M NUTES
SENATE FI NANCE COWM TTEE
April 11, 2006
9:05 a.m

CALL TO ORDER

Co-Chair Gary WIlken convened the neeting at approximately
9: 05: 39 AM

PRESENT

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

Senator Bert Stedman

Senat or Lyman Hof f man

Senat or Donny d son

Also Attending: ART  CHANCE, Director, Labor Rel ati ons,
Department of Administration; MATT ROBUS, Director, Division of
Wldlife Conservation, Department of Fish and Gane; BOB
BARTHOLOVEW  Chief Operating Oficer, Al aska Permanent Fund
Cor poration, Departnment of Revenue; JAMES ARMSTRONG Staff to
Co-Chair WIken; PETE KELLY, Director, GCovernnent Relations,
University of Al aska; PAT PITNEY, Director of Budget Devel opnment
and Institutional Planning, University of Al aska; SARA Fl SHER-
GOAD, Al aska Energy Authority, Department of Comrerce, Conmunity
and Econom c Devel opnent;

Attending via Teleconference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

HB 365- APPROP: OPERATI NG BUDCET/ LOANS/ FUNDS
HB 366- APPROP: MENTAL HEALTH BUDGET

The Commttee heard from the Departnent of Admnistration, the
Departnent  of Fish and Gane, the Alaska Pernmanent Fund
Corporation, the University of Alaska, and the Al aska Energy
Aut hority. Amendnents to the commttee substitute were
considered and the bill was reported from Comm ttee.
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#HB365
#HB366

9:07:29 AM

CS FOR HOUSE BILL NO. 365(FIN) an(brf sup maj fld)

"An Act making appropriations for the operating and | oan
program expenses of state governnent, for certain prograns,
and to capitalize funds; naking appropriations for state
aid to public schools, centralized correspondence study,
and transportation of pupils; and providing for an
effective date.”

CS FOR HOUSE BILL NO. 366(FI N)

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

This was the fifth hearing for these bills in the Senate Finance
Conmi ttee.

The Committee had adopted SCS CS HB 365 (FIN), 24-GH033\P, as a
wor ki ng docunent at a previous hearing. Unless otherw se noted,
amendnents are to this version.

9:07:33 AM

Co-Chair WIlken informed that this budget would fund K-12
education at $90 mllion, as proposed by Governor Frank
Mur kowsKki .

9:09: 32 AM

Depart nent of Adm nistration

DOA #1: This anmendnent inserts a new subsection to Section 27.
SALARY AND BENEFI T ADJUSTMENTS., on page 68, following line 23
to read as foll ows.

(dy It is the intent of the legislature that the

appropriations made in sec. 1 of this Act and in sec. 1 of
the Act nmeking appropriations for the state's integrated
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conpr ehensi ve nment al heal th pr ogr am i ncl ude t he
arbitration award increasing the enployers health insurance
contribution anmount for enployees in the Alaska State
Enpl oyees Health Trust.

Acconpanyi ng expl anatory | anguage reads as foll ows.

The recent arbitration award determ ned that the enployer
health insurance contribution anmount for enployees in the
Al aska State Enployees Health Trust should be increased
$4.45 per enployee per nonth in FY 06; FY 07 wll also
reflect that increase. This anendnent is offered in order
for the legislature to express its approval of the award as
a nonetary term under AS 23.40.215(b). No additiona
funding is being request ed.

Co-Chair WI ken noved for adoption of the anendnent and objected
to obtain an expl anati on.

ART CHANCE, Director, Labor Rel at i ons, Depart ment of
Adm nistration, testified that this anendnent relates to an
arbitration ruling between the State and a bargaining unit,
whi ch he expl ained. The arbitrator ruled against both parties in
this instance and the anendnent represents the direction of the
arbitrator. The Departnent is not requesting additional funding,
but requires legislative authority to make a deposit to the
Trust account.

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

Wt hout further objection the amendnent was ADOPTED
9:12: 00 AM

Department of Corrections

COR #1: This anmendnent inserts a new subparagraph to Section
27(a) on page 69, following line 6 to read as foll ows.

(9) Alaska Correctional Oficers Association
representing correctional officers;

This amendment also adds $3,430,200 general funds to the
Adm ni stration and Support Budget Request Unit (BRU) on page 8,
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line 30 and the Institutional Facilities BRU on page 9, line 16,
to be allocated in the followng anpbunts to the follow ng
conponent s.

Adm ni stration and Support:

Correctional Acadeny $21, 300
Cl assi fication and Furl ough 21, 300
Institutional Facilities:

| nmat e Transportation 28, 100
Anchorage Correctional Conpl ex 152, 800
Anvi| Mountain Correctional Conpl ex 117, 600
Conbi ned Hi |l and Mountain Correctional Center 226, 800
Fai r banks Correctional Center 224, 400
Ket chi kan Correctional Center 245, 400
Lenmon Creek Correctional Center 393, 800
Mat - Su Correctional Center 95, 300
Pal mer Correctional Center 254, 600
Spring Creek Correctional Center 838, 700
W | dwood Correctional Center 247, 800
Yukon- Kuskokwi m Correctional Center 130, 000
Pt. Mackenzie Correctional Farm 72, 300

Acconpanyi ng expl anatory | anguage reads as foll ows.

Due to the recent Interest Arbitration award affecting the
Al aska Correctional Oficers Association, the bargaining
unit reference is added to sec. 27, Salary and Benefit
Adjustnents and the funding is added to sec. 1.

The departnment cannot absorb these cost increases. It is
already facing difficulties in managing a grow ng prison
popul ation. Reductions in any area would require the
departnment to reduce non-security-related areas to maintain
sufficient staff for public safety, including reductions in
i nmat e education and job training prograns.

Co- Chair Green noved for adoption of the anendnent.

Co-Chair WI ken objected for discussion purposes.

M. Chance relayed that the Alaska Correctional Oficers
Associ ation bargaining unit contract expires June 31, 2006. A
new contract could not be agreed wupon and this anmendnent

reflects a three-year extension of the current contract. The
enpl oyees represented by this bargaining unit are subject to a
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no-stri ke provision. Funding appropriated through this anmendnment

woul d be utilized for continued arbitration.
Co-Chair W/I ken renoved his objection.
There was no further objection and the anmendnent was ADOPTED

AT EASE 9:13:33 AM/ 9:16: 28 AM

9:16:40 AM

Department of Adm nistration (continued)

DOA #2: This anendnent increases the appropriation nmade
, on

subsection (d) of Section 11. DEPARTMENT OF ADM NI STRATI ON

page 9, lines 9 through 11, by adding funding sources

in

in

addition to the general funds. The anended | anguage reads as

foll ows.

(d) The sum of $2,847,900 is appropriated to
Department of Adm nistration, conm ssioner's office,

t he
f or

distribution to state agencies to offset the increased

chargeback rates for enterprise technol ogy services for

t he

fiscal year ending June 30, 2007, from the follow ng

sources in the anpbunts stated.

Federal Receipts $159,
General Fund 2, 306,
FI CA Adm ni stration Fund Account

Benefits Systens Receipts 12,
Agricul tural Revol ving Loan Fund 2,
I nternational Airports Revenue Fund 74,
Publ i ¢ Enpl oyees Retirenent System Fund 22,

Second I njury Fund Reserve Account

Fi shernmen' s Fund
Teachers Retirenent System Fund 8,
Commer ci al Fi shing Loan Fund 1,

Real Estate Surety Fund
National Guard & Naval Mlitia

Retirement System
Per manent Fund Di vi dend Fund 55,
Capital | nprovenent Project Receipts 3,

Fi sheri es Enhancenent Revol ving Loan Fund
Mental Health Trust Authority
Aut hori zed Recei pts 1,

200
800
600
100
200
000
300
800
800
900
300
200

400
200
800
100

900

SFC- 06 (5) 04/ 11/ 06



Al aska Aerospace Devel opnent Corporation

Recei pts 1, 400
Al aska | ndustrial Devel opnent & Export

Aut hority Receipts 2,500
Al aska Per manent Fund Corporation

Recei pts 4,500
Al aska Post - Secondary Educati on

Conmi ssi on Recei pts 41, 500
Statutory Designated Program Receipts 800
RCA Recei pts 4, 000
State Land Di sposal Inconme Fund 6, 200
Ti mber Sal e Receipts 700
Recei pt Supported Services 87, 800
Workers Safety and Conpensati on

Admi ni strati on Account 24, 600
Al aska G| & Gas Conservation

Comm ssi on Recei pts 13, 200
Bui | di ng Saf ety Account 9, 400
Busi ness Li cense and Corporation

Filing Fees and Taxes 700

Acconpanyi ng expl anatory | anguage reads as foll ows.

Thi s anendnent is needed to enable agencies to use $541, 100
of non-general fund funding sources to pay the increased
chargeback rates anticipated by Enterprise Technol ogy
Services (ETS).

Co-Chair WIlken offered a notion to adopt the anmendnent and
obj ected for discussion purposes.

Co-Chair Geen offered a notion to anmend the anendnent to
correctly reflect the provision pertains to the fiscal year
ending June 30, 2007, rather than June 30, 1997, as stated in
the original wording of the amendnent.

There was no objection and the anendnent was AMENDED

Co-Chair W I ken spoke of attenpts to restore funding for public
broadcasting. This anendnent would provide funding for agencies
to contribute to the costs of Enterprise Technology Services
through various funding sources. Subsequent |y, addi ti onal
funding would be available to appropriate for public
br oadcasti ng.
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9:17:49 AM

Co-Chair WIlken renmoved his objection to the adoption of the
anmendnent .

The amendnent was ADOPTED wi t hout further objection.
9:17: 54 AM

DOA #3: This anmendnent appropriates an additional $156, 700
general funds to the Public Conmunications Services BRU Public
Broadcasting - T.V. conponent, on page 4, line 7. Acconpanying
expl anatory | anguage reads, "This amendnent added to the $470. 3k
(759 funds Public TV at Governor's request."”

Senat or Hof f man noved for adoption.
Co-Chair W/ ken obj ect ed.

Senat or Hof f man spoke to the nunerous public testinonials to the
i nportance of public television.

Co- Chai r Wl ken expressed "growing concern" t hat public
television is not a program that governnent should support. The
reduced funding level is intended to "wean" the program from
government support and convey a nessage to public television
supporters to secure other fundi ng sources.

9:20: 48 AM

Senator Stedman asserted that public television, along wth
public radio, is advantageous to certain areas of state,
particularly to rural areas of Southeast Al aska.

9:21:22 AM

Senator O son furthered that public broadcasting would al ways be
inmportant to address a need. Many comunities have access to
only public broadcasting. Wather information is vital for
hunters and other travelers. He is an "ardent supporter"” of
public tel evision.

9:23:27 AM
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Senat or Hof fman acknow edged Co-Chair WIken's coments about
encouragi ng the securitization of additional financial support;
however, many public broadcasting stations hold at |east one
fundrai ser annually.

9:24:. 25 AM

Senator O son added that public television affects people in
addition to Al askans. Russians and Canadians also listen to
br oadcast s.

9:24: 47 AM

Aroll call was taken on the notion.

