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Educati on Support Services

Department of Education and Early Devel opnment
Juneau, Al aska

POSI TI ON STATEMENT:  Expl ai ned RPL 5-5-0750.

JANET CLARKE, Director

D vision of Adm nistrative Services

Department of Health and Social Services

Juneau, Al aska

POSI TI ON STATEMENT:  Expl ai ned RPLs 6-5-0169 and 6-6-0179.

JOELLEN HANRAHAN, Director

D vision of Administrative Services

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent
Juneau, Al aska

PCOSI TI ON STATEMENT:  Expl ai ned RPL 8-5-0019.

AL CLOUGH, Deputy Comm ssi oner

O fice of the Conm ssioner

Departnent of Comrerce, Community & Econom c Devel opnent
Juneau, Al aska

POSI TI ON STATEMENT:  Answer ed questions regardi ng RPL 8-5-0019.

JOHN CRAMER, Director

Adm ni strative Services Division

Department of Mlitary & Veterans' Affairs

Juneau, Al aska

POSI TI ON STATEMENT:  Expl ai ned RPLs 9-5-0061 and 9-5-0062.

ROBERTA CARNEY, Staff Oficer

Di vi si on of Honel and Security/ Emergency Managenent

Department of Mlitary & Veterans' Affairs

Fort Ri chardson, Al aska

POSI TI ON STATEMENT:  Answer ed questions regarding RPL 9-5-0062.

DAVI D TEAL

Legi sl ative Fiscal Analyst

Legi sl ative Finance Division

Juneau, Al aska

POSI TI ON STATEMENT:  Provided i nformati on on RPL8-5-0019.

BONNI E ROBSON, Consul t ant

for Joint Commttee on Legislative Budget and Audit

POSI TI ON  STATEMENT: Provided information regarding the
commttee's contract with FERC attorney M. Shepler.

PAT DAVI DSON, Legislative Auditor
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D vision of Legislative Audit

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Suggested that the commttee consider
changing its policy regarding recei pt of audit requests.

ACTI ON NARRATI VE

TAPE 04-36, SIDE A
Nunmber 0001

CHAIR RALPH SAMUELS called the Joint Conmittee on Legislative
Budget and Audit neeting to order at 2:06 p.m Represent ati ves
Samuel s, Hawker, Kohring, and Joule and Senators Therriault and
Stevens were present at the call to order.

APPROVAL OF M NUTES

REPRESENTATI VE HAWKER nade a notion to approve the mnutes of
July 8, Septenber 1, Septenber 2, Septenber 28, Cctober 13, and
Oct ober 14. There being no objection, those mnutes were
approved.

REVI SED PROGRAM - LEG SLATI VE ( RPLS)

REPRESENTATI VE HAWKER made a notion for the approval of the
foll owi ng RPLs: 2-5-0164; 5-5-0750; 6-5-0169; 6-5-0179; 8-5-
0019; 9-5-0061; and 9-5-0062.

CHAI R SAMUELS obj ected for di scussion purposes.
Nunmber 019

DUANE BANNOCK, Director, Dvision of Mtor Vehicles (DW),
Department of Administration, explained that with RPL 2-5-0164
the $1,075,300 grant will acconmplish two different projects for
DIwW. The unified network interface (UNI) wll allow DW to
el ectronically comrunicate with other states and | aw enforcenent
agenci es. The UNI program is federally mandated and there are
no state obligations or matches to the federal funds. The other
project funded by this grant is the electronic transm ssion of
citation data, which will nove away from triplicate witten
citations and data entry. This grant will nove DW further into
the el ectronic age.

Nunber 041
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MARK LEW S, Budget Anal yst, Educati on  Support Servi ces,
Department of Education and Early Devel opnent, explained that
RPL 5-5-0750 is for federal funds for the grants progranms at the
Al aska State Library. Normally, a portion of this grant
woul d' ve been recorded in fiscal year 2004, but that didn't
occur. Therefore, the departnment is requesting the authority to
record two federal grants in fiscal year 2005. This noney is
used for the inter-library cooperation grants, which are
conpetitive grants. In response to Senator Ben Stevens, M.
Lewws confirnmed that all of the grant is available for the
inter-library cooperation grants. However, he noted that there
is a small portion that falls in the contractual |ine, but that
goes directly for training in the library.

