HOUSE FI NANCE COWM TTEE
February 28, 2007
1:43 P. M

CALL TO ORDER

Co-Chair Meyer called the House Finance Comm ttee neeting
to order at 1:43:39 PM

VEMBERS PRESENT

Representati ve M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve M ke Hawker

Representati ve Reggi e Joul e
Representative Mke Kelly

Representati ve Mary Nel son
Representative Bill Thomas Jr.

VEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Nancy Sl agl e, Director, Division of Adm ni strative
Ser vi ces, Depar t ment of Transportation and Publ i c
Facilities; John Torgerson, Deputy Conm ssioner, Departnent
of Transportation and Public Facilities; Richard Leary,
Busi ness Manager, Al aska Marine H ghway, Departnent of
Transportation & Public Facilities; Eric Swanson, Director,
Division of Adm ni strative  Services, Depar t ment of
Adm ni strati on; Mar k Lew s, Di rector, Di vi si on of
Adm ni strative Services, Departnent of Education & Early
Devel opnent; Tom Lawson, Director, Adm nistrative Services,
Department of Fish and Gane; Kathryn Daughhetee, Departnent
of Law, Nico  Bus, Acting Director, Division  of
Adm ni strative Services, Departnent of Natural Resources;
Dan Spencer, Director, D vision of Adm nistrative Services,
Departnment of Public Safety; Jerry Burnett, Director,
Di vision of Adm nistrative Services, Departnment of Revenue

PRESENT VI A TELECONFERENCE

Don McCee, State Assessnment Review Board, Anchorage; John
Craner, Deputy Commissioner, Mlitary and Veterans Affairs,
Anchor age

SUMVARY
CONFI RVATI ON HEARI NG
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Don McGee-State Assessnment Revi ew Board

HB 19 An Act relating to ignition interlock |imted
driver's |license privileges.

HB 19 was SCHEDULED but NOT HEARD.

HB 139 An  Act maki ng  suppl enent al appropri ations,
capi tal appropriations, and other appropriations;
amendi ng certain appropri ations; ratifying
certain expenditures; making appropriations to
capitalize funds; and providing for an effective
dat e.

Departnments taken in the foll owing order:

Department of Transportation & Public Facilities
Department of Adm nistration

Departnment of Education & Early Devel opnent
Department of Fish and Gane

Depart nent of Law

Department of Public Safety

Depart ment of Revenue

Departnment of Mlitary & Veterans Affairs

HB 139 was HEARD and HELD in Conmmittee for
further consideration.

1:44:16 PM

N

CONFI RVATI ON HEARI NG:
Don McGee-State Assessnment Revi ew Board

DON MCCGEE, (TESTIFIED VI A TELECONFERENCE), STATE ASSESSMENT
REVI EW BOARD, ANCHORAGE, noted he was a life-1ong Al askan.
He said he has been in the assessnent profession for the
past 15 years and currently, the Minicipality of Anchorage
assessor for the last 6 years. He added that he is
know edgeable of the Board’s work and the inportance of
that work to the State. He hoped to use his expertise for
the benefit of the State and offered to answer questions of
the Comm ttee.

Representati ve Hawker commended V. McGee on the
i nformati on packet he submtted.

Co-Chair Chenault MOVED that the House Finance Conmttee
forward the nanme of Don McGee for appointnment to the State
Assessor Review Board, to be confirmed in a joint session
of the 25" Alaska State Legislature. There being NO
OBJECTIQN, it was so ordered & M. MGee was confirned by
the House Finance Comittee.
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1:47:27 PM
#HB139
HOUSE BI LL NO 139

An Act nmaking supplenental appropriations, capital
appropriations, and other appropriations; anending
certain appropri ations; ratifying certain
expenditures; making appropriations to capitalize
funds; and providing for an effective date.

DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

JOHN TORGERSQN, DEPUTY COVM SSI ONER, AVI ATION & MARI NE
H GHVWAYS, DEPARTVENT OF TRANSPORTATI ON AND PUBLI C
FACI LI TIES, introduced hinmself.

RI CHARD LEARY, BUSINESS MANAGER, ALASKA MARI NE HI GHWAY,
DEPARTVENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES,
i ntroduced hi nsel f.

NANCY SLAGLE, Dl RECTOR, DI VI SI ON OF ADM NI STRATI VE
SERVI CES, DEPARTNMENT OF TRANSPORTATI ON AND PUBLI C
FACI LI TIES, provided an overview of the Departnent’s fast
track and tine sensitive issues.

