M NUTES
SENATE FI NANCE COW TTEE
February 12, 2004
9: 05 AM

TAPES

SFC-04 # 9, Side A
SFC 04 # 9, Side B
SFC 04 # 10, Side A

CALL TO ORDER

Co-Chair Lyda Green convened the neeting at approximately 9:05 AM
PRESENT

Senator Lyda Green, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Fred Dyson

Senat or Lyman Hof f man

Al so Attending: SCOIT NORDSTRAND, Deputy Attorney Ceneral, G vil
Division, Departnment of Law, EDGAR BLATCHFORD, Commi ssioner,
Departnent of Comrunity and Econom c Devel opnent; JERRY BURNETT,
Director, Division of Admnistrative Services, Departnment of
Corrections; JANET CLARKE, Director, D vision of Admnistrative
Servi ces, Departnment of Health and Social Services; TOM BOUTIN,
Deputy Conm ssioner, Ofice of the Comm ssioner, Departnent of
Revenue; SUSAN TAYLOR, Director, Adm nistrative Services D vision,
Depart ment of Revenue; W LLI AM TANDESKE, Conmmi ssioner, Departnent
of Public Safety; GARY PONELL, Director State Fire Marshal, Central
Ofice, Division of Fire Prevention, Departnent of Public Safety;
KURT FREDRI KSSQN, Deputy Conmi ssioner, Departnent of Environnental
Conservation; KEVIN JARDELL, Assistant Comm ssioner, Departnent of
Adm ni stration; ERIC SWANSON, Director, Division of Admnistrative
Services, Department of Admnistration; JOHN CRAMER, Director,
Adm ni strative Services Division, Departnent of Mlitary and
Veterans Affairs; CRAIG CHRISTENSEN, BG Assistant Adjutant
General, Arnmy Director, Al aska Arnmy National Guard, Departnent of
Mlitary and Veterans Affairs;

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON
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Departnent FY 04 Status Reports

The Conmittee heard updates of inplenmented changes and i nprovenents
to achieve efficiencies and better service fromthe State agencies.
Co- Chair Green enphasized that the proposed FYO5 budget woul d not
be di scussed at this hearing.

Departnent of Law

SCOTT NORDSTRAND, Deputy Attorney General, Gvil Di vi si on,
Departnment of Law, indicated an audit by the Conference of Wstern
Attorney Generals was conducted [copy on file] and infornmed that
many of the suggestions have already been inplanted or are being
considered. He was encouraged that outside evaluators cane to
reconmend changes.

M. Nordstrand continued that the Departnment is limting the
purchase of | aw books. He estimated that the Departnent has spent
approxi mately $150,000 to $200,000 annually on |aw books despite
their availability through West Law, a subscription service. The
Department is elimnating the purchase of certain unnecessary
books, and is renegotiating the Wst Law contract to increase
services and establish a standard rate.

M. Nordstrand stated that the Departnment intends that |awers in
the Gvil D vision of the Departnent share work products with one
another so as to increase efficiency. Past attenpts to share work
products had been unsuccessful. The Departnent is currently working
with West Publishing to inplement Wst Know edge Managenent, a
system that would allow the Departnent to electronically store
| egal briefs, opinion |etters and other inportant docunents. These
docunments woul d then be accessi ble to Departnent enpl oyees through
West Law. A portion of the funding saved by elimnating the
purchase of certain law books is being applied towards this
proj ect.

M. Nordstrand continued that the adm nistration portion of the
Departnent has reduced | ease space. In addition, the Departnent has
reduced dues and subscriptions to organi zati ons and publications.

M. Nordstrand stated that the Departnent is also transferring a
portion of juvenile delinquency work fromthe Gvil Dvision to the
Crimnal Division at the recommendati on of the audit. Currently,
the Gvil Dvision has offices in Anchorage, Fairbanks, Juneau and
Bethel. The G vil Division handles juvenile delinquency work in
these areas, and in sone outlying areas. The District Attorney's
of fices handl e juvenil e delingquency work in the other areas of the
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State. The evaluators and the Departnent agree that this split of
duties is inefficient. In March the juvenile delinquency work that
the Gvil D vision now assunes would be transferred to the Cimnal
Di vision. This change shoul d produce a nore coherent approach to
juveni |l e delinquency and nore consi stent outcones.

