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#hb65
#hb66
HOUSE BI LL NO. 65

"An Act meking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitali zing funds, amendi ng
appropri ations, and making reappropriations; and
providing for an effective date."

HOUSE BI LL NO. 66

"An Act meking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensi ve nental health program and providing for
an effective date."

1: 33: 31 PM

Co-Chair Austerman discussed the schedule for the week. He
asked commttee nenbers to have operating budget amendnents
to his office by 5:00 p.m on Wdnesday. He tal ked about
protocol for the current neeting.

1:34: 35 PM

Co-Chair Stoltze MOWED to ADOPT the proposed conmttee
substitute for HB 65, Wrk Draft 28-GHL799\C (Bail ey,
3/2/13). There being NO OBJECTION, it was so ordered.

PETE ECKLUND, STAFF, REPRESENTATIVE ALAN AUSTERMAN, read
froma statenent:

This year the Governor submtted an FY14 operating
budget wth nodest growh over the current FY13
budget . Including the anendnents submitted md-
February, the General Fund growh in agency budgets
was just 1.3% That is a significant downturn in
agency growh from the average of 6.5% over the | ast
ten years.

Wiile that is encouraging and commendable, further
work to slow the growth of governnent remains. When
the legislature left last session, there was an
expectation that there would be an end-of-fiscal year
surplus of over $400 mllion dollars. Wen the
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| egi sl ature convened in January, those projections had
changed. Now it is likely we will be using sone |eve
of savings in FY1l3; perhaps hundreds of mllions of
dol | ars.

The price per Dbarrel to balance our budget has
increased from $64 in FY10 to $110 in FY13. Because
of declining production, if we have the sane size
budget in FY14 as FY13, it would take $115 doll ar oi
to bal ance our budget.

Since the price forecast for oil in FY14 is $109.61,
if our FY14 spending equaled FY13, we would run a
deficit of over $900 MIlion dollars.

In order to further lower the growth of governnent and
to preserve savings, subcommttees were asked to
review and develop their respective agency budgets
with an overall goal of no growh in agency
oper ati ons.

M. Co-Chair, you also directed the subconmttees to
revi ew t he agency budgets via a five-step process:

1. Review the agency Mssion, Core Services, and
Performance Measures (with the thought that through
results based budgeting, agencies should be neasuring
the effectiveness of prograns in order to denonstrate
what value the public is receiving for our
i nvest ment s)

2. Revi ew budget changes since FY2005, the |ast year
of relatively flat budgets — this enables us to track
the GF and Total Funds changes over the ten-year
period via graphs (with extensive data reports also
avai |l abl e)

3. Revi ew agency 10-year plans — this highlights the
future budget changes anticipated by the agency, for
i nstance, sone agencies have shown their expectations
of federal funding reductions wth an associated
backfill of general funds

1: 38: 20 PM

M.

Eckl und continued to read from a statenent:
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4. Accountability check: Review audit findings nmade
by the Division of Legislative Audit — this highlights
areas where inprovenent was or is needed and the
agency’ s response to those findings

5. Get a status update on budget changes approved
for the current fiscal year: FY13 — this indicates the
agency’ s responsiveness to changes incorporated in the
current year budget; for exanple; are projects
started, are positions filled, are backlogs being
processed nore quickly, etc.

Then, after |ooking at the agencies mnission and
results, |ooking back, |ooking forward, and | ooking at
current year progress, subcommttees had a context in
which to review the budget requests for FY14.

I"d like to thank David Teal and the staff at
Legi sl ative Finance as they were integral in preparing
the 2005 Look-back graphs and associ ated data, 10-year
pl an graphs, and consolidating information on current
year progress for the subcommittees, along wth
providing their normal budget support function for the

subconm tt ees. The Legislature is fortunate to have
such a talented group assisting wth devel opnent of
t he budget.

|1’d also like to thank Karen Rehfeld and the staff of
the Ofice of Management and Budget, and the
| eadership of the Executive Branch agencies for their
hel p in the budget review process.

Do we have nore work to do on this process? The
answer is “yes.” W still need to spend nore tine
with agency staff to ensure alignnent of agencies
m ssion, core services, and performance neasures and
to finalize efficiency and effectiveness perfornmance
nmeasures. The subconm ttees had just 46 days to review
budgets prior to the March 1 subconmttee close-out
deadl i ne. W plan to continue subconmmittee work over
the interim specifically wth the Departnent of
Health and Social Services, and during the next
| egi sl ative session.

M. Co-Chair, you charged the Subcommttees wth

reviewing their assigned agency budgets contained in
section 1 (the nunbers section) of the operating
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budget bill, HB 65, and in section 1 of the nental
heal t h budget bill, HB 66.

Language section appropriations were not under the
purvi ew of the subcomm ttees. Language section changes
wi |l be explained by Joan next.

1: 40: 49 PM

M . Ecklund continued to read froma statenent:

Subconmmittees were also provided with the suppl enental
budget requests submtted by the Governor on January
29 and were charged with reviewmng their respective
agenci es’ non-l anguage budget anmendnments submitted by

the Governor on February 12. As expected, many
suppl enmental requests were precursors to FY14 budget
anmendnent s. W appreciate the efforts of OW to

highlight those facts in both their supplenental
spreadsheet and their anmendnent spreadsheet.

M. Co-Chair, all of the subcommttee reports are
found on the Legislative Finance website. Reports on
these two commttee substitute bills wll also be

posted on the Legislative Finance website imrediately
after this hearing.

And now to the nunbers:

The operating budget Commttee Substitute totals
$9.718 Billion (all funds), a reduction of $195.9
MIlion fromthe Governor’s Anmended budget (an overall
2. 0% reduction).

Agency budgets have been reduced by $74.2 MIllion in
CGeneral Funds from the Governor’s Anmended budget and
$6.7 MIlion from FY13 Managenent Pl an.

So M. Co-Chair, at this point we have net our goal
and are below current year G- spending in agency
oper at i ons.

Conmbi ned agency operations and the statewide item
General funds equal $6.403 Billion, for a G- reduction
of $203.2 MIllion ($125 MIllion is related to the
Al DEA sustai nable energy and transm ssion devel opnent
fund and wll be addressed in a fiscal note)
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O her Funds increased $769,000 for a total of $1.281
Billion, and Federal Receipts increased by $6.5
mllion to $2.033 Billion

Al though there are general fund reductions from the
Governor’s amended budget and from Managenent pl an,
there are $108.6 MIlion of GF increases from adjusted
base.

The legislature begins its Dbudget analysis from
adjusted base and builds the budget from there.
| ncreases from adjusted base have been made in nost
agencies, although not as nuch as the Governor
pr oposed.

1: 43: 29 PM

JOAN BROWN, STAFF, REPRESENTATIVE ALAN AUSTERMAN, read from
a statenent:

M. Co-Chair, section 1 of HB 65, the nunbers section

of the bill, is the conpilation of the departnent
budget recomendati ons adopted by the House Finance
budget subcommttees, wth one exception. In the

Department of Corrections, after consultation with the
Subconmittee Chair, we included a fund source change
of $674,400 from unrestricted general funds to
designated general funds in the Inmate Health Care
appropriation, Physical Health Care allocation, to
correspond with a change we made in the |anguage
section, which I will describe later.

M.  Co-Chair, now 1’lIl go through the | anguage
sections and indicate whether or not we nade any
changes and if so, what those changes are. Starting
on page 55 of the bill:

We made no changes to:

Section 4, Legislative Intent
Section 5, Costs of Job Recl assifications
Section 6, Personal Services Transfers or to

Section 7, Al aska Aerospace Corporation

Page 55 Section 8, ALASKA HOUSI NG FI NANCE CORPORATI ON
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M. Co-Chair, in subsection (a) we replaced the phrase
“adjusted net incone” with the phrase “change in net
assets” to conformw th AHFC s st at utes;

In subsection (b) we made changed the |ead-in wording
to reflect the fact that AHFC will be retaining the
entire $10.6 MIlion dollar dividend in order to pay
debt service;

I n subsection (c) we changed the |ocation of where any
excess AHFC Dividend funds woul d be deposited fromthe
Budget Reserve Fund as the CGovernor proposed to the

Al aska Capital Inconme Fund. This recognizes the
| egislature’s “tradition” of using corporate dividends
for capital projects. However, no “excess” dividend

funds are antici pated.
Page 56 Section 9, ALASKA PERMANENT FUND CORPORATI ON

M. Co-Chair, we accepted the Governor’s anendnents
correcting the amounts in subsection (a) from $943
MIlion dollars to $958 MIlion for the dividend fund
and in subsection (b) from $958 MIllion to $939
MIllion dollars for inflation proofing.