SENATOR BEN STEVENS asked if there is a listing of the libraries
that have received this type of grant program prior to this
year.

MR. LEWS answered that he didn't believe so, but offered to do
so. In further response to Senator Ben Stevens, M. Lews
confirnmed that the $966,000 new bal ance available for pending
2005 grants is carryover noney. He clarified that the
$232[,000] would be the renaining balance, unallocated federa
authority. The new grant is anticipated to be approxinmately
$733,000, with which this RPL would provide enough authority to
record the new federal grant.

SENATOR THERRI AULT inquired as to why the federal grant wasn't
recorded in tinme for fiscal year 2004.

MR LEWS explained that every year one federal grant is
received and then there is a balance [remaining] for the
unobligated portion of it in order to handle any carry forward
funds for that year. He further expl ai ned:

What really has occurred is that we would ve recorded
the '03 grant when we received it in '03, a portion of
that grant woul d' ve been spent in '03 and then we cone
into ... the state fiscal year of '04 we would have a
remai ning balance of that '03 grant to spend in '04
and that noney did get spent. And so what happened is
at the end of the fiscal year they went through a
reconciliation process and they were |ooking at what
federal noney they would have available to spend. So,
what we have is a program that would know how nuch
noney they had in the federal program to spend and
they would try to put those grants on |Iine. Duri ng
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the reconciliation, they saw that we didn't have
enough authority because we haven't received the

federal grant dollars. And so, what would've taken
place is they would' ve said, "Well, all this noney is
restricted and they wanted to find out why." And the
reason for that was because the ... docunentation that
the fiscal section would need to record that grant
didn't make it to our office in tine. So, we had

passed conpletely through the reappropriation period,
the grant docunentation showed up, and that's when we
realized that we had a serious problem And so, this
is really the only tinely and efficient and
appropriate way to fix this problemis to cone before
you with this request to allow us to go ahead and
record both grant awards in fiscal year (FY) 'O05.

MR. LEWS, in further response to Senator Therriault, specified
that the docunentation ended up in a file in a field office and
didn't arrive at the central fiscal section until after the
fact. He nentioned that the individuals involved with handling
the information were fairly new to handling federal grant
docunent ati on. Since this, it has been made very clear that
when the original federal grant docunentation arrives, it nust
be forwarded to the fiscal section to be properly recorded.

SENATOR  THERRI AULT  poi nted out t he notation from the
| egislature's fiscal analyst that says "No additional federal
authority is available for transfer within this appropriation.”
Therefore, there was no free federal authorization that could be
used for this purpose, which is why there is this request for an
i ncrease in the authorization.

MR. LEW S agr eed.

Nunber 117

JANET CLARKE, Director, Dvision of Admnistrative Services,
Department of Health and Social Services (DHSS), turned to RPL

6- 5- 0169. She explained that DHSS is requesting the authority
to receive and expend $200,000 in federal receipts for the

Paynment Error Rate Measurenent (PERM grant. The aforenentioned
grant is a grant from the Centers for Medicaid and Medicare
servi ces. The departnment was awarded the grant to participate
in the pilot program that the federal governnment will initiate
in FY 05. "This is in anticipation of a nationw de nmandate for
all states to begin a Paynment Error Rate Measurenent ... program

for their Medicaid programs next Cctober 1, 2005," she inforned
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the commttee. Al aska wll be one of several states
participating in the pilot program the purpose of which is to
nmeasure the paynment error rate of the Medicaid programin an in-
dept h manner. "This is going to be fairly conplicated for all
states,” she renarked. The departnment applied for the federal
funds July 16, 2004, and were awarded the funds in Septenber 29,
2005. She nentioned that states are a bit concerned with this
federal mandate, which isn't going to be 100 percent funded next

year when it's mandated for all states. However, this [pilot]
program will allow DHSS to get started and ranp up with sone of
the tools and processes in order to neet the federa

requi renents next fiscal year.

REPRESENTATIVE HAWKER recalled that the Legislative Audit
Division conpleted its own analysis of Alaska's Mdicaid
prograns. That report indicated that there may be sone problens
wi th proper paynent authorizations. WII sonme of this noney be
used to help address sone of the issues raised in that report,
he asked.