1(h) Transportation
Capital - Airport Inprovenent Program Appropriation
The Ai rport | mpr ovenent Program  appropriation

increases by $2,000.0 from $341,857.1 to $343,857.1
because of the increase in the allocation below. O

1(i) Transportation

Capital - Airport Inprovenent Program All ocation
Amend  FYO7  Project - Ket chi kan: Snow Renoval
Equi pnent/ Sand/ Urea Building Construction - Project

i ncl udes constructi ng new snow renoval equi pnment, sand
and chem cal mxing and storage building to house all
of the airport's energency response and snow renova
equi pnent. Project is ready to bid as soon as funding
is avail abl e. $2,000.0

1(j) Transportation

Capi t al - Surf ace Transportation Pr ogram
Appropriation
The Surface Transportation Program appropriation

i ncreases by $18,300.0 from $337,095.2 to $355,395.2
because of the allocation changes bel ow. 0.0
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1(k) Transportation
Capital - Surface Transportation Program Allocation
New. Anchorage: Eagle R ver Road Rehabilitation -
Mlepost 5.3 to 12.6 - Project includes w dening
shoul ders, inmproving visibility, and repaving. The
departnent plans to advertise as soon as funding is
avai | abl e. $1,750.0
1(k) Transportation
Capital - Surface Transportation Program Allocation

Amend: Anchorage: Eagle River Loop Road Reconstruction
- Od denn Hghway to Eagle River Road - Project

i ncl udes reconstructing shoul ders, turn | anes,
pedestrian facilities, lighting and |andscaping. The
departnment plans to advertise in March. $2, 000.0

1(1) Transportation
Capital - Surface Transportation Program All ocation

New. Anchorage: Potter Marsh Trailhead and Access
| nprovenents - Project includes enhancing parking |ot,
provide new boardwal k connections, and connect the
Bird Treatnment Learning Center on the dd Seward
Highway to the existing boardwal k. The depart nent
plans to advertise in March. $550. 0

1(m Transportation
Capital - Surface Transportation Program Allocation

New. Unal aska South Channel Bridge Construction -
Project includes replacing existing bridge with a

concrete deck bridge. Increased funding required as

low bid was greater than existing |egislative

authority for project. $14, 000. 0
1:51:56 PM

Vice Chair Stoltze asked if the requested anount in 1(k)
would allow for the work needed to address the fl ooding

i ssues on Eagle River Road. Ms. Slagle did not know but
offered to get back to the Commttee on that issue. She
pointed out that all the flooding disasters are under

federal highways. Vice Chair Stoltze thought the concern
was not related to the scale of flooding disasters but
rather a reoccurring problem resulting from drainage
i ssues.
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Co-Chair Chenault referenced 1(n), the Unalaska South
Channel Bridge & asked how long the project had been
del ayed. Ms. Slagle noted that the first appropriation had
been in 1999 and assunmed that there had been pre-
construction funding available prior to that. Co- Chai r
Chenault questioned if the archeological dig issues had
been addressed. M. Torgerson understood it had and that
the bid is ready to be awarded.

1:54: 33 PM
Representative Thomas questioned 1(i), Ketchikan snow
removal . Ms. Slagle interjected that Ketchikan too, gets

sSNnow soneti nes.
11(a) Transportation

Measur enment St andar ds and
Conmmer ci al Vehi cl e Enf or cenent

1) $55.0 for costs associated with data acquisition,
storage and transfer to neet federal reporting
requirenments.

2) $15.0 for annual nenbership in the North American
Precl earance and Safety System (NORPASS) to continue
depl oynent of weigh station screening systens
equi pnent . $70.0

Ms. Slagle explained the two needed itens that had not been
included in the FYO7 operating budget, which had previously
been funded through federal grant funds no | onger avail able
to the State.

11(b) Transportation
Sout heast Region Facilities
1) $38.7 for Repairs/ Mintenance - Backl og of deferred
mai nt enance issues that need addressed at facilities
t hr oughout Sout heast .
2) $5.0 for travel to inspect facilities.
3) $36.8 for contractual increases for facility
janitorial services at the 7-Mle Conplex, AMS
Reservations Building and Ketchikan Court and Ofice
Bui | di ng. $80. 5
Ms. Slagle noted how small the facilities budget was.
Co-Chair Chenault asked the tine frame of the janitoria

contracts. Ms. Slagle said they are issued on 3-year
fiscal base, which all vary. Co-Chair Chenault questioned
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the $36 thousand dollar increase. Ms. Slagle said sone
times those contracts get renegotiated. The request
indicates it expired in June, perhaps after session ended
| ast year.