Page 57 Section 10, ALASKA | NDUSTRI AL DEVELOPMENT AND
EXPORT AUTHORI TY

M. Co-Chair, just as we did in the Al aska Housing
Fi nance Corporation section, we revised subsection (b)
so if there should be any excess AlIDEA D vidend funds,

they will be deposited into the Al aska Capital |ncone
Fund, instead of the budget reserve fund as originally
pr oposed. Again, no *“excess” dividend funds are

anti ci pat ed.
Page 57 Section 11, DEPARTMENT OF ADM NI STRATI ON
W made no change.

Pages 57 - 59 Section 12, DEPARTMENT OF COMVERCE,
COMVUNI TY, AND ECONOM C DEVELOPMENT

In subsection (d) we added the estimated anount of

$10.1 MIlion dollars to the salnon enhancenent tax
revenue appropriation for informational purposes
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In subsection (e) we also added the estimted anount
of $1.9 MIlion dollars to the seafood devel opnent tax
appropriation

In subsection (h) paragraph (1) we nade a mnor
$13,300 dollar <correction to the Al aska Seafood
Marketing Institute’s program receipt carry forward
projection from $15,6562,600 dollars to $15, 549, 300
dol | ars

We del eted subsection (j), the $500,000 dollar genera
fund appropriation to Comerce for paynment to the
Departnment of Admnistration for the Al aska Land
Mobile Radio system costs on behalf of political
subdi vi si ons.

1:47:27 PM

Ms. Brown continued to read froma statenent:

Pages 59 - 60 Section 13, DEPARTMENT OF CORRECTI ONS

This is a new |anguage section. In section 1, the
subcomittee reduced $2 MIllion dollars of General
Funds due to the expectation that the departnent wll
receive $2 MIllion dollars nore in Federal Receipts

than had originally been budgeted. Over the period
FY11l through FY13, the departnent has annually

collected on average nearly $1.9 MIllion nore in
Federal Receipts. That anmpbunt was rounded up to $2
MIlion and added to the departnent’s budget in
section 1.

In order to ensure that Corrections is not underfunded
if the Federal Funds are not received, we added this
backstop |anguage to the effect that any reduction in
the collection of the appropriated Federal Funds wl|
be repl aced by General Funds.

Page 60 Section 14, DEPARTMENT OF EDUCATI ON AND EARLY
DEVEL OPMVENT

W made no change.

Page 60 Section 15, DEPARTMENT OF FI SH AND GAME
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We just added the $700,000 dollar estimate of the dive
fi shery managenment assessnent.

W deleted what had been Section 15 in the origina
bill, for the DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES. The section had provided backstop general
funds if the anpbunts appropriated in section 1 were
insufficient to pay energy assistance benefits to all
qual i fied applicants.

Pages 60 - 61 Section 16, DEPARTMENT OF LABOR AND
WORKFORCE DEVEL OPMENT

We made no change.

Page 61 Section 17, DEPARTMENT COF M LITARY AND
VETERANS AFFAI RS

We made no change.

Pages 61 - 62 Section 18, DEPARTMENT OF NATURAL
RESOURCES

In subsection (b) we just <corrected the estinated
anmount from $75, 000 dollars to $50, 000

In subsection (c) we also corrected the estinated
amount from $25, 000 to $50, 000 dol |l ars

Page 62 Section 19, DEPARTMENT OF REVENUE

W made no change.

Pages 62 - 64 Section 20, OFFI CE OF THE GOVERNOR

W did not include the Governor’s budget amendnent of
$1, 750,000 dollars for <costs associated wth the
redistricting board. The Co-Chair intends to

consolidate this item wth the FY13 supplenenta
request for an overall supplenental appropriation of

$2 MIlion dollars of gener al funds to the
redistricting board for the fiscal years FY13 through
FY15.

Page 64 Section 21, UNIVERSITY OF ALASKA and Section
22, BANKCARD SERVI CES
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VW made no changes.

Pages 65 - 69 Section 23, DEBT AND OTHER OBLI GATI ONS
W made five changes in this section

First, on page 68, we added the appropriation in
subsection (h) paragraph (8) which uses the $1, 040, 000
dol | ar bal ance of the debt retirenment fund to help pay
debt service on the general obligation bonds, series
2010A and B

Second, we then reworded subsection (h) paragraph (9)
to incorporate a reference to our new subsection (h)
paragraph (8) and to reduce the estimated anmount of
general funds from $3.7 Mllion to $2.7 MIllion
dol | ars.

Third, in subsection (h) paragraph (10) we accepted
the Governor’s anendnent to reduce the estimted
general fund anmpbunt from $35 MIlion to $17.7 MIlion
dollars for debt service on four general obligation
bonds series: 2013A, B, C, and D

1: 50: 47 PM

Ms. Brown continued to read froma statenent:

Fourth, we deleted subsection (h) paragraph (13) that
had appropriated an estimte of $300,000 dollars of
general funds to pay remarketing costs if the state
i ssued general obligation bonds wth a variable
interest rate. The Co-Chair does not believe the
i ssuance of variable rate bonds is prudent and so
removed this appropriation.

And, finally, in subsection (n) the word “airport” was
made plural and a statutory reference corrected.

Pages 69 - 70 Section 24, FEDERAL AND OTHER PROGRAM
RECEI PTS

We made no change.
Pages 70 - 71 Section 25, FUND CAPI TALI ZATI ON

In subsection (b), we reduced the capitalization of
the Crinme Victim Conpensation Fund by $674, 400 dollars
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to maintain the 90% -- 10% funding ratio between the
Department of Corrections and the Cime Victim
Conpensation Fund in the wuse of the PFD Cimnal
f unds.

As | nentioned earlier, in Section 1, the nunbers
section, of HB 65, we made a corresponding change to
the Departnent of Corrections budget in the Physical
Health Care allocation, by reducing general funds
$674, 400 dollars and increasing the PFD Crinminal Funds
by the sane anount.

In subsection (h) we deleted the $2M dollar General
Fund appropriation for the Trauma Care Fund.
Appropriations to this fund are discretionary. The
| egislature capitalized the fund with $2.5 mllion in
FYl1l when it was created, did not add any noney in
FY12, and appropriated $2 mllion dollars in FY13.

Pages 71 - 74 Section 26, FUND TRANSFERS. W only
made a few changes in this section

I n subsection (f) on page 72, we reduced the estinated
anount of the bulk fuel revolving loan fund fees from
$70,000 dollars down to $45,000, the actual fees
collected in FY13 prior to the termnation of the fees
on January 1, 2013.

In subsection (h) paragraph (2) on page 73, we also
reduced the estimte of the one cent per barrel
surcharge down from $1.9 MIlion to $1.1 MIlion as
the surcharge was suspended January 1, 2013, because
t he bal ance of the G| and Hazardous Substance Rel ease
Response Account had reached its <ceiling of $50
M 1ion.

In subsection (n), the statutory reference for the
regi onal educational attendance area school fund was
corrected.

W did not include the Governor’s request for a $125
MIlion dollar general fund deposit into the Al aska

| ndustri al Devel opnent and Expor t Aut hority’s
sust ai nabl e energy transm ssion and supply devel opnent
fund. Instead this amount should be added to AIDEA s

fiscal note to HB 74, their Liquefied Natural Gas
| egi sl ati on.
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Page 74 Section 27, RETI REMENT SYSTEM FUNDI NG
W made no change.

Pages 74 - 76 Section 28, SALARY AND BENEFI T
ADJUSTMENTS

In subsection (a) we deleted the word “ongoing” as it
is not needed, in paragraph (6) we changed the word
“union” to “unit” and added a new bargaining unit
agreenent as paragraph (8) for the Alaska Correctiona

O ficers Association. This was a Governor’s budget
amendnent and the funding ($5,671,000) is included in
section 1.

In subsections (c) and (d) the phrase “appropriations
made by this Act” was corrected to r ead
“appropriations nmade in this Act”.

