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HB 66 APPROP: MENTAL HEALTH BUDGET

CSHB 66( FIN) was REPORTED out of commttee with a
"do pass" reconmendati on.

[ Note: The neeting was recessed until 9:00 a.m
on March 14, 2013 and CSHB 66(FIN) reported out
of commttee at that time. See March 14, 2013
m nutes for detail.]

#hb65
#hb66
HOUSE BI LL NO. 65

"An Act neking appropriations for the operating and
| oan program expenses of state governnment and for
certain pr ogr ans, capitalizing funds, anmendi ng
appropri ations, and naking reappropriations; and
providing for an effective date."

HOUSE BI LL NO. 66

"An Act neking 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."

2:25: 37 PM

Co-Chair Austerman discussed that the commttee would hear
operating and nental health budget anmendnents during the
nmeeting. He shared his intent to incorporate anendnents
into a CS that would be heard the follow ng norning at 9:00
a.m He anticipated reporting the bill from commttee
during the mneeting.

Co-Chair Stoltze asked if staff would present technical
expl anat i ons. Co- Chai r Aust er man responded in t he
affirmati ve.

2:27:38 PM

Co-Chair Austerman pointed to Amendnent 1 that was a
conbi nation of technical amendnents to the |egislation:

OFFERED BY: Represent ati ve Auster man
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Part A

DEPARTMENT: Adm ni stration

APPROPRI ATI ON: Vi ol ent Crines Conpensat i on Board
ALLOCATI ON: Vi ol ent Crines Conpensation Board
DELETE: $300, 000 Crine Victim Conpensation Fund
(1220)

EXPLANATI ON: This anmendnment nore closely aligns the
expenditure authorization of the Violent Crinmes
Conmpensation Board to the anticipated funds avail able
in the Crinme VictimConpensation Fund.

Part B

DEPARTMENT: Conmmer ce, Comuni ty and Econom ¢
Devel opnent

APPROPRI ATI ON: Al coholic Bever age Cont r ol Board
ALLOCATI ON: Al cohol i ¢ Beverage Control Board

ADD: $5, 400, Ceneral Fund Program Receipts
(1005)

DELETE: $5, 400, Unrestricted Gener al Fund

Recei pts (1004)

EXPLANATI ON: The Al coholic Beverage Control (ABQC)
Board's budget is primarily program receipts. In FY
12, funding was transferred to the ABC Board from the
Departnment of Administration for ETS/ EPR Chargebacks
and for Ofice of Admnistrative Hearings. This
anendnent replaces all UG in the allocation wth
CGeneral Fund Program Recei pts.

Part C

DEPARTMENT: Commer ce, Comuni ty and Economi ¢
Devel opnent

APPROPRI ATI ON: Al aska | ndustri al Devel opnent and
Export Authority

ALLOCATI ON: Al aska | ndustri al Devel opnent and
Export Authority

ADD: $9, 300, Al aska Industrial Devel opment &
Export Authority Receipts (1102)

DELETE: $9, 300, Unrestricted Cener al Fund
Recei pts (1004)

Part D

DEPARTMENT: Corrections

APPROPRI ATION: I nnate Health Care
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ALLOCATI ON: Behavi oral Health Care

DELETE: $260. 0 MHTAAR (1092) IncMtransaction
ADD: $260.0 MHT AAR (1092) IncT transaction
with a funding date range of FY14-FY16

EXPLANATI ON: The  Mental Health  Trust Aut hority
provided an end date of FY16 for this item A tenporary
increnment (IncT) transaction is nore appropriate when
funding is added to the base for a specified tine

peri od.

Part E

DEPARTMENT: Educati on and Early Devel opnent
APPROPRI ATI ON:  Teachi ng and Lear ni ng Suppor t
ALLOCATI ON: Teacher Certification

ADD: $10, 200, Ceneral Fund Program Receipts
(1005)

DELETE: $10, 200, Unrestricted Gener al Fund

Recei pts (1004)

EXPLANATI ON: The Teacher Certification budget is
primarily program receipts. Starting in FYO08,
transfers and salary adjustnents added a small anount
of UG- to the budget. This amendnent replaces all UG-
in the allocation with General Fund Program Recei pts.

Part F

DEPARTNMVENT: Law

APPROPRI ATION: Civil Division

ALLOCATI ON: Torts & Workers' Conpensation

DELETE: $10, 400, Unrestricted General Funds
(1004)

DEPARTNVENT: Law

APPROPRI ATION: Civil Division

ALLOCATI ON: Labor and State Affairs

ADD: $10, 400, Unrestricted GCeneral Funds
(1004)

EXPLANATI ON: Al though all UG was transferred from
Torts to Labor and State Affairs in FY13, FY14 salary
adj ustnment cal cul ations and an associated fund source
change placed $10,400 of UG- in the Torts allocation.
This is the only Unrestricted Ceneral Fund Receipts
(UG) wthin the Torts & Wrkers' Conpensati on
allocation. This anendnent transfers the $10,400 UG-
from the Torts & Wrkers' Conpensation allocation to
the Labor and State Affairs allocation.

Part G
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DEPARTMENT: Public Safety APPROPRIATION. Fire and
Life Safety

AMEND: The anount appropri at ed by this
appropriation includes up to $125,000 of t he
unexpended and unobligated balance on June 30, 2013
of the receipts collected under AS 18. 70.080(b).
EXPLANATI ON: Based on excess balances for the past
three fiscal years, $125,000 appears to provide
sufficient carry forward potential for the Fire and
Life Safety appropriation.

Part H

DEPARTMENT: Public Safety

APPROPRI ATI ON: Al aska Pol i ce Standards Counci

AMEND: The anount appropri ated by this

appropriation includes up to  $125,000 of t he
unexpended and unobligated bal ance on June 30, 2013
of the receipts collected under AS 12.25.195(c), AS
12.55.039, AS 28.05.151, and AS 29.25.074 and receipts
col l ected under AS 18.65.220(7).

EXPLANATI ON: This conditional | anguage has been
included in the Alaska Police Standards Counci
appropriation for several years with a cap of $125, 000.
Renoval of this cap was requested in the FYl4
Governor's request and is being restored with this

amendnent .

Part |

DEPARTMENT: Public Safety

APPROPRI ATI ON: St at ewi de Suppor t

ALLOCATI ON: St at ewi de | nf ormati on Technol ogy
Servi ces

AMEND: The anmpbunt allocated for Statew de
Information Technology Services includes up to

$125, 000 of the unexpended and unobligated bal ance on
June 30, 2013, of the receipts collected by the
Departnment of Public Safety from the Al aska autonated
fingerprint systemunder AS 44.41.025(b).

EXPLANATI ON: This conditional | anguage has been
included in the Statewide Information Technol ogy
Services (fornmerly Alaska Crimnal Records and

Identification) allocation for several years with a
cap of $125,000. Renoval of this cap was requested in
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the FY 14 Governor's request and is being restored
with this amendnent.

Part J

DEPARTMENT: Transportation and Public Facilities
APPROPRI ATI ON:  Desi gn, Engi neering and Construction
ALLOCATI ON: Central Design and Engi neering Services
Page 35, |lines 24-27, anend as foll ows:

The  anount all ocated for Central Desi gn and
Engi neeri ng Servi ces [ COVPONENTS] i ncl udes t he

unexpended and unobli gated bal ance on June 30, 2013, ]
of [THE] general fund program receipts collected by
t he Departnent of Transportation and Public Facilities
for the sale [AND] or |ease of excess right-of-way.
ALLCOCATI ON: Nort hern Design and Engi neering Services

Page 35, |lines 30-33, anend as foll ows:

The  anount all ocated for Northern Design and
Engi neeri ng Servi ces [ COVPONENTS] I ncl udes t he
unexpended and unobli gated bal ance on June 30, 2013, ]
of [THE] general fund program receipts collected by
t he Departnent of Transportation and Public Facilities
for the sale [AND] or |ease of excess right-of-way.
ALLOCATI ON:  Sout heast Desi gn and Engi neering Services

Page 36, lines 5-8, amend as foll ows:

The anount all ocated for Sout heast Design and
Engi neeri ng Servi ces [ COVPONENTS] i ncl udes t he
unexpended and unobligated bal ance on June 30, 2013[,]
of [THE] general fund program receipts collected by
t he Departnent of Transportation and Public Facilities
for the sale [AND] or |ease of excess right-of-way.
APPROPRI ATI ON:  Mari ne Hi ghway System

ALLOCATI ON: Mari ne Vessel QOperations
Renove " Sout heast Al aska" from the transaction
decrenmenting $2,861.0 from this allocation. The

decrenent would then apply to generic service |evel
reductions, cost control and efficiencies.

Part K

AGENCY: Legi sl ature
APPROPRI ATI ON:  Budget and Audit Committee

House Fi nance Conmmittee 6 03/12/13 2:25 P. M



ALLOCATI ON: Legi sl ative Audit

ADD: $100, 000, Unrestricted GCeneral Fund
Recei pts (1004) |ncT (FY14- FY15)

DELETE: $100, 000, Unrestricted GCeneral Fund
Recei pts (1004) Inc

EXPLANATI ON: Because this increnent 1is associated

with a specific audit, a tenporary increment is nore
appropriate than an addition to the base budget.

JOAN BROWN, STAFF, REPRESENTATI VE ALAN AUSTERMAN, expl ai ned
the different parts of the Anmendnent 1. Part A deleted
$300,000 from the Crinme Victim Conpensation Fund from the
Violent Crimes Conpensation Board to align the funding of
the board wth the anmount anticipated within the fund. Part
B included a fund source switch for the Al coholic Beverage
Control (ABC) Board; unrestricted general funds was deleted
and replaced with program receipts. Part C replaced $9, 300
of unrestricted general fund receipts wth Alaska
| ndustri al Devel opnent and Export Authority, (Al DEA)
recei pts. She communicated that many of the itens were
smal |l anobunts of salary adjustnents that had accunul ated
over time (the AIDEA item was related to part of the core-
services distribution that had been made). Part D changed
an IncM (rmaintenance increment) transaction to an |IncT
(tenporary increment) because it was for a tenporary two-
year peri od.

Co-Chair Stoltze MOVED to ADOPT Anendnent 1. Representative
Hol mes OBJECTED f or di scussi on.

Ms. Brown continued to explain the anendnent. Part E
repl aced $10,200 of unrestricted general fund receipts with
general fund program receipts. She noved to Part F and
detailed that previously all of the general funds had been
transferred from the Torts and Wrkers' Conpensati on
allocation to the Labor and State Affairs allocation; the
anmendnent woul d transfer the renmaining general fund anount.
Parts G through | put a cap of up to $125,000 on the carry
forward anmount. Part J included wording changes to Section
1 of HB 65 related to the Central, Northern, and Southeast
Design and Engineering Services under the Departnent of
Transportation and Public Facilities (DOT). The words
"Sout heast Al aska" had been renoved from a Marine H ghway
System increnent in order for the allocation to apply to
the entire Marine H ghway Vessel Qper ati ons. Part K
included a technical <change in the Legislative Audit

House Fi nance Conmmittee 7 03/12/13 2:25 P. M



allocation; an increment had been changed to an IncT
because it related to FY 14 and FY 15.

Vi ce- Chair Neunman conmented on the amendnment related to the
removal of the words "Southeast Alaska" in Part J. He
explained that the change clarified that equal reductions
had been nade to each part of the state. He believed it was
inportant to point out so the public wunderstood the
commttee's efforts to treat the state regions fairly. He
referred to a conversation wth the DOl conmm ssioner
related to the Southwestern ferry route.

2:33:17 PM

Representative Gara pointed to parts A and B of Anmendnent
1. He wondered how the renpval of $300,000 from the Crine
Vi ctim Conpensation Fund would not take away noney fromthe
Violent Crinmes Conpensation Board.

Ms. Brown replied that when the commttee had adopted a CS
the prior week it had reduced noney going into the Crine
Victim Conmpensation Fund by $674,000. The board's budget
was $2.8 mllion; of the total, $1.8 mllion was from the
f und. The reduction of $300,000 would equalize the
expenditure authorization as a result of the $674,000
reduction in the CS. She noted that there was sone carry
forward expect ed.

Representative Gara queried the rationale for reducing the
noney designated for the Crime Victim Conpensation Fund.
Ms. Brown answered that the reduction had been made in
order to return to the 90/ 10 percent split of the Pernmanent
Fund Dividend crimnal funds between the Departnent of
Corrections and the Crine Victim Conpensation Fund.

Representati ve Gara asked whether the funds under Part B of
Amendnent 1 would be renoved from the alcohol tax. M.
Brown replied Part B would switch the fund source from
unrestricted general funds to ABC Board's normal program
recei pt fund source.

Representative Gara asked if the al cohol tax was the nornal
fund source.

2: 35: 53 PM
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Ms. Brown replied in the negative; the ABC Board s nornm
fund source was general fund programreceipts.

Representative Holnes W THDREW her OBJECTION. There being
NO further OBJECTION, Amendnent 1 was ADOPTED.

Co-Chair Austerman MOVED to ADOPT Amendnent 2:

CFFERED BY: Rep. Auster man

DEPARTMENT: Adm ni stration

APPROPRI ATI ON:  Enterpri se Technol ogy Servi ces
ALLOCATI ON: ALMR Paynment on Behalf of Political
Subdi vi si ons (new)

ADD: $500, 000 general funds (1004)

EXPLANATI ON: The Governor's budget i ncl uded a
$500, 000 | anguage appropriation to the Departnent of
Commerce, Community, and Economic Devel opnent. The
departnment would have transferred the funds to the
Department of Adm nistration as a paynent on behal f of
political subdivisions for the Al aska Land Mbile
Radio system wunder a cost allocation nethodol ogy
adopted by the Departnment of Admnistration. This
anmendnent retains the original purpose of the funding
wi t hout the unnecessary transfer between departnents.

