M NUTES
SENATE FI NANCE COWM TTEE
April 26, 2006
9:15 a.m

CALL TO ORDER

Co-Chair Lyda Geen convened the neeting at approximately
9:15: 54 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

Al so Attending: PETE KELLY, Director, Governnment Relations,
University of Al aska; KATHRYN DAUGHHETEE, Director, Division of
Adm nistrative Services, Departnent of Law, CRAIG TILLERY,
Deputy Attorney GCeneral, Cvil D vision, Departnment of Law
SCOTT NORDSTRAND, Commi ssioner, Departrment of Admnistration;
ERIC SWANSON, Director, Dyvision of Admnistrative Services,
Departnent of Admnistration; DOUG WOOLIVER, Adm nistrative
Attorney, Ofice of the Admnistrative Director, Al aska Court
System MCKIE CAMPBELL, Conmmi ssioner, Departnment of Fish and
Gane; MAJOR GENERAL CRAI G CAVPBELL, Adj ut ant
CGener al / Conmi ssi oner, Depart ment of Mlitary and \Veterans
Affairs; CHRIS CHRI STENSEN, Deputy Admnistrative Director,
O fice of the Admnistrative Director, Al aska Court System

Attending via Tel econference: From an offnet |ocation: MRK
HAM LTON, President, University of Al aska

SUMVARY | NFORMATI ON

SB 231- BUDGET: CAPI TAL & OTHER APPROPRI ATI ONS
The Conmittee heard from the University of Alaska, the

Department of Law, the Departnment of Administration, the
Department of Fish and Gane, the Departnent of Mlitary and
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Veterans Affairs, and the Al aska Court System on requests for
projects affecting these departnents. The bill was held in
Comm ttee.

#sb231
9:16: 22 AM

SENATE BI LL NO 231

" An Act maki ng appropri ations, i ncl udi ng capita
appropriations and appropriations to capitalize funds; and
providing for an effective date."

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

A notion was nade at a previous hearing to adopt CS SB 231, GS-
242034\ F as a working docunent. However, no action was taken on
t he noti on.

9:16: 35 AM
MARK HAM LTON, President, University of Alaska, testified via

tel econference from an offnet location to remnd the Commttee
that the Board of Regents focused its efforts on deferred

mai nt enance needs. O $98 nmillion in identified projects, the
| egi sl ature has appropriated an average of $7 nmillion annually
in recent years, while appropriating an average of $20 mllion

for the construction of new facilities. The consistent |ack of
funding for deferred maintenance projects has resulted in unnet
needs that are unacceptabl e.

9:18: 49 AM

M. Hamlton noted the Small Business Devel opnent Center is
funded through the University's capital budget. The Center
performs functions inportant to small businesses statew de. The
requested $550,000 State funding would secure $2.1 mllion in
mat ching federal grants. This program arguably should not be
included in the University budget but is nonetheless inportant
and woul d assist the state in preparing for a potential economc
boomrelated to a natural gas pipeline.

9:20: 11 AM
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M. Hamlton next addressed science facilities. Funding to
construct an integrated science facility at the University of
Al aska, Anchorage canpus has been requested for the past six
years. The project was partially funded in the FY 06 budget, and
the University is requesting the remaining funds necessary to
conplete the project in FY 07.

M. Hamlton stressed that increased interest in science
prograns and successful attraction of the "best and brightest”
Al askan students through the Al aska Schol ars program many who
want to participate in biology and other sciences, has created a
need for nore progranms and expanded facilities. Currently, the
University is unable to neet the need.

9:21: 44 AM

M. Hamlton continued speaking to the science facility needs
informng that the International Polar Year event occurs once
every 50 years and would next begin the followng year. The
previous event included the <creation of the Ceophysical
Institute at the University of Al aska, Fairbanks canpus. The
upcom ng event would inpact arctic research for the next 50
years. The University recently offered post-doctorate study
positions to 15 students worldwide after receiving 180
applications. The chosen scholars are "the best and the
brightest in arctic sciences” in the world.

M. Hamlton told of the opportunity, as the nation's arctic
research institution, to secure approximately $440 nillion in
federal grants. The non-general funds that the University
receives is "calculated on" the existing quality of progranms and
facilities. The Fairbanks canpus requires funding to maintain
the high quality of its science facilities.

9:24: 07 AM

M. Hamlton noted that the proposed FY 07 capital budget
submtted by Governor Mirkowski recognizes the need to address
deferred nmi ntenance projects. However, if the legislature were
to decide to fund the construction of new facilities, those
facilities should be science related at both the Anchorage and
Fai r banks canpuses.

9:24: 43 AM
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Co- Chair G een announced that nany identified projects would be
funded wth revenues generated from bonds issued on the State's
settlement of tobacco litigation. The integrated science
facility at University of Al aska, Anchorage is one such project;
however, the proposed facility for the Fairbanks canpus is not
i ncl uded.