M5. CLARKE replied yes. She explained that the programis based
on a random sanple and will allow feedback into the system if
processing problens or other errors are seen. In further
response to Representative Hawker, Ms. Clarke related her belief
that [the departnent] is required to report any suspected
fraudul ent activity to the Medicaid fraud unit.

Number 167

SENATOR STEVENS pointed out that the project nmanager position
w || beconme permanent COctober 1, 2005, which is the beginning of
FY 06. However, the information provided specifies that all
funds received will be expended by FY 05. He asked if the state
woul d have to incur the cost of that full-tinme position going
into FY 05.

M5. CLARKE specified that the $200,000 grant is a one-tine
federal grant, which will be used for federal fiscal year 2005.
In federal fiscal year 2006, which begins Cctober 1, 2005, the
federal governnment has already created a legal requirement for
this programto continue. She pointed out that the efforts put
forth the pilot program will have to be ranped up 100 percent.
Therefore, the one-tinme federal noney is being used to start the
program which requires a program nanager. That program w ||
continue in state fiscal year 2006 when the federal governnent
will pay for 50 percent of that position and the state will pay
50 percent of that position. States are concerned that this is
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a federal nmandate, but the federal governnent is only paying 50
percent of the share when this is an ongoing federal nandate
However, they are providing 100 percent to get the program
started.

SENATOR STEVENS asked if it would be correct to anticipate
additional full-tine positions in the future. He al so asked if
this co-mngles responsibility with the Medicaid fraud unit.

M5. CLARKE clarified that it wouldn't be co-mngled wth the

Medicaid fraud unit. She confirmed that once the programis at
the [fully mandated level] there wll be other positions
required because this is very expensive and intensive to do.
The departnent's FY 06 budget will include additional positions
[ for DHSS].
Nunmber 222

REPRESENTATI VE JOULE inquired as to the cost of this through the
next budget cycle.

M5. CLARKE said that she could answer that after the governor
announces the budget.

REPRESENTATI VE JOULE asked if the $200,000 will be enough to
take the programthrough the year.

M5. CLARKE replied yes and reiterated that it will be expensive
next vyear. The departnment has proposed an increnental request
to the governor for the FY 06 budget.

SENATOR STEVENS asked if anything in the federal regulations
specify that there have to be results.

M5. CLARKE related that typically the federal prograns she has
seen, such as the food stanp error rate, conpare every state and
if a state doesn't neet the national average, there m ght be
financial penalties or technical assistance to get the state

into conpliance. Wiile all the federal rules aren't totally
determ ned, this programw |l probably follow the aforenentioned
nodel . Therefore, the federal government will encourage states
to calculate the rate, although there will probably be sone help

fromthe federal governnment in the first few years.
CHAIR SAMUELS, followng the food stanp nodel, surm sed then

that half the states would fall below the average and be
penal i zed.
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MS. CLARKE specified that a state is penalized in a proportional
anount to the ampunt that state is away from the national
aver age. She reiterated that she isn't sure what the federal
government wll do with this program since the regulations
haven't been finalized.

Number 273

M5. CLARKE turned to RPL 6-5-0179, which requests approval to
receive and expend $500,000 in additional federal authority for
the Wonen, Infant, and Children (WC) conponent. This would be
additional federal authority from the US. Departnent of
Agriculture for the WC portion of the program These funds are
necessary to cover an increase in the cost and the nunber of
clients using the WC program a food nutrition program for
pregnant wonen and children. This request is before the
commttee because in the later part of the last fiscal year
there was an increase in the food costs associated with this
program and the departnent can't cover the cost projections with
the existing federal authority. Al though there is sonme excess
federal authority for sonme time, before the end of this fiscal
year the departnment will need an additional $500,000 to pay for
the WC costs.

REPRESENTATI VE HAWKER turned to a comment from the Legislative
Finance Division regarding that wth the transfer of the
$700,000, DHSS could delay the need for this RPL until the
| egi sl ature considers the suppl enental budget request. He asked
if Ms. Clarke had any recommendati ons.