I N FAVOR: Senat or Hof f man, Senator O son and Senator Stednman
OPPCSED: Senat or Dyson, Co-Chair Green and Co-Chair WI ken
ABSENT: Senat or Bunde

The notion FAILED (3-3-1)

The amendnent FAILED to be adopt ed.

9:25:31 AM

Depart ment of Commrerce, Conmunity and Econom c Devel opnent

CC&ED #1: This anendnent appropriates an additional $600,000 in
Vehicle Rental Tax Receipts to the Qualified Trade Association
Contract BRU and conmponent on page 6, lines 11 through 14.
Acconpanyi ng expl anatory | anguage reads as foll ows.

This amendnent increases the appropriation to the QTA
contract to $5.6 mllion. The VRTR fund source is earnarked
for tourism nmarketing and devel oprent.

Fundanental changes in both the worldwi de and Al aska trave
mar kets over the past decade have resulted in a situation
where growh in the visitation-I|evel of independent
travelers to Alaska has stagnated. Many Al aska- based
busi nesses exist primarily to serve travelers visiting
Al aska independently. Al aska-based businesses that are
smal |, hi ghway- based, and/ or rural - based have been
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particularly hard hit by the stagnating growmh of Al aska's
i ndependent travel nmarket.

On January 1, 2004 the State of Al aska began assessing and
collecting a 10% tax on all passenger vehicle rentals and a
3% tax on all recreational vehicle rentals. This new
vehicle rental tax results in economc hardship for all
i ndependent-traveler reliant businesses when increased
vehicle rental prices nmake the cost of an independent
Al aska travel experience |less price-conpetitive wth
al ternate non-Al askan independent travel destinations and
wi th other Al aska travel nodes.

The Al aska Statute authorizing the vehicle rental tax (AS
43.52) directs the [Departnent] of Revenue to deposit all
revenue from the vehicle rental tax into a special vehicle
rental account in the General Fund. Statute further states
that "the legislature nay appropriate the actual bal ance of
the vehicle rental tax account for tourism devel opnent and
mar keti ng. "

The Departnent of Revenue estimates that approximately 80%
of the rental car tax receipts are generated from
i ndependent travelers and generated during the tourism
season, My through Septenber.

Thi s anendment was NOT OFFERED, due to a technical error.

CC&ED #2: This amendnent inserts a new subsection to Section 12.
DEPARTMENT OF COMIVERCE, COVMUNI TY AND ECONOM C DEVELOPMENT., on
page 58, following line 3 to read as foll ows.

(c) the sum of $5,000,000 is appropriated to the
Department of Conmmerce, Community and Econom c Devel opnent
for payment as a grant under AS 37.05.316 to the Denali
Comm ssion for energy projects for the fiscal year ending
June 30, 2007.

Senat or Hof f man noved for adoption of the anmendnent.
Co- Chair Green obj ect ed.
Senat or Hof fman stressed the inportance of the Denal

Comm ssion. The State nust assist in addressing the issues
undertaken by the Comm ssi on.

SFC- 06 (9) 04/ 11/ 06



9:27:36 AM

Co-Chair Geen reiterated that at the time of the creation of
the Denali Comm ssi on, representatives testified to its
establishment and intentions and asserted that the Conm ssion
woul d never request State funding. She agreed the Conm ssion was
benefi ci al .

9:28: 25 AM
Senator (O son contended that no projects in the state
facilitated greater changes than new "tank farnms”, new health

clinics and the other worthwhile projects undertaken by the
Comm ssion. While he did not recall Comr ssion representatives
stating it would request State funds for its activities, the
funding provided in this anmendnent is at the recomendation of
US Senator Ted Stevens. Lack of funding would delay projects.
Senator O son supported the anendnent.

9:29:45 AM

Senat or Stednan opined that the submission of this anendnment is
timely in relation to the recent address by Alaska' s senior
congressman to the Alaska State Legislature. However the policy
decision of whether to allocate State funding to the Denal
Comm ssion is significant and better addressed during the next
| egislative session. This is part of a larger issue of the
reduced federal funding that the State would be receiving in the
future and should be considered in the context of |onger range
pol i cy deci sions.

9:30: 31 AM

Senator Hoffrman agreed with Senator Stednan. However, this
funding is requested at a tinme in which the State has a budget
surplus. The passage of legislation to enact a Petroleum
Production Tax (PPT) would result in at least $1 billion in
addi ti onal revenue.

Senat or Hof fman W THDREW hi s notion to adopt the anmendnent.

9:31:45 AM
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Co-Chair WIken comented that with regard to reduced federa
funding in future years, US Senator Ted Stevens "rang the bel
and we all heard it". This matter should be addressed during the
legislative interimw th forethought.

9:32: 15 AM

Al aska Court System

CRT #1: This amendnment adds $75,000 general funds to the Al aska
Court System BRU, Trial Courts conponent on page 38, |ine 30.
Acconpanyi ng expl anatory | anguage reads as foll ows.

The <court system believes it s necessary to provide
security screening services in court |ocations throughout
the state. Screening services are available in Anchorage,
Pal mer, Kenai, Juneau and Fairbanks courts. The Bethel
court is the next location at which the court desires to
i npl ement security screening.

The Bethel court is one of the busiest court locations in
the state and serves as the hub for the communities in the
Yukon- Kuskokwi m Delta. The Court believes that high felony
rates and high donmestic violence rates require the court to
pursue security screening to insure the on-going safety of
the public, jurors, w tnesses, victins, and court staff.

Senat or Hof f man noved for adopti on.

Co-Chair W/ ken overviewed the explanatory statenent.

The amendnent was ADOPTED wi t hout obj ecti on.

9:32: 52 AM

Departnment of Education and Early Devel opnent

EQED #1: This anendment inserts |language to the K-12 Support
BRU, Foundation Program conponent on page 10, line 32 to read as
foll ows.

A school district may not receive state education aid for
K-12 support appropriated under sec. 1 of this Act and
distributed by the Departnent of Education and Early
Devel opment under AS 14.17 if the school district:
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(1) has a policy refusing to allow recruiters for
the mlitary, Reserve Oficer Training Corps, Centra
Intelligence Agency, or Federal Bureau of Investigation to
contact students on a school canpus if the school district
all ows college, vocational school, or other job recruiters
on a canmpus to contact students;

(2) refuses to allow the Boy Scouts of Anerica to
use school facilities for neetings or contact with students
if the school makes the facility available to other non-
school groups in the community; or

(3) has a policy of refusing to have an in-school
Reserve O ficer Training Corps program or a Junior Reserve
O ficers' Training Corps program

Senat or Dyson noved for adoption of the amendnent.
Co- Chair WI ken obj ect ed.

Senator Dyson outlined the intent |anguage.
9:33: 50 AM

Senator O son asked if this provision would inpact private
school s in any manner.

Senat or Dyson answered it woul d not.

Co-Chair WI ken renoved his objection.

Co-Chair Geen pointed out that the intent |anguage woul d not be
legally enforceable. 1t appears to replicate existing policy.
She asked if the provision would pertain to only the foundation
funding or to other funding prograns as well.

Senat or Dyson replied he would research the questi on.

AT EASE 9:34:55 AM/ 9:36: 00 AM

Co-Chair W1l ken announced that the D vision of Legislative
Finance has advised that the |anguage of the anendnent is
conditional |anguage rather than intent |anguage and therefore
carries the "force of |aw'.

Co-Chair Geen objected to the adoption of the anmendnent. She
supported the intentions of the sponsor; however the provision
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shoul d have statutory backing and should undergo the |egislative
process as | egislation.

9:36:42 AM

Senat or Stednman understood that if this anmendnent were adopted
a school canpus would forfeit the formula funding it would
ot herwi se receive if that school denied access to recruiters for
the Boy Scouts of America. This appeared to be a drastic
consequence.

9:37: 04 AM

Senator Dyson assured the loss of funding would only be for the
year in which the school held the policy. Once the policy was
changed to allow access, the school would be eligible to
recei ving foundation funding in future years.

AT EASE 9:37:27 AM/ 9:41:16 AM

Co-Chair Wl ken noted that an anmendnent to this anendnent woul d
be forthcom ng. He ordered the notion to adopt the anendnent
W THDRAVWN and t he anendnent be HELD

9:41: 30 AM

Senator Dyson pointed out that the federal governnent has
al ready adopted sim | ar neasures.

9:42:10 AM

E&ED #2: This anendnment adds $1 nmillion general funds to the
Teaching and Learning Support BRU, Statew de Mentoring Program
conponent on page 11, line 13. Acconpanyi ng expl anatory | anguage
reads as foll ows.

This anmendnent wll bring the total for the nentoring
program for teachers to $3.5 million. This program is key
to teacher retention and performance by providing a
vol untary support system

Co-Chair W/ ken requested to Senator Hoffman that this anmendnent
be HELD for | ater consideration.
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[ NOTE: This amendnent was subsequently NOT OFFERED due to action
taken in the adoption of E&ED #3.]

9:42: 31 AM

Departnent of Fish and Gane

F&G #1: This anendnent was HELD to await the arrival of Senator
Bunde. It was considered later in the hearing.

9:42: 57 AM

O fice of the Governor

OV #1: This anendnent inserts a new subsection to Section 20
OFFI CE OF THE GOVERNCR., on page 61, following line 9 to read as
foll ows.

(g) The sum of $51,600 is appropriated from the
| nvestment Loss Trust Fund to the Ofice of the Governor,
division of elections, for the <costs of consolidation
elections for the City of Ketchikan and the Ketchikan
Gat eway Borough in the fiscal year ending June 30, 2007.

Acconpanyi ng expl anatory | anguage reads as foll ows.

The Local Boundary Commi ssion is reviewing a consolidation
petition and is expected to nake a decision in late July.

If the petition is approved, then the Division will conduct
two elections by nmuil. The first wll determne the
consolation and the second wll determne the initial

of ficers of the consolidated borough.

Co-Chair WIken noved for adoption and objected to explain the
anmendnent. He overvi ewed t he explanatory statenent.

9:43: 40 AM

Senat or Stedman objected to the notion to comment that it would
be easier to represent a single entity than two separate
governments of the sanme comunity. Hi s objection was renoved.

Wt hout further objection the amendnent was ADOPTED

9:44: 26 AM
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GOV #2: This anendnent changes the funding source from genera
fund to Investnment Loss Trust Fund of the $2,756,500
appropriation to the Division of Elections "for costs associated
with conducting the statewide primary and general elections in
the fiscal year ending June 30, 2007" as provided in Section
20(a) on page 59, lines 26 through 29.

Co-Chair WIlken overviewed the anendnent and noved for its
adopti on.

There was no objection and the anendnent was ADOPTED
9:44: 58 AM

Departnment of Health and Social Services

H&SS #1: This anendnent inserts intent |anguage to the Public
Assi stance BRU, Public Assistance Admnistration conponent on
page 20, following line 15 to read as foll ows.

It is the intent of the legislature that the available
bal ance of Tenporary Assistance for Needy Fanmilies (TANF)
bonuses be retained for use after FY 07.

Acconpanyi ng expl anatory | anguage reads as foll ows.