1: 54: 48 PM

Ms. Brown continued to read froma statenent:
Page 76 Section 29, SHARED TAXES AND FEES
The only change we nmade was to add a colum in
subsection (a) to reflect the estimated anounts of the
six listed taxes for informational purposes.
Pages 76 - 77 Section 30, AMERICAN RECOVERY AND
REI NVESTMENT ACT OF 2009 and Section 31, RATIFI CATI ONS
OF SVALL AMOUNTS I N STATE ACCOUNTI NG SYSTEM
W made no changes to these sections
Page 77 Section 32, BUDGET RESERVE FUND
We made no change

Page 7 Section 33, LAPSE OF APPROPRI ATI ONS

The only change we made was to update section nunber
ref erences.

Page 77 Section 34, RETROACTIVITY
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W made no change.
Page 77 Section 35

We added this new effective date section applicable to
Section 30, Anmerican Recovery and Reinvestnent Act of
2 thousand 9 and Section 34, the Retroactivity section
as both take effect on June 30, 2013.

Page 77 Section 36
W made no change.
Page 77 Section 37

W nmade no change other than to update section nunber
references; the bill is effective July 1, 2013.

Representative Gara |ooked at agency summary general funds
and asked for further detail on the docunment. He asked how
the subconmittee operating budget nunber of $9.718 billion
had been conpiled; he wondered if federal funds were
i ncluded in the nunber.

M. Ecklund replied that four reports |abeled A through D
were included in nmenbers' packets (copy on file). Report A

pertained to the nunbers section of the bill and was
l[imted to general funds. Report B included the nunbers and
| anguage sections of the bill related to general funds.

Report C referred to the nunbers section for all funds.
Report D pertained to the nunbers and | anguage sections for
all funds. He pointed to statewide total of $9.718 billion
(Report D, page 7, House subconmttee colum), which
i ncluded all funds.

1: 58: 08 PM

Representative Gara asked for verification that the figure
represented a 2 percent reduction from the governor's
budget proposal and a $200 mllion increase from the prior
year's adj usted base.

M. Ecklund responded that the report pertained to nunbers
and | anguage for all funds and pointed to the colum titled
"Adj Base to Hse Subco"; the first total in the colum
showed that the budget was $158, 255,200 over the nunbers
and | anguage. He pointed to the |ast colum show ng a total
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of $67,959,200 less than the governor's anended budget
proposal (in all funds). Wen factoring in statewi de itens

including debt servi ce, fund capitalization, di rect
appropriations to retirenent, and special appropriations
the budget (for all funds, nunbers and |anguage) was

$193, 000, 000 above the adjusted base and $195, 000, 000 bel ow
t he governor's anmended budget proposal.

Representative W]Ison asked about a budget item that had
been renmoved and put into HB 74. M. Brown answered that
the item was a budget amendnent that had been on the
adm nistration's fiscal sumary totaling $125,000, 000, but
it had not been included in the |anguage of the bill. A
budget anmendnent had been submtted that the House Finance
Comm ttee did not adopt.

2: 00: 40 PM

Co-Chair Stoltze MOWED to ADOPT the proposed conmttee
substitute for HB 66, Wrk Draft 28-GH1797\C (Baily,
3/2/13). There being NO OBJECTION, it was so ordered.

Ms. Brown read from a statenent:

M. Co-Chair, now |I'I| describe the changes we made in
the Mental Health bill, HB 66. Before | get to the
| anguage, | need to nention the change nade on Page 11

in Section 4, CAPI TAL PROJECTS.

We renoved one of the seven nental health capital
projects fromthe bill: it was the Health and Soci al
Services project for WMH Deferred Mintenance and
Accessibility Inprovenents for $1 nillion dollars
General Fund/ Mental Health. In its version of the
Mental Health bill, the other body wll Iikely add
back that project and renove the six capital projects
we included, thus naking the all of the nmental health
capital projects subject to Conference Commttee.

Co-Chair Stoltze relayed that <creating a conference
committee on the budget was a common procedural practice.
He noted that the commttee was respectful of the budget
put forth by the Alaska Mental Health Trust Authority
(AVHTA). He furthered that the practice did not represent a
deliberate effort to excise a project fromthe budget.

Ms. Brown resuned reading froma statenent:

House Fi nance Conmmittee 14 03/04/13 1:32 P. M



M. Co-Chair, the |anguage sections begin on Page 14
Section 6, PURPOSE and Section 7, NONGENERAL FUND
RECEI PTS.

W& made no changes.

Pages 14 - 15 Section 8, SALARY AND BENEFIT
ADJUSTMENTS. I n subsection (a), as we did in HB 65,
we added a new bargaining unit agreement as paragraph
(8) for the Al aska Correctional Oficers Association.

W also nade the sane corrections in subsections ( c¢)
and (d): the phrase “appropriations made by this Act”
was changed to read “appropriations made in this Act”.
Page 16 Section 11

W added a new effective date section for the
reappropriation in section 9, making it effective June
30, 2013.

Page 16 Section 12

W changed the wording to reflect the addition of
section 11. This bill is also effective July 1, 2013.

2: 03: 33 PM

Co-Chair Austerman announced that the committee would hear
reports from subcommttee chairs.

Representative Holnes reviewed the budget highlights for
the Departnent of Admnistration (DOA). The budget totaled
$334, 745,400 including $84,609,200 wunrestricted genera
funds (UGF), $24, 285,900 designated general funds (DGF),
$222,056,600 in other funds, and $3,793,700 in federal
funds. The total anmount represented a decrease from the
governor's amended FY 14 request of $1,839,300 in genera
funds (GF); and an increase fromthe FY 14 adjusted base of
$1, 486,100 UG- and $312,500 DG-, and a decrease of
$1,200,000 in federal funds. The budget would also add
three tenporary positions.

Representative Hol nes communi cated that itens accepted from

the governor's proposed budget were a centralized
adm nistrative core services increase in the amount of
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$725,400; retirement and benefits through Adm nistrative
Services for consolidation and atom zation of processes in
the anount of $323,900 from the group benefits fund,

$380,700 from the Public Enployees' Retirenent System
(PERS) trust fund, $153,900 from Teachers' Retirenment
System (TRS), $3,900 from the Judicial Retirement System
(JRS) fund, and $12,600 from the National Guard and Nava

Mlitia Retirement System (NGNVRS) fund; approximtely
$1, 500,000 fromthe Goup Health and Life Benefits fund for
a new third-party admnistrator for the Al askaCare system

$465,900 in interagency receipts and $197,700 from the
public building fund to cover costs for space and services
provided to user agencies; $1,200,000 from the information
services fund and a decrease of $1,700,000 in federal

receipts for Enterprise Technology Services (ETS) in order
to elimnate uncoll ectable federal receipt authority and to
add additional receipt authority from other departnents.

Representative Hol nmes continued to discuss the DOA budget.
She relayed that $4,224,200 in interagency receipts had
been authorized for Ri sk Managenent due to escal ating costs
of property insurance premuns, nedical costs for Wrkers

Conmpensation, and litigation costs; the increnent would
allow the agency to cover costs wthout taking noney from
t he catastrophe fund.

2:07:50 PM

Representative Holnes comrunicated that an ETS increnent
totaling $1,500,000 UG had been restored for the Al aska
Land Mobile Radio (ALMR) program to pay for the 41 sites
the state had taken over from the federal governnent;
$500,000 of a $1,600,000 request for additional ALM
funding had been shifted to federal receipts from statutory
designated program receipts, $500,000 in interagency
receipts from the Departnment of Commerce, Community and
Econonmi ¢ Devel opment (DCCED) had been denied, and $600, 000
UGF had been deni ed.

Representative Holnmes relayed all three of the governor's
anendnents had been accepted. The first related to
centralized Adm nistrative Services retirenment and benefits
(as a result of the federal Patient Protection Affordable
Care Act there was a progressive fee on self-insured plans
to fund a research institute trust fund) in the anount of
$35,300 fromthe group benefit trust fund, $21,700 from the
PERS trust fund, and $8,000 from the TRS trust fund. An
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i ncrease had been added in the anmount of $93,300 from the
group benefit fund, $57,300 from the PERS trust fund, and
$21,000 from the TRS trust fund to handle workload and
managenment of the AlaskaCare plans. The third amendnent
added $187,500 in G- program receipts related to the

centralization of drivers' licenses and identification
cards.
2:10: 45 PM

Representative Holnmes conmunicated that a reduction of
$250,000 GF had been nmde for centralized admnistrative
services DOA | eases. She explained that the fund held noney
for a portion of the departnent's |ease paynents; $250, 000
GF had been taken from DOA state facilities rent, which
held the funding to pay costs associated with state owned
facilities; $204,300 G- had been elimnated from ETS
related to the agency's chargebacks; $4,400 G- had been
elimnated from risk nmanagenent; $7,300 GF for the Al aska
Ol and Gas Conservation Conmm ssion had been elimnated
(the program would be supported entirely by receipts);
$23,300 GF had been elinmnated from the Division of Mtor

Vehi cl es (DW)
2:12:49 PM

Vi ce-Chair Neuman asked whether DW col |l ected nore noney in
license and registration fees than was currently needed for
agency operati ons.