Co-Chair Stoltze OBJECTED for discussion.

Co-Chair Austernman explained that Anendnent 2 would add
$500, 000 in general funds to the Al aska Land Mbile Radio
(ALMR) system He highlighted that a certain anount of
noney was all ocated every year in revenue sharing and other
nmeans. The increnent was on behal f of politi cal
subdi vi si ons.

Co-Chair Stoltze WTHDREW hi s OBJECTI ON
Vice-Chair Neuman asked if the absence of the funds would
take noney away from comrunities or whether the Departnent

of Admi nistration could absorb the loss in its budget.

Co- Chair Austerman responded that nunicipalities would have
to absorb the costs if the increnent was not funded.

2:37: 33 PM
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Representative Thonpson pointed out that wthout the
anmendnent communities would be charged. He provided detail
on amounts that comunities would be responsible for in the
absence of the anendnent: the City of Fairbanks would be
responsible for $95,6000, the borough's share would be
$56, 000, the North Star Fire Departnment's share would be
$8,000 (the departnment's budget was snmall and $8,000 was
its total training budget), and Salcha Fire and Rescue
woul d owe $1,600 (they did not have the noney to spend). He
added that many small fire departnments did not have the
fundi ng avai |l abl e.

Representati ve Kawasaki wonder ed whet her t he cost
all ocation nethodology was the sane as the nethodol ogy
currently used by Departnent of Adm nistration

Co- Chair Austerman believed so, but was not positive.

Representative Kawasaki asked for verification that the
intent was to use the existing |anguage wutilized for
rei mbursenent rates wunder ALMR He surmised that the
nunbers |listed by Representative Thonpson were in alignnent
wi th existing methodol ogy.

There being NO further OBJECTI ON, Amendnent 2 was ADOPTED
Co- Chair Austerman MOVED to ADOPT Amendnent 3:
OFFERED BY: Rep. Austerman

DEPARTMENT: Comer ce, Communi ty and Econom ¢
Devel opnent

APPROPRI ATI ON: Al aska  Seaf ood Mar ket i ng Institute
ALLCOCATI ON: Al aska Seaf ood Mar ket i ng Institute
LANGUAGE: Amend section 12(h)(3) page 59, lines
15-17, to read:

(3) The sum of $7, 286, 400[ $7,772,200] from the

general fund, for the purpose of matching industry
contributions col |l ected by t he Al aska Seaf ood
Marketing Institute for the fiscal year ending June
30, 2012;
EXPLANATI ON: This reduction of $485,800 is 1/16th of
ASM's unrestricted general fund appropriation, the
same percentage general fund reduction that was
assessed to tourism marketing. ASM has sufficient
general fund program receipt carry forward revenue to
mtigate the inpact of this general fund reduction.
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Representati ve Gara OBJECTED.

Co- Chair Austerman explained that Amendnent 3 renoved the
same anmount of general fund noney on a percentage basis
from the Al aska Seafood Marketing Institute (ASM) as was
taken from touri sm marketi ng.

Representative Gara asked if the amendnent allocated
$500,000 less to ASM than the budget subcommittee
r ecomended. Co- Chair Aust er man replied t hat t he
subcomm ttee recomendati on had been to renmove $1 mllion.

Representative Gara concluded that Anendnent 3 would only
renove $500,000 from ASM's general fund appropriation.

2:40: 06 PM

Co-Chair Stoltze noted that no one was suggesting giving
the tourism industry exclusive use of state's natural
resources. He made a remark about the fishing industry's
excl usi ve use of Kachemak Bay.

There being NO further OBJECTI ON, Anmendnent 3 was ADOPTED.
Representative Wl son MOVED t o ADOPT Amendnent 4:

OFFERED BY: Reps. W/Ison and Austerman

DEPARTMENT: Education & Early Devel opnent

APPROPRI ATI ON: Teachi ng & Learni ng Support

ALLOCATI ON: St udent & School Achi evenent

DELETE: $2, 611, 800 general funds (1004)

DELETE THE FOLLOW NG | NTENT:

It is the ‘intent of the legislature that the
departnment work with the Association of Alaska School
Boar ds and school districts to ensure t hat

digitization One-to-One funding is wused to provide
pr of essi onal developnent in the form of training for
teachers involved in working with new technol ogies.
The legislature wants to ensure that equipnent
purchased with the digitization funding be used to
full advantage to provide the best and nost conplete
education experience possible. The departnment is
requested to report to the legislature by January 15,
2014, regarding the progress and status of the
proj ect .
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ALLOCATI ON: Online with Libraries (OAL) (new)

ADD: $761, 800 general funds (1004)
ALLQOCATI ON: Li ve Homework Hel p (new
ADD: $138, 200 general funds (1004)

EXPLANATI ON: This anendnent deletes $2.6 million GF
that was accepted in subcomrittee (of the $5.9 nillion
requested by the Governor for digitizing education in
Alaska). It also creates two new allocations wthin
Teaching and Learning Support and funds them at the
anounts requested by the Governor. This anendnent
reduces the subcommittee recommendation by $1, 711, 800.
Wth the approval of this anmendnent, the Al aska
Learning Network (AKLN) ($1.1 nmillion) and Statew de
Technol ogy Rollout ($3.9 million) will not be funded.

Co-Chair Stoltze OBIJECTED for discussion

Representative W I1son explained that Amendnent 4 deleted
$2,611,800 general funds and reallocated $761,800 to the
Online Wth Libraries (OA) program for 100 comunity
library/schools. The anendnent would also provide $138, 200
for the Live Homework Help program She furthered that the
anmendnent renoved funding from the Al aska Learni ng Network
and the one-on-one digital |earning program She detailed
that the digital program would have eventually needed a
mnimum of $16 mllion with a 60/40 percent split between
state and district funds respectively. She stated that due
to the uncertainty of future state funds, investnent in the
progranms was too costly.

2:42: 13 PM

Representative Gara MAINTAINED his OBJECTION. He stated
t hat t he amendnent reduced t he subcomm ttee's
recommendation for digital learning funds. He supported the
Li ve Homework Hel p and OAL prograns, but he did not support
the renoval of $1 mllion from the Al aska Learning Network
and $3.9 million fromthe one-to-one technol ogy program He
stressed that noney for the Al aska Learning Network was
i nportant because the program allowed rural students to
access quality courses that would enable them to qualify
for the governor's Al aska Performance Schol arship (APS). He
enphasi zed that the highest quality courses cane through
the learning network on a consistent basis. He stated that
the goal was to provide rural students wth the sane
opportunity as urban students. He enphasized that if the
state was going to invest in digital learning, it should do
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it right. He was open to the deletion of a portion of the
$3.9 million because the one-to-one technol ogy program had
not been explained well and nore information was needed;
however, he was unconfortable deleting the entire anount.
He would not be surprised by a law suit if the state did
not provide access to the <courses necessary for APS
eligibility.

2:45: 22 PM

Representative WIson responded that the Al aska Learning
Network had been started two years earlier with federal
stimulus funding. She stated that stinulus funding had not
been intended for the inplenentation of prograns because
states would be responsible for funding the prograns when
federal noney ended. She furthered that the Departnent of
Education and Early Devel opnent (DEED) had used the federal
f undi ng for progr ans; t here wer e 138 students
participating. Her staff had called all school districts
(when the increment had been denied the past year) to
determ ne whether schools had access to other online
| earni ng; she had been assured by all districts that they
did have other access. She stated that the Al aska Learning
Network contained 40 progranms. She opined that another
entity could fund the item she believed the program could
be sel f-sufficient.

Representative Gara did not believe the state should punish
schools that were receiving |less per-student funding
currently than they were four years earlier because federal
funding could not be replaced. He stressed that funding
deci sions should be based on the worthiness of a program
and not whether it had been funded with federal noney; he
believed the [ Al aska Learni ng Network] programwas worthy.

Vice-Chair Neuman stated that funding had increased
considerably for schools over the past four years. He
believed the prograns were great, but stated that the noney
was not avail able. He supported Amendnent 4.

2:48: 07 PM

A roll call vote was taken on the notion to adopt Amendnent
4.

I N FAVOR. Munoz, Neuman, Thonpson, W son, Costel | o,
Hol mes, Stoltze, Austernman
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OPPCSED: Edgnon, Gara, Kawasaki

The MOTI ON PASSED (8/3). There being NO further OBJECTI ON
Amrendnent 4 was ADOPTED,

Represent ati ve Munoz W THDREW Anendnent 5.

2:49: 32 PM

Representative Wl son MOVED t o ADOPT Amendnent 6:

OFFERED BY: Reps. W/ son, Thonpson, Neuman, Minoz,
Edgnon, Hol nes, Costello, Stoltze and Austernman
DEPARTMENT: Educati on and Early Devel opnent
APPROPRI ATI ON:  Teachi ng and Lear ni ng Suppor t
ALLOCATI ON: Early Learni ng Coordi nation

ADD: $100, 000 General Fund (1004)

EXPLANATI ON: This amendnent restores $100,000 to the
Best Beginnings program Best Beginnings is a public
private partnership that works to ensure children in
Al aska begin school ready to learn in comunities
st at ew de.

Representati ve Gara OBJECTED.

Representative WIson explained that Anendnent 6 would
restore $100,000 to the Best Beginnings program She
detailed that public testinmony indicated the inportance of
the program She pointed to mtching funds given to
communi ties.

Representative Gara MOWED to AMEND Anendnent 6 by
i ncreasi ng the anount by $37, 500.

Representati ve Wl son OBJECTED.

Representative Gara explained that Best Beginnings had
received $937,500 the prior year. He stated that Amendnent
6 would restore part of the funding. He did not believe the
program deserved to be cut. He opined that the state had a
patchwork of inadequate early learning services. He
furthered that Best Beginnings had been doing a good job
with the small anmount of noney it had received. He opined
that a 3.5 to 4 percent reduction from the program s prior
year budget was not justified. He asked to restore the
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noney to the prior year funding level. He noted that flat
funding the program would not keep up with inflation.

2:51:31 PM

Representative Edgnon believed the issue epitom zed the
difficulty of nmaking tough <choices. He supported the
underlying anendnment because it restored sonme of the
funding for Best Beginnings. He would like to see the
entire anmount restored, but understood that tough choices
wer e necessary. He opposed the amendnent to Amendnent 6.

Aroll call vote was taken on the notion to anend Anendment
6.

I N FAVOR: Gara, Kawasaki
OPPCOSED: Neuman, Thonpson, W son, Costel | o, Edgnon,
Hol mes, Munoz, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

2:53: 22 PM

Representative Gara W THDREW his OBJECTION to Anendnent 6.
There being NO further OBJECTI ON, Anmendnent 6 was ADOPTED

Representati ve Munoz MOVED to ADOPT Anendnent 7
OFFERED BY: Reps. Munoz and Auster nan

DEPARTMENT: Depart ment of Envi r onnment al
Conservati on

APPROPRI ATI ON: Spill Prevention and Response

ADD: It is the intent of the |egislature
that the Departnent of Environmental Conservation
provide recomendations to the legislature on or
before the start of the second session of the Twenty-
eighth Alaska State Legislature, January 21, 2014,
that identify ways to nmanage the oil and hazardous
substance release prevention and response fund as a
viable, long-term funding source for the state's core
spill prevention and response initiatives. The plan
shoul d include an analysis of prior expenditures from
the fund for t he remedi ati on of st at e- owned
contam nated sites and a proposal to expeditiously
renedi ate state owned contam nated sites.

House Fi nance Conmmittee 15 03/12/13 2:25 P. M



EXPLANATI ON: The Depart ment of Envi r onment al
Conservation has noted in its detail budget subm ssion
that managing the oil and hazardous substance rel ease
prevention and response fund as a viable, long-term
funding source for the state's core spill prevention
and response initiatives is critical, according to the
Legi sl ative Finance Division.

Agency projections show that revenues collected from
the four-cent per barrel conservation surcharge are
not adequate to fund spill prevention and response
progranms. The surcharge revenue is the primry funding
source for the prevention account and that revenue is
not sufficient to sustain Alaska's core spil
prevention and response program over the long term

Beginning in Fiscal Year 2015, annual f undi ng
available from this account wll be at |east $5
mllion less than will be required to continue the
current |level of service. Menbers of the House Finance
Depar t ment of Envi r onnment al Conservati on Budget
Subcomm ttee expressed an interest in working with the
adm nistration to find a way to address this
shortfall. This intent |anguage encourages the agency
to do so.

Represent ati ve Kawasaki OBJECTED for di scussion.

Representative Minoz explained that the Spill Prevention
and Response Fund was funded with a $0.05 per barrel of oil
surcharge. The fund was anticipated to be running at a
deficit by FY 15; approximately $5 nmillion less than the
projected amount needed to provide the current |evel of
service. The anendnent contained intent |anguage directing
the Departnment of Environnental Conservation (DEC) to
provide specific recomendations to the legislature the
foll owi ng session on how to make the fund sol vent over the
| ong-term

2:54:26 PM

Representati ve Kawasaki W THDREW  hi s OBJECTI O\ He
supported the anendnent and believed the intent was to nmake
the fund solvent to address renedi ati on issues.