On February 8, 2006, the President [George W Bush] signed
the Deficit Reduction Act of 2005, reauthorizing Tenporary
Assi stance for Needy Famlies (TANF). The bill revised the
casel oad reduction credit (i.e. the TANF bonus) provisions
so that Alaska is unlikely to receive bonuses and nay be
subject to penalties. The HSS Subcommttee Chairs in both
bodies would like to reserve unused TANF bonuses for future
uses, including potential paynent of penalties.

Co-Chair G een offered a notion to adopt the amendnent.

Co-Chair WI ken objected to receive an expl anati on.

Co-Chair Geen informed that TANF bonus funds would no | onger be
appropriated. Additionally, if the State failed to naintain the

existing level of service, it would be penalized and owe the
federal governnment noney.
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9:46: 05 AM

Co-Chair WIlken surmsed this anendnent would provide that the
bonus funds received in FY 07 would be saved to address future
needs.

Co-Chair Green affirned.

Co-Chair WI ken renoved his objection.

The anmendnment was ADOPTED wit hout further objection.
9:46: 20 AM

H&SS #2: This amendnment adds $220, 400 I nvestnment Loss Trust Fund
funds to the Children's Services BRU  Children's Services
Trai ni ng conponent on page 18, line 14. Acconpanyi ng expl anatory
| anguage reads as foll ows.

Conti nued base funding for Children's Service Trai ning.

This amount was identified by Legislative Finance in FY 06
as a one-tine item and was subsequently renoved from the
base in FY 07. The departnent disagrees wth this
classification as these costs are for on-going costs as
slated in the FY 06 increnent narrative. Funds are for on-
going staff training and staff developnent for existing

front-line and nmanagenent staff, as well as providing
training to new social workers as they are hired
Approxi mately 200 social workers will receive initial and

on-going training with these funds.
This funding is an integral part of neeting our federal
requirenents as well as ensuring Ofice of Children's
Services staff 1is adequately trained to perform their
functions in protecting children at risk.

Co- Chair Green noved for adoption

Co- Chair W/ ken obj ect ed.

Co-Chair WIlken ascertained this was a priority item

Co-Chair Green affirned.
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Co-Chair W/I ken renoved his objection.
There was no further objection and the anmendnent was ADOPTED
9:46: 56 AM

H&SS #3: This anendnent adds $126, 900 General Fund/ Mental Health
funds and $137,100 Federal Receipts to the Behavioral Health
BRU, Behavioral Health Admnistration conponent on page 17,
lines 26 and 27.

This anmendnent also deletes $40,000 General Fund/ Mental Health
funds and $40,000 Federal Receipts from the Children's Services
BRU, Children's Services Mnagenent conponent on page 18, |ines
12 and 13.

This anmendnent also adds $60,000 General Fund/Mental Health
funds and $60, 000 Federal Receipts to the Juvenile Justice BRU
Probati on Servi ces conponent on page 19, line 23.

Acconpanyi ng expl anatory | anguage reads as foll ows.
Bring the Kids Honme Gate-Keeping

The staffing supported with these funds is an integral part
of bring[ing], or keeping, children in-state rather than in
out-of-state treatnent. This group will work as a pl acenent
committee to ensure that a standardized approach is used
for custody and non-custody children in need of treatnent
pl acenent. In addition, the Division of Behavioral Health
requires utilization review staff to support these efforts.

A group has been working with the Al aska Mental Health
Trust Authority to determne the appropriate staff |evel
for gate-keeping. They have determned that, rather than
the seven positions initially requested, staff can be
reduced to four plus one project manager.

Co-Chair Geen offered a notion to adopt the anmendnent.

Co-Chair W/I ken obj ect ed.

Co- Chair Green overviewed the explanatory statenent.
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Co-Chair WIken noted the anendnent would add $146,900 to the
Bring the Kids Home project.

Co-Chair W/I ken renoved his objection.

Wt hout further objection, the amendnent was ADOPTED.

9:47: 33 AM

H&SS #4: This amendnent adds $300,000 general funds to the
Al aska Pioneer Hones BRU, Pioneer Honmes conponent on page 17,
line 12. Acconpanying explanatory |anguage reads, "This
anmendnent will increase general fund funding available to Al aska
Pi oneer Homes by $300, 000.

Co-Chair Geen noved for adoption.

Co-Chair W/ ken obj ect ed.

Co-Chair Geen explained this anendnment would provide funding
for salaries of enployees newly hired during the fiscal year.

9:48:11 AM

Co-Chair W I ken had been "surprised" by the testinony about the
need for additional staff at the Hones. He supported this
anmendnent, whi ch he co-sponsor ed.

Co-Chair W/I ken renoved his objection.

The amendnent was ADOPTED wi t hout further objection.

9:48: 33 AM

H&SS #5: This amendnment adds $250, 000 general funds to the Human
Services Community Matching Grant BRU and conponent on page 23,

line 33 through page 24, 1line 5. Acconpanying explanatory
| anguage reads, "Provides partial funding of the Governor's FY
07 request.

Co- Chair Green noved for adoption

Co-Chair W/I ken objected for an expl anati on.
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Co-Chair Green renmarked that the funding appropriated in this
anmendnent woul d be a "good investnent".

Co-Chair WI ken summari zed that Governor Mirkowski had requested
$2.7 mllion for this program Wth the adoption of this
anmendnent, the appropriation would be $1, 475, 300.

Co-Chair W/ ken renoved his objection.

There was no further objection and the amendnent was ADOPTED.

AT EASE 9:49:25 AM/ 9:54:19 AM

9:54: 24 AM

H&SS #6: This amendnment adds $51, 850 general funds to the Public
Heal t h BRU, Communi ty Heal t h/ Emer gency Medi cal Servi ces
conmponent on page 21, lines 7 and 8. Acconpanying explanatory
| anguage reads, "This anendnent wll increase G- funding
avai l able to community EMS by $51, 850 for FY 07."

Senat or St edman noved for adoption.
Co-Chair W/I ken objected for discussion purposes.

Senator Stedman deferred to Senator O son, co-sponsor of the
amendment .

Senator O son relayed his personal experience early in his
medi cal career in which he was a "health aid". He w tnessed the
training that was necessary but that was beyond his expertise to
provide. Since that tinme, training has advanced significantly.

9:55: 52 AM

Co-Chair W/l ken remarked upon the significant public testinony
on this issue and of his realization that this program had
received no funding increases since 1991. He renoved his
objection to the adoption of the anendnent.

Wt hout further objection the amendnent was ADOPTED

9:56: 23 AM
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H&SS #7: This amendnent adds $176,000 general funds to the
Public Health BRU, Enmergency Medical Services Gants conponent
on page 21, lines 10 and 11. Acconpanying explanatory | anguage
reads, "This anendnent wll increase funding for Energency
Medi cal Services G ants by $176, 000."

Senator Stednman offered a notion to adopt the anendnent.
Co-Chair WI ken objected for an expl anati on.

Senator Stedman stated that this amendnent would increase
funding by ten percent. This item differs from the previous
anendnent in that the funding would be directed to different
energency nedi cal services providers. These progranms are
necessary across the state due to the harsh environnent and high
acci dent rates.

Co-Chair WIlken renoved his objection, noting the conbined
al | ocati on woul d be $457,000 higher than the anount requested by
the Governor. Co-Chair WIken intended that the anobunt approved
by the House of Representatives would receive favorable
consideration by the conference commttee appointed to resolve
di fferences between the versions of this legislation adopted by
each body.

The amendrment was ADOPTED with no further objection.
9:57.:55 AM

H&SS #8: This amendnment adds $352,000 general funds to the
Public Health BRU, Energency Mdical Services Gants conponent,
and adds $103, 700 gener al funds to t he Communi ty
Heal t h/ Emer gency Medi cal Services conponent.

Senator A son stated this anendnent would be NOTI' OFFERED based
on actions taken on H&SS #6 and H&SS #7.

Co-Chair WI ken pointed out this amendnent woul d have funded the
request at 100 percent, while the previous amendnents provided
hal f of the anount.

9:58: 35 AM
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H&SS #9: this amendnent adds $103,700 general funds to the
Public Health BRU, Conmmunity Health/Enmergency Medical Services
conponent. Acconpanyi ng expl anatory | anguage reads as foll ows.

This amendnent wll increase G- funding available to
community EMS by $103.7k to $947.6k for FY 07. This wl
bring the total appropriation with all funds to $5275. 2k
which is the sane fundi ng passed by the House.

FY GF Fundi ng
06 810. 4
05 732. 1
04 857.5
03 816.0
02 1,353.7
01 849. 8
00 777.5
99 695.5
98 680. 2

Senator Stedman announced that this anendnment would be NOT
OFFERED

9:58:46 AM

Departnment of Labor and Workforce Devel opnent

LWD 1: this anendnent inserts $300,000 Investnment Loss Trust
Fund receipts to the Wrkforce Developnent BRU, Kotzebue
Techni cal Center QOperations G ant conponent on page 25, |ines 22
and 23. Acconpanyi ng expl anatory | anguage reads as foll ows.

This one-tine funding source increnent replaces federal
training grants fromthe Wrkforce I nvestnent Act (WA).

Senator O son offered a notion to adopt the anendnent.

Co-Chair WI ken objected for an expl anati on.

Senator O son enphasized the broad support of this facility
expressed during public testinony on this budget. He spoke to
the success rate of students conpleting prograns at the Center.

Co-Chair W/I ken renoved his objection.

Wth no further objection the amendnent was ADOPTED
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9:59:54 AM

LWD #2: This anendnent adds $300,000 general funds to the
Wor kf orce Devel opnment BRU, Kotzebue Technical Center Operations
Grant conponent. Acconpanying explanatory |anguage reads, "This
increnent replaces federal training grants from the Wrkforce
| nvest ment Act (WA)."

Senat or d son announced this amendnent woul d be NOT OFFERED.

AT EASE 10: 00: 08 AM

10: 00: 58 AM

LWD #3: This anmendnent del etes $300, 000 general funds from the
Wor kf orce Devel opnent BRU, Business Services conponent on page
25, line 18. Acconpanyi ng expl anatory | anguage reads as foll ows.

This anendnment corrects an error made by the Legislative
Finance Division in preparing the Commttee Substitute
bill. Legislative Finance was directed to renove partial
funding of a Governor's increnent but the increnent
remained in the bill.

Co-Chair W/I ken noved for adoption and expl ained the error.

The amendnent was ADOPTED wi t hout obj ecti on.

10: 01: 39 AM

Depart nent of Law

LAW #1: This anendnent adds $290,000 general funds to the
Cri m nal Division BRU, Third Judici al District: Qut si de
Anchorage conponent on page 26, lines 24 and 25. Acconpanying
expl anat ory | anguage reads as foll ows.

Currently the Palnmer District Attorney's Ofice provides
service to the communities of Valdez, dennallen, and
Cordova. In 2005, the Palnmer Ofice handled 4524 case
referrals wth eight attorneys. Al nost six hundred of these
referrals are attributable to the comunities of Valdez,
d ennal | en, and Cordova.
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Establishing a new District Attorney's Ofice in Valdez
would relieve the caseload in Palnmer and also inprove the
quality of service, interaction and working relationships
with | ocal |aw enforcenent entities in these commnities.

