Senator O son countered that the referenced $6.5 mllion was
i ntended for something other than PCE. He disputed the 12 percent
increase figure of energy in rural Al aska.

Co-Chair WIlken reiterated that all goods delivered to the Interior
region incur a 10 percent surcharge conpared to the 12-20 percent
increase that is limted to energy expenses.

Aroll call was taken on the notion.

I N FAVOR: Senat or O son

OPPCSED: Senat or Bunde, Senator Dyson, Senator Stednan, Co-Chair
W | ken and Co-Chair G een

ABSENT: Senat or Hof f man
The notion FAILED (1-5-1)
The amendnent FAILED to be adopt ed.

AT EASE 9:41:19 AM/ 9:44:23 AM

Senator O son expressed disappointnment that this suppl enental
appropriation relays the nessage that prevention and foresight are
not a priority. He specified the absence of funding for the breast
and cervical cancer screening program He stressed for the record
that he supports this program and spoke of the inpacts of these
cancers on menbers of the Committee as well as Ilditarod nusher
Deedee Jonrowe.

Co-Chair Green offered a notion to report CS SB 98, 24-GS1133\Y as
anended, from Comnmttee with individual recommendati ons.

Co-Chair WI ken thanked staff for assistance on this |egislation.
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There was no objection and CS SB 98 (FIN) MOVED from Committee.
#

ADJ CQURNIVENT

Co-Chair WI ken adjourned the neeting at 09:47 AM
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