M. Nordstrand continued that when he joined the Cvil D vision
approxi mately 23 supervisors oversaw the work of approximately 130
| awyers. There was a supervisor position for each subject matter
section in every town where that section operated. At the
recommendation of the audit, the Departnment has decided to
consolidate the supervisory structure by creating statew de
supervisors. There are now nine statew de supervisors who each
oversee a subject matter section.

M. Nordstrand informed that the Departnent has nodified and
expanded its settlenment policy for the Gvil D vision. The previous
settlenment policy was largely based on the anpbunt of the claim
bei ng considered. The new policy would diverge fromthat nethod to
nore fairly address all of the cases and hearings that the
settlenment policy is applied to.

M. Nordstrand specified that the Departnent is reevaluating the
use of outside counsel. The Departnent is not opposed to using
out si de counsel in situations where the expertise of the Departnent
is insufficient. However, in sone instances outside counsel 1is
being used sinply because it has been used in the past. A closer
consideration of the use of outside counsel nust be undertaken to
determine if the Departnent is capable of the task. The cost of
obt ai ning outside counsel could be $200 to $300 per hour. The
Departnent mght be able to hire another attorney to do sone or
part of the work at a | esser cost.

Senat or Hof frman referenced the audit report that M. Nordstrand had
provi ded, and asked M. Nordstrand to outline the recommendati ons
regarding the Departnent's interactions with the |egislature.

M. Nordstrand responded that the auditors suggested the Departnent
should give their legislative |liaison greater "enpowernent" to
directly deal with the legislature. He asserted that the Departnent
has achieved that recommendation. The current |iaison, Dave
Marquez, is a very active liaison that is in constant comunication
with the attorney general. M. Nordstrand rem nded that these
recomendati ons were based on an audit that was conducted in
February 2003, only a few nonths after the current gubernatori al
adm nistration was in office. The Departnment has been conmuni cati ng
with the | egislative |eadership.
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\V/ g Nordstrand addressed the recommendation regarding the
i nadequacy of funding and budget flexibility. The Department's
proposed FY 05 budget requests nore attorneys based on stated
needs, primarily in crimnal prosecution and child protection. He
expl ained that approximately two-thirds of the Cvil Division
budget is garnered from contracts with other departnments. In
drafting the budget proposal, the Departnent nust fund each
position. For exanple, the enploynent of a transportation attorney
coul d be dependent on a reinbursable services agreenment (RSA) with
t he Department of Transportation and Public Facilities. However, if
the Departnent decides to have this attorney tenporarily work on
anot her case funded by the general fund, the Departnent of Law
could not bill the Departnent of Transportation and Public
Facilities for the attorney's wages. In addition, the hours this
attorney spends on the other project nmust be assigned for billing
pur poses, and the funding cones fromthe general fund. Therefore,
the Departnment "looses twice." This process does not allow the
attorney general the flexibility to nove resources as needed.

Senat or Hof fman asked if these were the reasons the Departnent is
attenpting to mnimze outside counsel

M. Nordstrand replied that the two issues are unrel ated because
the outside counsel is typically funded through reinbursable
servi ces agreenents, though outside counsel used for oil and gas
issues are funded by the general fund. In the Labor and State
Affairs Section of the Departnent of Law three or four attorney
positions are funded fromthe general fund. These positions field
the m scel | aneous work that comes into the Gvil Dvision. At tines
the attorneys are all obligated to RSA work and staff is not
avai l abl e to handl e the m scel | aneous worKk.

Senator Dyson appreciated the Departnent's efforts to strengthen
its legislative liaison position. He asked if the Departnment has a
"gag rule", prohibiting enployees fromtalking to | egislatures.

M. Nordstrand answered that the Departnent does not have such a
rul e.

Senat or Dyson questioned whet her a Departnent of Law enpl oyee nust
report inquiries they receive fromlegislators.

M. Nordstrand responded that the Departnent requests that
enpl oyees who are questioned by legislators report the subject
matter and concern to the legislative |iaison. This request is not
designed as a neans of control, but rather as a neans for the
Departnent to better support the legislature. The Cvil D vision
has been striving to provide assistance, and not just criticism to
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the legislature. The Division has tried to offer constructive
criticism and suggestions to better legislation, or at least to
warn |egislatures of the "pitfalls" of certain |legislation and
of fer sol utions.

Senat or Dyson commented that he has benefited fromthe suggestions
of the Departnent of Law. He asked if the Departnent woul d approve
of one of its enployees discussing issues with a |egislator while
not at work.