Representative Holnmes affirmed that DW returned above the
anount it needed to operate and stated that the agency was
funded entirely by noney it generat ed.

Co- Chai r Aust er man rem nded t he public t hat t he
subcomm ttee reports were posted on the Legislative Finance
D vision (LFD) website.

2:13: 45 PM

Representative Costell o addressed the recommendations from
the DCCED budget subcommttee. She comunicated that the
proposed budget totaled $129, 549,100 including $31, 161, 400
UG-, $41,503,000 DG, $39,831,000 in other funds, and
$17,043,700 in federal funds; the total represented a
reduction in GF from the governor's request of $1,375, 000
and the governor's recommended G- increase from the
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adjusted base of $15,417,200, the mgjority of which was
tourism marketing funding. Requests accepted by the
committee included $2,700,000 in statutorily designated
receipts to restore tourism marketing related third-party
receipts. She detailed that two accepted requests would
appear as a decrenent in the D vision of Admnistrative
Services including an Al cohol Beverage Control (ABC) Board

i ncr enment of $127,000 general program receipt for
adm ni strative support costs and $62,500 in G- program
receipts to maintain Departnent of Law (DCOL) |egal

assi stance. The total of $189,500 was decrenmented from the
Division Adm nistrative Services because the subconmmttee
believed the department should have the ability to accept
the increased cost resulting from the ABC Board transfer
fromthe Departnent of Public Safety (DPS) to DCCED

Representative Costello relayed that the subcommttee had
accepted the Alaska Industrial Developnent and Export
Authority (AIDEA) Sustainable Energy Transm ssion and
Supply (SETS) developnment in the anmount of $200,000 in
recei pt authority. A $500,000 receipt authority for Al DEA
had been accepted related to funding for consultants and
| egal counsel to plan and develop infrastructure projects.
Several nodifications to the governor's budget request had
been made including a reduction of $1,000,000 for tourism
mar keting funding and an accepted anmount of $15, 000, 000
UGF.

2:16:40 PM

Representative Costello shared that the commttee had
denied a $100,000 request from the ABC Board to replace
i nteragency receipts with G- program receipts to maintain
t he underage drinking enforcenent program She el aborated
that the item represented a |loss of federal funds and the
commttee had questioned whether it represented a core
service of state governnent. The comrittee restored the
Al aska Seaf ood Marketing Institute (ASM) funding to the FY
13 level of $4,500,000 in federal receipt authority and
$12,560,800 in GF program receipt authority; a decrement of
$1 mllion was also recommended to a $7,770,100 UG-
increnment in the |anguage section. Additionally, the
committee recomended a 10 percent reduction to the Al aska
Regi onal Devel opnment Organi zations (ARDORs) for a total of
$85,500 UG-. She restated an earlier coment that a
decrenent was taken from Administrative Services to offset
an ABC Board request for $189, 500 UGF
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Representati ve Costello comuni cat ed t hat after a
presentation by the Division of Business, Corporations and
Prof essional Licensing the subcommttee was recomending
that a report should be submtted to the |egislature by
Cctober 1, 2013 showing a six-year |ook-back of the
division. The goal was to provide nore transparency into
the division. The report should be provided in a tenplate
created by LFD that would include information about various
items such as revenues fromlicense fees and other sources,
expenditures by Iline item departnental and other cost
al l ocation plans, the nunmber of licenses, and carry-forward
bal ances.

2:19:25 PM

Representative Gara asked for verification that ASM
funding would be reduced from the prior year's funding of
$16 mllion down to $15 mllion. He asked if there was no
| onger a match requirement for the tourismindustry.

Representative Costello replied that the $2.7 mllion
receipt authority was the tourism industry match. She
explained that the $2.7 mllion would be added to the $15
mllion increment for a total of $17.7 million to fund the
mar ket i ng program as a whol e.

Representative Gara asked whether the $2.7 mllion receipt
authority was actual funds or in-kind (where the industry
took out its own advertisenents in publications).

Representative Costell o answered that the industry paid for
advertisement placenents; the departnment would accept the
$2.7 mllion. Representative Gara asked for verification
that the funding nechani sm counted. Representative Costello
answered in the affirmative.

2:20:49 PM

Representati ve Edgnon addr essed t he Depart ment of
Corrections (DOC) budget. He shared that the budget was
largely conprised of G- noney; the one change the
subcomittee had recomended was a G- switch of $2 million
UGF to expected receipts and federal receipts that had been
covered in Section 13 of HB 65. The subcommittee
recoomended a total budget of $332, 760,000 including
$296, 000, 000 UG-, $16 mllion DG-, $14,500,000 in other
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funds, and $5,300,000 in federal funds. The total was
$9, 800,000 in all funds above the adjusted base; $7, 700, 000
GF of the total represented a GF increase of 2.5 percent.
He noted that there was no change in position counts. The
subcomi ttee recomendati on would reduce UG- by $2 million
The only change from the governor's proposed anended budget
was to switch a $2 mllion increment from GF to federal
recei pts (the departnent had collected federal receipts in
the past several vyears and had over collected in the
process). He pointed out intent |anguage associated wth
the item

It is the intent of the legislature that the
Department of Corrections work with the Departnent of
Health and Soci al Services and interested |oca

parties to explore options that would address the
critical need for upgrades to the water supply system
at the Yukon- Kuskokwi m Correctional Center.

Vi ce-Chair Neuman wondered whet her the Goose Creek
Correctional Center would be fully funded. Representative
Edgnon replied that the subcommttee had not taken any
action on Goose Creek.

2:23: 56 PM

Representative WIson addressed the Department of Education
and Early Developnent (DEED) budget. The subcommttee
recoomended a total budget of $348, 232,700 including
$64, 119,400 UG-, $24, 308,800 DG, $26,006,500 in other
funds, and $233, 798,000 in federal funds. The committee had
approved a $158,400 core service rate increase request,
over $2,600,000 of the $5,900,000 request for digitization,
and $250, 000 of a $500,000 request for assessment contract
costs. She explained that the $250,000 that had not been
approved for contract assessnent costs was federal funds
that may not occur due to the federal sequestration. The
subcomi ttee approved a $320,000 request for a K-3rd grade
literacy project and $305,000 for a new dormtory
managenment contract at M. Edgecunmbe. A $100, 000 G- request
for rural transition services had been denied (she noted
the anmount had been additional). The commttee also denied
an $800,000 UGF request for Jobs for America's G aduates
and $480,000 for a Pre-K grant program Funding had been
reduced for Best Beginnings by $137,500 (the program
continued to be funded at $800,000), and Parents as
Teachers by $242,500 (the program continued to be funded at

House Fi nance Conmmittee 20 03/04/13 1:32 P. M



$800, 000). She furthered that one position had been renoved
in the anmpunt of $119,500. Unallocated UGF reductions of
$250, 000 had been made to the departnent and of $50,000 to
Teaching and Learning Support. She relayed that over $3
mllion out of a $9 million request had been approved [for
the Teaching and Learning Support allocation]. She noted
that Pre-K and Head Start prograns would receive over $30
mllion in federal funds. She furthered that Pre-K was in
public schools and had $12 nmillion in the Departnent of
Health and Social Services (DHSS). She relayed that the
subconm ttee would | ook at the progranms during the interim
to identify any inefficiencies.

2:26: 25 PM

Representative Gara asked if the $480,000 denied for Pre-K
grants was an increnment and not a reduction from the prior
year's budget.

Representative WIson replied that the request was a one-
time increment of $480,000 that would bring the program
back to $2 million in grants.

Representative Gara pointed to decrenents of $137,500 from
Best Begi nnings, $242,500 from Parents as Teachers, and
$119,500 for an early childhood education coordinator. He
asked if the decrenents were subtractions from the prior
year's budget.