The cost estimate [copy on file] fromthe Departnent of Law
to establish this office totals $387,900. This request is
reduced to 75% of that amount to reflect less than a year's
operating due to tinme lag in hiring, renodeling facilities,
etc. The eventual establishment of a Gand Jury in Val dez
woul d substantially reduce the ampbunt of travel depicted in
this estimate.

Co-Chair WIken noved for adoption and objected to provide an
expl anat i on.

Co-Chair WIlken stated this funding would provide for a new
prosecutor position to be located in Valdez. He objected to the
adoption of the amendnent primarily because of its late
subm ssion and failure to follow normal appropriation decisions
pr ocedure.

10: 02: 22 AM

Co-Chair Geen clarified that this request was nade earlier in
the legislative session. However, when the Departnent was asked
to review the proposal, officials deternmined it not appropriate
for the wupcomng fiscal year. She supported the eventua
creation of a District Attorney Ofice to serve the three
comuni ties because it would reduce the workload of the Pal ner
Ofice.

Co-Chair WIlken predicted it would be considered for inclusion
in the FY 08 Governor's proposed budget.

10: 03: 03 AM

Senator Stedman renmarked that this issue was not presented in
the budget subcommttee process. Attenpts are underway to
address salaries for prosecutors. He did not support the
anmendnent .

10: 03: 26 AM
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Co-Chair W/l ken maintained his objection to the adoption of the
amendment .

The anmendment was W THDRAWA.

10: 04: 06 AM

Departnment of Mlitary and Veterans Affairs

M&VA #1: This anendnent deletes $289,200 |I/A Receipts from the
Mlitary and Veterans' Affairs BRU, Alaska Mlitary Youth
Acadeny conponent, on page 28, lines 9 and 10. Acconpanying
expl anat ory | anguage reads as foll ows.

The Departnent of MIlitary and Veterans Affairs subnitted a
revised student count for the Alaska Mlitary Youth
Acadeny. The reduced count reduces the need for funding
from the Departnent of Education and Early Devel oprent.
This anmendnment reduces Interagency Receipt authority from
DEED so that funding levels in both agencies natch.

Co-Chair WI1ken noved for adoption and objected to read the
expl anatory statenment into the record.

The anmendnment was ADOPTED wit hout further objection.

10: 04: 33 AM

Depart ment of Natural Resources

DNR #1:

Action on this anmendnent was HELD to await the arrival of
Senat or Bunde. The anendnent was considered later in the
heari ng.

DNR #2: This anendnment adds $267, 700 Recei pt Supported Services
(RSS) to the Resource Developnment BRU, Par ks  Managenent
conponent on page 29, line 24. Acconpanyi ng explanatory | anguage
reads as foll ows.

During the subcommittee process, we deleted all $409,300 in

possi bly uncoll ectible receipt supported services in Parks
Managenment. This anmendnent is an attenpt to help the Parks
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system by giving them back the option to use the RSS in the
event they do collect nore than they had anti ci pat ed.

This anendnment was NOT OFFERED to defer to anticipated actions
on DNR #1.

10: 04: 52 AM

DNR #3: This anmendnment adds $50,000 general funds to the Fire
Suppression BRU, Fire Suppression Preparedness conponent on page
30, lines 14 and 15. Acconpanyi ng explanatory | anguage reads as
foll ows.

Residents in Honmer are at high risk of loss fromwldfires
due to the thousands of acres of beetle-killed spruce
remaining in the area. As the population grows on the
sout hern Kenai Peninsula and climate change produces
warmer, drier summers, it is especially inportant that we
maintain firefighting readiness. Wthout an office in
Honer, DNR firefighters will not be able to respond quickly
enough when fires are report ed.

Co-Chair WIken noved for adoption of this amendnment on behal f
of Senat or Bunde and obj ected for discussion purposes.

Co-Chair WIlken outlined the explanatory statenent. Thi s
al l ocation appeared to be appropriate, given the circunstances.
He renoved his objection.

W thout further objection the amendnent was ADOPTED

10: 05: 43 AM

DNR #4: This amendnment adds $120,000 Investnent Loss Trust Fund
(ILTF) to the Resource Devel opnment BRU, Forest Managenent and
Devel opnent conponent on page 29, lines 13 - 16. Acconpanying
expl anat ory | anguage reads as foll ows.

Forest | nventory Program

The Division of Forestry is working to simultaneously
sustain local mlls in southeast Al aska, help support
chi pping operations and local mlls in southcentral, and
increase tinber processing in interior Al aska. The success
of these efforts requires that we can provide the industry
with sufficient information on tinber quality and quantity
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for them to determine the viability of harvest. Tinber
i ndustry devel opnent and sound forest managenent require an
ongoing tinber inventory program to collect, analyze, and
di sseni nat e ti mber suppl y dat a. Exi sting i nventory
information is Iimted throughout the state, nonexistent in
sonme areas and outdated at best.

The State has an opportunity to secure the devel opnent of a
new wood processing facility in the interior and create a
significant new enpl oynent opportunity for residents, but
the project won't nove forward without a detailed forest
inventory of the resource to ensure the log volune is
present to support a large private sector investnent.

Senat or Stedman noved for adoption of the anmendnent.
Co-Chair WI ken objected to request an expl anati on.

Senat or St edman detail ed the explanatory statenent.

Co-Chair WI ken renoved his objection.

The anmendnment was ADOPTED with no further objection.

10: 06: 27 AM

DNR 5: This anendnent adds $858,700 ILTF to the Resource
Devel opnrent BRU, O & Gas Devel opnent conponent on page 28,
I ine 26. Acconpanyi ng expl anatory | anguage reads as foll ows.

Continuation of Gl & Gas and Gasline Increased Wrkl oad
Wthout additional funding the division will see a slowdown
in many functions of the division that could adversely
affect the state's oil and gas devel opnent. These incl ude:

e Adm nistration of royalty settlenents. Arbitration and
potential settlenents will slow down. Could delay or
| ose potenti al revenue based on arbitration and
settl enent.

e Action on royalty nodification agreenents wll slow
down. Could delay or |ose potential revenue based on
arbitration or settlenent.

e Developnment in the field could be delayed because
producers won't develop until agreenment in place.

* Unable to quickly respond to gasline questions or
i npl enent ati on issues.
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Co- Chai r Wl ken noved for adoption and overviewed the
information in the explanatory statement. He noted the priority
of Governor Miurkowski was to focus attention of the Division of
Ol and Gas on the bulleted itens.

Co- Chair WI ken renoved his objection.

There being no further objection the amendnent was ADOPTED.

10: 07: 00 AM

Department of Public Safety

DPS #1: This anendnent adds $1,664,600 federal receipts and
del etes $1, 393,200 general funds from the Alaska State Troopers
BRU, Narcotics Task Force conponent on page 31, Iline 9.
Acconpanyi ng expl anatory | anguage reads as foll ows.

This anmendnment corrects a technical error. The Senate DPS
Sub-Comm ttee replaced unrealizable federal receipts wth
general funds in Section 1 of the operating budget.
However, the Commttee Substitute bill i ncor por at ed
| anguage appropriating $1.4 mllion for the same purpose.
This anmendnent elimnates the duplication of funding
requests and | eaves the | anguage intact.

Co-Chair WIlken noved for adoption, and objected to read the
expl anatory statenent into the record. He renoved his objection.

The anmendnment was ADOPTED wit hout further objection.

10: 07: 47 AM

DPS #2: This amendnent adds $500,000 ILTF and $500, 000 genera

f unds, and deletes $1 nmllion |Interagency Receipts (I/A
Receipts) from the Council on Donestic Violence and Sexual

Assault BRU and conponent on page 32, lines 11 through 17.

Acconpanyi ng expl anatory | anguage reads as foll ows.

Repl ace TANF fundi ng

The Governor's Anmended FY 2007 Budget included $1 nmillion
in federal TANF funds for the Departnent of Health and
Soci al Services (DHSS) for CDVSA shelter grants. The Senate
Fi nance Subcommttee deleted the federal TANF funds in the
DHSS budget so the funds are not available to transfer to
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CDVSA. This anendnent replaces the unrealizable TANF funds
wi th general funds and investnment |oss trust funds.

Co- Chair Green noved for adoption.
Co-Chair WI ken objected to request an expl anati on.

Co-Chair Geen noted this itemrelates to the federal Tenporary
Assi stance for Needy Fam lies (TANF) program

Co-Chair WIlken surmsed that this anmendnment would provide
funding for the Council on Donestic Violence and Sexual Assault,
a priority of the budget subconmttee, although utilizing
different funding sources. He renoved his objection to the
adoption of the anmendnent.

Wt hout further objection the amendnent was ADOPTED

10: 08: 45 AM

DPS #3: This anmendnent adds $350,000 general funds to the
Council on Donmestic Violence and Sexual Assault BRU on page 32,
lines 11 and 12, for operating costs of the Mniilaq
Association-Famly Crisis Center in Kotzebue.

Senat or O son noved for adopti on.
Co- Chair W/I ken obj ect ed.

Senator O son remarked on the effectiveness of the Kotzebue
facility in addressing the needs of victins of abuse and their
dependants. The incidences of wonen and famlies who have been
victim zed by soneone of greater strength occur in all areas of
the state. This is an issue that has great awareness. These
victinme are viewed with pity; however, |egislators nust provide
for their needs. Energency housing and other services are
inportant also as a prevention to stop abused children from
becom ng abusers in the future.

10: 11: 02 AM

Senator Dyson identified with the previous remarks. Wen the
issue of funding the Mniilag Association-Famly Crisis Center
was di scussed in the budget subcommttee, the Governor's request
was for $250,000. The funding would be allocated by the
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Departnment of Public Safety and categorized as a new item with
the anticipation that a different agency would assune oversight
the follow ng year. The conmm ssioner of the Departnent of Public
Safety had testified that federal funds would be available for
this program Senator Dyson therefore would not vote for the
adoption of this anmendnent.

10: 12: 41 AM

Senator Stedman told of several donestic violence shelters
located in the election district he represents. He questioned
t he fundi ng mechani sm proposed for the Kotzebue facility and why
it should be different from the structures governing all other
shelters in the state. Wth the closures of pulp mlls, donestic
violence has becone a significant issue in the Southeastern
region. Inprovenents in the econony would hopefully alleviate
t hi s probl em sonewhat .

10: 13: 48 AM

Senator (O son responded that the Maniilaq center has been
eligible to receive federal funding in the past and was
therefore categorized separately from other domestic violence
shelters. The comm ssioner of the Departnent of Public Safety
supports this anendnent. After FY 07, this center would be
i ncluded in the budgetary process with the other shelters.

10: 15: 31 AM

Co-Chair Geen shared that when first contacted wth this
request for a special appropriation during the FY 06 budgetary
process, the intent was to allow this exception for one year
only, because the Kotzebue facility had not been included wth
the funding allocation for the other shelters. She was unsure
why the Center was not included in the process for FY 07 and she
did not intend to fund it as a separate line item The Kotzebue
facility should participate in the regular grant process
required of the other shelters.