Representative Hawker noted the $80.5 thousand dollar
request in a BRU that is $101 million dollars; he suggested
too nmuch latitude by the Departnent. M. Slagle explained
that request was specific to the Southeast facilities
conmponent and the majority would be used for set wutility
costs. She pointed out that there is less than 10%
flexibility for repairs and materials, reiterating little
flexibility in those nunbers.

Representative Hawker inquired if the Departnent of
Transportation & Public Facilities was “unique” in having
an ability to nove noney between the conponents. MVs.
Sl agle explained within that wthin the Regional District
Units (RDU), there are many conponents within the three
| ar ge regions.

2: 05: 20 PM

11(c) Transportation
Central Region H ghways and Avi ation

1) State Equipnent Fleet Cost Increases - $288.5 -
Central Region H ghways and Aviation is experiencing
hi gher than anticipated costs of comodities and
overruns in other areas of the budget and cannot
absorb this increase within the existing FYO7 budget.

2) Anchorage Snow Haul - $503.0 - Safety issue as
roads are one lane, there is poor visibility
associated with large snow piles and pedestrians are
forced to walk in road as sidewal ks are full of snow.

3) Anchorage Street Sweeping - $274.0 - Must be done
per EPA Air Quality Standards in the spring after snow
melts and roads are full of sand and chemcals
creating air quality issues for Anchorage residents.

4) Aval anche Artillery Purchase and Equi pnent Repair -
$26.0

5) Funding for Law Enforcenent Oficers at state-owned
Kodi ak Airport - $20.0 - from March 1 through June 30
due to Transportation Security Admnistration (TSA)
non- negoti abl e requirenent. TSA has warned that
flights in and out of Kodiak will be prohibited if Law
Enforcenent O ficers not in place by March 1. Funds
are needed to decrease energency response tine to 15
mnutes or less per TSA rules. Current airport
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enmergency response time is greater than 15 m nutes

whi ch IS unaccept abl e to TSA. The
departnment has no choice but to incur this expense.
$1,111.5
In response to a question by Co-Chair Chenault, M.
Torgerson explained that the screening (56) wll happen at
every airport in which screening already exists; however
it wll not happen if the airport is not certificated.

There are 19 statewide airports, tw of which are outside
t he rmunici pal boundaries of the nunicipality being served.
The FY08 budget includes funding requests for security.
Co- Chair Chenault asked what could happen if security was
not provided. M. Torgerson explained that Transportation
Security  Agreenent (TSA) could “pull the State’s
certificates”, which would not shut the airport down but
rather prohibit larger aircrafts [i.e. Alaska Airlines] to

fly.

Co-Chair Chenault questioned the nunber of people being
served. Ms. Slagle replied 1.2 mllion, adding the
contracted services.

Co-Chair Meyer referenced 11© (2), snow renoval in
Anchorage and asked if the fire that happened in G rdwood,
housed sone of that equipnent. Ms. Sl agle explained that

the Grdwod shop did burn but it was covered through Risk
Managenent. The equi pnent and facility will be repl aced.

2:14:11 PM

11(d) Transportation
Nort hern Regi on Hi ghways and Avi ati on

Funding for Law Enforcenent Oficers at state-owned
Cordova Airport from March 1 through June 30 due to
Transportation Security Admnistration (TSA) non-
negoti abl e requirenent. TSA has warned that flights
in and out of Cordova wll be prohibited if Law
Enforcenent O ficers not in place by March 1. Funds
are needed to decrease energency response tine to 15
mnutes or less per TSA rules. Current airport
enmergency response time is greater than 15 m nutes
whi ch is unacceptable to TSA The departnent has no
choice but to incur this expense. $20.0

2:14: 37 PM

11(e) Transportation

Sout heast Hi ghways and Avi ati on
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1) $208.5 - Overtine resulting from extreme winter
weat her. Personnel costs associated wth plow ng,
application of mterials wused for highways and
airports this winter.

2) $24.5 - Paint for road striping. Pai nt bei ng
ordered now for spring/sumrer application.

Co-Chair Chenault asked the annual cost for paint. Ms.
Slagle replied that approximately $200 thousand dollars was
spent for paint in the Southeast region.