Representative WIlson replied in the affirmative. She
el aborated that the education coordinator position had been

included in an initial $4 mllion request from Parents as
Teachers, over $2 nmillion of which had been denied by the
gover nor. She stated that there <continued to be a

significant amount of noney going into the prograns. The
subconmttee would |ook at the prograns nore over the
interimto ensure funds were utilized effectively.

Representative Mnoz thanked LFD, her staff, and the
department for their work on the budgets. She addressed the
Department of Environnental Conservation (DEC) budget. The
subconmittee recommended a total budget of $84,817,600
i ncluding $21, 784,500 UG-, $26, 895,200 DG, $11,199,200 in
ot her funds, and $24,938,700 in federal funds. There were
552 full-time positions and 7 part-tinme positions. She
rel ayed that the subconmittee accepted $175,000 UG-, which
represented half of an increnent request for an
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environnmental health drinking water allocation; the funding
woul d allow the agency to inplenent two new drinking water
rules under the federal Safe Drinking Water Act. The budget
al so included $271,500 ($7,000 DGF), which was half of an
increnent related to water quality to help the agency under
the Al aska Pollutant D scharge Elimnation System to assune
responsibility for oil and gas wastewater discharge
permtting from the U S. Environnmental Protection Agency.
The total approved increase was $453,500, representing half
of the governor's proposed $907, 000 i ncrease.

Representative Minoz discussed three issues that were
highlighted in the budget process including tsunam

response, the Gl and Hazardous Substance Rel ease
Prevention and Response Fund, and cruise ship discharge
reporting requirenents. She relayed there had been

consi derabl e discussion on debris cleanup efforts related
to the [2011 Japanese] tsunam . She furthered that DEC had
conmm ssioned an aerial survey of the Al aska coastline in
2012, which had identified seven «collector beaches
statewide wth serious inpacts of tsunam debris from
Japan. The subcommttee supported the governor's anendnent
to the supplenental budget for $1 mllion in receipt
authority from the Japanese governnent; however , it
believed the funding would not adequately address the
problem She encouraged the comittee to support the
governor's receipt authority recomendation and to match
the funds with a capital budget G- increnent.

2:32: 08 PM

Representative Minoz stated the second concern related to
the G and Hazardous Substance Release Prevention and
Response Fund. The fund was anticipated to be in deficit by
FY 15 and would require approximately $5 [mllion] in
additional funding to enable the current |evel of service
to continue. The subconmittee recommended that the House
Finance Commttee include intent |anguage encouraging the
O fice of Mnagenent and Budget to provide reconmendations
to the legislature on statutory changes that would result
in the fund's solvency. The third area of discussion
rel ated to crui se ship di schar ge reporting; t he
subconmittee felt that it was inportant to direct DEC to
make current information available on its website to the
extent possible regarding cruise ship mxing zones and
di scharge | ocations in Southeast.
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2:33:48 PM

Co-Chair Stoltze gave a review of the subcommttee
recommendations for the Departnment of Fish and Ganme (DFGQ.
He comunicated his intent to work with Co-Chair Austerman
and others on issues related to DFG nmanagenent. He noted
that the length of session stopped him from proceeding with

i deas t hat woul d | ead to a nor e constitutiona
adm ni stration of foll ow ng sustainability mandat es
(especially for fisheries resources). He comented on

decreased federal funds and referred to a legislative
briefing from Alaska's U S. Senator Mark Begi ch that deeper
reducti ons were expected. He stated that the subconmttee
had taken a cautious approach towards the replacenent of
federal funds with general funds. He believed nore caution
woul d need to be exercised in the future.

Co- Chai r Stoltze relayed that the subcommttee had
i ncreased the DFG budget by $2.327 million from the prior
year and had denied increases of $1.716 mllion. He
continued that a $300,000 DG test fisheries receipt
authority request had been accepted for Bering Sea Al eutian
crab fisheries. The budget also included $175,000 UG- for a
Tanana sonar project, $155,000 UG to fund part-tine
positions for the Susitna drainage sockeye project (the
project had previously been operated by the Cook Inlet
Aquacul ture Association), $437,000 for core service costs,
and $185,000 for nonitoring conpliance related to the
former coastal zone nanagenent program He discussed that
sal nron assessnments for the Karluk, Chignik, Nelson, and
Bear Rivers had been slightly reduced.

2: 38: 08 PM

Co-Chair Stoltze conmunicated that DFG was |ooking at an
issue where the subconmttee wmy not have nmaxim zed
mat chi ng of the Pittnman-Robertson Act funds [al so known as
the Federal Aid in Wldlife Restoration Act]; the total was
$2.5 mllion. He believed the subcommittee had nade the
correct deci si on, but not ed t hat per haps further
i nformation woul d reveal sonet hi ng different. The
subconmittee denied a request of $550,000 for a Sockeye
sal non identification program and bionetrician on Chinook
issues (predominately in Southeast); the subconmttee
deferred the issue to the overall Chinook assessnent issue
t hroughout the state through the capital budget. A $130, 000
request for the North Slope bear renoval / Muskox enhancenent
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program had been denied, $140,000 had been denied for a
repl acenent of DFG funds with G-. Additionally, there was
an agency-w de unal |l ocated reduction of 5 percent totaling
$316,500 that would be absorbed in travel and other
internal actions. He communi cated that the governor had not
proposed any anmendnents to his original budget.

2:40: 31 PM

Vi ce-Chair Neuman pointed to the extensive work that had
been done on the DHSS budget. The subconmm ttee reconmended
a total budget of $2,641,783,300 including $1, 228, 636,800
billion UG $71, 751,600 DG-, $94,537,200 in other funds,
and $1, 246,828,200 in federal funds. The subconmttee
recomrended authorizing $1, 304,018,400 G- for 3,679 total
positions including 3,502 full-tine, 64 part-time, and 113
tenporary positions, which was equal to the governor's
anended FY 14 budget. He remarked that the conmittee had
worked to stay out of core service areas. The subconmttee
recommended a total increase of $15,310,600 UG and a
decrease of $2,368,800 DG for a total G change of
$12, 941, 800.

Vi ce-Chair Neunman stated that the change from the adjusted
base totaled $30,035,200 including a decrease of $918, 050
in other funds and $18, 011,900 in federal funds. He rel ayed
that 80 increnents had been submtted to the subconmttee;
7 of the 80 increnents had been denied. He detailed that
the 7 increnments totaled $5,129,000 ($%$4,279,000 UGF,
$850, 000 GF nental health) and included 2 from Behavi oral
Health, 2 from Children's Services, 1 from Juvenile
Justice, 1 from Public Assistance, and 1 from Senior and
Disability Services.

2:44:19 PM

Vi ce-Chair Neunman pointed to budget analysis sheets (page
7, lines 103 through 104), which showed unall ocated
reductions totaling $16,737,060 UGF. He spoke to a
Behavi oral Health reduction of $8,368,800 UG- in Medicaid
services and explained that the item had been placed in the
budget in FY 13 for DHSS to | ook at self-applying the item
He elaborated that DHSS took a $25 mllion decrease in
Medicaid services in the governor's FY 14 suppl enental
budget; the $8, 368,800 represented less than half of the
governor's proposed reduction.
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Vi ce- Chair Neunman spoke to recommended nodifications to the
governor's request including $75,000 for the Bureau of
Vital Statistics to replace lost revenue from issuing
paperwork related to deceased veterans. He pointed to the

budget analysis sheets (page 6, lines 91 through 94) that
illustrated tobacco education and cessation funding
decrenents; in order to provide a nore sustainable fund
bal ance, the subcomittee renoved $2,237,400 of the
governor's $10 mllion request including $279,400 in
chroni ¢ di sease prevention and health pronotion, $1,746, 400
from the Tobacco Prevention Council, and $191,700 in

Medi cai d servi ces.

Vice-Chair Neuman relayed that a cap had been placed on
grantees’ admnistrative costs; the subcommttee added
| anguage "all Departnent of Health and Social Services
grantees nmay spend for admnistrative costs no nore than 15
percent of the grant award." He explained the goal was to
have grant noney reach recipients as nuch as possible; the
subconm ttee had worked to equally distribute cuts. He
observed that the state was |ooking at a budget shortfall
in excess of $920 mllion. The budget structure change had
created a new performance bonuses allocation in the
departnental support services appropriation and $3.993
mllion in unrestricted federal recei pts had been
appropri ated for t he Children's Heal t h | nsur ance
Reaut hori zati on program

Vice-Chair Neuman comunicated that the subconmittee had
funded all nine of the governor's budget anendnents in
full. Addi tionally, the subconmttee recommended the
removal of open-ended |anguage for the energy assistance
program He pointed to additional reports included in
menbers' packets (copy on file).