10: 16: 23 AM

Senat or Hof f man indi cated he favored adoption of the anendnent.

Aroll call was taken on the notion.
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I N FAVOR: Senator Hof f nan and Senator d son

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

The notion FAILED (2-5)
The amendnent FAILED to be adopt ed.

10:17: 36 AM

DPS #4: This anendnment adds $763,400 general funds to the
Village Public Safety Oficer Program BRU  VPSO Contracts
conponent on page 31, line 32. Acconpanyi ng explanatory | anguage
reads as foll ows.

This anmendment restores $200,000 for VPSO recruitnment, and
returns the |apsed funds of $563,400 to VPSO contracts to
enable DPS to full the vacant positions.

Senat or Hof f man noved for adopti on.
Co- Chair W/ ken obj ect ed.

Senator Hoffrman explained that this anendnent would reverse
earlier actions. He recognized that the lapse of funds had
occurred in the past, but stressed this was due to position
vacanci es. The vacancies are justification for the argunent that
the Departnent nust nake a greater effort in training and
hiring. Many inprovenents could be made. These funds could be
utilized to recruit local high school graduates. Salaries for
Village Public Safety Oficers (VPSO should be increased from
the current rate of $16 per hour to inprove retention.

Senat or Hof f man enphasized that these actions would be
preferable to "returning mllions to the federal governnment" and
preferable to the creation of a new program involving
designating sonme positions at a |ower salary. He questioned the
| ogic of expecting to retain enployees at a |ower salary, given
the difficulty in retaining them at the current salary. This
idea is "ill conceived® and public safety problens would
conti nue.
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Senat or Hoffrman reported he had discussed the issue with Co-
Chair Wlken to no avail. Senator Hof fman therefore offered this
amendnent .

10: 21: 08 AM

Senator Dyson supported the VPSO program although it has
probl ens. An average anmount of $600,000 appropriated to this
program has |lapsed for the past several years. He therefore
concluded that the problemis not a |ack of funding. The program
should be reorganized and he understood that the comm ssioner
intended to do so. An open discussion was held on how a
separation woul d be execut ed.

10: 22: 18 AM

Senator Bunde agreed to the inportance of salaries; however,
recruitnment was an i ssue for sone areas as wel |.

10: 22: 54 AM

Senator O son agreed, but stressed that the VPSO program has
been successful in the past. The primary mssion of rmaintaining
| aw and order nust be retained. He had heard of no support from
residents and officials in rural comunities for the proposed
new program Increased salaries and benefits that are
commensurate with the job would assist in recruitnent and
retention. Local residents holding VPSO positions are aware of
the "troubl emakers"” and are able to determ ne whether assistance
fromoutside the conmunity is required.

10: 25: 21 AM

Aroll call was taken on the notion.
I N FAVOR: Senator Hof f man and Senator d son

OPPCSED: Senat or Stedman, Senator Bunde, Senator Dyson, Co-Chair
W1 ken and Co-Chair G een

The notion FAILED (2-5)
The amendrent FAILED to be adopt ed.

10: 25: 50 AM
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Department of Natural Resources (continued)

DNR #1: This anendnent adds $513,400 Vehicle Rental Tax Receipts
to the Resource Devel opnent BRU, Parks Managenent conponent on

page 29, line 24. Acconpanying explanatory |anguage reads as
fol | ows.
This anmendnent increases the appropriation to Parks

Managerment to $7,355,000. Because of heavy tourism use in
Al aska's parks, a portion of the VRTR (a new y-created fund
source earmarked for tourism and narketing and devel oprent)
is being used for Park's devel opnment and mai nt enance.

Senat or Bunde noved for adopti on.

Co-Chair WI ken objected for discussion purposes.

Senator Bunde relayed that during the budget subconmttee
meetings, it was learned that although efforts were made by the
Division of Parks to generate sufficient revenue to allow the
program to be self-supportive, this goal was not achieved.
Uilizing a portion of revenues generated from tourism to
supplant the Park's operations would be a "wi se investnment” and
appropriate use of the funds.

Co-Chair W/I ken renoved his objection.

The amendnment was ADOPTED with no further objection.

10: 27: 47 AM

Departnment of Fish and Gane

F&G #1: This anendnent adds $1,330,700 ILTF to the Wldlife
Conservation BRU and component on page 14, line 9. Acconpanying
expl anat ory | anguage reads as foll ows.

This anmendnment restores funding for WIdlife Conservation
to the level in the Fish and Ganme subconmmittee report.

Co-Chair WI ken noved for adoption and objected for discussion

pur poses. He noted this funding would be utilized to inplenment a
new program
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MATT  ROBUS, Di rector, Division of WIdlife Conservation,
Departnment of Fish and Gane, testified that the Board of Gane
identified areas of the state in which intensive gane nanagenent
woul d be appropriate for consideration. In the past year, the
Division began an analysis of the wldlife populations and
conditions in these areas and allocated all capital inprovenent
project funding for this purpose for the current year. Most
progranms would require nultiple years to conplete.

M. Robus remarked that the funding requested in this anmendnment
would allow the Division to continue these efforts in existing
survey areas as well as begin analysis in at |east one new area.
The Board of Ganme requires sufficient information to nmake
deci sions pertaining to hunting and trapping.

M. Robus reported that hunting and trapping license fees have
not increased since 1993. The stagnant revenue has hanpered the
Division's efforts, especially in the past four to five years
The funding that adoption of this amendnent would provide would
allow the Division to focus on areas with higher demand on noose
and caribou populations with the goal of providing for naxi mum
hunting opportunity.

10: 31:11 AM

Senator Bunde spoke in favor of the anmendnent. Lawsuits
sponsored by those who oppose intensive gane nmanagenent would
continue without sufficient data to support the Board of Gane's
decisions. The State would | ose these |awsuits and be vul nerabl e
to additional suits. Effective gane managenent does not only
benefit hunters and trappers, as many tourists visit Alaska to
see wldlife. He supported legislation to allow tourists to
contribute funding for gane managenent activities.

10: 33: 08 AM

Co-Chair WIlken asked if the intent wwuld be to secure
addi ti onal funding.

10: 33: 13 AM

M. Robus responded that the program nmust be expanded and that
additional funding options were under consideration. Wether
license fee increases would be appropriate has yet to be
determned. The goal of the program is to achieve "ful
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capability for standard wldlife nmanagenent” in addition to
addressing predator control issues. The program has experienced
sone success, which would benefit the future of the gane
popul ati ons.

Senator Bunde commented that the nenbership of the Senate
Finance Conmittee the following |egislative session could be
conprised of Senators who do not support hunting. Therefore,
this program shoul d be supported at this tine.

Co-Chair Wlken withdrew his objection to the adoption of the
amendment .

There being no further objection, the amendnent was ADOPTED

10: 33: 50 AM

Departnent of Revenue

REV #1: This anmendment adds $300,500 Permanent Fund Corporate
Receipts to the Al aska Permanent Fund Corporation BRU APFC
Operations conponent on page 34, line 17. Acconpanyi ng
expl anat ory | anguage reads as foll ows.

This anmendnment will provide funding for 2 permanent full-
tinme posi tions, an i nvest ment of ficer and seni or
account ant .

APFC requires these new positions for the follow ng
reasons:

e The Fund's novenent into absolute return and private

equity has created additional work for the investnent
and finance staff.

e The Board has placed greater responsibility on APFC
staff for due diligence on new and existing managers
over the last few years.

« Changes in strategy have lead to a 75% increase in the
nunber of equities nmanagers over the last two years
This requires additional due diligence and al nost
doubles the nunber of equity portfolios that the
finance staff nust track.

e The real estate portfolio is in an acquisition phase,
creating additional due diligence and increasing the
nunber of properties that nmust be accounted for.

These are the first new PCN s that the APFC has asked for
in seven years.
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Co-Chair WIken nmoved for adoption and read the explanatory
statenent into the record.

10: 34: 47 AM

Senat or St ednman announced that he woul d oppose this anmendnent.

10: 35: 17 AM

BOB BARTHOLOVEW Chief Operating Oficer, Al aska Permanent Fund
Cor poration, Departnent of Revenue, testified that as the size
of the Fund has grown, the Corporation nade efforts to continue
to manage the fund wth the existing staffing |evel. However,
activities of the Corporation have expanded into the new asset
cl asses of private equity and absolute return or hedge funds,
whi ch require additional oversight. Also, the size of the Al aska
Permanent Fund is continuing to grow overall, thus increasing
wor k| oad.

AT EASE 10:37:12 AM/ 10:40:47 AM

10: 40: 52 AM

Senator Dyson relayed conversations he had with Mke Burns,
Executive Director of the Corporation, in which he |earned that
in addition to expanded investnent, a major petroleum project
woul d create new investnent opportunities. Those recruited for
the requested positions would have the expertise necessary for
the new types of investnent.

10:41:51 AM

Senator Stedman did not support adoption of the anendnent. The
budget subconm ttee recomrended approval of a one-tine
appropriation of $376,000 to increase the Corporation's "due
diligence in response to the nore conplex investnents scenarios

presented ...in the alternative investnent classes.” The intent
was to consider a request of funding for FY 08 if funding were
still needed the following vyear. The legislature has the

responsibility to govern the assets of the Permanent Fund in a
manner that is in the best interest of the state.

10: 44: 13 AM
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Senat or Bunde qualified that if general funds were proposed as
the funding source he would oppose the anmendnent. However, the
Corporation has benefited Al askans in achieving high earnings.
This increase in success has necessitated the need for the
addi ti onal positions. He supported adoption of the anmendnent.

10:44: 47 AM

Senat or Stedman asked the last tine new positions were added.

10: 45: 11 AM

M. Bartholonmew replied that the Corporation added a new
position in July 1999. Efficiencies were maximzed and the
growh of the Fund has been nanaged wth existing staff;
however, staff is currently working at full capacity.

10: 46: 07 AM

Senator O son, citing the success of the Corporation and its
high investnent returns, deenmed the anount of this funding
request inconsequential .

10:47:34 AM

Senat or Stedman rem nded that during the |egislative process of
the previous session to anend statute to expand the investnent
cl asses, the Corporation submtted a zero fiscal note indicating
that inplenentati on woul d be done with existing staffing | evels.
Aroll call was taken on the notion to adopt the anendnent.

IN FAVOR Senator O son, Senator Bunde, Senator Dyson, Co-Chair
W1 ken and Co-Chair G een

OPPCSED: Senat or Stednan and Senat or Hof f man
The notion PASSED (5-2)
The anendment was ADOPTED.

10: 48: 22 AM

Department of Transportation and Public Facilities
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DOT #1: This amendnent adds funds to the H ghways, Aviation and
Facilities BRU on page 36, following line 14, in the follow ng
anounts to the foll ow ng conponents.

$58, 700 I LTF - Central Region H ghways and Avi ation
$85, 000 I LTF and
$10, 000 Capital | nproverment Project (ClP) Receipts

- Northern Regi on H ghways and Avi ati on
$91, 300 ILTF - Sout heast Regi on Hi ghways and Avi ati on

Acconpanyi ng expl anatory | anguage reads as foll ows.