There being NO further OBJECTI ON, Amendnent 7 was ADOPTED
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2:55: 07 PM

Representative Munoz MOVED t o ADOPT Anendnent 8:
OFFERED BY: Reps. Munoz and Austerman

DEPARTMENT: Depar t ment of Envi r onnment al
Conservati on

APPROPRI ATI ON: Wat er

ADD: It is the intent of the legislature
that the Department of Environnental Conservation, to
the extent feasible, make information regarding cruise
ship mxing zones, i ncl udi ng geographi cal ar eas,
avai lable to the public on the agency's web site.
EXPLANATI ON: The House Fi nance Depart nent of
Envi r onnment al Conservati on Budget Subconmi ttee
di scussed how to help keep the public better informnmed
about cruise ship discharges, especially near fishing
grounds and ot her areas. The agency is working on ways
to post on-line nore information about its activities.
This intent |anguage encourages the departnment to
continue doing so in regards to its cruise ship
pr ogram

Represent ati ve Kawasaki OBJECTED

Representative Minoz explained that Amendnent 8 was a
result of budget subconmttee work for DEC. She el aborated
that the anmendnent included intent |anguage directing the
departnment to make information regarding cruise ship
di scharge available to the public on its website to the
extent feasible. She believed the amendnent was in |ine
with the departnent's current work to wupgrade online
i nformation reporting.

Representati ve Kawasaki discussed reservations wth the
| anguage "to the extent feasible" related to dealing with
the departnent. He was concerned that the |anguage may
allow the departnent to report the follow ng year that the
change was not feasible. He rejected the notion and
believed that DEC could easily include the information
onl i ne. He noted that the depart nent received the
information digitally and that it was easy to track a
ship's location. He MOVED to AMEND Anendnent 8 to delete
the | anguage "to the extent feasible."
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Co- Chai r Austernman asked for verification that t he
anendnent would renobve the Jlanguage "to the extent
feasible."

Co-Chair Stoltze OBJECTED to amendnents that were not
witten out.

2:57:29 PM

Representati ve Kawasaki offered to wite the anendnent to
Amendnent 8. Co-Chair Austerman would hold Anendnent 8
whi l e an anmendnment was drafted.

Represent ati ve Munoz W THDREW Anendnent 9.

2:58: 10 PM

Co-Chair Austerman MOVED to ADOPT Amendnent 10:

CFFERED BY: Represent ati ve Auster man

DEPARTMENT: Fish and Gane

APPROPRI ATI ON:  Conmrerci al Fisheries

ALLOCATI ON: Westward Regi on Fi sheries Managenent
ADD: $150, 000 Test Fisheries Receipts (1109)

EXPLANATI ON: This provides additional funding so the
gol den king crab observers are funded from test fish
receipts as are the observers for the Bristol Bay red
king crab and snow crab fisheries. This request is
unani nously supported by the Crab Observer Oversight
Task For ce.

Vi ce-Chair Neuman OBJECTED for di scussi on.

Co- Chair Austerman explained that Anmendnent 10 related to
the Departnent of Fish and Gane's (DFG practice of
managi ng fisheries with industry funded managenent costs.
The anmendnent funded a test fisheries receipt that would
allow DFG to conduct a test fishery with crab in order to
manage bionass and to determine how nuch to release to
fi shermen. He believed the anmount would conme off the top of
the quota fishernmen were all owed.

Vi ce-Chair Neuman surmised that the test fishery observers

would catch the fish, the product would be sold to a
canary, and DFG would receive proceeds for the sale. He
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asked for wverification that the item would be funded by
recei pts fromthe proceeds.

Co-Chair Austerman replied in the affirmative.
Vi ce-Chair Neuman  asked for verification that t he
allocation was not an increase in the budget. Co-Chair

Aust erman answered in the affirmati ve.

Vi ce-Chair Neuman W THDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendnent 10 was ADOPTED.

Representati ve Thonpson MOVED to ADOPT Anendnent 11:

OFFERED BY: Reps. Thonpson and Aust er man

DEPARTMENT: Mlitary and Vet er ans' Affairs
APPROPRI ATI ON: Al aska Aer ospace Corporation

ALLOCATI ON: Al aska Aerospace Corporation

ADD: $2, 918, 700 General Funds 1004

LANGUAGE: AVEND Sec. 17, DEPARTMENT OF M LI TARY
AND VETERANS AFFAIRS, by adding a new subsection to
read:

(b) If the Al aska Aerospace Corporation does not
secure a multi-year comercial |aunch service contract
for the Kodiak Launch Conplex on or before June 30,
2013, the appropriation from the general fund to the
Al aska Aer ospace Cor por ati on, Al aska Aer ospace
Corporation allocation in sec. 1 of this Act shall be
reduced by $3, 000, 000.

| NSERT a new bill section to read:

Sec. --. CONTINGENT EFFECT. The appropriation
made in sec. 17(b) of this Act is contingent as set
out in sec. 17(b) of this Act.

EXPLANATI ON:
In FY13 the State of Alaska provided a one-tine
increment of $8.0 mllion G- It was the State's

understanding that Al aska Aerospace Corporation [AAC
woul d not beconme wholly dependent on the State to
provide funding for operations and maintenance. The
State understands that AAC has potential contracts
that wll be fulfilled in FYI4. To that end, the
| egislature will provide funding in FY14 to AAC to
all ow AAC to secure a contract by June 30, 2013. If no
mul ti-year comerci al | aunch service contract is
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secured by that date, funding will be reduced by $3.0
mllion.

Represent ati ve Kawasaki OBJECTED for di scussion.

Representati ve Thonpson expl ai ned Amendnent 11. He
communi cated that the Alaska Aerospace Corporation fel
under the Department of Mlitary and Veterans Affairs. The
corporation had requested $8 mllion for its operating
budget, but the finance subcommttee had reconmended
reducing the nunmber to $5 nillion. He explained that the
corporation felt that the reduction would hanper its
attenpt to secure a contract for launch in August 2014. The
amendnent would restore funding to the corporation with the
caveat that failure to secure a multi-year |aunch contract
by June 30, 2013 would nmean a $3 million reduction in
f unds.

3:01: 06 PM

Representative Kawasaki agreed wth the anendnent's
underlying concept. He asked whether nulti-year commerci al
| aunch contracts were typical. He pointed to backup data
that seemed to indicate that contracts had duration of one
year. He wondered whether the anendnment would be too
stringent.

Representative Thonpson replied that the anmendnent was
intended to be stringent. He relayed that the corporation
had conveyed that it expected there to be one |aunch per
year under the potential contract. The goal was to let the
corporation know that the legislature was serious about
wanting to see production and the devel opnent of a good
busi ness pl an. He reiterated that the |anguage was
restrictive; he had not spoken to the corporation about the
amendnent. He believed the program was great, which had
been inplenented to diversify the state's econony and to
involve the universities in rocket technology. There had
not been any production for a couple of years and he hoped
to see that change.

3:02: 34 PM

Co-Chair Stoltze pointed out that the anendnent was a
conprom se. He believed the Al aska Aerospace Corporation
woul d get the message that a business plan was needed and
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that it was not an "unending cash cow' of Ilegislative
appropri ations.

Co-Chair Austernman infornmed the comrittee that two years
earlier the corporation had cone forward with a $40 mllion
request for sustaining funds ($10 mllion per year for four
years) to allow the corporation to redo its business plan

The result had been a $4 nillion appropriation the first
year, $8 million the second year, and $8 million in the
current year. He shared that the new executive officer had
communi cated that the fourth year request would be reduced
to $6 mllion. He stated that the $32 nmillion total request
was for sustaining funds to keep the corporation's doors
open. He agreed that the l|egislature should not continue to
fund sonething that would not work and stated that the
amendnent would put the corporation in a position to ensure
that it would work.

3:03: 58 PM

Representati ve Kawasaki |iked the |anguage in Amendnent 11,
but wanted to nmake a change. He MOVED to AMEND Anmendnent 11
by increasing the $3 million reduction to $5 mllion. He

stated the | anguage woul d read:

...the gener al fund to the Alaska  Aerospace
Corporation, Al aska Aerospace Corporation allocation
in sec. 1 of this Act shall be reduced by $5, 000, 000.

Representati ve Wl son OBJECTED.

Representati ve Kawasaki agreed that the Al aska Aerospace
Corporation should be on its way to becomng self-
sufficient. He stated that the anmendnent would put the bal
squarely in its court. He referred to budget subconmttee
di scussions related to an anmount the corporation would need
to operate. He believed the corporation should be heading
in the direction of |ooking at transferring assets over to
a private developer or a private contractor that could
operate the asset. He believed the $3 mllion the state
intended to provide the corporation would provide the
corporation with the latitude to explore the options. He
agreed with the amendnment but opined that it needed to be
nore specific.

Co- Chair Austerman voiced objection to amending Amendnment
11. He explained that Amendnent 11 would take $3 million
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from the corporation if it failed to secure a contract by
July 1, 2013; whereas the proposed anendnent to Anendnent
11 would take $5 mllion. He believed that for an operation
of the corporation's size it would take sonme tinme to close
down. He stated that reducing funding by $5 mllion may not
allow the corporation to close down in an appropriate way.

3:06: 53 PM

Representati ve Thonpson agreed and objected to the proposed
amendnent to Amendnent 11. He furthered that a reduction of
$3 mllion would |eave the corporation with $5 mllion to
carry it through the end of January 2014. He provided a
scenario in which the <corporation cane up wth four
| aunches for the following year; the funding under
Amendnent 11 gave the opportunity for the legislature to
provide a supplenmental appropriation in January 2014 to
allow the corporation to continue. He stated that the
amendnent gave the corporation the opportunity to work
towards sonmething; if nothing cane to fruition the noney
would enable it to sell or |ease out the conplex. He
stressed that reducing the budget by $5 mllion would only
give the corporation funds for approximately 3 nonths of
oper ati on.

Representative Gara agreed with the amendnment to Amendment
11. He pointed to frustration with the Al aska Aerospace
Corporation. He stated that there had not been a |aunch in
the past two years and that there was no contract for a
launch in the future. He had heard a promse from the
corporation that it was on the verge of securing a
contract; however, the possibility of a contract Kkept
getting pushed further out into the future. He agreed that
the corporation should be given until June 30, 2013 to
determine a plan, but he did not believe it needed $5
mllion if no |aunches had been secured at that tinme. He
believed if no |launches had been secured it would be tine
for the corporation to find an operator to run the facility
at no cost to the state or to consider selling. He believed
$3 mllion would allow the <corporation to continue
negotiating into the followi ng year for rocket |aunches. He
opined that leaving the corporation with $5 nmllion would

let it run an enpty facility. He believed $3 mllion would
keep the facility's integrity intact and to allow the
corporation to determne a way to sell it.

3:09: 38 PM
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Vi ce-Chair Neuman spoke against the anmendnent to Amendnent
11. He pointed to a business plan that had been laid out by
the Al aska Aerospace Corporation. He stated that the
corporation needed a certain anount of structure within the
facility itself; the contracts would not be obtained if it
could not denonstrate the structure. He furthered that the
funding would provide the corporation wth one nore
opportunity to secure contracts by June 30, 2013. He
stressed that if the corporation did not have resources
avai lable to nove forward on contracts the |egislature was
essentially "cutting themoff at the feet."

Representative Kawasaki provided a wap up on the
anmendnent . He referred to discussion in the budget
subcomm ttee related to a <cold operation option. The
subconm ttee had asked the corporation why it needed 42
staff when there had been no launches in the past two
years; the corporation responded that staff was needed in
order to work to get a launch done. He referred to the
possibility that a contract could be signed in August for
four future launches. He remarked that there had been 18
lifts in 12 years. He believed the corporation's projection
of three launches in 2015 were speculative at best. He
opined that $3 mllion was an adequate anount of noney for
a cold operation (where engi neers would not be needed).

Co-Chair Austerman shared that he |ived where the |aunch
facility was |ocated. He detailed that two weeks earlier 25
to 35 people from the Departnment of MIlitary Defense had
visited the facility, in preparation for a possible |aunch
contract for the fall of 2014. He noted it was the only
contract the corporation was considering currently. He
stated that the current staff was needed in order to neet
with prospective clients. He agreed with other coments
about the length of tinme the state should continue to fund
the corporation. He supported the original anendnent and
believed it worked to put the corporation on notice to cone
up with a viable business plan or figure out how to close
down t he operation.

A roll call vote was taken on the notion to anend Anmendment
11.

I N FAVOR Gara, Kawasaki

OPPCSED: Thonpson, W I son, Costello, Edgnon, Hol nes, Minoz,
Neuman, Stoltze, Austernman
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The MOTI ON FAI LED (2/9).
There being NO further OBJECTI ON Anrendnent 11 was ADOPTED.

3:14: 21 PM

Representative Costell o MOVED to ADOPT Anendnent 12:

OFFERED BY: Representatives Costell o and Austernan
DEPARTMENT: Nat ural Resources

APPROPRI ATION: G| and Gas

ALLOCATI ON: Ol and Gas

LANGUAGE: Page 62, followng line 2:

I nsert a new subsection to read:

"(e) The anpbunt necessary, not to exceed $600, 000, is
appropriated from the general fund to the Departnent
of Natural Resources, Division of Ol and Gas, for the
purpose of retaining expert contractors to exam ne
commercial terms for service of the North Slope gas
commerci alization project and ensure conpliance wth
the terns of the Al aska Gasline Inducenent Act |icense
under AS 43.90.100 -43.90. 260."

Represent ati ves Kawasaki OBJECTED for di scussion.

Representative Costello explained that the Departnent of
Nat ural Resources (DNR) had requested a one-tine increment
of $600,000 to retain expert contractors to examne the
commercial terns for North Slope gas conmercialization and
to ensure conpliance with the Alaska Gasline Inducenent Act
(AGA. The subcommttee had recommended changing the
increment froma one-tine occurrence to including it in the
| anguage section of the budget; the change woul d enabl e the
departnment to use up to $600, 000, but DNR would no | onger
be able to spend the noney in other areas.