2:15: 52 PM

11(f) Transportation
Marine H ghway System - Marine Vessel Operations

Unpai d vendors from FY06, including state agencies -
Total is: $532, 786. 91

Qut si de Vendors:

Chevron - $7,985.03; dacier Fanmly Medicine -
$208.00; Miurray Pacific - $753.91; Wrk safe -
$1,517.50; Sea Level Transport - $65, 800.00; Southeast
Exti ngui sher Services - $240.00; Stanley - $327.25;
Tyler - $823.20; OQis - $4,035.34; Port of Bellingham
- $1,233.30; Petro Marine - Seward - $35, 485. 43

St at e Agenci es:

State equi pnrent Fleet (DOT) for June - $46, 652.33; Law
Bills (DOL) - $12,695.62; Retirenent & Benefits (DOA)
- $25,196. 00; Labor Training (AVTEC) - $9, 300.00; Tok
Ferry Reservations (Conmerce) - $53,200.00; Laundry
Services (Corrections) - $103,561.77; UAS Training -
$87,990. 00; Southeast DOT Inventory Adjustnent -
$6, 850.94; AWVHS Travel & Incidentals not processed -
$68, 931. 29 $532. 8

Co- Chair Chenault asked about the charge to the Port of
Bellingham Ms. Slagle replied it was for fuel costs.

2:17: 29 PM

11(9) Transportation

Marine Hi ghway System - Marine Vessel Operations
1) $3,600.0 - FYO7 operating nmarine highway fund
antici pated cash shortfall. Collection of revenues is

anticipated to be $51.0 mllion and expenditures are
anticipated to be $54.6 million.
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2) $300.0 - Chenega crew training after winter |ay-up
and warranty over haul . U.S. Coast Guard requirenent
to operate vessel

3) $3,900.0 - Under projected vessel operations costs
for vessel enployee overtine and | eave.

4) $2,300.0 - Fairweather unbudgeted wi nter service.
$10, 100.0

M. Leary explained the increnent.

Co-Chair Chenault asked the nunber of people involved in
the above referenced crew M. Leary replied it was a crew
of 10 to operate the boat with 6 on night-tinme maintenance
shift. The boat operates on a two crew base, requiring
approxi mately 35 enpl oyees.

Co- Chair Chenault asked when the operations would begin out
of Cordova. M. Leary understood that revenue services
would start April 20" and that the boat would be running
t he begi nning of April.

Co-Chair Chenault referenced 11(f)(3) and asked further
expl anati on. M. Leary explained that the Le Conte was
converted to a day boat and that Coast Guard overtine
probl enms were incurred. When the route was mapped out,
there were estimates of overtine, not net. Overtinme and
operation costs have been targeted.

Co- Chair Chenault referenced 11(f)(4), asking what happened
with the crew of the Chenega during their winter-lay up.
M. Leary replied that a portion would stay with the boat
for maintenance and security functions and the rest of the
crew w || bid back out.

2:24: 33 PM

11(h) Transportation Capital

New:
Cantwel | Mai ntenance Stati on Renpde
and El ectrical Repair

OSHA inspection found unsafe electrical and building
code viol ati ons. El ectrical service is located in a
low lying area that is prone to flooding and the
entrance/exit to the building is through the boiler
room Department received an OSHA conpliance order
for this and is nmandated to fix the violation no |ater
t han June of 2007. $250.0

2:26:21 PM
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11(i) Transportation - Capital

New. Thonpson Pass Ref uel i ng Station

OSHA i nspection found fuel dispensing nmachines |ocated
inside the nmaintenance station, creating an unsafe
wor k envi ronnent . Fuel dispensing machi nes nust be
noved outside of building. Department received an
OSHA conpliance order for this and is mandated to fix
the violation no later than Novenber of 2007. Funds
are needed to begin work in FYO7 in order to conply
with the deadline.

$150.0

2:27:27 PM

11(j) Transportation - Capital

Marine H ghway System

Amend FYO7 Project: Alaska Marine H ghway System -
Vessel and Term nal Over haul and Rehabilitation
Unf oreseen problens that needed to be repaired during
annual over haul . Unf oreseen problens included
steering systens, replacing corroded steel decking,
life boat and davit refurbishnent, turbo charger
repair, bow thruster work and electrical generator

repair. Wthout the repairs, vessels would not have
been certified for operations during FYO7. Repai r ed
vessel s i ncl ude LeCont e, Mat anuska, Col unbi a,
Kenni cot t, Taku, and Fai r weat her.
$1,944.0
M. Torgerson pointed out that the older boats are
beginning to have Ilists of “things” that need to be

repaired and is becom ng nore of an issue. He thought that

t he

“fix” would be placing nore noney into the Capital

Repl acenent Fund in the FYO8 budget.