M5. CLARKE said that if this RPL is approved then DHSS won't
request supplenmental federal authority for the supplenental
budget for this. Ei ther way, the $500,000 is necessary and the
departnment felt it was prudent to approach the committee once
the problem was identified.

Number 320

JOELLEN HANRAHAN, Director, D vision of Adm nistrative Services,
Department of Commerce, Community & Economic Devel opnent,
addressed RPL 8-5-0019. The departnent is requesting authority
to receive and expend $300,000 in federal funds to assist the

Al aska Rural Visitor industry in its product developnent. This
noney is from the Capacity Building program with the US.
Department of Commerce & Econom c Devel opnent. The purpose of

the program is to stinmulate business and jobs in the visitor
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industry in rural areas. She noted that the departnment is
coordinating with the Al aska Departnent of Fish & Gane to assi st
comunities with wildlife viewing areas and other partnerships
w th agencies and devel opnment organizations wll be forned as
wel | . The plan is to do this in four to six regions or a
community cluster in order to denonstrate successful product
devel opnent and job expansion initiatives that can be applied in

other locations while maximzing |ocal opportunity. MVe.
Hanrahan highlighted that this is a matching grant for which the
matching funds wll conme from within the Ofice of Economc

Devel opnent .

REPRESENTATIVE HAWKER related his understanding that the
matching funds [from the Ofice of Econom c Developnent] are
exi sting appropriated, encunbered funds, and won't require any
addi ti onal general fund expenditure.

M5. HANRAHAN confirnmed that Representative Hawker is correct
that no additional general funds will be required. In response
to Representative Joule, M. Hanrahan explained that ADF&G wil |
be a partner that wll be funded through an RSA to help pronote
wildlife-view ng areas.

Number 359

SENATOR STEVENS turned attention to Attachnments A & B regarding
the scope of work. He asked if the two ADF&G personnel woul d be
exi sting personnel.

M5. HANRAHAN confirnmed that the two personnel are existing
personnel .

SENATOR STEVENS questioned whet her, after 8 nonths, the
| egi slature would anticipate ADF&G designating wildlife view ng
areas that excluded other uses of that area.

AL CLOUGH, Deputy Comm ssioner, Ofice of the Conm ssioner,
Department of Commerce, Community & Econom c Devel opnent, said
that the language [in the grant] should ve referred to wildlife
view ng opportunities in order to inply that there is sone |and-
use designation. There is no intent to becone involved in |and
[or resource] nmanagenent through this program The hope is to
provide a few nore jobs in rural Al aska.

Number 396
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JOHN  CRAMER, Director, Adm nistrative  Services Di vi si on,
Department of MIlitary & Veterans' Affairs, explained that RPL -
9-5-0061 is a $100,000 request for statutory designated program
recei pts for operating. M. Craner rem nded the commttee that
Al aska is involved in an Energency Managenent Assistance Conpact
(EMAC) with other states such that individuals in Al aska respond
to energenci es when requested. In fact, this past August Al aska
sent personnel to aide Florida after the hurricanes. The State
of Florida will reinburse the State of Alaska for the nonies
expended for the assistance. The State of Florida reinburses
Al aska with Federal Energency Managenent Agency (FEMA) nonies it
recei ves.

SENATOR THERRI AULT rel ated his understandi ng that the departnent
used sonme of its general fund authority to ~cover the
af orenenti oned expense and this RPL is requesting federa
recei pt authority to repay itself.

MR. CRAMER replied yes. In further response to Senator
Therriault, M. Craner confirmed that wthout this RPL, the
noney woul d be paid to the general fund and wouldn't flow to the
depart nment.

SENATOR THERRI AULT related that the fiscal analyst recomends
that in the FY 06 budget that adequate SBPR authority be built
in. He asked if the aforenenti oned has been done.

MR. CRAMER said that will be in the DWA budget for FY 06.

REPRESENTATI VE HAWKER inquired as to the inpact on DWA if the
$100, 000 spent for services to Florida went into the general
fund. "Do you have the capacity to absorb these costs this
year," he asked.

MR. CRAMER answered that such a situation would result in DWA
requesting a supplenmental budget because it doesn't have the
funds to absorb these inpacts to its budget.