3:15: 22 PM

Vi ce-Chair Neunman spoke in opposition to the amendnent. He
reiterated the anendnent's purpose. He believed that the
governor had designated $25 mllion in the operating budget
for AGA and the Alaska Gasline Devel opnent Corporation
(AGDC). He stated that the itens under the anmendnent were
al ready part of the entities' job. He furthered that under
the AG A ternms, if TransCanada or ExxonMobil were doing the
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work, the state was currently responsible for up to 90
percent of the costs. He guessed that the full $600, 000
woul d be spent if allocated. He stressed that the state was
running in a deficit node. He believed reductions needed to
be made where they were possible.

Representati ve Kawasaki asked whether the anendnent would
restrict the Division of Gl and Gas by specifying that it
would be required to retain expert consultants for
cormmercial terns. He noted that current |anguage provided
the entity with nore autonony related to decision naking.

3:17:44 PM

Representative Costello replied that in the past DNR had
used the one-tinme increment for the specific purpose
outlined in Amendnment 12. She furthered that it had been
t he budget subconmittee's desire that the allocation nove
into the | anguage section for appropriation on an as-needed
basi s. She noted that the anmendnent al so included
si deboards around the budget item

Vi ce- Chair Neunan MAI NTAI NED hi s OBJECTI ON.

A roll call vote was taken on the notion to adopt Amendnent
12.

I N FAVOR. W I son, Costello, Edgnon, Gara, Kawasaki, Hol nes,
Munoz, Thonpson, Austerman, Stoltze
OPPCOSED: Neuman

The MOTI ON PASSED (10/1). There being NO further OBJECTI ON,
Amendnent 12 was ADOPTED.

3:19:15 PM

Representative Costell o MOVED to ADOPT Anendnent 13:

OFFERED BY: Representatives Costell o and Austerman
DEPARTMENT: Nat ural Resources

APPROPRI ATION: G| and Gas

ALLOCATI ON: Ol and Gas

LANGUAGE: Page 62, following line 2:

| nsert a new subsection to read:
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"(e) The anmpbunt necessary, not to exceed $500, 000, for

costs related to royalty oil and gas valuation
matters, including audit disputes, reopener provisions
under royalty settlenent agreenents, est abl i shi ng

m nimum royalty values, disposition of royalty in
kind, and simlar matters is appropriated from the
general fund to the Departnent of Natural Resources,
Division of Ol and Gas, for the fiscal year ending
June 30, 2014."

Represent ati ve Kawasaki OBJECTED

Representative Costello explained that the DNR budget
subconm ttee recomended novi ng $500, 000 from the base for
royalty arbitration in which DNR would argue on behal f of
the state against oil conpanies to obtain hundreds of
mllions of dollars that the state believed it was owed
based on royalty valuation. She furthered that the entire
request equaled $1.3 nillion; $500,000 would cone from the
capi tal budget and $800, 000 had come as an operating budget
request. The anendnent would nmean a reduction of $300, 000
to DNR. She communicated that the oil conpanies would not
know the anmpunt of funds used but they would know that it
woul d not exceed $500,000. She believed that the work was
significant.

Representative Gara agreed wth the inportance of the
ability to |litigate +the cases against high powered
attorneys. He pointed to the original $1.3 nillion request
and asked if the $500,000 was an increment to the
subconm tt ee budget.

Representative Costello replied that the increment had been
in the base and the budget subcommttee had noved it into
the |anguage section. She elaborated that the additional
$500, 000 request was included in the capital budget.

3:21:41 PM

Representative Gara asked if the operating budget cost was
$800, 000 and the capital budget request was $500, 000.

Representative Costello replied that $500,000 would be
included in the operating budget |anguage section if the
proposed anendnent passed and $500, 000 woul d be included in
the capital budget if approved.
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Representative Gara asked for verification that w thout the
anmendnent there would be zero funds allocated to the item
Representative Costello replied in the affirmative.

3:22:17 PM

Vice-Chair Neuman asked for clarification on the total
proposed expenditure. He wondered if the anmendnent added
$500, 000 to the anpbunt the agency woul d receive.

Representative Costell o answered that w thout the anendnent
the royalty arbitrati on work woul d not receive any funding.

Vice-Chair Neuman pointed to a capital budget request for
funding of a portion of the increment. He surm sed that
wi t hout the anmendnent the division would still receive sone
f undi ng.

Co-Chair Austerman explained that wthout the anendnent
there would be zero operating funds designated for the
item The capital budget could contain partial funding for
the item

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON. There being
NO further OBJECTI ON Anendnent 13 was ADOPTED

3:23:58 PM

Representati ve Munoz MOVED to ADOPT Anendnent 14:

OFFERED BY: Reps. Munoz and Austerman

DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Budget Reducti ons/ Addi ti ons -
Syst emwi de

DELETE: $36, 000, 000 Uni versity of Al aska
Restricted Receipts (1048)

EXPLANATI ON:

This anmendnment would reduce unrealized University of
Al aska Restricted Receipts, Fund Code 1048 (Designated
General Funds), by $36,000,000 to an anount that comnes
closer to reflecting how much the University of Al aska
raises in tuition, fees, and other sources.

Previous University budgets have included significant
receipt authority that is unrealizable, according to
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di scussions with University officials and nenbers of
the House Finance University of Al aska Budget
Subconmi tt ee. This over-authorization for "holl ow
recei pts" creates the appearance that the University
has nore funding than what it can generate.

For exanple, in Fiscal Year 2012, the |legislature
authorized nearly $314.1 mllion in University
receipts. The University ended that fiscal year
generating alnmost $272.4 nillion -a difference of

roughly $41.7 mllion.

This $36, 000, 000 amendrment neither reduces revenue to
the University nor affects spending in Fiscal Year
2014. It is a technical adjustnent to provide nore
accurate receipt information for this Designated
CGeneral Fund source.

Represent ati ve Kawasaki OBJECTED

Representative Minoz explained that Amendnent 14 would
remove $36 million in hollow receipt authority [for the
University of Alaska]. The subcomrittee had discovered
holl ow recei pt authorities enbedded t hr oughout t he
uni versity budget, which nmade it difficult to know the true
line item expenditures in different areas of the budget.
The anendnent would retain the wuniversity's ability to
rai se federal funds; there was approximately $10 million in
federal receipt authority. She furthered that there was
close to $10 mllion in designated general fund receipt
authority above the amount currently collected in tuition
fees and from other revenue sources. She summarized that
the reduction would provide a nore accurate reflection of
t he actual university budget.

Representative Gara provided a scenario where a university
prof essor obtained private grants totaling $50 mllion. He
wondered if the anendnent would allow professors to accept
the private grant funding above the $36 mllion in
unreal i zed receipts.

Representative Munoz replied in the affirmative. She stated
that the wuniversity could ask the Legislative Finance
Di vi sion [ Correction: Legi sl ative Budget and Audit
Committee] for a |anguage anmendnent that would be brought
forward in the follow ng | egislative session
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Co- Chai r Aust er man corrected t hat t he agency was
Legislative Budget and Audit Commttee. Representative
Munoz agr eed.

Representative Gara asked for verification that the
Legi sl ative Budget and Audit Conmttee had the authority to
approve the grants during the interim

3:27:12 PM

Representative Munoz replied in the affirmative.

Representative Gara remarked that he would only be upset if
the university was denied use of grant noney it raised. He
doubted that the situation would occur.

Co- Chair Austerman commented that on average the university
had sonewhere in the neighborhood of $40 nmillion to $45
mllion annually in unused receipt authority.

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON. There being
NO further OBJECTI ON Anendnent 14 was ADOPTED.

Co-Chair Austerman MOVED to ADOPT Amendnent 15:

OFFERED BY: Represent ati ves Austernman and Costello
DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Anchor age Canmpus

DELETE: $250, 000 general funds (1004)

EXPLANATI ON:

Thi s anmendnent deletes the funding for the second year
of a two-year project of the Institute of Social and
Economi ¢ Research (ISER) on Al aska Education Policy
Resear ch.

Co-Chair Stoltze OBIJECTED for discussion.

Co- Chair Austerman addressed Amendment 15. He referenced a
| engt hy discussion from the prior year related to how to
handl e education funding throughout the state. He referred
to an education task-force that had been established. A
bill addressing the issue had not passed, but the Senate
had recommended putting two installnments of $250,000 into
Institute of Social and Econom c Research (ISER) on Al aska
Education Policy Research. He had recently nmet with |SER
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staff and had learned the first installnment of $250,000 had
not been spent. The anendnment would renove the second
install ment of $250,000 from the FY 14 budget, with the
understanding that the noney would be allocated at a |ater
time when |ISER could denonstrate that it was actively
wor ki ng to understand the education system across the state
and how it shoul d be funded.

3:29: 44 PM

Representati ve Kawasaki had not spoken directly wth |SER
but believed that the Ilegislature needed to keep al
agenci es accountable to noney they received. He did not
want to cut funds if ISER had not fully encunbered the
initial $250,000 because it was waiting on the additiona
funds; if that was the case he surm sed that contingency
| anguage may be nore appropriate that would allow |ISER to
show what the | egislature expect ed.

Representative Gara agreed wth the anmendnent as long as
| SER understood that it was supposed to use the first
$250,000 for a work product and not solely a work product
plan. He believed the entity could generate a good work
product for that anount.

Co-Chair Austerman replied that the budget anmount included
a page of instructions for |ISER

Representative Gara believed the legislature would also
work to determ ne an education funding plan.

There being NO further OBJECTI ON, Amendnent 15 was ADOPTED.

3:31: 29 PM

Represent ati ve Munoz W THDREW Anendnent 16

Represent ati ve Edgnon MOVED t o ADOPT Anendnent 17

OFFERED BY: Rep. Edgnon

DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Bristol Bay Canpus

ADD: $55,000 UG- (10Q04) $55,000 Univ Rept
(1048)
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EXPLANATI ON: There is presently a waiting list for
the Bristol Bay Canpus Nursing program and this
request will help fund the nursing faculty nenber.
Producing nore nursing graduates will help neet
enpl oyer needs and fill the increasing statew de
demand for nurses, specifically nurses for rural
Al aska.

Represent ati ve Kawasaki OBJECTED for di scussion.

Representative Edgnon explained that the anmendnent would
provide the Bristol Bay Canpus with a faculty position that
would help it to continue a local nursing program He
pointed to the programis success and noted that it had
graduated its first class. Gaduates were eligible for
enpl oynment opportunities at the regional hospital. He
furthered that the program had a waiting list. The canpus
had identified a nunber of candidates for the position.

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON. There being
NO further OBJECTION, Amendnment 17 was ADOPTED

3:33:21 PM

Representati ve Munoz MOVED to ADOPT Anendnent 18:
OFFERED BY: Rep. Minoz

LANGUAGE: AMEND Sec. 21, UNIVERSITY OF ALASKA, by
addi ng a new subsection to read:

(--) The sum of $90,000 is appropriated from the
general fund and $27,800 in receipts of the University
of Alaska as described in AS 37.05. 146(b)(2) for a
t ot al of $117,800 to the Juneau Canpus of the
University of Al aska for the Center for M ne
Trai ning. "

This section has an effective date of July 1, 2013.

EXPLANATI ON:

The University of Alaska Center for Mne Training at
t he Juneau Canpus was created in June 2011 after Hecla
G eens Creek donated $300,000 to the program It is
becomng an internationally recognized center for
training mners with state-of-the-art training aids,
faculty, and facilities. It works in cooperation with
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the University of Alaska Mning and Petrol eum Training
Service to provi de M ne Saf ety and Heal t h
Adm nistration training, such as entry-level mning
classes, that lead to good-paying jobs in Al aska
m nes.

The $117,800 request is for the center's training
director who also serves as an assi stant professor who
teaches courses supported by the Hecla Geens Creek
donation as part of the Hecla Geens Creek Mning
Training Career Pathway. The director teaches two
statewi de introductory courses that serve as the first
steps in a pathway that leads to a career in mning.
Students then enter a UA Mne Mechanics CQCccupational
Endor senent and Power Technol ogy Associ ates of Applied
Sciences certificate progranms wth an enphasis in
di esel nechanics all funded by the Hecla G eens Creek
donation. The director also operates am ne simulator
and represents the UA mne training program |ocally,
regi onal ly, acr oss t he state, national |y, and
i nternationally.

This program creates jobs in Southeast Al aska. By
putting this appropriation in the |anguage section, it
assures that this programw || be funded.

Vi ce- Chair Neuman OBJECTED.

Representative Minoz explained that the anmendnent would
provide funding for the mning training director position
at the University of Alaska Southeast. She communicated
that the program had initially been funded with a grant
from the Hecla Geens Creek Mning Conpany. A statew de
course was also offered to high school students for dual
credit. She shared that the program had been successful in
training and preparing individuals for jobs at Hecla and
Kensi ngton M ne. She expounded that other mnes in
Sout heast Al aska were training individuals through the
program in anticipation of opening on Prince of Wiles
| sl and.

Vi ce-Chair Neuman believed that the request had been put
forward by the university's Board of Regents and had not
been in the governor's proposed budget. He stated that
there was already legislation that increased the funds and
asked for mat chi ng grants from private i ndustry;
transferrable <credits could be obtained for corporate
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taxes. He stated that there was a partnership with private
i ndustry that would allow mnes to partner with schools for
training. He wanted to see increased private partnership
with the education industry where transferrable credits
could be received for various businesses; he stated that
fish, mning, and other taxes could be used. He believed in
vocational education training and understood that the
courses were needed. He remarked that workers were com ng
in from out of state for mning jobs. He reiterated his
belief that there were other ways to offer the training
such as public-private partnerships. He pointed to the
current budget deficit. He nmentioned his legislation
related to technical vocational education program funds
that would take funds from enployees' paychecks and go
towards vocational education in Southeast; the university
woul d receive 5 percent of funds that total ed approxi mtely
$10.7 million.