Air carriers including Al aska Airlines, Northern A r Cargo,
ERA, and Frontier have repeatedly asked for extended hours
of operations at several of the State's rural airports. Ar
carriers are increasing hours of operations into these
airports, and need to be assured that the runways are free
of ice and snow, and that energency services are avail abl e.
Last year we received an increnent to provide this service
in Bethel and D llingham but did not receive the ful
anount needed for both airports so Dillingham was not
funded. This year we would |like to accommpdate the requests
at Dillingham Unal aska, Nome, Kotzebue, Petersburg and
W angel | .

To effectively extend the hours of operations for the air
carrier's requested increased service levels at these

airports, full funding is needed for each |ocation.
Currently these airports are staffed an average of 12 hours
per day. This anendnent will cover payroll costs and sone
addi ti onal utility and comodi ty costs. Cust oner
satisfaction will inprove for those people traveling to and
from these communities or receiving goods that arrive via
aircraft.

Senator O son noved for adoption.
Co-Chair W/I ken objected for discussion purposes.

Senator O son stressed this funding is necessary for aviation
safety.

10: 49: 39 AM
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Senator Bunde pointed out that these carriers serve other
airports, such as those in Fairbanks and Anchorage, and pay
| anding fees at those l|locations. He asked whether the carriers
pay landing fees to offset operation and other costs at the
rural airports listed in this amendnent.

Co-Chair WIlken answered that |anding fees are not levied for
the rural airports.

10:50:17 AM

Senat or St edman supported adoption of the anmendnent.

10: 51: 26 AM

Senator Bunde protested that if landing fees are required at
sone airports, such fees should be assessed for all airports.

10: 51: 51 AM

Co-Chair Geen reported that Alaska Airlines had contributed
funding to assist in the costs of extended hours of operation at
these airports. However, other airlines did not contribute and
would utilize the airport facilities for longer tinme periods
than did Alaska Airlines. As a result, Alaska Airlines stopped
paying. The intent should be inplenentation in the follow ng
year of a system to allow all conmmercial and recreational
carriers to pay | anding fees.

10: 52: 58 AM

Co-Chair WIlken rem nded that this was attenpted six years prior
unsuccessfully. Such a systemwould require statutory change.

10: 53:12 AM

Senator Stednman commented that the nmatter was worthy of
di scussion. He would review the issue over the |egislative
interim

10: 53: 31 AM

Senator A son inforned that the contributions of Al aska Airlines
occurred before the airline industry was federally deregul ated.
Since that occurrence, many airlines have gone bankrupt and
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ceased operations. He cautioned against inposing a system that
woul d cause hardship for Alaska Airlines and other carriers.

10: 54: 23 AM

Aroll call was taken on the notion.

I N FAVOR: Senator Dyson, Senator Hoffman, Senator O son, Senator
St edman, and Co-Chair W1 ken

OPPCSED: Senat or Bunde and Co-Chair G een
The notion PASSED (5-2)
The anendment was ADOPTED.

10: 54: 56 AM

DOT #2: This anmendnment changes the funding source of $95, 000
allocated to the H ghways, Aviation and Facilities BRU, Northern
Regi on Hi ghways and Avi ation conponent on page 36, lines 23 and
24, from federal receipts to ILTF. Acconpanying explanatory
| anguage reads as foll ows.

Mai ntenance of the Galena Airport has |long been partially
funded by the US. Ar Force because of its strategic
| ocation as a Forward Operating Location to deploy fighter
aircraft. Due to the Base Realignnent and C osure (BRAC
recommendations and potential savings to the federa
governnent, the existing contract wth the US. Ar Force
was term nated on March 31, 2006

Negotiations with the US. Ar Force and the Governor's
Ofice have resulted in a new contract wth reduced
services and funding. The U S. Ar Force will continue to
provide funding for two nmaintenance workers, maintenance
equi pnent and utilities to operate and maintain the Gal ena
Airport. The State will need to provide fuel, commodities
(such as sand and equipnent parts), and travel associated
wi t h ongoi ng supervision of enployees and negotiations with
the U S. Air Force on the eventual transition to a conplete
state responsibility. The agreenent is anticipated to
continue through Cctober of 2008. The additional funds are
necessary to assure safe airport operations that serve the
surrounding villages and commercial activities.
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Senator O son noved for adopti on.
Co-Chair W/I ken objected for discussion purposes.
Senator O son read the explanatory statement into the record.

AT EASE 10:56:04 AM/ 10:58:43 AM

Senator Bunde asked about a local contribution to assist in
keepi ng the airport operational.

10: 59: 14 AM

Co-Chair WI ken responded that the intent of the agreenment would
be to conbine efforts wth the federal government.

10: 59: 21 AM

Senator Dyson added that maintenance and operation of this is
inmportant to the viability of the village and to the |ocal
vocational institution.

10:59:41 AM

Aroll call was taken on the notion.

IN FAVOR  Senator Stedman, Senator Dyson, Senator Hoffman,
Senator O son and Co-Chair W/ ken

OPPCSED: Senat or Bunde and Co-Chair G een
The notion PASSED (5-2)
The anendment was ADOPTED.

11: 00: 16 AM

University of Al aska

UNIV #1: This anendnent deletes the appropriations to the
University of Alaska BRU and the allocation to every conponent
within that BRU, on page 37, line 29, through page 38, l|ine 23,
and adds new appropriations and allocations as foll ows.
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Uni versity of Al aska BRU

Acconpanyi

SFC- 06

Appropriation Itens: $767,011, 100

General Funds $276, 385, 400

O her Funds 490, 625, 700
Budget Reducti ons/ Additi ons $9, 245, 900

- Systemni de
St at ew de Servi ces 42,027, 500
St atewi de Networks (ITS) 16, 468, 900
Anchor age Canpus 213, 898, 700
Kenai Peni nsul a Col | ege 10, 796, 500
Kodi ak Col | ege 3, 865, 300
Mat anuska- Susi t na Col | ege 8,621, 800
Prince WIIiam Sound 6, 223, 200

Communi ty Col | ege
Cooper ati ve Extension Service 7, 958, 300
Bristol Bay Canpus 3,131, 600
Chukchi Canpus 1, 820, 200
Fai r banks Canpus 208, 122, 700
Fai r banks Organi zed Research 105, 661, 300
Interior - Al eutians Canpus 3,823, 700
Kuskokw m Canpus 5, 993, 500
Nor t hwest Campus 2,901, 800
Col | ege of Rural and 11, 720, 200

Communi ty Devel oprent
Tanana Val | ey Canpus 9, 308, 000
Juneau Canpus 38, 543, 000
Ket chi kan Canpus 4,503, 100
Sit ka Canpus 7,375,900

ng expl anatory | anguage reads as foll ows.

At the funding level currently contained in SCS CSHB
365(FIN), the University of Alaska's budget is a 14.0%
general fund increase over FY 06.

This amendnent reduces the University of Alaska's
budget by $3063.8k in general funds bringing it inline
wi th the nunber passed by the House.

This new budget nunmber will be a 12.7% increase over
the University's FY 06 operating base, will cover all
of the University's fixed costs ($19,052k) and stil
include $12,168k to pay for the costs of new prograns
and ot her operating expenses.

This will be the largest GF increment the University
of Al aska has ever had.
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Senat or St ednman noved for adopti on.
Co-Chair W/ ken obj ect ed.

Senator Stedman stated that this anmendnment woul d appropriate the
same anount as approved by the House of Representatives, which
is $4 mllion less than would be appropriated in the Senate
Finance Commttee substitute that was adopted as a working
docunent. Fixed increases would be addressed as well as sone
i ncrease woul d be provided for in this amendnent.

Senator Stedman recounted that the University of Al aska received
an increase of $8 mllion general funds two years prior. This
amendnent would provide an additional $12.7 mllion increase,
which would be the l|argest increase provided to the University
inits history.

Senator Stedman acknow edged the consensus as to the direction
of the University's activities to prepare a workforce for the
forthcom ng natural gas pipeline project. The issue is therefore
the "magnitude” of the funding increase rather than the
direction of the increase. The rate of student enrollnent has
remai ned unchanged, gar nering "flat producti on” from
"historically high funding".

11: 04: 27 AM

Senat or Dyson requested clarification of the funding totals.

11: 04: 57 AM

JAMES ARMSTRONG Staff to Co-Chair WIken, outlined that the
$276, 385,400 general funds and $490, 625, 700 other funds totals
$767, 011, 100.

11: 05: 15 AM

Senator Dyson asked if the total general fund reduction of 1.3
percent is calculated to the commttee substitute version or the
Governor's proposed budget anount.

11: 05: 47 AM
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Senat or Stedman responded that Governor Mirkowski requested an
increase of 17 percent; the Board of Regents requested a 17.8
percent increase; the Senate Finance Conmittee substitute
proposed a 14.7 percent increase; and this anendnent would
provide a 12.7 percent increase.

11: 06: 22 AM

Senator Stedman noted that although reductions are proposed for
speci fied conmponents, sufficient flexibility would remain to
al l ow fundi ng transfers between canpuses.

11: 07: 06 AM

Senat or Bunde declared for the record that his son-in-law is a
University of Alaska Regent. He sent a communiqué indicating
that the anmount requested by the University was "reasonabl e".

11: 07: 33 AM

Co-Chair WIlken disagreed with Senator Stedman's opinion on the
need for this amendnment. The direction Co-Chair WIken provided
to Senator Stedman as chair of the budget subconmmttee was the

same as given for all other agencies. This included a
prohibition against creating new prograns, no "automatic
backfill" of State funds to offset the |oss of federal funds

received in previous years, and no significant expansions. This
budget goal was required of all subconmttees. However, Senator
Stedman did not agree with the anmobunt of the funding increase to
the University. Co-Chair WI ken deened the increase appropriate.

Co-Chair WIlken inforned that Senate Leadership, primarily
through the efforts of Senator Gary Stevens, created an
oversight conmttee of the University of Alaska. An outcone of
the activities of that commttee was a determination that the
University of Alaska is different from other institutes of
higher learning in that it "reaches out" to the needs of the
state. President Mk HamlIton nmade significant changes to
acconplish this. He focused efforts on education of nurses,
engi neers, and other professionals for which the state had a
need. Thousands of skilled workers would be needed for the
proposed natural gas pipeline project and the University is
addressing this as well. The funding appropriated in the Senate
Fi nance Comm ttee substitute would continue these efforts.

SFC- 06 (43) 04/ 11/ 06



Co-Chair WI ken continued that President Ham |ton al so expanded

research activities when he assunmed his position. In 1997,
research prograns were "prined" with general funds. Since that
year $130 million in additional funding from other sources has

been generated for these prograns. Each dollar of State genera
funds has realized a return of six dollars. Therefore the
approximate $3 mllion general funds requested for FY 07 is
appropriate because it would allow the University to continue to
"reach out” and to "train Al askans".