Nunber 451

MR. CRAMER turned to RPL 9-5-0062, which requests $13, 349,469 in
federal receipts. The $15 million in the original request was
what was anticipated and it wasn't until Decenber 3, 2004, that
the final nunbers were received.

Nunber 481
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REPRESENTATI VE HAWKER made a notion requesting that the anount
requested in RPL 9-5-0062 be reduced from $15 mllion to
$13, 349, 469. There being no objection, RPL 9-5-0062 was
anmended.

MR. CRAMER explained that this additional funding authority is
requested for the Honel and Security federal grant appropriation.
This additional authority will be used to accept the federal FY
05 Honel and Security Counter-Terrorism Gant Anard by the Ofice
of Donestic Preparedness, U S. Departnent of Honeland Security.
He clarified that the split will be $10,770,612 and the pass
through to conmmunities will be $2,578, 857.

CHAI R SAMJELS inquired as to how much of the $37.8 [m|lion] has
been di stri buted.

ROBERTA CARNEY, St af f Oficer, Di vi si on of Honel and
Security/ Enmer gency Managenent , Depart nent of Mlitary &
Veterans' Affairs, specified that the total distribution of all
the federal funds from '02-'04 is $31,057,827.44, which is the
total of several grants. There is another approximtely $10
mllion that has al so been distributed. Therefore, total awards
passed through DWA anounts to $41, 147,936, of which $2 mllion
is due to be allocated to state agencies along with "two |ines"”
for critical infrastructure in the anmounts of $712,100, 430.83
and $426, 497. 10. The latter two pots of funds were from the
federal governnent for response to terrorism incidents at the
national |evel when the national threat |evel was orange. Those
funds remain unallocated and require special approval from the
federal government to use those funds for anything el se.

CHAIR SAMUELS asked if the split for the $13.4 mllion is an
adm ni strative decision or does it have strings attached.

M5. CARNEY specified that there is a requirenent that the funds
pass through the federal pass through grants. She pointed out
that this large grant contains several mnor grants. She not ed
that the State Homeland Security program in the anount of
$9, 368,591 requires an 80 percent pass through. The Law
Enforcenent Terrorism Prevention program in the anount of
$3,406,760 also requires an 80 percent pass through. The
Citizen Core Grant in the amount of $118,934 has no pass through
requirenent this year, but "we" wll pass through 80 percent.
She turned to the Emergency Managenent Performance G ant
$1,529,911 and explained that the federal governnent has passed
the FEMA operational grant that DWA receives every year to
Honel and Security, and it has been bundl ed. Therefore, that
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authority resides in DWA' s operating budget and isn't included.
The Metropolitan Medical Response System program of $455,184 is
100 percent pass through to Anchorage and Sout heast Al aska for
original grants that have been received through DHSS.

Nunmber 628

REPRESENTATI VE JOULE asked if the state has priorities for its
share.

MR. CRAMER |ikened it to what the local jurisdictions have to go
t hr ough. There's guidance that wll be sent to agencies who
will submt their priorities.

TAPE 04-36, SIDE B

M5. CARNEY, in response to Representative Hawker, said the
anount of the Emergency Managenent Performance G ant $1, 529,911
is in the operating budget, not the <capital budget. She
confirmed that the aforenentioned is already in this year's
recei pt authority budget.

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, informed the commttee that RPL 8-5-0019 had an

incorrect allocation. He explained that the reference to
Community Advocacy should be to the Ofice of Economc
Devel opnent . Al t hough the aforenentioned change was nade, the

notion should refer to the RPL 8-5-0019 as corrected.

CHAI R SAMJELS renoved his objection. There being no further
obj ections, the RPLs were passed.