2:29: 15 PM

11(k) Transportation - Capital

Airport | nprovenent Program Appropriation

The Airport Inprovenent Program appropriation wll
increase by $11,500.0 from $341,857.1 to $353,357.1
because of allocation changes. 0.0

2:30: 31 PM

11(l') Transportation - Capital
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Ai rport | nprovenent Program Allocation

Amend FYO7 Project: Atka Airport Extension and
Resurfacing Project includes runway extension and
m nor realignment, a new taxiway and apron, paving of

oper ati onal surf aces, medium intensity r unway
['ighting, a double bay snow renoval equi pnent
bui | di ng, ot her related inprovenents and |and
acqui sition. The departnment plans to advertise in
Apri | . $4, 000. 0

11(m Transportation - Capital
Airport | nprovenent Program Allocation
New:

Ni ghtnute Airport Reconstruction Project includes
expanding the runway, constructing a runway safety
ar ea, taxiway and safety area, relocating and
expandi ng the apron, constructing two single bay snow
renoval equi prrent bui | di ngs, rehabilitating the
airport access road, and acquiring land for airport
i nprovenents. The departnent plans to advertise in
June. $3, 000. 0

11(n) Transportation - Capital

Airport | nprovenent Program Allocation

New.

Nunapi t chuk Ai r port and Access | mpr ovenent s
Project includes extending the runway, installing
runway and taxiway lights, inproving the airport

access road, relocation of the apron, and constructing
two single bay snow renoval equipnment buildings. The
departnent plans to advertise in My. $1, 500.0

11 (n) Transportation - Capital
Airport | nprovenent Program Allocation

Amend FYO7 Project: Platinum Airport Relocation
Project includes relocating the airport, constructing
a new runway, installing ai rport ['ighting
constructing a new apron and taxiway, constructing an
airport access road and equipnent storage building.
The Departnent plans to advertise in Muy.

M. Torgerson explained that nost of the requests resulted

from old under estimated projects of various issues. It
will cost nore in FYO8 dollars. The Departnent is
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requesting the federal receipt authority to continue on the
proj ects.

Represent ati ve Hawker asked t he nunmber of users of theAtka
Facility. M. Torgerson explained it is a non certified
airport and he did not know the hard nunber. That airport
is used by the federal governnent.

Co-Chair Meyer pointed out that all requested funds for the
small airports were federal dollars. Ms. Slagle indicated
the State has already nade an adequate match. \V/ g
Torgerson pointed out that these are 95/5 funds (95%
federal dollars & 5% general fund dollars).

Co-Chair Meyer questioned the anount of usage the small
airports get for the amount of noney put into them M.
Torgerson admtted that is a discussion that happens often
at the Departnent. There are 260 airports statew de, which
is not unlike many of the small conmunity transportation
i nks.

2:35:39 PM

11(o0) Transportation - Capital
Airport | nprovenent Program All ocation

Scope change from Stony River: Airport Rehabilitation
(ch. 61, SLA 2001, page 32, line 3) to Stony River:
Airport Relocation and Airport |nprovenents. Pr oj ect
i ncludes constructing a new airport south of the

existing airport to include a new runway, |ighting,
safety area, apron, taxiway, support area, and an
equi pnment storage buil ding. 0.0

Ms. Slagle explained that the project resulted from the
| ocation of the Village, encroaching on the airport
facilities.

2:38: 06 PM

12(a) Fund Transfers - Disaster Relief Fund

Addi ti onal funding needed for:

2006 Hooper Bay Fire $4,844.1

2006 Sout hcentral Fl ood $6, 118. 4

2006 Sout hern Storm $6, 463. 2

2006 Ki val i na Sea \Wal | $233. 8
12(b) Fund Transfers

Debt Retirenment Fund
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Reduce general fund capitalization necessary to fund
School Debt Reinbursenent due to a $709.7 increase in
the amount of School Fund receipts (cigarette tax)
avail able and a decrease of $4,855.9 in the anount
needed for FY2007 School Debt Rei mbursenent.

($5, 565. 6)

12(c) Fund Transfers - Al aska Marine Hi ghway System Fund

Elimnate the ending FYO6 / beginning FYO7 negative
fund bal ance of: $10, 732, 284. 58

The negative fund balance is indicative of under
collection of wunrestricted revenues to support the
anounts appropriated from the fund for operation of
t he system $10, 732. 3

Ms. Slagle explained that during the last two years, the
Marine Hi ghway ended wth a negative fund bal ance because
they were using their cash ahead of tine. It occurred
because the Fund did not have adequate carry-forward
bal ance to address the issues.