Co-Chair Wlken admtted the amunt of the increase is
significant and unforeseen in previous years. However, other
prograns woul d receive "extraordinary increases"; the Departnent
of Health and Social Services budget would increase 21 percent;
t he Department of Revenue budget would increase 19 percent; the
Department of Transportation and Public Facilities budget would
increase 15 percent; the Departnent of Fish and Gane budget
woul d increase 14 percent; and the Departnment of Labor and
Wor kf orce Devel opnment budget would increase 12 percent. The
proposed increase for the University of Alaska would be ranked
as average i n conparison

Co-Chair WIl ken shared a publication of accountability measures
[ copy not provided] presented by President Ham Iton at a recent
| egislative commttee. Such a report was "unheard of eight years
ago." The legislature is constitutionally prohibited from
“m cromanagi ng" the activities of the University of Al aska, and
past University admnistrators submtted a budget request wth
little explanation or indication of efforts to neet the needs of
the State. This accountability report assures legislators that
conti nued support of the University is warranted.

Co-Chair W/I ken opposed adoption of this anmendnment.

11:13: 00 AM

Senator O son asked the detrinental inpacts of this anendnent.
He realized that the University of Alaska would not close, but
asked if reduction of services and prograns would Dbe
significant.

11:13: 46 AM

PETE KELLY, Director, Governnment Relations, University of
Alaska, told of the "red book" prepared each year and
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distributed to legislators that details the University's budget
request. The costs and the anticipated prograns that would be
funded after the costs are paid are listed in the publication.
The appropriation proposed in this anmendnent would cover the
fixed costs and provide "a little bit beyond that". A category
of the budget titled, "Continuing Prograns and State Needs"
contains several prograns, many of which are rural prograns.
These include prograns providing education for "high-demand
j obs", distance |earning, and vocational training. He continued
to outline prograns and their associated costs that would be
funded after fixed costs were paid. However, these prograns
woul d have insufficient funding under the provisions of the
anmendnent. The overall inpact would be to prograns that would
provide training for "imediate jobs" in the fields of nursing,
engi neering, mning, construction and other fields associated
with the anticipated needs for the gas pipeline.

11:16: 35 AM

Senat or O son acknow edged the adverse affect on rural prograns,
but asked why these progranms were not given first priority.

11:16: 55 AM

Co-Chair Kelly corrected that they would have first priority
after fixed costs were funded.

11:17: 06 AM

Senator Stedman identified $26.7 mllion in fixed costs. This
amendrment would appropriate $31 mllion, which would provide
$5.5 mllion in addition to funding for the fixed costs.
Al though the University of Alaska adm nistration calculates the
fixed costs to be higher, he utilized figures provided by the
Division of Legislative Finance. The University would have
flexibility in the allocation of the funds and he hoped
reducti ons would not be nade to rural prograns.

11: 19: 02 AM

Senator Bunde asked about the multiple conponents for rural
canpuses in addition to the College of Rural and Conmunity
Devel opnent conponent.

11:19:10 AM
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PAT PITNEY, Director of Budget Developnent and Institutional
Pl anning, University of Alaska, testified that the College of
Rural and Community Devel opnent enconpasses all of the snmaller
rural canpuses, including the Bristol Bay Canmpus, the Chukchi
Canmpus and the Northwest Canpus. Distance education and other
progranms, such as rural developnent, are delivered from these
rural canmpuses and adm nistered from the College of Rural and
Communi ty Devel opnent.

11: 20: 03 AM

Senator Bunde surmised that the $11.7 mllion allocation to the
Coll ege of Rural and Conmunity Devel opnent conponent would be
for admnistrative and overhead costs. He asked therefore the
purpose of the $3 million allocation to the Bristol Bay Canpus.

11: 20: 17 AM

Ms. Pitney replied that the conponents are conplinentary and
represent the structure of the conbination of the rural campuses
and the Col |l ege of Rural and Community Devel opnent.

11: 20: 33 AM

Senat or Bunde asserted that too nuch funding would be allocated
to admnistration and not enough would be allocated to
"cl assroons".

Senat or Bunde asked the cost per student.

11:21: 01 AM

Ms. Pitney responded that recent findings from a D vision of
Legislative Audit study determned that the costs vary in the
rural canpuses from $7,000 to $40,000 per student. In the early
1990s, the cost per student at the Chukchi Canpus was
approxi mately $50,000; the amount is currently Iless than
$25, 000. However, the distribution of fund sources for those
costs is now over 50 percent non-general funds versus the
previous ratio of 70 percent non-general funds. This represents
a significant inprovenent. Although the costs are higher, the
"price of education is nmuch less than the price of the
alternative."
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11: 21: 58 AM

Senat or Bunde disagreed with the assertion that because a person
attends coll ege, he or she would not be incarcerated.

11: 22: 23 AM

Senator Stedman stated that the "breakeven point" of the FY 07
budget woul d be achieved with revenues generated from oil at a
price of $49 per barrel. Wth the proposed funding increases,
the price of oil necessary to balance the budget would be $50
per barrel. The State could not sustain funding increases of
t his magni t ude.

Senat or Stednman enphasized that he supports the University of
Al aska.

11: 23: 38 AM

Aroll call was taken on the notion.
I N FAVOR. Senator Stedman and Co-Chair G een

OPPCSED: Senator Hof fman, Senator O son, Senator Bunde, Senator
Dyson and Co-Chair G een

The notion FAILED (2-5)
The amendrent FAILED to be adopt ed.

AT EASE 11:24:11 AM/ 1:07:30 PM

1: 08: 07 PM

Language Secti on

LANG #1: This amendnent reduces the amount of the dividend
anticipated by the board of directors of the Al aska Housing
Fi nance Corporation (AHFC) from $86, 616, 678. The amended
| anguage of Section 7(a) on page 54, following line 11, reads as
foll ows.

Sec. 7. ALASKA HOUSI NG FI NANCE CORPORATION. (a) The

board of directors of the Alaska Housing Finance
Corporation anticipates that the net inconme fromthe second
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preceding fiscal year wll be available in fiscal year
2007. during fiscal vyear 2007, the board of directors
anticipates that, contingent upon passage by the Twenty-
Fourth Al aska State Legislature in 2006 and enactnent into
law of a bill changing the formula for calculating the
anmount of the dividend paid to the state by the Al aska
Housi ng Fi nance Corporation, $80,616,678 will be available
for paynment of debt service, appropriation in this Act,
appropriation for capital projects, and transfer to the
Al aska debt retirenment fund (AS 37.15.011).

This amendnent al so reduces the estimated anount available for
repaynent of debt service from $23,441,712. The anended | anguage
of Section 7(c) on page 55, lines 1 through 5 reads as foll ows.

(c)After deductions for the itens set out in (b) of
this section, the remainder of the amount set out in (a) of
this section is used for the following purposes in the
foll owi ng estinmated anounts.

(1) $17,441,712 for debt service;
(2) $31, 240,000 for capital projects

This anendnent also reduces the anpunt of the general fund
appropriation to the debt retirement fund (AS 37.15.011) 1in
subsection (a)(4) of Section 24. FUNDS TRANSFERS., on page 63
line 11, from $61, 491, 900 to $41, 491, 900.

This amendnent also makes a conformng change to Section
24(a)(7) on page 63, line 17 to reflect the reduction of the
appropriation from the AHFC fiscal year 2007 dividend to the
debt retirement fund from $23, 441, 712 to $17, 441, 712.

This amendnent also inserts new |language to the conmttee
substitute and specifies a June 30, 2006 effective date of the
provi sion of that |anguage, which reads as foll ows.

The sum of $26,000,000 is appropriated from the general
fund to the debt retirenent fund (AS 37.15.011).

Acconpanyi ng expl anatory | anguage reads as foll ows.
AHFC recently informed the Finance Committee Chairnen [sic]

that the FY 07 AHFC dividend was overstated by $6 nillion
when the CGovernor prepared his budget. This anendnent:
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1. Corrects information regarding the anount of the FY 07
di vidend is avail abl e;

2. Replaces $6 nillion in the FY 07 AHFC dividend
appropriated to the Debt Retirement Fund wth $6
mllion general funds;

3. Replaces $20 mllion of FY 07 general f unds
appropriated to the Debt Retirement Fund wth $20
mllion of FY 06 general funds.

Co-Chair WIken noved for adoption and objected to provide an
expl anat i on.

Co-Chair W/ ken outlined the explanatory statenent.

AT EASE 1:08:56 PM

Co-Chair WI ken renoved his objection.
Wt hout further objection the amendnent was ADOPTED
1:10: 07 PM

Depart nent of Education and Early Devel opnent (continued)

E&ED #3: This anendnent adds $2 nmillion ILTF to the Teaching and
Learning Support BRU, Statewi de Mentoring Program on page 11,
line 13. Acconpanyi ng expl anatory | anguage reads as foll ows.

This additional nmoney would restore the successful
Mentoring Program back to the $4,500,000 Ilevel. An
addi ti onal $500,000 is being requested from the University
of Al aska through intent |anguage.

Co- Chair Green noved for adoption.

Co-Chair Wl ken remnded that the nentoring project has been
di scussed extensively and received significant public testinony.
Thi s amendnment would provide "one-tinme noney" and therefore the
issue would be before the Commttee again the follow ng
| egi slative session. The funding provided in this anmendnent
woul d enable the teacher nmentoring portion of the programto be
funded at the entire anobunt requested, and the principa
nmentoring portion of the program to be funded at one-half the
requested anount. The Departnment could chose to expand the
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teacher nmentoring portion of the program with the funding
provi ded for the principal portion of the program

The amendnment was ADOPTED wi th no objection.
1:11: 08 PM

University of Al aska (conti nued)

UNIV #2: This amendnent inserts intent |anguage to read as
fol | ows.

It is the intent of the legislature that the University of
Al aska continues its partnership wth the Departnent of
Education and Early Developnment in support of the Al aska
St at ewi de Mentor Project.

Acconpanyi ng expl anatory | anguage reads as foll ows.

Two years ago the Departnment of Education and Early
Devel opnent created the Al aska Statew de Mentor Project in
partnership with the University of Alaska. The goals of the
program are to increase teacher retention, increase student
achi evenent, and equip principals with the skills to be
instructional |eaders and effective managers.

The Intent Language strongly encourages the continued
part nershi p.

Co-Chair WI1ken noved for adoption and objected to offer an
expl anat i on.

Co-Chair WIken stressed that the University of Alaska nust be
linked wth the nentoring program to ensure the programs
success.

Co-Chair W/I ken renoved his objection.

There being no further objection the anendnment was ADOPTED

1:12: 04 PM

Language Section (conti nued)
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LANG #2: This anendnment to subsection (d) of Section 20. OFFICE
OF THE GOVERNOR., on page 60, line 26, specifies that $1.2
mllion would be distributed to State agencies to offset the
increased fuel and wutility costs wunder the provisions of
subsections (b) and (c) if the year-to-date average price of
Al aska North Slope Crude Gl is $54. The conmittee substitute
provides that the price be "$54 or |ess".

This anmendnent al so del etes "Septenber 30" and inserts "July 1"
to subsection (a) of Section 21. POANER COST EQUALI ZATION., on
page 61, lines 10 through 16. The anended |anguage reads as
fol | ows.