EXECUTI VE SESSI ON

REPRESENTATI VE HAWKER nmade a notion to nove to executive session
for the purpose of discussing confidential audit reports under
AS 24.20.301. There being no objection, the commttee went into
executive session at 2:55 p. m

CHAI R SAMUELS brought the commttee back to order at 3:25 p.m
CONSI DERATI ON OF AUDI TS

REPRESENTATI VE HAWKER made a notion for the final sunset audit
for the Board of Dental Exam ners and the Board of Pharmacy to

be released to the public for response. There being no
objection, it was so ordered.
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REPRESENTATI VE HAVWKER made a notion for the prelimnary audits
for the special audits on enploynent opportunities for wonen
engi neers, the Al aska sunset process, and selected investigative
as well as the prelimnary sunset audits on the Board of Public
Account ancy; t he Board  of Regi stration for Architects,
Engi neers, and Land Surveyors; the Board of Barbers and
Hai rdressers; the Board of Social Wrk Exami ners; the Board of
Prof essional Counselors; the Board of Marital & Fam |y Therapy;

the Board of Psychol ogi sts and Psychol ogi cal Associ ate
Exami ners; the Board of Veterinary Examners; the Suicide
Prevention Council; and the Alaska Seismc Hazard Safety

Comm ssion to be released to the appropriate agency for
response. There being no objection, it was so ordered.

OTHER COW TTEE BUSI NESS

CHAIR SAMJELS infornmed the conmttee that he, Senat or
Therriault, M. Shepler, and Ms. Robson filed a brief with the
Federal Energy Regulatory Conmm ssion (FERC) before it's rule
maki ng. He related that work would continue to be done in the

nane of the conmttee. He requested the support of the
commttee to submt the sane comments [provided to FERC] to the
Depar t ment of Nat ur al Resources to consider during its

deli berations over the right-of-way |ease for TransCanada.
Chair Samuels further infornmed the commttee that the commttee
has contracted with a FERC attorney, Don Shepler. As the
process noves forward the funding necessary for M. Shepler's
services will go over $25, 000.

Number 708

REPRESENTATI VE HAWKER made a notion that the commttee authorize
Chair Sanuels to anend the commttee's existing contract wth
Don Shepler to an anmount not to exceed $75,000 in aggregate,
wi th no other changes to the contract.

REPRESENTATIVE JOULE inquired as to the duration of the
contract.

BONNI E ROBSON, Consultant for Joint Conmittee on Legislative
Budget and Audit, answered that the contract would last to md-
February. She informed the coommttee that the deadline for FERC
to promul gate regulations on open seasons governing the Al aska
Natural Gas Pipeline is February 10, 2005.
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SENATOR THERRI AULT objected in order to relate that in his
private conversations with FERC officials that the report, which
was |l argely the product of M. Shepler and Ms. Robson, provided
to it was well reasoned. Senator Therriault wthdrew his
obj ecti on.

CHAI R SAMJELS noted that he heard simlar comments from various
| evel s of FERC and others. Hearing no further objection, the
commttee's existing contract with Don Shepler was anended as
stated in the notion. Al t hough the original report was created
when things were happening fast and wasn't presented as fromthe
commttee, he provided the commttee nenbers wth signature
sheets in order to have the report cone fromthe conmttee.

AUDI T REQUESTS
Number 741

PAT DAVIDSON, Legislative Auditor, Division of Legislative
Audit, Alaska State Legislature, infornmed the commttee that
after there were a nunber of questions regarding an audit
request at the last hearing, she reviewed the formal procedures
for dealing with audit requests. She explained that the
commttee's formal policies and procedures only require that the
audit request be to the chairman's office 24 hours in advance of
the neeting. However, after the many questions at the | ast
neeti ng, she suggested that the conmttee nay want to have audit
requests submtted a week in advance in order to distribute the
informati on and obtain answers to questions.

SENATOR THERRI AULT asked if the audit request under discussion
at the last neeting was done by the Division of Legislative
Audi t . He related his understanding that generally people get
in touch with the division and if the matter can be addressed

without a full-blown audit, the division does it. He also
rel ated his understanding that the division works with the audit
requestor in order to narrow the scope of the audit. He asked

if the last audit went through such a process.
V5. DAVI DSON replied yes.

SENATOR THERRI AULT asked if this matter could be carried forward
to the next neeting.

CHAI R SAMUELS agr eed.
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SENATOR THERRI AULT asked if this suggestion can nerely be
adopted or would a change in statute be required.

M5. DAVIDSON answered that it would nerely be a commttee
policy.

ADJ QURNIVENT
There being no further business before the comnmttee, the Joint

Comm ttee on Legislative Budget and Audit neeting was adjourned
at 3:36 p. m
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