2:49: 00 PM

Representative Gara pointed to an $8 nllion cut to
subst ance abuse treatnent that would be covered in FY 14 by
one-tinme funding. He asked for verification that the $8
mllion would not reoccur in the follow ng year.

Vice-Chair Neuman replied in the affirmative.
Representative WIson addressed the Departnent of Labor and

Wor kf orce Devel opnment (DLWD) subcomm ttee reconmendati ons.
The subcommittee recommended a total budget of $189, 425, 800
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i ncluding $34,570,800 UG-, $33,696,400 DG, $22,879,800 in
ot her funds, and $98,778,800 in federal funds. There were
928 positions within the departnent. She relayed that the
department had cone to the subconmittee with a significant
increase in |ease costs; therefore, out of a $984,500
i ncrease the subcommittee had approved $492,200. A request
of $100,000 for the expansion of independent living grants
had been denied, given a $200,000 increase the previous
year. A $200,000 UGF request for the Al aska Vocational
Technical Center (AVIEC) had been denied; the request
represented an increase and the subcomm ttee requested that
the center to generate the noney through tuition increases.
Funding had been reduced by $500,000 for the Statew de
Training and Enploynent Program (STEP) funding in the
busi ness part ner shi ps busi ness component ; DW.D was
currently spending nore STEP funding than it was bringing
in. Over $7.8 mllion in STEP funding was renmaining in
busi ness servi ces.

2:51: 10 PM

Representati ve Hol nes di scussed the Departnent of Law (DOL)
budget. The subcomrittee recomended a total budget of
$92, 358,300 including $59, 306,500 UG-, $2,698,700 DGF
$28,332,700 in other funds, and $1,966,400 in federal
funds. The total represented a decrease $3,755, 000 G- and
$100,000 in other funds from the governor's FY 14 request;
however, it represented an increase fromthe FY 14 adjusted
base in the amount of $3,867,600 UG-, $772,800 in other
funds, and in two new full-tinme positions. The subcommittee
recomrended repl acing $250,000 in uncol |l ectabl e interagency
receipts with $250,000 UG- to fund a new attorney in the
first judicial district (Juneau had not seen a new position
i n many decades).

Representative Holnes relayed that the subcommittee had
approved $140,000 in the Crimnal Division for the fourth
judicial district to hire a victim witness paralegal in
Bet hel given high casel oads. Additionally, $140,000 UG- had
been approved for the hire of a child protection paral ega

in Fairbanks; the office had been pulling paralega

resources from other jurisdictions and using attorney tine
to make up caseloads. An $80,000 one-tinme increnment had
been approved for the Crimnal Justice Litigation Division
in order to inplenent a victiminformation and notification
system which would provide automatic notification for
victins of changes in trial schedules and other; the system
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shoul d provide better services to victinse and w tnesses and
free up paralegal time. She communicated that $100,000 in
statutory designated program receipts out of a $200,000
request for the Commercial and Fair Businesses Section of
the Crimnal D vision had been approved to hire outside
investigative services for consuner protection; the one-
time funding was derived from noney earmarked for consuner
protection and would allow the section to contract out
i nvestigative services to help with scanm ng operations and
other. Additionally, $1 mllion UG had been authorized for

the Gvil Division, Ol, Gas and Mning Section as a one-
time increnent for gas pipeline work (the total request had
been $2 mllion). A one-tine $2 nmillion increnent had been

approved for work related to mgjor oil and gas litigation
(the total request had been $4 nmillion). She shared that a
substantial amunt of the work on the Trans-Al aska Pipeline
System (TAPS) case was set to wind up by the beginning of
FY 14 and with the settlenent of the BP corrosion case the
subconm ttee hoped the departnent could operate with fewer
funds due to the reduced nunber of |arge cases.

Representative Holnes discussed that the subcommttee had
aut hori zed $107,300 UGF for core services provided by DOA.
She relayed that $91, 200 UG- had been added to fully fund a
| anguage interpreter position for the third judicial
district and a cold case prosecutor position in the
Crimnal Appeals Special Litigation Unit. A total of
$906, 900 in interagency receipt authority had been approved
for wunbudgeted reinbursable service agreenents wth DHSS,
DOR, DCCED, DPS, and DQA.

2:56: 37 PM

Representative Holnmes stated that the subcommttee had
denied a $225,000 UG- request for a new crimnal attorney
position in Juneau; a new crimnal attorney had begun in
the past year. A $225,000 request had been denied for a
prosecuting attorney for Bethel; the budget added a
paral egal in the comunity, which would address a greater
need. The subcommittee denied $225,000 UG- for a new
prosecuting attorney in Fairbanks and a $100,000 UG-
request for mtochondria and Y-chronbosone DNA testing in
crimnal justice litigation (the funds would have replaced
a federal grant). She elaborated that the departnent woul d
need to operate with existing funding until the state crine
lab that was currently undergoing certification took over
sone of the testing in the future.
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2:57:45 PM

Representati ve Thonpson addr essed t he subconmi ttee
recomendations for the Departnent of MIlitary and Veterans
Affairs (DWA). He relayed that the subcommttee had net
five times and had discussed mssions and nmeasures,
budget s, and the departnent's ten-year pl an. The
subconmm ttee had accepted the governor's anended proposal
with several adjustnments. A request for $300,000 to cover
base realignnment and closure inpact under the Ofice of the
Comm ssi oner was changed to a tenporary five-year
increnent; the item would be reviewed again in 2018. He
di scussed that a $170,000 request had been reduced to
$120,000 for Honeland Security and Enmergency Mnagemnent
(new generators currently wuld not require as nuch
mai nt enance as they would in years to conme). A $150, 000
increase for veterans' outreach had been denied. He noted
that veterans' outreach had been successful to date wth
exi sting funding. A $75,000 request for cenetery
mai nt enance had been denied for the Interior as the nopney
had not been acquired to purchase land for the cenetery.

Representative Thonpson communicated that an $8 mllion
Al aska Aerospace Corporation request had been reduced by $3
mllion. The subcommittee had denied $80,000 for Nationa
Guard education benefits (over $400,000 went to the
university system to cover education of National Guard
nmenbers). An Air Quard facility nmaintenance Star base
increment of $85,000 had been reduced by $50,000 (the
program had received $45,000 nore in federal funds than
were expected). He relayed that the total reductions
equal ed $3, 405, 000.

3:00: 53 PM

Representative Costello |ooked at recommendations from the
Department of Natural Resources (DNR) subcommttee. The
subconmittee reconmended a total budget of $158, 826,300
i ncluding $78,916,900 UG-, $25,649,500 DG, $40,325,800 in
ot her funds, and $13,934,100 in federal funds. The tota
represented a reduction of $2,276,000 and the elimnation
of nine tenporary positions from the governor's proposed
budget; the total was an increase of $2,900,300 G- fromthe
adj usted base. The subcommttee accepted several one-tine
increments including $1,000,000 in statutory designated
program receipts for the Ofice of Project Mnagenent and
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Permitting for permtting coordination, $1,290,000 UG- to
restore gas pipeline project office staff and operations,
and $1,150,000 UG- to restore the gas pipeline project
office contractors and consultants. Additionally, the
subcommi ttee approved a funding source change of $555, 700
DGF to UG- for adm nistrative services information resource
managenent in the Land Disposal |ncone Fund. A $350, 000 UGF
increment had been approved for the Division of M ning,
Land and Water for the navigable and public waters research
and assertion of states' access rights. She el aborated that
the increment would enable the state to assert its
ownership on subnerged |ands beneath navigable waters. The
subcomittee recommended noving $300,000 UG- to an open-
ended | anguage section appropriation for the Ol and Gas
Division related to the arbitration of oil and gas royalty
I Ssues.