9:25:22 AM

Co-Chair WIlken referenced a chart |listing all identified
deferred maintenance needs from 1988 to present. He requested
this information be distributed to Menbers [copy on file.]
9:26: 27 AM

Departnent of Law

KATHRYN  DAUGHHETEE, Director, Division of Adm ni strative
Services, Departnent of Law, testified that funding is needed
for additional judgnents and clainms rendered since the budget
was |ast wupdated. The proposed workdraft commttee substitute
distributed prior to this hearing does not include the $3.67
mllion general funds and $2,800 non-general funds.

Ms. Daughhetee al so requested an extension of the |apse date of
appropriations designated for oil and gas negotiations. Sone
these efforts woul d be del ayed into FY 07.

9:28: 21 AM

CRAI G TILLERY, Deputy Attorney Ceneral, G vil Di vi si on,
Departnent of Law, testified to a request of $800,000 in two
separate appropriations for asserting a claim if so decided, to
the Exxon Val dez oil spill settlenent. Such action is known as a
"reopener” and relates to a condition of the original court
ruling allowing additional <clains to address environnental
damage that could not have been anticipated at the tinme of the
original settlenent. The requested funding would be utilized to
provide Exxon wth a detailed Ilist of projects. |If Exxon
declines the opportunity to fund these projects, court action
woul d be likely.

M. Tillery enphasized that the Departnment has not yet
determ ned whether to assert additional clains.
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9:31: 25 AM

Co-Chair Geen asked whether any of the requested funding is
included in the FY 06 suppl enental appropriation |egislation.

9:31:31 AM

M. Tillery responded that all the funding is requested to be
included in the FY 07 capital budget appropriation.

9:31:47 AM

Departnent of Adm nistration

SCOIT NORDSTRAND, Conmi ssioner, Departnent of Admnistration,
expressed appreciation for the indicated approval of funding for
requested projects, specifically the critical i nformation
t echnol ogy projects.

M. Nordstrand renmnded that the Departnent requested $5.5
mllion for deferred maintenance projects. He understood the
changes made in the proposed workdraft committee substitute
woul d "request” that public building funds (PBF) rate source be
expended for these projects rather than general funds. The PBF
woul d require approximately three years to accumul ate the anount
necessary to fund these projects. The issue of how nuch genera
fund dollars should be appropriated for deferred maintenance
projects is a policy call.

9:34: 13 AM

M. Nordstrand stated that the Departnment had requested
approximately $5.5 mllion for the Enterprise Technol ogy
Services (ETS) Infrastructure CIP (capital inprovenment project).
The intent was to obtain additional funding from other
departnments to assist in the projects, particularly the
conversion of all State systens to Mcrosoft software. The State
has entered into an enterprise agreenment with Mcrosoft to
standardi ze and consolidate servers to gain efficiencies over
time. Evaluation of existing systens has identified additiona
needs. Currently, an estimated $2 mllion in additional funding
woul d be required to acconplish the transitions.

9: 35: 15 AM
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M. Nordstrand pointed out that the FY 06 supplenental
appropriation requests for the Ofice of Public Advocacy (OPA)
and the Public Defenders Agency (PDA) were not included in the
proposed comrittee substitute. Although the $217,000 needed for
the PDA is not a significant anount, the OPA requires $2.5
mllion. The latter anount would fund approxi nately one nonth of
operations and if not provided, the OPA would run out noney in
May. The OPA has no control over the nunber of cases assigned to
it, nor does it have the option of settling cases if a client
does not want to. Situations nust be avoided in which OPA
attorneys becone so overburdened they make m stakes or |eave for
ot her enploynent. M stakes result in appeals of court decisions
and, when successful, require the OPA to begin the cases anew,
addi ng again to the workl oad.

M. Nordstrand thanked the Commttee for funding case managenent
systens for the PDA, OPA and the Ofice of Admnistrative
Hearings. These systens would allow the agencies to increase
efficiencies.

9:37:58 AM

M. Nordstrand spoke to the need to replenish the Infornmation
Services Fund with $23.3 nillion general funds.

ERIC SWANSON, Director, Division of Admnistrative Services,
Departnent of Adm nistration confirned the anmount and stated the
intent to fund the capital ETS project.

9:38:43 AM

Al aska Court System

DOUG  WOOLI VER, Adm nistrative  Attorney, Ofice of t he
Adm nistrative Director, Alaska Court System testified that
$1.95 million requested for the replacement of the recording
system a critical information technology project, is not
included in the proposed conmttee substitute distributed by Co-
Chair Geen. This would fund the first of a two-phase project
and has been identified as the highest capital funding priority
for the Al aska Court System Alaska is the only state that does
not rely on court stenographers to docunent court proceedings.
To enploy the necessary 63 professionals would cost $4.5 mllion
annual ly. However, to ensure these savings, occasional equipnent
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upgrades are necessary. Inconpatibility wth other systens,
i nconpl ete recordkeeping and recording mal functions are problens
experienced wth the existing system The previous system
upgrade changed from cassette tapes to digital recordings. The
upcom ng project is to upgrade software.

9:41: 00 AM

M. Woliver continued with the second critical information
technol ogy project, an appellate case managenent system The
current system no | onger nmeets industry standards for
conpatibility and security. The Alaska Court System requests
$1.3 million to upgrade the system

9:41: 46 AM

Departnent of Fish and Gane

MCKI E  CAMPBELL, Conmi ssioner, Departnment of Fish and Gane,
testified that the Departnent attenpted to submt a "very
responsi ble request”, and appreciated the Committee's response
to it. However, two needs were outstanding.