3:36:46 PM

Vi ce-Chair Neuman restated his objection to Amendnent 18.
He believed the prograns were necessary, but the state was
running in a deficit npbde. He noted that there were a
significant nunber of other training progranms in Fairbanks
and in other areas; he would like to fund them all, but he
did not believe the state could afford it.

Representative Gara supported the anendnent, but wanted it
to recognize the need of mining prograns across the state.
He stated that the Board of Regents had requested
bol stering the mning program at the University of Al aska
canpuses in Fairbanks (UAF), Anchorage (UAA), Southeast
(UAS), and in one other location. He believed that with the
exception of a couple of proposals the mning history in
the state had been responsible. The industry provided well -
payi ng jobs, but positions were frequently filled by out of
state workers. He stressed that the issue was not regional;
there were m nes throughout Al aska and students across the
state could benefit fromthe jobs. He wanted to see funding
for the other canmpuses as well.

3: 38: 58 PM

Representative WIson spoke against the anendnent. She
recalled a simlar discussion related to the Al aska
Vocational Technical Center (AVIEC) and private funding.
She believed the university had a block grant that would
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allow it to fund the program She nentioned n cromanagenent
and UAF prograns needi ng instructors.

Representative Kawasaki supported the increnent, but
wondered if it would be nore appropriate to leave it under
t he Consolidated Alaskan Mning Initiative (CAM) to allow
the Board of Regents to determne the best way to
appropriate the funds. He conmunicated that the anendnent
went to the Board of Regents' original FY 14 CAM request.
The request was over $702,000 and included certification in
Fai rbanks and was associated with the Anchorage mning
industry and a mining initiative in Fairbanks.

3:40: 56 PM

Representati ve Munoz spoke in support of Amendnment 18 and a
terrific program She had visited classroons and had seen
youths wth Ilimted opportunities conplete the program
successfully and transition into high paying jobs. She
stated that w thout the noney the program would probably go
awnay.

A roll call vote was taken on the notion to adopt Amendnent
18.

I N FAVOR. Costello, Edgnon, Gara, Kawasaki, Holnmes, Minoz,
Thonpson, Austerman, Stoltze
OPPOSED: Neuman, W/ son

The MOTION PASSED (9/2). There being NO further OBJECTI ON
Amendnent 18 was ADOPTED.

3:42: 29 PM

Representati ve Munoz MOVED to ADOPT Anendnent 19:

OFFERED  BY: Reps. Munoz, Thonpson, Edgnon  and
Aust er man

DEPARTMENT: Uni versity of Al aska  APPROPRI ATI ON:
Uni versity of Al aska

ADD | NTENT:

It is the intent of the legislature that the
University of Alaska use funding appropriated by the
legislature to pay operating costs associated wth
opening new facilities.
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Co-Chair Stoltze OBJECTED for discussion

Representative Munoz expl ained that Anmendnent 19 woul d add
intent language directing the university to use funding
appropriated by the legislature to pay the operating costs
associated wth opening new university facilities including
a life sciences building in Fairbanks and a nunber of
facilities on the Kenai Peninsul a.

Representati ve Edgnon spoke in support of the amendnent; he
believed it represented a conprom se. He relayed that the
anendnent asked the wuniversity to reach within its own
funding to pay for a nunber of buildings that would begin
servicing students. He nentioned a new facility on the
Bristol Bay canpus. He hoped the intent |anguage would help
the wuniversity make the right choices when it cane to
getting the buildings and prograns up and runni ng.

3:44: 00 PM

Representative Gara spoke to the operation of buildings and
noted that the legislature had funded a nunber of
university buildings statewide; the science facility in

Fai rbanks would cost approximately $2 mllion to get
operating. He was not aligned with the conmttee on the
anount of funding included in the budget for the

university. He stressed that the noney would cone out of
classroom funding and other. He stated that he would
support the anendnent because the university had to keep
its buildings open.

Vi ce-Chair Neuman supported the amendnent. He believed the
university's total operating budget was slightly under $1
billion and that its FY 14 request was for an increase of
approximately $18 mllion; $16 million of the increase had
been approved. He thought the university's budget was doing
well in conparison to other many other budgets. He noted
that the university served a significant nunber of specific
needs i ncluding m ning operations.

Representati ve Kawasaki spoke against Amendnent 19. He
provi ded an exanple of a new dorm facility in a rural area
and surm sed that operating costs would be high. He stated
that the intent |anguage specified that if the university
wanted to see a building opened and needed capita
i nprovenent noney, it may need to think about raising
tuition to cover costs. He believed the issue represented a
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slippery slope when the legislature was stepping into the
Board of Regents territory.

3:47:23 PM

Representative Thonpson supported Amendnent 19 because it
woul d allow the regents to determ ne how to make the funds
work in particular areas. He stated that the intent applied
to the opening of new buildings that the state had funded
t hrough bonding or grants. He pointed to the $108 nillion
life sciences facility in Fairbanks as an exanple. He
nmentioned a new building in Representative Edgnon's
district that would cost $246,000 to open and operate. He
stressed that the state could not let a brand new buil di ng
sit enpty. He added that perhaps the state should determ ne
how building mintenance wuld be funded prior to
construction. He relayed that the anmendnent woul d nmake sure
the regents wunderstood that they were responsible for
determining where they would take the funds from the
university's $946 mllion budget.

Represent ati ve Kawasaki MAI NTAI NED hi s OBJECTI ON

A roll call vote was taken on the notion to adopt Amendnent
19.

I N FAVOR. Edgnon, Gara, Holnes, Mnoz, Neuman, Thonpson,
W son, Costello, Stoltze, Austernman
OPPCSED: Kawasaki

The MOTI ON PASSED (10/1). There being NO further OBJECTI ON
Amendnent 19 was ADOPTED

Representative WIlson MOVED to ADOPT Anendnent 20:
OFFERED BY: Reps. W/ son and Thonpson

LANGUACE
AMEND Sec. 25, FUND CAPI TALI ZATION, by inserting a new
subsection after subsection (g) to read:

(h) The sum of $125,000,000 is appropriated from the
general fund to the Al aska Industrial Devel opnment and
Export Authority sustainable energy transm ssion and
supply devel opnent fund (AS 44, 88. 660) . The
appropriation nade in this subsection is contingent on
approval by the Alaska Energy Authority of a |oan of
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no less than $10,000,000 from the sustainable energy
transm ssi on and suppl y devel opnent fund (AS
44.88.660) for the purpose of advancing the use of
North Sl ope natural gas in the Fairbanks area.

ADD Contingent Effect to sec 35: The appropriation
made in sec. 25(h) of this Act is contingent as set
out in sec. 25(h) of this Act."
EXPLANATI ON: Capitalizing the AlIDEA sustainable energy
transm ssion and supply developnment fund will provide
t he fi nanci ng conponent to HB 74/ SB 23.

There bei ng NO OBJECTI ON, Anendnent 20 was ADOPTED.

Co-Chair Austerman MOVED to ADOPT Anendment 21:

OFFERED BY: Represent ati ve Auster man

DEPARTMENT: Fund Transfers

APPROPRI ATI ON:  OpSys DGF Transfers (non-add)

ALLOCATI ON: Power Project Fund

LANGUACE:

Add the following subsection on page 74, follow ng
line 11:

"(P) The sum of $10,000,000 is appropriated from the
general fund to the power project fund (AS 42.45.010)
for the purpose of mnmaking a loan to the Cordova
El ectric Cooperative for t he Hunpback Cr eek
hydroel ectric project. The appropriation nmade in this
subsection is contingent on the approval by the Al aska
Energy Authority of a loan not to exceed $9, 123,000
from the power project fund to the Cordova Electric
Cooperative for the Hunpback Creek hydroelectric
project."”

Page 77, followng line 20: Insert a new bill section
to read:

"Sec. 35. CONTI NGENT EFFECT. The appropriation made in
sec. 26(p) of this Act is contingent as set out in
sec. 26(P) of this Act."

Represent ati ve Kawasaki OBJECTED for di scussion.
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Co-Chair Austernman explained that Anmendnment 21 would

transfer $10 million from the General Fund into the Power
Project Fund. He detailed that |egislative approval was not
required for loans to utilities for up to $5 mllion. The

anmendnent enabled the Alaska Energy Authority to conduct
due diligence; it could approve a loan that was not to
exceed $9, 123, 000.

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON. There being
NO further OBJECTION, Amendnment 21 was ADOPTED

3:50:45 PM
AT EASE

4:03:29 PM
RECONVENED

Co-Chair Austerman pointed to an anendnent to Anendnent 8
t hat had been held for drafting.

Represent ati ve Kawasaki MOVED t o AMEND Amendnent 8:
OFFERED BY: Represent ati ve Kawasaki

DEPARTMENT: Depar t ment of Envi r onnent al
Conservati on
APPROPRI ATI ON: Wt er

Amendment to Anendnent #8

REMOVE', to the extent feasible,” after the word
"Conservati on”

EXPLANATI ON: this ensures t he depart nment does
i npl ement the intent of this anmendnent

Co-Chair Stoltze and Representative Thonpson OBJECTED

Representati ve Kawasaki expl ai ned t he anmendnent to
Amendnent 8. He discussed that the legislature included a
significant amount of intent |anguage in the budget on an
annual basis. He believed that deleting the |anguage "to
the extent feasible"” forcefully conveyed exactly what the
| egi slature wanted w thout any caveats; it would require
the departnment to mmke information regarding cruise ship
geogr aphi cal areas available to the public on its website.

4: 05: 06 PM
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Representative Mnoz shared that the |anguage "to the
extent feasible" did not cone out of the subconmttee. She
supported the deletion of the |anguage.

Co-Chair Stoltze W THDREW hi s OBJECTI O\

Representative WIson OBJECTED.

Aroll call vote was taken on the notion to anend Anendment
8.

I N FAVOR. Gara, Kawasaki, Holnmes, Minoz, Costello, Edgnon,
Aust er man
OPPCSED: Neunman, Thonpson, W/ son, Stoltze

The MOTI ON PASSED (7/4). There being NO further OBJECTI ON,
t he anendment to Anendnent 8 was ADOPTED.

There being NO OBJECTION, Anmendnent 8 as anmended was
ADOPTED.

4:07:35 PM

Representati ve Gara MOVED t o ADOPT Anendnent 22:

OFFERED BY: Representatives Gara, GQuttenberg and

Kawas aki

DEPARTMENT: Educati on and Early Devel opnent
APPROPRI ATI ON: Teachi ng and Learni ng Support
ALLOCATI ON: Early Learni ng Coordi nation
ADD: $242,500 General Funds (1004)

EXPLANATI ON: Rest ores Governor's FYl4 budget
proposal for Parents as Teachers, a cost-effective
Pre-Ki ndergarten effort for students who do not attend
Pre-K classes. In FY13, legislation (SB 182) was
passed to fund this effort with three years of an
additional $3.3 million to reach students across the
state. That fiscal note was vetoed down to $492, 500.
This anmendnent restores funding to the base anount
requested by the Governor in his FY14 budget.

Co-Chair Stoltze OBJECTED.
Representative Gara communicated that Anmendnent 22 would

restore the governor's proposed funding reconmendation for
the Parents as Teachers program He explained that a nunber
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of years earlier several |egislators had begun work to plan
Pre-K funding that was acceptable to the Denocrat and
Republican parties. He relayed that there had been
objections in the past related to classroom Pre-K
therefore an out of the classroom option had been created.
Parents were trained to work wth their children on
intellectual developnent, which put them on an equal to
advanced footing with peers upon entrance into Kindergarten
and 1st grade. The Parents as Teachers program was used
statewide in nmany conservative states throughout the
country. He stated that the program was proven to work to
i nprove intellectual capability and reading ability.

Representative Gara relayed that the prior year |egislation
with a three-year $3.3 mllion per year fiscal note had
been passed that would extend the Parents as Teachers
program across the state. The governor had vetoed the bil
and had reduced the fiscal note to $492,000 for each of the
three years. The governor included the funds in his
proposed FY 14 budget and it had been cut by $242,000 in
subconmttee. He stressed that preparing students for
earning would inprove student and school success. He
listed classroom Pre-K, hone |earning, and other as ways to
i ncrease inprovenent. He relayed that the current increnent
would only provide service for 300 to 400 famlies. He
believed the funding should be part of the state's
education plan to provide students with tools for success.
He stated that if children did not receive early education
by 3 or 4 years of age they would have troubl e through high
school, nore noney would be spent on renediation and
special education services, and graduation rates would
decline. He comunicated that the amendnent was nodest and
sought to restore the governor's proposed funding.

4:12:01 PM

Representative WIson spoke in opposition to the anendnent.
She discussed the Best Beginnings and Parents as Teachers
progranms. She stated that Best Begi nnings had over $230, 000
in donations and a $130,000 cash match. She stated that
unfortunately Parents as Teachers did not have funds;
however, the program should be able to | ocate other funding
sources. She furthered that it was beconing increasingly
necessary for progranms to |ook for matching funds and in-
kind matches. She relayed that the intent was to send
Parents as Teachers the sanme nessage as Best Begi nni ngs.
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Representati ve Kawasaki spoke in support of Amendnent 22.
He referenced a supporting docunent for the anmendnent
stating t hat t he hi ghest per form ng chil dren had
participated in Parents as Teachers and in other prograns
such as conbined preschool and/or center based childcare.
He believed that the debate on the issue should be focused
on one program

Representative Gara stated that the commttee agreed that
Parents as Teachers worked and prepared children for
success in greater nunbers. He noted that the only dispute
he had heard was that the program needed to |ocate private
funding. He discussed that Best Beginnings did receive sone
private funding and had a |imted budget of approxinmtely
$900, 000. He stressed that the people running Parents as
Teachers were busy educating kids and did not have the
extra staff to locate funding that was probably not
avai l able. He remarked that it would be one thing if there
was private noney available that the program was m ssing
out on. He stated that the legislature tended to fund the
school system wth public dollars. He hoped conmttee
menbers would recognize that the noney would lead to
success for many children.