M. Nordstrand answered that yes, it would be acceptabl e because
"this is Arerica".

Senat or Hof f man questi oned whet her a Departnment enpl oyee di scussing
issues with a legislator is required to report the discussion to
the |l egislative liaison.

M. Nordstrand answered, no. If an enployee is working on a project
for the Departnment they are asked to keep the legislative |liaison
i nfornmed of the concerns of the |egislators.

Department of Comrunity and Econonmi ¢ Devel opnent

EDGAR BLATCHFORD, Conmi ssioner, Departnment of Conmunity and
Econom c Devel opnent, explained that he would be presenting the
Departnment's status report for the FY 04 budget. He continued to
testify as foll ows.

The Departnent's total operating budget for FY 04 is
$114, 252, 000. Maj or funding sources: unrestricted general fund
revenue, Madanme Chair, is $10.5 mllion or nine-percent of
DCED s FY 04 total funds. The total budget for the Departnent
is 0.5-percent of the statewi de unrestricted general funds.
Federal funds account for $25,740,000, or 22-percent of the
total operating budget. Receipt supported services include the
Community Devel opnent Quota program the Division's of
| nsurance, Cccupational Licensing, and Banking, Securities,
and Corporations, [and] the Alaska Seafood Marketing
Institute, and RCA funds total $26.5 mllion or 23-percent of
the total Departnent budget. In terns of expenditures, Mdane
Chair, grants issued account for $38,243,000 or 34-percent of
the total Departnment budget. Funding sources for grants
i nclude unrestricted general funds, federal funds, power cost
equal i zation, inter-agency receipts and other funds.

As to the question of reductions, there are 503 full-tinme

positions and four part-tine positions. There has been a net-
reduction of two full-tine positions and two part-tine
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positions fromFY 03. The FY 04 DCED operating budget is a net
decrease from the FY 04 managenent plan of $40,570,000 with
the elimnation of the revenue sharing, safe communities, and
Al aska Science and Technol ogy Foundation prograns. Cenera

fund reductions totaled $30 mllion. The highlights for FY 04,
Madane Chair, [are the following]. New this year with the
passage of house bill 162 | ast session, business |license fees
were increased from$25 to $200 per year. To date, this fisca

year business license revenues have exceeded by $4.4 million,

nore than twice the FY 04 anount appropriated by the
| egi sl ature, occupational |icensing [revenues have exceeded]
for a total of $755,000, [and] trade and devel opnent [revenues
have exceeded] at $1.4 mllion. The Alaska Industrial

Devel opnent and Export Authority (Al DEA) annual dividend for
FY 04, Madane Chair, is $18.1 mllion. The comercial

fisheries revolving loan fund i s paying for $800,000 for the
Departnent of Fish and Ganes' subsistence division. The food
and safety and sanitation program in DEC (Departnent of
Envi ronnent al Conservation) to the tune of $177,000, and the
Di vi sion of Investnments and Community Advocacy received $3.1
mllion. In FY 03 we had $36.6 mllion in revenues from
various fees. Taxes based on DCED progranms paid to the
Depart ment of Revenue were $41.5 nmillion.

As for organi zational changes, Madane Chair and nenbers of the
Conmi ttee, budget changes [include] the A aska State Comunity
Service Commssion was transferred into Departnent of
Communi ty and Econom c Devel opnent beginning this fiscal year.
The [Alaska State] Community Service Conm ssion fosters,
supports and pronotes the ethics of service and vol unteer
activities and to engage Al askans of all ages and backgrounds
in tangible, results-oriented comunity projects. Since 1994
the [Alaska State] Community Service Conmm ssion has been
i ncreasing volunteer activities and conmunity services in
Al aska. One of the Commssion's primary functions is to
oversee grants provided to local non-profit and comunity
based organizations to run national service prograns |ike
Anericorps and | earn and serve Anerica. For an investnent of
$65, 000 in general funds the federal governnment paid to the
Department $2.8 mllion.