(a) If the fiscal year-to-date average price of Al aska
North Slope crude oil exceeds the Departnment of Revenue's
spring 2006 projected fiscal year 2007 price of $53.60 a
barrel on July 1, 2006, the anount of noney corresponding
to the year-to-date average price, rounded to the nearest
one-half dollar, as set out in the table in (c) of this
section is appropriated form the general fund to the power
cost equalization and rural electric capitalization fund
(AS 42.45.100) to nmake grants wunder the power cost
equal i zati on program

This anmendment also deletes "March 31" and inserts "January 1"
to Section 21(b) on page 61, lines 17 through 22. The anended
| anguage reads as foll ows.

If the fiscal year-to-date average price of Al aska North
Sl ope crude oil exceeds the Departnent of Revenue's spring
2006 projected fiscal year 2007 price of $53.60 a barrel on
January 1, 2007, the ampunt of noney corresponding to the
year-to-date average price, rounded to the nearest one-half
dollar, as set out in the table in (c) of this section is
appropriated from the general fund to the power cost
equalization and rural electric capitalization fund (AS
42.45.100) to nmake grants under the power cost equalization
program

Additionally, this anendnent specifies to Section 21(c) on page
62 line 7 that $325,000 general funds would be appropriated to
the power cost equalization and rural electric capitalization
fund under subsections (a) and (b) of the section if the year-
to-date average price of Al aska North Slope crude oil is $54.00.
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The conmittee substitute provides that the price be "$54.00 or
| ess”.

Thi s anmendnent al so del etes "COctober 1" and inserts "July 1" and

deletes "April 1" and inserts "January 1" to Section 21(d) on
page 62, lines 8 through 11. The anended | anguage reads as
foll ows.

(d) It is the intent of the legislature that paynent
under (a) of this section on July 1, 2006, be used to
of fset the effects of higher fuel and utility costs for the
first half of fiscal year 2007 and a paynment under (b) of
this section on January 1, 2007, be used to offset the
effects of higher fuel and utility costs for the second
hal f of the fiscal year 2007

This anmendnent also provides that the effective date of Section
20(a) is July 1, 2006, and that the effective date of Section
21(b) is January 1, 2007

Acconpanyi ng expl anatory | anguage reads as foll ows.

Thi s anendnent shifts the conditional PCE appropriations to
the beginning of each half of the fiscal year (July and
January) in order to sinplify admnistration of the
program

The three nonth shift allows AEA to avoid prorating
paynents for three nonths and then increasing paynents
retroactively if and when additional noney is appropriated.

This anendnent also clarifies that the conditional
appropriations in sections 20 (fuel) and 21 (PCE) are zero
unless the price of oil exceeds the official forecast of
$53. 60.

Co-Chair WIken noved for adoption and objected to provide an
expl anat i on.

Co-Chair WIlken informed that the Alaska Energy Authority
requested the date changes.

1:12: 40 PM
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SARA  Fl SHER- GOAD, Al aska Energy Authority, Department  of
Commerce, Community and Econom c Devel opnent, testified to the
benefits of changi ng t he dat es I n whi ch addi ti ona
appropriations woul d be cal cul ated and possi bly provided.

Co-Chair W1l ken surmsed this nethod would be nore efficient for
utilities and the Departnent.

Ms. Fisher-Coad affirned.

Co-Chair WIlken's objection was w t hdrawn.

The amendnent was ADOPTED wit hout further objection.
1:13: 24 PM

Depart ment of Education and Early Devel opnent (conti nued)

EQED #2: This anendnent adds $1 million general funds to the
Teaching and Learning Support BRU, Statew de Mentoring Program
conponent on page 11, line 13. Acconpanyi ng expl anatory | anguage
reads as foll ows.

This anmendnent wll bring the total for the nentoring
program for teachers to $3.5 mllion. This program is key
to teacher retention and perfornmance by providing a
vol untary support system

Senat or Hof f man announced due to action taken in the adoption of
E&ED #3, this amendnent woul d be NOT OFFERED

1:13: 59 PM

EGED #1A. This anmendnent inserts |anguage to the K-12 Support
BRU, Foundation Program conponent on page 10, line 32 to read as
fol | ows.

It is the intent of the legislature that no schoo
district:

(1) has a policy refusing to allow recruiters for
the mlitary, Reserve Oficer Training Corps, Centra
Intelligence Agency, or Federal Bureau of Investigation to
contact students on a school canpus if the school district
all ows college, vocational school, or other job recruiters
on a campus to contact students;
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(2) refuses to allow the Boy Scouts of Anmerica to
use school facilities for nmeetings or contact with students
if the school makes the facility available to other non-
school groups in the community; or

(3) has a policy of refusing to have an in-school
Reserve O ficer Training Corps program or a Junior Reserve
O ficers' Training Corps program

Co-Chair W1 ken explained that the conditional |anguage of the
original version of the anmendnent has been changed to intent
| anguage.

1:14: 16 PM

Senator Dyson noved for adoption. The original conditional
| anguage woul d require a statutory change to inplenent.

There was no objection and the anendnent was ADOPTED
1:15: 51 PM

Department of Commerce, Conmmunity and Econom c Devel opnent

(conti nued)

CC&ED #1B: This anmendnent creates a new Qalified Trade
Association Gant conmponent in the Qualified Trade Association
Contract BRU on page 6, lines 11 and 12 and appropriates
$600,000 in Vehicle Rental Tax Receipts to the new conponent.
Acconpanyi ng expl anatory | anguage reads as foll ows.

Thi s amendnent creates a separate allocation for a $600, 000
unmat ched grant for the purpose of increasing independent
marketing efforts. The VRTR fund source is earmarked for
touri sm marketing and devel opnent.

Fundanment al changes in both the worldw de and Al aska trave
mar kets over the past decade have resulted in a situation
where growh in the visitation-I|evel of independent
travelers to Alaska has stagnated. Many Al aska- based
busi nesses exist primarily to serve travelers visiting
Al aska independently. Al aska-based businesses that are
smal |, hi ghway- based, and/ or rural - based have been
particularly hard hit by the stagnating growmh of Al aska's
i ndependent travel market.
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On January 1, 2004 the State of Al aska began assessing and
collecting a 10% tax on all passenger vehicle rentals and a
3% tax on all recreational vehicle rentals. This new
vehicle rental tax results in econonmc hardship for all
i ndependent-traveler reliant businesses when increased
vehicle rental prices nmake the cost of an independent
Al aska travel experience |less price-conpetitive wth
al ternate non-Al askan independent travel destinations and
wi th other Al aska travel nodes.

The Al aska Statute authorizing the vehicle rental tax (AS
43.52) directs the [Departnent] of Revenue to deposit all
revenue from the vehicle rental tax into a special vehicle
rental account in the General Fund. Statute further states
that "the legislature nay appropriate the actual bal ance of
the vehicle rental tax account for tourism devel opnent and
mar keti ng. "

The Departnent of Revenue estimates that approximately 80%
of the rental car tax receipts are generated from
i ndependent travelers and generated during the tourism
season, My through Septenber.

Thi s anendment was NOT OFFERED

CC&ED #1B: This anendnent creates a new appropriation for
$600, 000 unmatched grant for the purpose of i ncreasing
i ndependent tourism marketing efforts. Acconpanying explanatory
| anguage reads as foll ows.

Thi s anmendnent creates a separate allocation for a $600, 000
unmat ched grant for the purpose of increasing independent
marketing efforts. The VRTR fund source is earmarked for
touri sm marketing and devel opnent.

Fundanment al changes in both the worldw de and Al aska trave
mar kets over the past decade have resulted in a situation
where growh in the visitation-I|evel of independent
travelers to Alaska has stagnated. Many Al aska- based
busi nesses exist primarily to serve travelers visiting
Al aska independently. Al aska-based businesses that are
smal |, hi ghway- based, and/ or rural - based have been
particularly hard hit by the stagnating growh of Al aska's
i ndependent travel market.
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On January 1, 2004 the State of Al aska began assessing and
collecting a 10% tax on all passenger vehicle rentals and a
3% tax on all recreational vehicle rentals. This new
vehicle rental tax results in econonmc hardship for all
i ndependent-traveler reliant businesses when increased
vehicle rental prices nmake the cost of an independent
Al aska travel experience |less price-conpetitive wth
al ternate non-Al askan independent travel destinations and
wi th other Al aska travel nodes.

The Al aska Statute authorizing the vehicle rental tax (AS
43.52) directs the [Departnent] of Revenue to deposit all
revenue from the vehicle rental tax into a special vehicle
rental account in the General Fund. Statute further states
that "the legislature nay appropriate the actual bal ance of
the vehicle rental tax account for tourism devel opnent and
mar keti ng. "

The Departnent of Revenue estimates that approximately 80%
of the rental car tax receipts are generated from
i ndependent travelers and generated during the tourism
season, My through Septenber.

M. Arnmstrong explained the changes to earlier versions of this
amendnent in that the appropriation would be nade to |ndependent
Travel er Grants. The intent of the anendnent is unchanged, only
technically corrected.

1:16: 23 PM

Co-Chair WIlken stated that this grant would benefit snall
busi ness operators who are dependent on independent travel ers.

[Note: No formal nmotion was mnmade to adopt this anmendnent,
al though it was assuned that the notion made to adopt CC&ED #1,
whi ch was earlier withdrawn, applied to this anendnent as well.]

Co-Chair W/l ken declared the anendnment ADOPTED, as no objection
was raised.

AT EASE 1:16:54 PM/ 1:18:00 PM

Co-Chair Green noved offered a notion to adopt CS HB 366, 24-
GH2035\Y, as anended through actions taken in the adoption of
anendnents to HB 365, as a working docunent.
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1:19: 14 PM

Co-Chair Geen offered a notion to report CS HB 365, 24-
GH2033\ P, as anmended, from Comm ttee W th i ndi vi dual
recomrendat i ons.

Co-Chair WIlken objected for the purposes of thanking the
Menber s, staff and depart nent representatives for their
cooperation and efforts.

Co-Chair Wl ken informed that this budget represents an increase
of approximately 13.4 percent from the FY 06 budget. This
increase is less than the increase of the previous year. A
reduction of approximately $154 mllion was nade to the
Governor's proposed budget, due to concerns wth establishing
unsust ai nabl e budgets. Sonme worthwhile prograns were not funded
to avoid a situation in which oil prices dropped and sustai nabl e
revenues were not generat ed.

Co-Chair WI ken renoved his objection to the notion.

Wthout further objection CS HB 365 (FIN was MOWED from
Conmittee.

1: 21: 09 PM
Co-Chair Geen offered a notion to report CS HB 366, 24-
GH2035\ Y, as anended, from Committee W th i ndi vi dual

r ecommendat i ons.

There was no objection and CS HB 366 (FIN was MOVED from
Conmi ttee.

1:21:34 PM

Co-Chair WIlken offered a nmotion to authorize the Division of
Legislative Finance and the Dyvision of Legal and Research
Services to nmake conform ng changes as necessary.

The noti on was ADOPTED wi t hout objecti on.

#

ADJ OURNIVENT
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Co-Chair Gary W1l ken adjourned the neeting at 1:22:17 PM
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