4:15: 23 PM

A roll call vote was taken on the notion to adopt Amendnent
22.

I N FAVOR: Kawasaki, Hol mes, Munoz, Gara
OPPCOSED: Neuman, Thonpson, W son, Costel | o, Edgnon,
Stol tze, Austernman

The MOTI ON FAI LED (4/7).

4:16: 14 PM

Representative Gara MOVED t o ADOPT Anmendnent 23:

OFFERED BY: Representatives Gara, GQuttenberg and
Kawasaki

DEPARTMENT: Educati on and Early Devel opnment
APPROPRI ATI ON:  Teachi ng and Learni ng Support

ALLCCATI ON: Pre-Kindergarten G ants

DELETE: $2, 000, 000 G- (1004) Orl

ADD: $2, 480,000 G- (1004)
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EXPLANATI ON:  This anmendnent restores $2 mllion of
one-time funding to the base budget of the Pre-
Ki ndergarten Gants as requested in the Governor's
FY14 budget proposal it also restores the $480,000
increnent requested by the Governor in this FY 14
budget .

In 2010 the Comm ssioner of the Departnment of
Education stated his intention that this 310 student
pilot project would be expanded upon proof that it
enhances student achievenent. It has been proven to
enhance learning in a state that ranks 45th in the
nation in 4th grade readi ng |evels.

Representative Wl son OBJECTED.

Representative Gara explained the anmendnent that would
restore Pre-K funding to the governor's proposed |evel. He
stated that a pilot Pre-K program had been started three
years earlier and the DEED comm ssioner had relayed that if
the program was proven to work the state would begin
expanding it by approximately $2 mllion per vyear; the
pilot program had ended in 2012. He shared that roughly
half of the students previously in the bottom quarter of
standardi zed testing had advanced out of the category after
the first half of the year. He detailed that the program
resulted in alnmost a doubling of students testing in the
top t wo quarters. He st ated t hat t he program s
ef fectiveness had been proven.

Representative Gara furthered that the governor had
requested an additional $480,000 to be added to the prior
year funding of $2 million. He opined that the nunber
should be higher, but he was satisfied with the increnent
as long as the program continued to be expanded to
additional famlies going forward. He |isted benefits of
the program including higher graduation, college, and job
rates. He shared that students were also less likely to be
incarcerated in later years and were nore likely to earn a
hi gher wage upon graduation. He relayed that the current
Pre-K program served approximtely 2 percent of eligible
children in the state; the national average (outside of
Head Start) was 28 percent. He stressed that the |[|ow
percentage was part of the reason graduation rates were |ow
in the state. He stated that the additional $480,000 was
not a substantial sum of noney and enphasi zed the programs
success.
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4:20:10 PM

Representative WIson wondered whether the prograns
results were proven. She discussed testing the students in
Ki ndergarten through third grades; DEED planned to begin
tracking the current Pre-K students. She wondered whether
Pre-K children were actually reading at higher levels than
others in second or third grade. She relayed that six out
of the eight prograns were Head Start; five out of six of
the prograns that received the first three years would be
receiving two additional years. She expected that the state
would look at different types of Pre-K prograns to
determ ne which provided the nost benefit for the noney
spent. She discussed other options apart from funding
current prograns with additional noney.

Representative WIlson relayed that the $2 mllion funding
had been changed to a one-time increment in the DEED budget
subcomm ttee process. She enphasized that the grants would
end the following year. She wanted to ensure the grants
were funding all types of prograns including private pre-
schools. She stated that private pre-schools were funded
through the Departnent of Health and Social Services for
one-incone famlies who may not qualify for Head Start.
She stressed that a pilot project should be done throughout
the state to be fair and to determ ne progranms that work.
She opined that it was not fair for a program that had not
received three years of state funding to conpete with a
program that had. She reiterated that the state would be
tracking the prograns to determne their results.

Representative Minoz asked whether the entities currently
using the funds would be able to apply for funds and
recei ve consideration

Representative WIlson replied that the grant went for one
nore year and that entities currently receiving funds would
receive slightly less funding; how it appeared would be up
to the departnent. She hoped that programs which had
al ready received four years of funding would see a decrease
and woul d not be grantees the foll ow ng year.

4:23:29 PM

Represent ati ve Kawasaki spoke in support of the anendnent.
He referenced page 2 of the Amendnment 23 package. He
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pointed to frequent confusion between various prograns
i ncluding Head Start, Best Beginnings, early education, and
private Pre-K schools. He comunicated that DEED had
relayed that no student attended both a Pre-K and a Head
Start class. He enphasized that when nmaking a commtnent to
education, a one-tinme increnent was not sufficient. He was
in favor of restoring the governor's funding increnent.

Representative Holmes spoke against the anmendnent. She
stated that she was a huge believer in education. She
rel ayed that she had supported reinstating sone funding for
the Best Beginnings and Parents as Teachers prograns. She
referred to the legislature's process of working to
determne how to continue core services during a tinme of
potential budget deficits. She believed in Pre-K and opined
that the current budget would allow the program to
continue, while enabling the legislature to analyze how it
woul d continue to fund K-12 educati on.

4:26:27 PM

Representative WIlson followed wup on Representative
Kawasaki's remarks and stated there were different children
in the Head Start prograns because it was all one program
She el aborated that the departnent did not track Parents as
Teachers or Best Beginnings as Pre-K prograns. Her concern
about duplication related to prograns that the departnent
used essentially as block grants, which had not been
tracked in the past. She noted that tracking would begin
for prograns including Parents as Teachers.

Representati ve Gara bel i eved t here was a huge
m sunder st andi ng about the program He conmmunicated that a
portion of the students used sone Head Start services (e.g.
screening, health, and other). He disputed the inpression
that many of the children were attending a Head Start
cl assroom He stated that <children needed to enter
Kindergarten ready to learn if the goal was to inprove
school outcomes and to save noney in the long-term He
believed it was a problem that one-fourteenth of Al aska's
children were receiving Pre-K conpared to the national
aver age.

A roll call vote was taken on the notion to adopt Amendnent
23.

I N FAVOR: Edgnon, Gara, Kawasaki
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OPPCSED: Hol nes, Minoz, Neuman, Thonpson, W1 son, Costell o,
Aust erman, Stoltze

The MOTI ON FAI LED (3/8).
Representati ve Gara W THDREW Anendnent 24.

4:29: 50 PM

Representative Gara MOVED t o ADOPT Anmendnent 25:

OFFERED BY: Representatives Gara, GQuttenberg and

Kawasaki

DEPARTMENT: Heal t h and Soci al Servi ces
APPROPRI ATI ON: Chi l dren's Servi ces

ALLOCATI ON: | nffant Learning Program G ants

ADD: $400, 000 General Fund/ Ment al Heal t h
(1037)

EXPLANATI ON: Rest or es Governor's FY14 budget
pr oposal The | nf ant Lear ni ng Program provides

screening, evaluation and early intervention services
for children ages 0-3 wth developnental delays.
Services provided support rather than supplant the
natural care-giving roles of famlies, and providers
seek to pronote a fam|ly's autonomny.

Vi ce- Chair Neunan OBJECTED.

Representative Gara conmmunicated that the anmendment would
restore funding for the Infant Learning Program to the
governor's proposed |evel of $400,000. He shared that the
program targeted children wth hearing and/or visual
disabilities that a parent may not be aware of. The program
provi ded services to children upon diagnosis in order to
prevent significant developnmental delays. He stated that
the cost of the program was nininmal conpared to the
substanti al results it achieved. He pointed to the
i nportance of identifying Fetal Alcohol Syndrone, Autism
and other in the early years. He furthered that addressing
the issues early on would save noney in the long-term

4:31:21 PM

Vi ce-Chair Neuman spoke in opposition to the anmendnent. He
referenced line 31 of a LFD budget worksheet for DHSS. He
relayed that the increnent was part of the Bring the Kids
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Hone program He noted that a portion of funding had been
reduced in the governor's budget. He pointed to various
increnents for the Infant Learning Program including
$175,000 for nmmintenance and services, $25,000 for early
i ntervention, $1,500,000 for child abuse prevention and
treatment, $80,000 for positive parenting, and $4, 485, 000
for other progranms. He stated that the budget subcommittee
had worked to spread out [funding cuts] as nuch as
possible. He nentioned that another commttee nenber was
| ooking at Infant Learning Progranms in the anount of
$7, 750, 000. He stated that the decrease was snall.

Vi ce-Chair Neuman stressed the inportance of reigning in
sone of the budgets in order to prevent continued grow h.
He remarked that a significant anount of other nobney was
going into the prograns.

Representative Gara understood the difficulty facing the
subconm ttee chair. He believed the state's revenue outl ook
shoul d be able to support the funding for itens such as the
| nf ant Lear ni ng Program

4:34:14 PM

A roll call vote was taken on the notion to adopt Amendnent
25.

IN FAVOR: Gara, Kawasaki

OPPCSED: Munoz, Neunman, Thonpson, WIson, Costello, Edgnon,
Hol mes, Stoltze, Austernman

The MOTI ON FAI LED (2/9).

Representative Gara MOVED to ADOPT Anendnent 26:

OFFERED BY: Representatives Gara, (Quttenberg and

Kawasaki

DEPARTMENT: Educati on and Early Devel opnent
APPROPRI ATI ON: K- 12 Support

ALLOCATI ON: Foundati on Program

ADD: New Language Secti on: Sec. 14(b) The sum
of $60, 000, 000 is appropriated fromthe general fund to
the Departnent of Education and Early Devel opnent to
be distributed as state aid to districts according to
the average daily nenbership for each district
adj usted under AS 14.17.41Qb)(l1)(A) -(D) for each of
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the fiscal years ending June 30,2014; June 30, 2015
and June 30, 2016.

Renunber sections accordingly.

ADD: Intent Language: It is the intent of the
| egislature that the FY15 and FY16 budgets shal

i ncl ude $40, 000, 000 increnments in each year also to be
distributed as state aid to districts according to the
average daily nenbership for each district adjusted
under AS 14.17.4 1 Qb)(1)(A) -(D so schools can plan
t hei r budgets.

EXPLANATION: This FY14 increnent will avoid educator
and staff cuts, which have been seen in WMat-Su,
Anchor age, Kodi ak, Juneau and ot her Al aska
communities. It will allow for the replacenent of | ost
education staff over the past two years.

The intent |anguage wll allow school <classroom
funding to keep up with inflation, and wll allow
schools to plan their budgets for the comng year as
was intended with forward fundi ng of education costs.

Co-Chair Stoltze OBJECTED

Representative Gara addressed the anmendnent. He relayed it
was his only anmendnent that did not try to restore a
governor's proposal. He explained that the anendnent was
aimed at reversing three years of statew de school staffing
cuts. He furthered that funds would be distributed under
the Base Student Allocation (BSA) fornula; the goal would
be $60 mllion the first year and a $40 mllion increnent
in each of the followng tw years. The first year was
intended to nake up for sonme of the |osses and would all ow
schools to hire back sone of the lost staff. He relayed
that over 200 staff had been lost in Anchorage over the
past three years; there was a proposal to cut over 200 nore
the followng year. He pointed to various proposed cuts
i ncluding 30 teacher positions in Fairbanks; Juneau school s
had | ost over 10 percent of its staff and additional cuts
were proposed for the followng year; Kenai and Lower
Kuskokwi m had | ost staff and nore cuts were proposed; Mat-
Su student population had increased, but staff had
decreased; the sanme was true for Kodiak, Northwest Arctic
Bor ough, Chugach, None, Ketchi kan, and ot her.
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Representative Gara relayed that the amendnent was i ntended
to reduce the cuts. He stressed that vibrant schools and
students ready to enter the workforce were not produced by
reduci ng teacher positions. He agreed that the state had
invested a significant anmount of noney into its schools
over the years; however, clains that the state was spendi ng
record funding on schools counted noney that could not be
used in classroons. He furthered that when noney for the
Teachers' Retirenment System (TRS) and pupil transportation
were backed out, according to a Legislative Finance
Division report, the state was approximately $110 per
student behind where it had been three years earlier in per
student funding (assumng the Federal Reserve Board's
estimate of 1.8 percent inflation for the follow ng year).
He continued that schools had to pay for health insurance
rates that were rising quicker than inflation. He relayed
that the anmendnent was the best attenpt to bring funding to
higher levels for long-term planning. He pointed to
famlies discussing noving from the state because they
believed there was a | ack of conm tnment to school funding.

4:40: 03 PM

Co- Chair Austerman asked about the $60 nmillion in FY 14 and
$40 mllion in FY 15 and FY 16. He wondered if the nunbers
conmpounded each year. Representative Gara replied that it
would be $60 nillion the first year and a $40 nillion
increment in both FY 15 and FY 16.

Co-Chair Austerman asked for clarification on the nunbers.
He asked if the cost would be $60 million the first year
$100 million the second year, and $140 nmillion in the third
year. Representative Gara replied in the affirmative. He
el aborated that the funding would be ainmed at keeping pace
with inflation and health insurance costs.

4:41: 34 PM

A roll call vote was taken on the notion to adopt Amendnent
26.