Post - budget adjustnents. The O fice of Econom c Devel opnment
was established in January of this year to facilitate economc
devel opnment and enploynment opportunities in Alaska. The
primary function of the Ofice of Econom c Devel opnent was to
i npl enent the governor's access to the future initiative. In
addi tion, the Ofice of Econom ¢  Devel opnent of fers
specialized assistance in tourism fisheries and mnerals
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econom c activities support services. Types of assistance
include Ilocal possible sources of financing, business
pl anni ng, and provision of business and comunity data.
Additionally, the Ofice of Econom c Devel opnment manages the
State's tourism marketing contract; international trade
services are carried out by the governor's office. The
comuni ty devel opnent quota program or the CDQ program has
had enornous success and rapid growh. The program fosters
fisheries related econom c devel opnent in western Al aska. The
adm ni strative demands of the program have becone fiscally
conplex to the extent that the highly specialized financial
anal ytical skills of the professional staff in the D vision of
Banki ng, Securities, and Corporations are needed for the
ef fective oversight of the CDQ program Consequently, the CDQ
program has been transferred fromthe Division of Comrunity
Advocacy to the Division of Banking, Securities, and
Cor por ati ons.

W have a new initiative, Mdane Chair and nenbers of the
Commttee that is the governor's [Al aska] Fi sheri es
Revitalization Strategy. The fisheries devel opnent program
within the Ofice of Econom c Devel opnent serves as staff to
the governor's fish cabinet, and admnisters the seven mllion
dollars in aid to [the] inpacted comunities program the $13
mllion in Fisheries Econom c Devel opnment Grant program the
$13 mllion for the Al aska Sal non Marketing Gant program and
we | ook at quality and transportation inprovenments for the
sal non i ndustry. Madane Chair, nmenbers of the Commttee that
concludes ny brief overview of the Departnment's activities of
t he year.

Senator Bunde asked if the $13 nmillion Sal non Marketing G ant
program was related to the Alaska Seafood Mrketing Institute
(ASM) .

M. Blatchford replied that the $13 mllion allocated to the Sal non
Mar keting Grant programis federal funding.

Senator Bunde asked if the funding is used for nost sal non or for
activities "on the ground".

M. Blatchford answered that the funding would be used to pronote
the marketing of sal nmon products in Al aska.

Departnent of Corrections

JERRY BURNETT, Director, Dy vision of Admnistrative Services,
Departnment of Corrections, explained that this year the Departnent
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has begun a nunber of initiatives, and has "a nunber of good things
to report.” The new gubernatorial admnistration focused on
staffing the correctional facilities with nore correctional
officers. As of this week, there are 13 nore correctional officers
working in the facilities than at this time last year. The
Departnment elim nated sone deputy director positions, assistant
superintendent positions and m ddl e managenent positions to fund
the additional correctional officer positions.

M. Burnett continued that late last year an audit of the
Departnent's rural hiring practices was conpleted. This audit
poi nted out that over the last ten years, only one of 35 hires at
the Anvil Muntain Correctional Center was a | ocal resident. The
other hires were transferred to the area. The last two correctional
officers hired to work at the Anvil Muntain Correctional Center
are local residents. The Departnment is concentrating adverti sing
and community outreach in that area to recruit rural residents to
work for the Departnment. These recruitnment attenpts are a change
from past nethods used by the Departnent.

M. Burnett stated that the Departnent has becone nore efficient in
arranging transportation between the correctional facilities.
Ground transportation is being used between Anchorage, Mat-Su and
Fai r banks, allowing the Departnent to save considerable
transportation funds. The Departnent is also using Departnent of
Public Safety transportation to transfer inmates.

M. Burnett informed that in January 2004 the Departnment opened the
medi cal segregation unit at the Anchorage Correctional Conplex,
which allows the Departnment to hold i nmates who had been receiving
care at the Alaska Regional Hospital. The opening of this unit
shoul d save the Departnent several hundred thousand dollars each
year. Last week three inmates were in the nedical segregation unit.

M. Burnett detailed that l|ast year the legislature passed
| egislation that allows certain inmtes to be rel eased on speci al
nmedi cal parole. The Departnment estimated that three i nmates woul d
be rel eased on special nedical parole annually, which would create
savings of approximtely $500,000. Only one inmate has been
rel eased under the special nedical parole. M. Burnett enphasized
the savings that this |egislation has produced by pointing out that
this individual's nedical bills cost the Departnent approximtely
$200, 000 over a two-nonth period. The Departnent would identify
additional inmates that could be released on the special nedical
parol e.