Co-Chair Meyer referenced 11(k) and 1(j) and asked where
the increased federal dollars canme from Ms. Slagle
explained that they come from the Airport |nprovenent
Program resulting fromvarious things. Sonetinmes there is
addi tional discretionary noney provided to the State, which
usual |y happens at the end of the federal fiscal year. M.
Tor ger son agr eed t hat t he request resul ted from
di scretionary funds; the U S. Congress has not reauthorized
or funded at that level. To certify the airports — it wll
take additional federal funding. He added that the State
wi |l need that noney before the bids are issued.

Co-Chair Meyer worried that the funds were replacing
sonet hi ng el se. M. Torgerson responded that nobst were
addi ti onal add-ons; he would be concerned if the State did
not request the additional federal receipt authority.

DEPARTMENT OF ADM NI STRATI ON

2:44:41 PM

ERIC  SWANSON, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF  ADM NI STRATI ON, provi ded an
overvi ew of the departnental requests.

2(a) Adm nistration

Retirement and Benefits
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The Division of Retirenent and Benefits contracted
with a tax consultant to assist wth obtaining
I nternal Revenue Service code qualified status for the
defined contribution plan. The cost of this work was
not included in the original fiscal note for SB 141.
This request for a GF increase will be offset with a
$80.0 GF reduction from the Elected Public Oficers
Retirenment System (EPORS - (50.0)) and the Unlicensed
Vessel Participant Annuity Retirement Plan (UVPARP -

(30.0)) allocations. $80.0
2:46: 20 PM
2(b) Adm nistration

2(c)

2:47:

Retirement and Benefits

This request is for the purpose of zero balancing the
Division of Retirenment and Benefits fund all ocations.
Their cost allocation plan was reviewed by a tax
consultant, resulting 1in allocation changes that
affect the FY2007 budget. 0.0

Adm ni stration
Retirement and Benefits

This is a fund source adjustnent for the PERS/ TRS
litigation appropriations made in sec. 24(a) and (b),
ch. 82, SLA 2006, from the original $200.0 from each
retirement system fund to 72% and 28% respectively,
per the division's cost al l ocation plan. The
appropriation from PERS changes from $200.0 to $288.0
and the TRS anobunt changes from $200.0 to $112.0. 0.0

53 PM

2(e)

2:49:

Adm ni stration
O fice of Public Advocacy
Current year caseload increase estimte based on the

agency's current expenditures and projections. The
agency was not fully funded in FY2007, based on their

FY2006  suppl enent al roll forward and casel oad
projections. There are excess guardianship fees
recei pts in FY2007. $200.0
49 PM

DEPARTMENT OF EDUCATI ON & EARLY DEVELOPMENT
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MARK LEWS, DI RECTOR, ADM NI STRATIVE SERVICES, DEPARTMENT
OF EDUCATI ON AND EARLY DEVELOPMENT, provided an overvi ew of
the Departnment’s suppl enental budget requests.

4(a) Education
School Finance & Facilities
Cost to pay trial work already provided for the More
v State lawsuit, which pertains to adequate funding
| evel s for school districts. $100.0
4(b) Education
M . Edgecunbe Boardi ng School
Cost of one-tine paynent of the FY2005 Teachers'
Education Association of M. Edgecunbe arbitration
awar d. $107.9

M. Lewis explained that the State was found to have
viol ated the Col |l ective Bargai ni ng Agreenent.

2:51: 59 PM

Section 13 Debt School Debt Rei nbursenent

Reduce total School Debt Rei mbursenent by 4,855.9 from
$93,935.0 to $89,079.1. Debt Retirenment Fund
decreases by $5,565.6 from $66,935.0 to $61, 369.4 and
t he School Fund increases by $709.7 from $27,000.0 to
$27,709. 7. (%4, 855.9)

Section 14(b) (1 & 2) = Ratifications

ARI 7720- 04 Quality Schools - $51. 621

ARI 7720-05 Quality School s - $107. 601
M. Lewis explained that they attenpted to reconcile the
di screpancy through the federal division, |eaving the
Departnment with an overall shortfall. The Division has
i npl emented a new standard procedure so it will not happen

again in the future.

2:54: 53 PM

In response to a question by Representative Thomas, M.
Lewis explained that a nunber of schools applied for
addi tional support for their shortfalls in construction
costs. Representative Thomas asked if those schools needed
to get back on the major maintenance |ist. M. Lews
af firmed.

2:56:42 PM
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Representative Joule noted that there would be costs to
return equipnent if projects are not conpleted. M. Lew s
clarified that they could be considered as a suppl enental
but that the intent would be to give priority to projects
wi th funding over the ones not funded.