I N FAVOR: Gara, Kawasaki
OPPCSED: Neuran, Thonpson, W | son, Costel | o, Edgnon,
Hol mes, Munoz, Austerman, Stoltze

The MOTI ON FAI LED (2/9).
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4:42:31 PM

Represent ati ve Kawasaki MOVED to ADOPT Amendnent 27

OFFERED BY: Representatives Gara, (Quttenberg and

Kawasaki

DEPARTMENT: Labor and Wor kforce Devel opnent
APPROPRI ATI ON:  Busi ness Part nershi ps

ALLQOCATI ON: Busi ness Servi ces

ADD: $250, 000 STEP (1054)

EXPLANATI ON: This amendnent restores 50% of the cut
to the State Training and Enploynment Program (STEP)
program The STEP program is funded through a set-
aside from the Unenpl oynment I|nsurance Trust Fund. This
program provides training and job skills to people
eligible for unenploynent benefits to help them get
back to work in good-payi ng jobs.

Co-Chair Stoltze OBIJECTED

Representati ve Kawasaki explained that Anmendnent 27 would
restore 50 percent of a cut made to the State Training and
Enpl oynment Program (STEP). He detailed that the program was
currently funded through unenploynent insurance receipts.
He understood that the Unenpl oynent |nsurance Trust Fund
was sol vent. He explained that STEP ensured that
individuals had adequate job skills to account for a
changi ng econony. He furthered that the program hel ped put
people to work who were in need of jobs. He spoke to the
i nportance of access to training that would allow
individuals to obtain available jobs. He noted that Al aska
had been fortunate to weather the fiscal storm occurring in
the Lower 48 and had done so due to prograns |ike STEP

Representative WIson remarked that she would be interested
in any information that showed the increment was used to
put Al askans back to work; she did not believe it did. She
was concerned that nuch of the funding had been used within
| abor unions to train their own workers. She shared that
unions had flown their menbers to conduct training for
i ndi viduals who had gone back to school and were | ooking
for work. She believed some of the itenms should be paid for
with union dues. She discussed that $500,000 had been
removed by the subcommittee because the Departnent of Labor
and Wor kforce Devel opnment (DLWD) was spending faster than
it was recouping. She shared that the goal was to ensure
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the funds were utilized to put unenpl oyed people to work or
to hel p peopl e obtain higher paying jobs.

4:46: 01 PM

Representative Gara believed Representative WIson hel ped
to relay that the nobney was being used to put people to
work. He furthered that the departnment and the governor
were working to spend the noney on the nost efficient way
to put people to work. He had no objection to noney being
used for apprenticeship prograns or private vocational
education to put people to work. He expressed his desire
for individuals to receive the best training possible. He
addressed Representative WIson's coment about unions
paying with their dues and elaborated that Al askans paid
into the unenploynent system He detailed that the
unenpl oyment system was designed to provide funding to
individuals for job training. He enphasized that the STEP
program worked. He invited nenbers to speak with DLWD about
usi ng i ndependent contractors for training if they believed
it was nore efficient. He concluded that w thout the nopney
fewer people would be put back to work.

A roll call vote was taken on the notion to adopt Amendnent
27.

I N FAVOR Gara, Kawasaki
OPPCSED: Thonpson, W1 son, Costello, Edgnon, Hol nes, Minoz,
Neuman, Stoltze, Austernman

The MOTI ON FAI LED (2/9).

4:48: 33 PM

Representative Gara MOVED t o ADOPT Anmendnent 28:

OFFERED BY: Representatives Gara, CQuttenberg and
Kawasaki

DEPARTMENT: Al aska Court System

APPROPRI ATI ON: Therapeutic Courts

ALLQOCATI ON: Therapeutic Courts

ADD: $1, 165,000 Ceneral Fund/ Mental Health
(1037)

EXPLANATI ON: This anmendnment restores the Governor's
FY14 budget proposal for base funding of Therapeutic
Courts operating since 2001 in Anchorage, Bethel,
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Fai rbanks, Juneau and Ketchikan. It also funds the
Governor's request ed FYl4 i ncr enent to expand
Therapeutic Courts to Kenai and Pal ner.

Co-Chair Stoltze OBJECTED

Representative Gara MOWED to AMEND Anendnent 28 by
replacing the funding request increment of $1,165,000 with
a $689,000 increnent. There being NO OBJECTION, the
amendnment to Amendnent 28 was ADOPTED.

Co-Chair Stoltze MAI NTAINED his OBJECTION to the notion to
adopt Anmendnent 28.

Representative Gara spoke to anmended Amendnment 28. He
expl ai ned that the Court System was not ready to expand the
Therapeutic Court System nodel to Kenai and Honer in the
current year as the contractors and staff had not been
obtained at present; therefore, the requested increnent had
been reduced. The anended anendnment would restore funding
to the prior year's level for the existing therapeutic

courts in Juneau, Ket chi kan, Fai r banks, Bet hel , and
Anchorage. He pointed to a population with substance abuse
problens, nental illness, and other. The program provided

"tough love" for individuals. He furthered that the program
required individuals to appear in court once a week to show
they were following education, job training, ment a

illness, or substance abuse treatnent plans. |Individuals
who did not follow their plans were renoved from the
program and sent to jail.

Representative Gara shared that crimnals not going through
the therapeutic court program had a 39 percent recidivism
rate; however, the recidivismrate was one-third of the 39
percent for individuals going through the therapeutic
courts after one year. He enphasized that two-thirds of the
peopl e had reduced crinmes. He stated that the program had
existed for many years and that it worked pretty well. He
el aborated that it was not possible to always cure
individuals with substance abuse problens, nental health
di sorders, and other. He furthered that the program saved
prison and | aw enforcenent costs; the program put people to
work instead of in jail. He stated that there was no such
thing as a 100 percent success rate, but he believed the
nunbers were better than those in the Departnent of
Corrections. He noted that crimnals convicted of sexual
abuse were not eligible for the program Low |level crines
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and offences such as a third DU [Driving Under the
| nfl uence] qualified an individual for the program

4:53:45 PM

Co-Chair Stoltze discussed that the reduced funding was
related to a disappearance of federal funds. He relayed
that the Court System had indicated it would pursue funding
el sewhere. He stated that it had not been possible to reach
a conprom se during the budget subcommttee process. He
furthered that the system had been receiving federal noney
that had not been reflected in its budget. He stated that
the issue was problematic and that the courts did not have
the Capital Inprovenent Project (CIP) receipt authority. He
expl ained that the receipt authority had been inserted in
the budget in the event that federal funds could be
| ocated. He elaborated that if the issue was critical they
would find the funds in other locations. He stressed that
the primry issue was a loss of federal funding and
believed there was a non-acceptance from the Court System
on the issue. He remarked that discussion with the Court
System had been |limted and that it had not been engaged in
| ocating an alternative sol ution.

4:56:40 PM

Represent ati ve Kawasaki spoke in support of the anendnent.
He believed that success of the therapeutic court program
had been seen. He addressed the issue of federal versus
state funds and discussed the |legislature's process of
wei ghing the inportance of itens and determ ning what was
nost effective going forward. He pointed to an |ISER report
acconpanyi ng the budget anendnents (copy on file) that
showed recidivism rates of conparison offenders and
graduates of the program He stressed that the recidivism
rates of those who underwent the program were roughly half
t hose of non-therapeutic court graduates. He expounded t hat
fewer individuals in prison nade the program econom cal. He
enphasi zed that the state spent an average of $135 per
prisoner in the corrections system He reiterated the
effectiveness of the program and believed smaller budget
growh in other agencies could potentially occur as a
result.

Representative Gara provided a wap up on Amendnent 28. He

understood that reduced federal funding was a reality and
that the state would need to decide which itens to fund. He
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stated itens that did not make a difference in the |lives of
residents included federal overreach or bad policy;
however, the state should not blame the federal governnent
for taking away funds from sonething that worked. He
stressed that the state needed to decide how to run
successfully. He was positive there would be increased
costs in the Alaska Psychiatric Institute (APl), the jai
system and other if the therapeutic program was not funded.
He believed the program provided a much cheaper way to dea
with a problem of abuse and violence. He accentuated that
the program reduced violence and institutionalization and
saved noney.

5:00: 12 PM

Co-Chair Stoltze remarked that that there was no bl am ng of
the federal governnent for the reduced funding, but that it
was a reality that needed to be acknow edged.

A roll call vote was taken on the notion to adopt anended
Amrendnent 28.

I N FAVOR: Gara, Kawasaki

OPPCSED: W/ son, Costello, Edgnon, Holnes, Minoz, Neunman,
Thonpson, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

Representative Gara MOVED t o ADOPT Amendnment 29:

OFFERED BY: Representatives Gara, GQuttenberg and

Kawasaki

DEPARTMENT: Heal th and Soci al Services
APPROPRI ATI ON: Behavi oral Heal th

ALLOCATI ON: Unal | ocat ed Reducti on

ADD: $8, 368, 800 General Funds (1004)

EXPLANATI ON: Rest or es Governor's FYl4 budget
proposal for Behavioral Health services and grants.
The Division of Behavioral Health serves Al askans in a
variety of inportant ways, by acting to: 1) Prevent
and treat nental health conditions; 2) Help Al askans

Wi th nment al illness avoi d | ong-term
institutionalization or jail, 3) Transition people
from illness to productivity, including stable
housing; 4) Treat Alaskans willing to resolve their

subst ance abuse problens, and reduce waiting lists for

House Fi nance Conmmittee 53 03/12/13 2:25 P. M



this treatnment; 5) Provide early intervention wth
mental health problens so they are caught early, don't
grow, can be treated, and harm and illness are avoi ded
or mnimzed. 6) Address and prevent the epidemc of
suicide, particularly in rural Alaska. 7) Fund the
Al aska Psychiatric Institute. 8) Provide Fetal Al coho
Syndr ome support.

Co-Chair Stoltze OBIJECTED

Representative Gara explained that Amendnent 29 would
restore $8.3 mllion of behavioral health funding. He
acknow edged the challenge that faced the DHSS subconm ttee
in sifting through a difficult budget. He relayed that the
department had conmunicated there would be close to $8.3
mllion less in services to people with FAS, substance
abuse problens, autism nental health problens, and other.
He discussed that treatnent of the various problens
prevent ed i ndi vi dual s from becom ng honel ess and
institutionalized at API or ot her. He pointed to
significant public testinony that the funding had kept
famlies together and people off the streets.

Representative Gara |ooked forward to neeting over the
interim to look at prograns that did not work; however,
there was no evidence that the behavioral health services
were wasteful. He stated that on the contrary, the services
were underfunded. He referred to testinony by agency
enpl oyees that their entities had been flat funded over the
years. He nentioned Nugent's Ranch, which provided |ong-
term al coholism care. The programis prior facility had 46
beds; however, the new facility served 26 people because
funding was disappearing (there was currently only funding
for 20 of the beds). He pointed to waiting lists across the
state for treatnment prograns; the nmethadone clinic in
Anchorage had a priority for pregnant wonen, but there was
no room for other addicts. He observed that a I|ack of
treatment prograns would increase crinme on the street. He
stressed that the anendnent would cut crinme and agony and
woul d keep people off of the street and out of honeless
shelters and would keep famlies together. He enphasized
that the governor had included $3 mllion in grant noney in
his proposed budget in order to serve the shortfall in
fundi ng over the upconm ng three years.

5:05: 50 PM
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Vi ce-Chair Neuman understood the passion related to the
issue. He explained that the prior year $9 mllion in
addi ti onal noney had been included in the DHSS budget; $700
[thousand] of the anobunt had been appropriated towards
pr ogr ams and $8.3 mllion had been unal | ocat ed.
Consequently the $8.3 nillion had been pulled from the
budget. He enphasized that services to prograns had not
been cut. He furthered that the legislature worked to
provide for efficiencies that went back to the departnent's
comm ssioner. He shared that earlier in the year the
Legi sl ati ve Budget and Audit Conmttee had pulled over $7
mllion from DHSS that the departnent had worked hard
through efficiencies to obtain. As a result, the DHSS
subcomm ttee had created a new allocation titled
Performance Bonuses and had appropriated close to $4
mllion in unrestricted federal recei pts through the
Children's Health Insurance Program Reauthorization Act for
performance bonuses. Qher |anguage had been included
specifying that if the comm ssioner found efficiencies,
wor ked hard, and other that the noney would be directed
back to the comm ssioner's office instead of being swept
into the General Fund.

Vi ce- Chair Neuman enphasi zed that the |egislature was doing
its best to ensure that the hard work provided by the
depart ment went back to t he commi ssi oner for
reappropriation (the legislature would continue to have
oversight on the spending). He informed the conmttee that
t he DHSS budget had grown significantly in recent years and
was currently approximately $2.7 billion. He detailed that
the total reduction to the FY 14 DHSS budget was
approximately $25 mllion (less than 0.1 percent). He
expl ai ned that the behavi oral health reduction of
$8, 368,800 or a 6.4 percent reduction from the governor's
proposed behavi oral health budget; however, the unall ocated
reduction could be spread into any allocation within the
division and was not limted to the grants allocation. He
expounded that the flexibility would allow the comm ssioner
the ability to absorb the noney nore evenly throughout the
depart ment.

Vice-Chair Neuman addressed how the cuts would inpact
behavioral health grantees in FY 14. The budget would
provide approximately $9 nillion in general funds that
could be carried forward into FY 14. He stated that
depending on how the departnent used the funds, there may
be no significant inmpact to the grantees in FY 14. He
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detailed that there were about $131 mllion in behaviora
health appropriations. He stated that the funds were
additional. He stressed that he was not happy about cutting
funding for disabled children; however, he enphasized the
need for capturing growth in the budget. He stated that
budgets would continue to grow if cuts were not mnade. He
di scussed the need to reign in funds in order to allocate
noney to capital infrastructure projects.