M. Burnett explained that this year the Departnment has hired
additional training officers at the acadeny in an attenpt to "beef
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up" the training prograns and increase the focus on officer safety
and noral. The Departnment has also invested in field equi pment for
the correctional officers. The Departnent has begun a certification
project with the National Institute of Ethics and would be the
first correctional departnent in the nation to receive this
certification. Numerous police forces are involved with this
I nstitute.

M. Burnett continued that |ast year the |egislature passed a bill
that allows the Alaska correctional industries to beconme self-
sufficient by paying enployee salaries with their product cost
revenues. The Departnent is working on establishing that self-
sufficiency by devel oping new revenue sources. In addition, the
Department no | onger operates the Munt MKinley neat plant.

M. Burnett informed that the Departnment is opening a "faith pod"
in cooperation wth local churches and non-profit groups at the
Pal mer Correctional Center. Three inmates would live in this
"transformational |iving comunity” for 12 to 18 nonths where their
personal growh wll be focused upon. The Palnmer Correctional
Center's "faith pod" would be privately funded. The faith pod in
the Arizona correctional facility has been very successful in
managi ng i nmat e behavi or.

M. Burnett explained that the Departnent recently entered a
menor andum of understanding with the Southcentral Foundation, a
Native non-profit organization in Anchorage, which received a
federal grant. This Foundation provides intake assessnment, program
recommendations in the correctional facilities and referral into
treat ment prograns upon rel ease. The Foundation would institute the
Vel | ness Warriors program statew de anong the Native comunity. The
Foundation would provide at I|east one, and potentially two
prof essional -1 evel counselors wthin the facilities at their
expense, and would also transition inmtes into the appropriate
progranms upon release. This program is another exanple of the
Departnent's partnership with community groups and organi zations to
provi de services at no cost to the State.

M. Burnett stated that the Departnent has elim nated one treatnent
program within the sexual offender program and has transferred
this programto a risk assessnment program which should increase
public safety. Under the risk assessnent program the risk of
inmates is evaluated before and upon rel ease. These assessnents
enabl e the probation officers and the community treatnment teans to
better predict the relapse of an of fender.

Senat or Bunde commented that an individual who qualified for the
speci al nedi cal parole would probably receive Medicaid healthcare
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coverage in which case the savings to the State would be
i nsignificant.

Senat or Bunde rel ayed di scussi on about "creative transfers" such as
senior correctional officers transferring to positions in rural
Al aska to increase their income before retirenment. These senior
officers likely fill many of the positions in rural A aska that the
Departnment desires local residents to fill. He asked for nore
information about the Departnent's attenpts to increase |ocal
recruitnent.

M. Burnett responded that the past correctional officer contract
requi red a supervisor to first review the transfer list, and hire
an individual requesting to be transferred to that area fromw  thin
the Departnent before recruiting outside the Departnent for that
position. The majority of the enpl oyees who desire to transfer are
enpl oyees who were hired before 1986 who are in the Tier | State
retirenent system These enpl oyees are becom ng fewer and fewer. He
agreed with Senator Bunde's comment regardi ng senior correctional
of ficers.

Senat or Bunde clarified that such creative transfers occur in many
St at e agenci es.

Co-Chair Green added that the Departnents could not control these
transfers because they are a function of |abor contracts.

M. Burnett commented that these transfers are also a function of
the retirenment system

Senator Dyson stated his interest in the prison industry. He
requested a Department briefing in the future. He continued that
the Departnent of Corrections has one of the best records in the
nation in terns of inmate on inmate assaults and rape, and staff on
inmate assaults as well.

M. Burnett confirned.

Senator Dyson asked how |l egislators, other State agencies or the
public would know if the Departnment's good record was a facade, and
the Depart nent was actually "covering up" incrimnating
i nformation.

Co-Chair Green requested that this conversation be postponed.
Senat or Hof f man referenced the overcrowdi ng of the Yukon- Kuskokwi m

Correctional Center and asked the |level of the overcrowding, and
whet her the overcrowdi ng has decreased in the past year. He al so
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asked what inprovenents had been nmade on the facility this year.

M. Burnett replied that he does not have the information needed to
answer that question. He stated that he does not believe that
overcrowdi ng has been reduced this year, and that at certain tines
the facility has been "significantly" over capacity.

Co-Chair Geen suggested that M. Burnett could present the
requested information to the Departnent of Corrections Senate
Fi nance Subconmittee.

Senat or Hof fman restated his question.