Representati ve Costello conti nued with subconmi ttee
recommendations. The subconmmttee recomended a |anguage
section appropriation capped at $600,000 for the G and
Gas Division and the Alaska Gasline |Inducenent Act
commercial nonitor and adviser. A $125,000 UG- increnent
had been denied for the Division of Mning, Land and \Water
for the restoration of the @iide Concession Program
devel opnment. Additionally, $450,000 UG- had been denied for
the Quide Concession Program inplenentation; $120,000 UGF
for the program developnment had also been denied. She
communi cated that the subcommittee believed the program
should be a policy <call introduced in the form of
| egi sl ati on.

3:04:46 PM

Representati ve Costello rel ayed t he subconm ttee's
recommendation to nove a $500,000 UGF increment into the
| anguage section for the GOl and Gas Division related to
the arbitration of o0il and gas royalty issues. The
subcomittee denied a $181,000 UG- request for the
continuation of the Farmto School Program

Co-Chair Stoltze noted that he and Representative Costello
had both spoken with the comm ssioner of DNR He renmarked
that the departnment needed to be proactive. He referred to
hi storical occurrences related to the current situation.

3:06:14 PM
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Representative Edgnon addressed DPS recomendations. The
subcomm ttee recomended a total budget of $204, 051, 000
i ncluding $171, 000,000 UG-, $6,400,000 DG~ $15, 300,000 in
ot her  funds, and $10,800,000 in federal funds. The
subcomm ttee recommended an increase of 4.1 percent above
t he adjusted base. The increase included $2,300,000 in all
funds (including 15 new full-tine positions); the total GF

increase was $7 million, which included the backfilling of
federal funds for the Bureau of H ghway Patrol positions of
$4, 200,000 million. The total represented a decrease from

t he governor's proposed budget of $5,400,000 G- and 6 full-
time state trooper positions. The subcomrttee recommended
a decrease of $1,390,000 for new troopers, which would
enable the department to hire 15 troopers out of the 21
positions proposed by the governor. He noted that the
departnment currently had 386 out of 409 trooper positions
filled.

Representative Edgnon stated that the subcommttee denied
replacing $1,090,000 in federal Bureau of Hi ghway Patrol
funds and recomended that DPS |ook for other funding
options for the item The subconmttee recomended funding
5 of the 15 Village Public Safety Oficer (VPSO positions
proposed by the governor. He relayed that currently 93 out
of 116 authorized VPSSO positions had been filled.
Additionally, a $563,000 reduction had been nade to
di spatch services; the subcommttee recomended that DPS
conduct an analysis to determne whether contracting
di spatch services was nore economcal and reliable than
using its internal enployees. A reduction of $350,000 to
the Council of Donestic Violence and Sexual Assault (CDVSA)
was recomended, which would cut the CDVSA coordination
program and $50,000 for coaching boys-to-nen. Lastly, the
subcomi ttee recommended a $250,000 G- reduction to trooper
housing and an authorization of $500,000 in G- program
receipts.

3:09:49 PM

Representative Gara asked if funding was available for
current VPSO positions that were vacant. Representative
Edgnmon replied in the affirmative. He relayed that funding
5 of the additional 15 VPSO positions proposed by the
governor for FY 14 had been a difficult decision, but he
noted that there were 23 vacant existing positions. He
referred to high turnover rates and the subconmittee's
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recommendation for exit interviews to determ ne reasons for
departure.

Representative Gara asked if there was flexibility to
transfer open VPSO positions to other areas if they were
difficult to fill in specific communities. Representative
Edgnon replied that the program was adm nistered by various
nonprofits and the Northwest Arctic Borough; the individua
positions were not allocated by to specific comunities,
but noney was designated for specific nonprofit agencies
(with the exception of the Northwest Arctic Borough).

Co-Chair Austerman clarified that a nonprofit such as a
Native corporation only received the funding when a
position had been filled.

Representative Gara pointed to $350,000 that had been
denied for CDVSA and a coaching boys-to-nmen program He
queried the role of the CDVSA coordi nation program

Representative Edgnon answered that nuch of CDVSA' s work
was coordination wth state agencies and entities
t hroughout the state. There had been a prevention
coordi nator position for the past couple of years, which
had hel ped with outreach services and with itens related to
t he governor's Choose Respect canpaign. The conmittee felt
that the council and the boys-to-nen program could
wi t hstand the cuts.

3:14: 21 PM

Representati ve Thonpson addressed the Departnment of Revenue
(DOR) subcommittee. The subconmittee recommended a total
budget of $349, 360, 100 i ncl udi ng $31, 900, 000 UG-
$9, 650, 000 DGF, $230, 859, 500 in ot her f unds, and
$76, 950,600 in federal funds. He relayed that the commttee
net seven tines with the departnent. The subconmittee
denied increnments under the tax division of $148,000 for
the film office executive director position; $172,300 for
the oil and gas auditor position, the audit naster position
had been partially funded, and excess funding had been
removed; and a reduction of $200,000 had been nade rel ated
to funding transferred from services to personnel services.
A capital outlay increnent to Child Support Services had
been reduced by $35,000. The total reduction to the
governor's proposed anended budget was $582,700. The
subcommittee's recomendation included an increase of
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$1, 981, 100. All ot her governor's requests had Dbeen
accept ed.

3:16: 31 PM

Vi ce-Chair Neuman provided highlights of the Departnent of
Transportation and Public Facilities (DOT) budget. The
subcomm ttee recomended a total budget of $625, 784,200
including $281, 264,900 UG-, $68, 251,900 DGF, $272,422, 800
in other funds, and $3,844,600 in federal funds. The
subcommi ttee recommended a reduction of $2,897,900 fromthe
FY 14 adjusted base, which put the budget $495,200 bel ow
the FY 13 nmmnagenent plan and $9,113,900 below the
governor's $8,618, 700 FY 14 anmended budget. He rel ayed t hat
the reductions were $9.1 mllion UG- and $760, 000 DG-.

Vice-Chair Neuman pointed to reductions including $55, 000
for storm water conpliance, $166,800 for operating costs
for new Central region facilities, $350,000 for expanded
Mat - Su  mai nt enance services, $469,600 for the airport
deicing chem cals, $132,500 for rural airport maintenance
contracts, and $2,580,700 for state equipnent fleet
i ncreases. The subcommttee recommended a reduction in the
current mai nt enance levels on the nunicipal owned,
departnent maintained roads with the intent of conpletely
elimnating the road nmaintenance in FY 15 as follows:
$1, 300,000 to aviation in the Central region, $500,000 to
northern highways and aviation, and $60,000 to Southeast
hi ghways and aviation. He explained that the roads were
currently mai nt ai ned by DA, but wer e owned by
muni ci palities. He listed reductions to the Alaska Marine
Hi ghway System (AVHS) including $2,101,000 UG- and $760, 000
DG for marine vessel operations and $1,400,000 UG- for
vessel fuel . He detailed that the subconmmttee had
endeavored to nake reductions to sonme of the nost
unecononi cal ferry routes.

3:20: 32 PM

Vice-Chair Neunman read intent |anguage reconmended by the
subconmittee: "it is the intent of the legislature for the
departnment to evaluate the inpacts of instituting a |anding
fee at state owned and operated primary FAA certificated
airports and to provide a report to the 28th |egislature by
January 15, 2014." He pointed to state funded airport
landing fees (e.g. Deadhorse) that the |egislature would
evaluate. He stated that it was the intent for the
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| egislature to elimnate any future issuing of free annua
passes to vehicles or departnents for enployees, retirees,
and famlies on AVHS. He believed the cost was over $1
mllion to the state. He continued that it was the intent
of the legislature for the departnment to seek efficiencies
and cost reductions in FY 14. He noted the savings would be
considered a carry-forward in the FY 15 operating budget to
i ncrease efficiencies.

3:21:59 PM

Representati ve Kawasaki wondered why the state nmaintained
city or municipal roads. Vice-Chair Neuman guessed that the
mai nt enance was done based on political pressure. He added
that with reductions in state revenue, it would not be
possi ble to continue the practice.

Representati ve Kawasaki pointed to a potential circunstance
where a nunicipality could not afford a blade for a piece
of equipnent. He wondered if it would be possible for the
state to charge nunicipalities for the maintenance
servi ces.

Vice-Chair Neuman replied that the state participated in
shared services with nmunicipalities for efficiencies.

Co- Chair Austerman believed the issue was nore prevalent in
rural areas due to interrelations between nunicipalities
and the state on road mai nt enance.