5:11: 09 PM

Representative Minoz asked if the $8.3 mllion from the
prior year could be fully appropriated to behavioral health
services for FY 14.

Vice-Chair Neuman clarified that $9 mllion had been added
in FY 13; $700,000 had been appropriated to specific
progr ams and approxi mat el y $8.3 mllion had been
unal |l ocated. He explained that the $8.3 nillion was the
funding that would be reduced fromthe budget.

Representative Minoz wondered whether the noney could be
expended FY 14. Vice-Chair Neuman replied in the negative
and stated that the funds had been renmoved from the FY 14
budget. He added that a one-time decrenent was not
possi bl e.

Representative Minoz restated that she was interested in

the one-time $9 mllion increment from the prior year that
was currently $8.3 mllion. She wondered whether the nobney
could be appropriated in FY 14 or if there were

restrictions on the funds.

5:12: 51 PM

Vice-Chair Neuman replied that $8.3 mllion was being
removed fromthe budget.

Representative Gara remarked that it was unclear whether
the $3 mllion that was intended to cut back waiting lists
and neet service needs could be used to offset the $8.3
mllion reduction. He furthered that by renoving the $8.3
mllion from the base it nmeant the increnent would not be
present the following year or in subsequent years. He
continued that the one-tine noney intended to neet service
needs could be used to replace the $8.3 mllion, but the
noney would not be available the following vyear. The
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department had conveyed that the noney would be taken away
from services for seriously nentally ill and enotionally
di sturbed. He conplinmented Vice-Chair Neuman for his work
on a conplex budget and his acknow edgnent of the nany
exi sting needs.

Representative Holnmes noted that the issue was difficult.
She believed the one-tinme funding was available for use;
therefore, the $8.3 nillion had been taken out of the
budget because the one-tinme funding was available. She
clarified that because of the one-tine increnent there
would not be a reduction in funding. She referred to
di scussions with LFD about the possibility of a one-tine
decrenment so that the noney would automatically be built
back into the following year's budget. She comunicated
that LFD had relayed that the one-tine decrenent would not
wor k. She understood that there was concern the noney would
not be appropriated in the future, but she was conmitted to
| ooking at the issue the follow ng year. She believed the
cut had been made due to the one-tine funding that was
avai l abl e to back-fill the decrease.

Representative Gara referenced a nmeno from the DEED
commi ssi oner and believed the departnment was not certain it
could use nore than $6 million of the $9 mllion that had
been appropriated to neet unnet service needs. He did not
believe it was appropriate to take the noney out of the
capital budget because it had been appropriated for an
unmet need for people with nmental illness and substance
abuse problens. He stated that because it was unclear
whet her all of the noney could be used it was unclear that
there would be no cuts in services.

5:18: 00 PM

A roll call vote was taken on the notion to adopt Amendnent
29.

IN FAVOR: Gara, Kawasaki
OPPCSED: Costell o, Edgnon, Hol nes, Minoz, Neuman, Thonpson,
W son, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

Representative Gara MOVED to ADOPT Anendnent 30:
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OFFERED BY: Representatives Gara, GQuttenberg and

Kawasaki

DEPARTMENT: Uni versity of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Budget Reduct i ons Addi tions -
Syst emwi de

ADD: $2, 000, 000 Gener al Fund (1004)

$2, 000, 000 Univ Rcpt (1048)

EXPLANATI ON: These funds are intended to be used by
the University of Alaska to fund the H gh Demand
Program requests. This wunallocated increnent wll
allow the University to determ ne which prograns wl |
be funded.

Co-Chair Stoltze OBJECTED

5:18:45 PM

Representati ve Kawasaki explained that Anmendnent 30 would
add $2 nmillion back into the University of Alaska Board of
Regents budget request specifically to fund high demand
prograns. He furthered that a nunber of the program
requests were to support specific canpus accreditation
needs and requirements. He pointed to nmandatory and
conprehensi ve student advising at the main canpuses and at
the College of Rural and Conmunity Developnrent as an
exanple. He pointed to the need for students to graduate in
a tinmely manner and detailed that the university had
identified the need as an issue needing attention. He
stated that the legislature had indirectly communicated
that the university should pursue the issue.

Representative Kawasaki relayed that the anendnment also
addressed other high demand program requests. He cited
exanples including public-private partnerships, the UAF
nursing program the UAF/ UAA clinical psychology demand,
construction and tribal managenent, and CAM. He pointed to
support for the issues from the legislature and private
i ndustry. The unallocated increment would allow the
university to determ ne which prograns woul d be funded.

5:22: 03 PM

Co-Chair Austerman asked if the Board of Regents request
had been in the governor's budget. Representative Kawasak
di d not know.
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Representati ve Gara clarified t hat t he i ncr enent
represented a portion of the Board of Regent's request on
hi gh demand prograns. He el aborated that the $2 mllion was
the sanme as the governor's proposed request, which had been
aimed at building operation. The anmendnent would take the
sane $2 nmllion and redirect it towards high demand
cl asses.

Representative WIson asked how nuch the university budget
had grown from the prior year. She wondered whether the
university had roomto fund the prograns if it chose to do
so.

Representative Minoz replied that the overall growh was
$16 million from FY 13 to FY 14 (half of the anmpbunt cane
from tuition and the other half was undesignated). She
detailed that the governor's proposed request for
additional funding tied to operational costs of new
facilities had been reduced by $2.3 nillion. She relayed
that the subcommttee had included |anguage that directed
the Board of Regents to fund the particular operational

costs. The $2.3 mllion reduction was a reduction in one
appropriation; in the past, there had been seven separate
appropriations for t he uni versity. The mul tiple

appropriations had restricted the university's ability to
| ocate cost savings across the system The subconmittee
felt that the reduction had been the nost flexible
appr oach.

Representative WIson spoke in opposition to the anendnent.
She communicated that the legislature was not trying to
m cromanage the wuniversity. She had confidence that the
university would locate funding for prograns that it
bel i eved were in high demand.

5:25:04 PM

Represent ati ve Kawasaki provided a wap up on Amendnent 30.
He reflected that in the past the legislature had net as a
Commttee of the Wiwole on the university budget and had
taken a close |look at how the regents operate and how
col |l ege students perform He shared a personal story about
his father attending the university. He stated that it was
necessary to change the way business was done and to |ocate
energent high demand progranms including mning. He noted
that mning jobs were sone of the highest paying throughout
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the state. He discussed student achievenrent and the
i nportance of tangible results (i.e. diplonas). He shared
that partnerships with private industry was one of the
under funded high demand program areas. He discussed the
| egislature's desire for the university to focus on
energent industries including health, bionedicine, and
wor kf orce devel opnent in fishing and mning. He stressed
that the wuniversity had done a significant nunber of the
things the legislature had requested. He stressed that the
| egislature needed to ensure that the university had
adequat e resources necessary to acconplish its goals.

A roll call vote was taken on the notion to adopt Amendnent
30.

I N FAVOR. Gara, Kawasaki

OPPCSED: Edgnon, Hol nes, Munoz, Neuman, Thonpson, W!/I son,
Costello, Stoltze, Austernman

The MOTI ON FAI LED (2/9).

Represent ati ve Kawasaki W THDREW Anendnent 31.

5:28:19 PM

Represent ati ve Kawasaki MOVED t o ADOPT Anendnent 32:
CFFERED BY: Represent ati ves Gara and Kawasaki
DEPARTMENT: Commer ce, Communi ty and Economi ¢

Devel opnent
APPROPRI ATI ON:  Econom ¢ Devel opnent

ALLOCATI ON: Econom ¢ Devel opnent
ADD: If a Qualified Trade Association (QTA)
collects $2 nmillion of additional matching funds not

currently in the budget by July 1, 2013 then the
unexpended and unobligated balance of the FY14
appropriation for Tourism Mrketing Funding, not to
exceed $13 mllion, is reappropriated to the QI A as a
grant for a tourism marketing program approved by the

Depart ment .

EXPLANATI ON: This conditional | anguage allows a
Qualified Trade Association (QIA), such as the Al aska
Travel | ndustry  Associ ati on, the opportunity to

receive state funding set aside for tourism marketing,
provided that the QIA is able to raise additional
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funds from the travel industry. If this occurs, $13
mllion of the $15 nillion appropriated to the
Depar t ment of Conmer ce, Community and  Economic
Devel opnent for Tourism Marketing Funding wll be
reappropriated to the QrA

Co-Chair Stoltze OBJECTED

Representati ve Kawasaki explained that in past years the
Al aska Travel Industry Association (ATIA) had advertised
for the state; simlar to convention and visitors bureaus
i n Fairbanks or Anchorage. He stated that ATIA had received
state funding because they had been the state's advertising
entity. He communicated that two years earlier a proposa

had been nade to bring nost of the advertising noney back
"in-house"” under the Departnent of Commerce, Community and
Econom ¢ Devel opnent (DCCED). Anendnent 31 would |ook at
whet her the state should be advertising as opposed to ATIA

The anmendnment would also ensure that the state was doing
its due diligence related to finances and to determ ne that
any qualified trade organization wanting to partner wth
the state had "skin in the gane" (i.e. $2 nillion in
mat ching funds). He believed the private sector had done a
great job showing that it could raise private funds from
groups with a vested interest in the state's tourism
i ndustry and al so all owed them sonme autonony. The amendnent
supported using the private sector instead of a state
departnent for the advertising function.

Representative Costello spoke against the anmendnent. She
addressed the anmendnent's |anguage related to locating $2
mllion in additional matching funds. She believed the
issue was revisited every year. She offered that $2 mllion
could be taken from multiple nunicipal revenue | ocations

including the $29.2 nmillion in sales tax, $26.7 million in
| odging tax, $15.2 million in dockage revenues, $32 mllion
in comercial passenger vessel tax, $3.6 mllion from the

ocean ranger pr ogram $800,000 from the conmmercial
passenger vessel environnmental conpliance, $17.8 nillion
from the Departnment of Fish and Gane |icensing tags, $18.4
mllion from the funds the AWHS collected from visitors,
$20.2 from the Alaska Railroad Corporation, and from
passenger ganbling tax. She stressed that the noney from
the various locations could be designated if the state
chose to do so; many itens in the budgets were designated.
She enphasized that the tourism industry did not receive
credit for revenue it brought to the state.
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Representative Costello continued to list various sources
that $2 mllion could be located within including the $5.7
mllion vehicle rental tax, and $3.5 mllion from corporate
income tax. She stated that an argunent heard from people
who were unsupportive of the tourismindustry and felt that
the industry did not carry its weight was that sonehow it
was not possible to attribute the entire revenue source to
tourists. She furthered that 7 out of the 12 revenue
sources (she had listed) that were paid to nunicipalities
and the state would fully cover the anount paid by the
state for tourism marketing. She provided an exanple
related to tipping at a restaurant; an 11 percent tip sent
a nessage that the waitress did a poor job. She stressed
that 11 percent of the total brought in was the anount the
state provided for tourism funding. She communicated that
many commttee nenbers had | ooked for a nore stable revenue
source to prevent the topic frombeing revisited annually.

Representative Costello explained that the marketing
activities had been brought wunder DCCED s purview and
funding had been reduced by $1 nmillion. She was dedicated
to educating legislators about revenues brought in by the
tourism industry. She furthered that the tourism business
was conpetitive in Alaska. She stated that it was not
reasonable to conpare the industry wth others. For
exanple, entities did not own the nountains around Juneau
and it was not possible to tax based on the nountains. She
felt frustration that the state was not nore appreciative
of an industry that provided jobs and provided a
significant financial return to the state. She enphasized
that tourism was a great business to get into and she
appreciated the effort to allow QTA to market itself.

Co-Chair Stoltze remarked that the |legislature would be
remss if it failed to acknow edge that Representative
Costello was the reason the tourism budget included $15
mllion. He thought the current conversation would be
characterized negatively in the press. He stressed that
Representative Costello had fought the battles related to
the tourismindustry funding.

5:36:52 PM

Representative Gara explained that the amendnent's intent
was to save noney and to get the tourism marketing effort
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back into the private sector. He did not intend to nake a
headl i ne out of the issue.

Representati ve Kawasaki expressed that his intention was
not to challenge other conmttee menbers. He furthered that
intent of the amendnent was to address a policy discussion
he believed the legislature should have. He shared a
personal story about his work history beginning that began
in tourism He enphasized that the visitor industry played
a substantial role in Fairbanks. He stated that he
supported the visitor industry 100 percent. He comruni cated
that the anendnment spoke to where, how, and who was
advertising on behalf of the state for the state's best
i nterest. He had not been supportive of noving the
advertising function fromthe private industry to DCCED. He
believed any qualified trade association could perform
well. He reiterated his support for the industry. He
pointed to international requests from people interested in
visiting the state.

5:40: 47 PM

A roll call vote was taken on the notion to adopt Amendnent
32.

I N FAVOR: Gara, Kawasaki
OPPCSED: Hol nes, Minoz, Neuman, Thonpson, W1 son, Costell o,
Edgnon, Austerman, Stoltze

The MOTI ON FAI LED (2/9).

Co-Chair Stoltze MOVED to authorize the Division of
Legi sl ative Finance and Legislative Legal Services to nake
technical and conformng anendnents to incorporate the
anmendnent s adopted by the commttee into a CS

Co- Chair Austerman recessed the neeting until 9:00 a.m the
fol |l ow ng day.

5:42:11 PM
RECESSED UNTIL 9:00 AM MARCH 14, 2013
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