M. Burnett responded that he did not bring any information
regardi ng recent inprovenents to that facility.

Departnent of Health and Social Services

JANET CLARKE, Director, Dvision of Admnistrative Services,
Department of Health and Social Services, stated that the
Departnent's maj or acconplishnent in FY 04 is the inplenentation of
Executive Order #108, which provided for the first mjor
restructuring of the Departnent in 20 years. Several new prograns
have been added, and these prograns are serving over 800
i ndi viduals. The reorgani zation divided the Medicaid programinto
four distinct units to connect the program managenent to the
Medi caid managenent. This reorganization would provide nore
accountability in the budget and nore conprehensive program
managenent. The Departnent al so nerged the Division of Al coholism
and a portion of the Division of Mental Health and Devel opnent al
Disabilities. Senior services fromthe Departnent of Adm nistration
has been nerged into a new Division of Senior and Disabilities
Services. The childcare program has been transferred from the
Department of Education and Early Devel opment to the Division of
Public Assistance within the Departnent of Health and Soci al
Services. The Departnent established the Ofice of Children's
Services fromthe Division of Famly and Youth Services and added
sonme additional <children's services. The nmanagenent of the
Pi oneers' Hones has al so been transferred to the Departnent.

V5. Clarke <continued that the Departnent has begun the
i npl enentation of the Medicaid-related statutory changes the
| egi sl ature passed the previous year, which allow for cost
containment of the Medicaid program The Departnent has also
heavily invested in other areas of Medicaid cost containnment and
federal financing of the Medicaid program These investnents have
i ncl uded working with many Native health corporations, particularly
t he Yukon Kuskokw m Heal t h Cor porati on.
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Ms. Clarke highlighted that the Departnent obtained the necessary
federal approval to inplenent the Ofice of Children's Services
program inprovenent plan. The federal governnent has assessed
nearly every state's child protection system including that of the
State of Al aska. The Departnent has submtted a program i nprovenent
plan to the federal governnent in response to this assessnent. The
Department has worked with the federal Veteran's Administration to
initiate efforts to establish a State veteran's hone. The Seni or
Assi stance program was devel oped and inplenented to provide cash

assistance to all Jlowincome seniors. The Departnent also
cooperated with the lieutenant governor's faith-based and comunity
initiatives task force to provide support for that effort. In

addition, the Departnent has inplenented a new systemto inprove
the results and efficiencies of the juvenile justice program and
reduce the juvenile detention counts so as to focus nore services
on the comunity.

Ms. Clarke inforned that the Departnent has achieved conpliance
with the federal SYNAR requirenents, relating to the illegal sales
of tobacco to youth. Over the past eight years, the State's illega
sales to youth had been approximately 30 percent, and this year the
percentage was reduced to 10 percent. The Departnent also "net and
exceeded" all federally mandated work participation rates for the
tenporary assistance program The Departnent has invested in
efforts to reduce fraud in Medicaid and public assistance.

Ms. Clarke comunicated that the Departnent has conpleted a review
of the grants and contracts functions, and has inplenented a
consolidation to inprove the efficiency and service. The grants and
contracts are currently managed i ndependently through each divi sion
of the Departnent.

SFC 04 # 9, Side B 09:52 AM

Ms. O arke continued that because each division admnisters grants,
certain grant recipients have been receiving nultiple grants. For
exanple, the Bristol Bay Area Health Corporation had received 22
different grants from the Departnent. In response to this
inefficiency, the admnistration involved with grants would be
consol i dated, and a new, web-based, autonmated grant system woul d be
i npl enented so that grantees can use automation to apply for
grants.

Ms. Clarke stated that the Departnent has conpleted an information
technology plan to inprove its use of technology. An extensive
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review of the Departnment's I T resources including staff, hardware,
and software has been conducted. The Departnent is al so planning an
integration of information technology services to increase
efficiency. The information technology process has been very
"illum nating". Inprovenents could be nade in this area to increase
control and efficiency and reduce costs.

Ms. Clarke inforned that the Departnent is conducting system
devel opment for <child protection. Wthin the next year the
Department would have a new child protection information system
called Oca. The legislature has been very supportive of this
system

Ms. Clarke stated that the Departnent has signed a new devel opnent
contract for the Medicaid managenent and information system The
new system would be inplenented over a two-year period. A new,
primarily federally funded, integrated behavioral health nmanagenent
information systemis al so being devel oped.