Co-Chair Stoltze pointed to Anchorage as an exanple and
observed that there were efficiencies for naintaining areas
that were contiguous. He relayed that that there was a
formalized agreenent in Anchorage between the state and
muni cipality and surmsed that simlar agreenents existed
in other nunicipalities as well.

Vice-Chair Neunman noted that reductions had been split
evenly throughout the state.

3:24:40 PM

Representative Munoz thanked University of Al aska staff for
their help in +the budget process. The subcommittee
recoomended a total budget of $945,199,600 i ncluding
$366, 413,600 UG- (the renainder was conprised of DGF
federal, and other funds). The university system enpl oyed
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4,727 permanent positions and 222 part-time positions. The
subconmttee accepted the governor's amended budget
proposal including funding for contractual salary and
health increases and recomended reverting to a single
appropriation to allow increased flexibility in the
all ocation of resources within the university canpuses. She
hi ghl i ght ed recommended adj ust nment s made by t he
subcomm ttee. The subconmttee reconmended an unall ocated
increment of $407,800 UGF and $50,000 in nmental health
f unds; the systemwide allocation would allow the
university to distribute the funds at its discretion. The
budget included base funding of $250,000 G- for the
Institute of Social and Econonmic Research (ISER) education
policy study (the two-year study occurred in FY 13 and FY
14).

Representative Moz comunicated that the subcommttee
recommendations resulted in a $2,409,200 UGF reduction to
the governor's anended proposed budget. She shared her
intent to bring an anendnent to the House Finance Conmttee
to address a hollow receipt issue that had been discussed
by the commttee in the past; the subconmmttee recommended
a reduction of $40 mllion in hollow receipt authority. She
el aborated that the individual canpus line items were
artificially inflated to account for the hollow receipt
authority, which made it difficult to determ ne where the
noney was all ocated across the system

3:27:37 PM

Representative Gara pointed to a denied $2.3 nillion
increnent for the University of Alaska Fairbanks Life
Sciences facility operating costs. He wondered if the
subconm ttee intended for the wuniversity to absorb the
cost s.

Representative Minoz replied that the total increment was
$6 mllion (approximately 50 percent UG- and 50 percent
DGF). She expounded that the subcommttee's direction to go
to a single appropriation would allow the university the
flexibility to determ ne where it would nmake the reduction.
She rel ayed t hat t here had been seven Separate
appropriations in the past, which made it difficult to nove
savings from canpus to canmpus. She expressed confidence
that the flexibility would allow the university to |ocate
savi ngs.
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Representative Gara thought the governor had approxi mately
$2.4 mllion in GF increment requests; however, there
appeared to be a $16 mllion difference between the FY 13
and FY 14 budgets.

Representative Minoz responded that the actual allocation
was about $8 mllion DG (university receipts) and $8
mllion in G the majority of the total (over $12 million)
was allocated to the health and sal ary adjustnents.

Representative Gara asked if there had been a $16 mllion
i ncrease. Representative Minoz answered that the increase
was roughly $16 million (half of which was tuition).

3:29:57 PM

Co-Chair Stoltze provided the highlights for the Al aska
Court System He relayed that the governor's requested
increase was close to $4.5 nmllion; of which, the
subconmi ttee approved increases of just under $2.7 mllion.
He pointed to a large increment for a judicial official in
western Alaska with an ocular disability. He noted that
associated costs were high due to the location and | ack of
resources. He stated that the item would be net as a
suppl enental budget increase as well. He remarked that the
increnent had probably tied the hands of the subconmittee
related to its approval of other increnents.

Co-Chair Stoltze discussed that $513,800 UG- had been
accepted for facility overhead costs. Additionally, the
subcommittee had ratified $605,200 in Mental Health Trust
Aut hority receipts for therapeutic courts. He relayed that
a $40,000 appropriation for the Fairbanks 24/7 sobriety
program had been nodified as a one-tine increnent. He
shared that a $456,800 increnment for Anerican Disability
Act accomopdati ons had been broken into a $300, 000 ongoi ng
increment and a $56, 800 one-tine increment for supplies and
necessary equipnent. He stated that the subconmittee did
not fully fund an increase for office rent and parking for
the Alaska Judicial Council and a reduction of close to
$176, 000 had been made to a request for bandw dth increase.
The subcommittee had funded $123,300 out of a $177,500
requested increase for facility |leases. He detailed that
during work wth staff it had been determned that a
facility in Unal akleet was not ready for funding, which
al l owed the delay of $54,200 in FY 14.
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3:36:24 PM

Co-Chair Stoltze pointed to a cautious approach of
replacing federal funds and relayed that a general fund
request for the therapeutic courts had been denied, but
$689, 000 receipt authority had been retained. He believed
the item had originally been funded by the nmandatory seat
belt law, but funds were no |onger available. He comrented
that it was one of the continuing tough decisions the
| egislature would have to nake related to the replacenent
of federal funds. He remarked on the legislature's
bi cameral process. He relayed that the subconmttee had
denied the advertising budget for the Alaska Judicial
Counci | ; he noted the funding conponent had been
controversial. He stated that noney used to advocate for
the retention and recruitnent of judges had been renoved

He read from a letter of i nt ent offered by the
subcommi tt ee:

It is the intent of the legislature that the
| egislative commttees may assist the Alaska Judicia
Council in public outreach throughout the comunities

of Alaska through the facilitation of public neetings
and outreach to augnment the Alaska Judicial Council's
work on all activities including selection and
retention of judicial officials. This support may
include office space, video and telecommunications,
and any other acconmmodations deened reasonable by
conmttee chairs. The chairs may expend funds in
assi sting non-advocacy public outreach.

Co-Chair Stoltze furthered that outreach would include
informng the public of elections or other. He noted that
the legislature had numerous facilities that were not used
year-round. He relayed that the non-advocacy piece of the
intent | anguage was inportant to him

3:40: 36 PM

Representative Gara pointed to the loss of $689,000 in
federal funds for wellness courts. He asked for the anount
of funding remaining for the wellness courts.

Co-Chair Stoltze did not have the information
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M. Ecklund pointed to page 40 of the budget bill and
relayed that it included $2,794,900 for therapeutic courts.

Co-Chair Austerman reported on the Ofice of the Governor
budget. The subcommttee recomended a total budget of
$29, 606, 500 i ncluding $28, 881, 700 UG, $4,900 DGR, $521, 700
in other funds, and $198,200 in federal funds. He
communi cated that because the budget was flat conpared to
the prior year the only change was to designate a $3
mllion request for donestic violence and sexual assault as
a one-time item He pointed to a $250,000 increnent for the
redistricting board costs in the supplenental FY 13 and
$1,750,000 in the anended FY 14 budget; the subcommittee
el ected to conbine both amounts in the supplenental FY 13
budget .

3:43: 45 PM

Co-Chair Austerman addressed the Legislature budget. He
relayed that sonme fiscal inpact and zero fiscal i npact
changes had been made to the budget. The subconmttee
approved a total budget of $71, 527, 000 i ncl udi ng
$71, 052,600 UG-, $71,400 DG-, $403,000 in other funds, and
zero f eder al f unds. Based on Legi sl ative Counci
recommendati ons the subcomittee had added $100 in the
| egislative audit for information technology center. Nearly
$2 mllion in space costs had been consolidated from
several allocations into the facilities rent allocation.
Expenses for the Legislative Finance D vision had been
reduced to be evenly split between House and Senate
committees in the anount of $250,000. Conmittee expenses
had been reduced by $350,000 and the Commi ssion on the
100th Anniversary of the Legislature funding had been
reduced by $25,000, given that it was close to conpletion
Sessi on expenses that had been allocated to the Legislative
Counci | appropriation were nmved to the legislative
operating budget appropri ation. The subconmittee had
transferred to the legislative state facilities rent
allocation from the Budget and Audit appropriation to the
Legi sl ative Counci | appropri ation. Expenses in t he
Legi sl ati ve Finance Division had been reduced by $1 mllion
to be split between House and Senate commttees; committee
expenses were reduced by $800,000 and by $200,000 in
council and subconmttees. The actions brought the FY 14
budget to $2,200,000 mllion below the FY 13 nmanagenent
pl an and $2, 537, 700 bel ow t he governor's FY 14 budget.
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3:46: 47 PM

Co- Chair Austerman di scussed the schedule for the follow ng
day.

HB 65 was HEARD and HELD in commttee for further
consi derati on.

HB 66 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNVENT

3:48: 06 PM

The neeting was adjourned at 3:48 p. m
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