2:58: 45 PM

DEPARTMENT OF FI SH AND GAME

5(a) & (b) Fi sh and Gane
WIldlife Conservation

Fund source switch for the Harlequin Duck Popul ation
Dynamcs project in Prince WIliam Sound that 1is
nmeasuring the recovery from the Exxon Valdez Ql
Spill. 0.0

TOM LAWSON, DI RECTOR, ADM NI STRATI VE SERVI CES, DEPARTMENT
OF FISH AND GAME, explained the funding source change to
the Exxon Valdez G| Spill Settlenent. A grant was
received for nonitoring of the duck popul ati on.

2:59: 59 PM

DEPARTMENT OF LAW

KATHYRN DAUGHHETEE, DEPARTMENT OF LAW addressed the three
judgnment and cl ai ns provided by the Departnent of Law.

7(a) Law
Civil Division, Deputy Attorney Ceneral

Judgnents and Settl enents
Amount is $92,509.85 as of February 1, 2007. $92. 6

7(b) Law

Civil Division, Deputy Attorney Ceneral

The ampbunt necessary to pay additional judgnents
awar ded agai nst the state before June 30, 2007. 0.0
7(c) Law

Admi ni strative Services

FY2006 Unpaid M scell aneous Bills - $6, 254. 47
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Funding to pay prior year bills not received in tine
for paynment by the departnent.

Enpl oyee novi ng expenses - $1,581.05; enpl oyee mil eage

r ei mbur senent - $47. 89; consulting contracts -

$4,200. 00; hotel roons for enployee travel - $349.28;

copi er mai ntenance $76. 25. $6. 3
3:02:08 PM

Representative Hawker referred to the Al aska Psychiatric
Institute (API) case and asked how the Departnment was
doing on legislation to bring the statutes in line wth
that Court deci sion. Ms. Daughhetee offered to provide
that information to the Committee.

In response to coments nmade by Representative Hawker
regarding the Departnent’s mnimal request this year, M.
Daughhetee advised traditionally, there have been many
personal injury cases against the State, while last year
the Legislature approved an increase to the Catastrophic
Reserve Fund. Those funds are now keeping nore in |ine
wi th the operational costs.

3:04: 27 PM

DEPARTMENT OF NATURAL RESOURCES

8(a) (1) Natural Resources
Clainms, Pernmts & Leases

| npl emrentati on of geologists’ class study effective
June 2006. $79. 4

NlCO BUS, ACTING DIRECTOR, DIVISION OF ADM N STRATI VE
SERVI CES, DEPARTMENT OF NATURAL RESOURCES, explained that
the requests will pay for increased sal aries.
8(a)(2) Natural Resources

Geol ogi cal Devel opnent

I npl emrentati on of geologists’ class study effective
June 2006. $114.8

8(b) Natural Resources
Capi t al
Fundi ng from the Mat-Su Borough for devel opnent of the
South Denali Visitors Center Interpretive Plan. $100.0

14a Ratification
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M. Bus observed that the request was for the annual fire
suppression activity, which happens after the Legislative
sessi on ends. The FY06 request is $6.06 mllion dollars.
There have been no declared disasters to date for FYO7.

3:06: 52 PM

DEPARTMENT OF PUBLI C SAFETY

9 Public Safety
Capi t al

The U.S. Departnent of Justice has awarded the Counci

on Domestic Violence and Sexual Abuse a Violence
Against Wwmen Act Stop grant of $5 mllion for
prevention of donmestic violence and sexual assault in
Al aska. The funding wll be wused for services
provided by the Departnents of Law, Public Safety and
Al aska Court System and for victimservices. $5,000.0

DAN SPENCER, DI RECTOR, DI VI SION OF ADM NI STRATI VE SERVI CES,

DEPARTMENT OF PUBLI C SAFETY, advised the request had not

been appropriated because the Departnent did not know the
timng of the “ear marked” funds. The funding would be
used for 30% victim services, 25% |law enforcenent, 25%
prosecution, 5% Court and 15% di scretionary.

In response to a question by Co-Chair Meyer, M. Spencer
clarified that if pending legislation is not passed to
extend the Council, the Departnment wll seek federa
governnent advice regarding what will happen if the grant
is not ratified by the State of Al aska.

3: 09: 58 PM

DEPARTMENT OF REVENUE

JERRY  BURNETT, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF REVENUE, explained the Departnent’s
suppl enent al budget requests.