M. Canpbell rem nded of the $400,000 request for sonar system
units necessary to count fish nore accurately in obscured or
cloudy waters. This funding is not included in the proposed
commttee substitute due to  Conmmercial Fi sheri es Entry
Commi ssi on (CFEQ "fundi ng recei pt i ssues” rat her t han
opposition to the project.

9:43: 11 AM

M. Canpbell then addressed funding reductions to the Wstern
Al aska Salnmon Stock ldentification Program (WASSIP) from an
original armount of $1.5 million to $500, 000 and further reduced
to $200,000 in the proposed comittee substitute. This program
is inportant, although not "easily scalable” to account for
| oner funding levels. He was concerned that mnimal operation of
the program would create expectations that the Departnent would
be wunable to fulfill. Therefore, he requested the $200, 000
general funds be appropriated to the aforenentioned sonar
response system This would allow for the purchase of two of the
four units. The Departnent would retain the federal funds
allocated to the WASSI P and attenpt to secure additional funding
from ot her sources.
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9:44: 42 AM

Departnment of Mlitary and Veterans Affairs

MAJOR GENERAL CRAIG CAMPBELL, Adjutant General/Comm ssioner,
testified that the Governor had requested a $7.5 mnmllion
appropriation for the Alaska MIlitary Youth Acadeny, conprised
of $7 million federal funds and $500, 000 general funds. This is
not included in the proposed commttee substitute. The funding
would allow for the expansion of the Acadeny to include a
facility located in Interior Alaska and is a funding priority of
the Governor's. A site has yet to be selected and the $500, 000
State funds would be utilized for site selection and planning.
The federal funds would be expended for renovation of the
existing facilities at the identified site. A new facility would
not be constructed.

9:46: 26 AM

Co-Chair Geen asked the funding source for this project in
future years.

9:46: 34 AM

Maj or Ceneral Canpbell responded that if a location were found,
an additional $5 nmillion general funds would be requested to
supplant the $7 mllion federal funds. If a site were not

secured or if the selected site was not in conpliance to qualify
for the federal funds, no further State funds would be
request ed.

9:47: 03 AM

Co-Chair Green asked the intention for funding operation of the
new facility.

9:47: 07 AM

Maj or General Canpbell acknowl edged that staffing and operating
costs would increase once a second facility was added to the
Acadeny system Education foundation funding formula nonies
would be received based on the student population of the
previ ous year.
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9:48: 24 AM

Co-Chair G een asked the amount of federal funds that would be
secured with a $5 mllion State appropriation. She asked the
current match requirenents governing federal allocations to the
exi sting Acadeny |ocation at Fort Richardson in Anchorage.

9:48: 47 AM
Maj or General Canpbell stated he would provide this information.
9:48: 54 AM

Senat or Bunde remarked upon the "unfortunate" fact that this
program is relatively expensive to admnister; however, it is
effective and possibly necessary. He attended the graduation
cerenmony of one of the first classes to conplete the program and
encountered "confident" young people naking coments to the
effect of "W made it, we're not in jail and we got our GED
(general equivalency diplom)." Senator Bunde reiterated that
this program is costly, but asserted that housing innmates in
prisons is nore expensive.

9:50: 03 AM

Co-Chair W/l ken expressed his support for the Acadeny. However
he questioned the intent to distribute the programs efforts
across the state. Instead he asked why the existing facilities
woul d not be expanded to acconmpdate additional students while
utilizing the sanme centralized facilities such as the kitchens.
Before planning begins on the second facility the costs and
benefits must be analyzed as well as a determ nation made on
whet her the Anchorage facility is "bursting at the seans.”

9:51: 31 AM

Maj or General Canpbell respected Co-Chair W I ken's opinion on
this matter, but contended that the timng was right to devel op
a second location in the Interior. The Acadeny is prohibited
from constructing new buildings at its current |ocation near a
residential area. A large nunber of Interior at-risk youth are
not being served. Many who woul d otherwi se enroll in the program
do not participate because they would be required to relocate to
the Anchorage area and away from their famlies and support
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systens. A significant elenent to the program involves nentoring
and oversi ght after graduation.

9:53: 36 AM

Senator Dyson identified wwth Co-Chair WI ken concerns. He asked
whet her the characterization that the Al aska programis the best
of its kind in the nation was an exaggerati on.

Maj or General Canpbell responded this Acadeny consistently
receives national awards and is considered at |east one of the
t op prograns.

9:54: 26 AM

Senator Dyson asked if this is because the pool of students is
| ess at-risk than those in other states.

9:54: 43 AM

Maj or General Canpbell replied that chall enged youth are present
in Alaska and face the sane problenms with drugs, crine, famly
di sputes and other issues as do young people across the country.
This is despite Al aska's |ower population scattered over a |arge
ar ea.

#
ADJ OURNIVENT

Co- Chair Lyda Green adjourned the neeting at 9:56: 25 AM
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