10(a) Revenue

Tax Division

1) $210.5 - Cruise Tax Initiative inplenentation
costs: Three positions and contractual expenses for
hearings for public noti ce, | egal advice on
regul ati ons, advertising, training and devel opnent of
online dat a filing system
2) $45.0 - Cor por at e | ncome  Tax Litigation
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The Tax Division is working on a high-level corporate
income tax case with a potential for hundreds of

mllions of dollars in settlenent. Funding is
requested to begin the casework with the Departnent of
Law. Additional funding will not be required in
FY2008. $255. 5

10(b) Revenue
Per manent Fund Di vi dend Di vi si on

1) $70.0 - Increased MAl aska costs — Departnent of
Adm ni stration did not charge for service before FYO7.
The Division did not know when preparing the FYO7
budget that DOA would be charging for the service in
FYO7.

2) $60.0 - Departnment of Administration's (DOA) Ofice
of Admnistrative Hearings costs are higher than
anti ci pat ed due to hi gh rates.
3) $220.7 - Data Loss and Recovery.

Ongoing recovery efforts are beyond division's
capability to absorb. $350. 7

Co-Chair Chenault inquired why there had been nore
heari ngs. M. Burnett explained that 1in FY06, the
Departnment had requested a supplenmental appropriation
because it was the first year they were charged by the
Ofice of Admnistrative Hearings for the hearing costs &
FYO7 was the first, full year of charge-backs.

10(c) Revenue
Child Support Services

Unantici pated federal incentive funding due to
per f ormance during FY 05. $181.7

10(d) Revenue
Chil d Support Services
Reduction in recei pt supported services funding due to
unantici pated federal incentive funding due to
per f ormance during FFY 05. ($181.7)
10(e) Revenue

Al aska Mental Health Trust Authority,
Long Term Care Orbudsman

The Long Term Care Orbudsman's O fice (LTCO receives
its funding from DHSS/ Senior and Disabilities Services
Adm ni stration, nostly from a federal grant (Title 3
and Title 7). This year DHSS has reduced the anount
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of the grant due to unavailable federal funding, so
addi ti onal general funds are necessary. 0.0

3:15:03 PM

Representative Hawker asked if there is a way to inplenent
the Cruise Ship Initiative wthout adding additional State
resources. M. Burnett said no; the funds would allow the
Departnment to nake the regulations and be able to collect
nore than $40 nillion dollars a year. He stressed that
they need additional staff in order to do that. The Tax
Division is absorbing the pay increases of that sector.

Representati ve Gara asked how nuch the State will recover
fromthe initiative and the cost to the State. M. Burnett
did not know the total net. The head tax should bring in
around $42 million dollars to the State based on 900, 000
visitors. He could not estimate the inconme tax because
some conpani es m ght already be paying tax.

Representative Gara referenced the corporation ganbling tax
and asked if it could raise $100 mllion dollars. M.
Burnett did not know the anount.

Representative Gara asked if the State was obligated to
give a portion of the crew ship dollars back to the

comuni ties. M. Burnett indicated that under the Crew
Ship Initiative, a portion of the head tax is shared wth
the first five comunities. He did not know if the
Legi slature was obligated. Co- Chair Chenault suggested

that a large portion of the collected anmount should be
shar ed.

Representative Thomas understood that there were strict
“side bars” regarding use of the $42 nmllion dollars
collected by the head tax. He asked if the incone tax
woul d have the sane type of restrictions. M. Burnett
responded that the Departnent of Revenue and the Departnent
of Law are looking at the restrictions for spending that
noney. He acknow edged restrictions were in place.

DEPARTMENT OF M LI TARY & VETERANS AFFAI RS

12(a) Departnent of Public Safety
Di saster Relief Fund

Addi ti onal funding needed for:

2006 Hooper Bay Fire - $4,844.1
2006 Sout hcentral Fl ood - $6, 118. 4
2006 Sout hern Storm - $6, 463. 2
2006 Kivalina Sea Wl l - $ 233.8

Tot al - $17, 659. 2
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JOHN  CRAMER, (TESTIFIED VIA TELECONFERENCE), DEPUTY
COW SSI ONER, M LITARY AND VETERANS AFFAI RS, ANCHORAGE

expl ai ned the Departnent’s request for the Disaster Relief
Fund.

3:22: 56 PM

Representati ve Thonmas asked if Cordova would be included in
the Sout hcentral portion. M. Cramer said it would.

HB 139 was HELD in Committee for further consideration.
3:24: 02 PM

#HB19
HOUSE BILL NO 19

An Act relating to ignition interlock limted driver's
i cense privil eges.

Co- Chair Meyer noted that HB 19 was SCHEDULED but woul d not
be HEARD. It was RESCHEDULED for March 4.

#
ADJ OURNVENT

The neeting was adjourned at 3:25 P. M
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