Ms. Clarke explained that the Departnment has worked "extensively”
to nmanage the Departnent budget w thout a general fund suppl enenta
budget request. The suppl enental budget request does contain a
series of "del ete/add" and "net zero" suppl enental budget requests.
This is the first tinme that the Departnent has produced a net zero
suppl enental budget. This suppl enental budget request was produced
t hrough a high scrutiny of all budget areas, the inplenentation of
belt tightening neasures, and federal refinancing. In addition, the
Department has been able to increase its level of pro-share
refi nanci ng whi ch made certain funds avail able for reappropriation.

Co-Chair Geen stated that in the past the supplenental budget
requests have becone difficult to accombdate. She asked for nore
information on the Orca program

Senat or Dyson pointed out that the legislature has attenpted to
reduce the nunber of children who have been in State custody beyond
the 12 to 18 nonth period established through federal guidelines.
"Special efforts” have been nmade to elimnate this problem He
asked how many children currently have been in the custody of the
State for over 18 nonths.

Ms. G arke replied that she does not have that information, but she
woul d provide the information at a later tine.

Departnent of Revenue

TOM BOQUTIN, Deputy Conmm ssioner, Ofice of the Conm ssioner,
Departnent of Revenue, inforned that the Departnent of Revenue is a
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smal | Departnent with 825 enpl oyees, which receives approxi mately
nine mllion dollars fromthe general fund. The Departmnment houses
the Natural Gas Devel opnent Authority, the Al aska Housing Fi nance
Corporation, the Mental Health Trust Authority, the Permanent Fund
Corporation, the Bond Bank, and the Pension Investnent Board
agencies. The Treasury Division is the snmallest Division in the
Departnent with 35 enpl oyees, and the largest is the Child Support
Enf orcenent Division with 200 enpl oyees.

M. Boutin infornmed that the Department is taking efforts to
i ntegrate human resources and information technology with a | ead
agency in the gas pipeline negotiations. The Departnment intends to
provide the legislature with information on the current gas
pi pel i ne negotiations when the time is appropriate.

M. Boutin communicated that the Departnent's Tax D vision collects
approximately $1.3 billion in taxes and the Treasury Division
invests approxi mately $18 billion of State revenue. He highlighted
the thousands of hours of assistance the Departnent's tax auditors
have provided |legislatures in helping them consider revenue
proposal s, and presenting those proposals.

M. Boutin explained that Susan Taylor would continue the
Departnent's presentation

SUSAN  TAYLOR, Director, Adm ni strative Services Division,
Departnent of Revenue, infornmed that over tine the Pernmanent Fund
Dividend Division has been able to process applications nore
efficiently without increasing staff. This year the Departnent is
elimnating the Permanent Fund D vidend application receipt letter,
and is directing the public to the Internet for further
information. The Departnent is attenpting to use technology to
provi de better custoner service wthout increasing staff. The
Division is taking other cost containment neasures including a
reduction in staff.

Ms. Taylor continued that the Child Support Enforcenent Division is
reduci ng costs through technol ogy and is saving approximately $1.4
mllion by fully conputerizing data processing. In addition, the
Department is inplenmenting the use of conputer imaging in certain
divisions to inprove operations. The Child Support Enforcenent
Division has received capital funding to purchase hardware and
software to inplenent conputer imaging. The Tax D vision would al so
be i npl enenting conputer imaging.

Ms. Tayl or communi cated that the Departnent is considering overal

costs, and attenpting to limt expenditures while continuing to
of fer services. Wenever the Departnent has a position vacancy, the
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necessity of the position is considered. The Departnent is
attenpting to increase revenue by collecting the maxi num anount of
t axes possi bl e.

Senat or Bunde asked the cost of processing a Permanent Fund
Di vi dend application.

Ms. Taylor replied that the anount appropriated to process
applications is $5.5 mllion in the current fiscal year.

Senat or Bunde asked the source of those funds.

Ms. Tayl or answered that the Permanent Fund Dividend fund is the
sour ce.

Senat or Bunde clarified that earnings of the Permanent Fund are
bei ng used to support the application process.

Ms. Tayl or affirned.

Senator Dyson stated that many | egislators receive calls regarding
the Permanent Fund Dividend applications, and the Child Support
Enforcenent Division. Conplaints called in to his office about the
Chi Il d Support Enforcenent D vision have | essened over the past year
and six nonths. He asked if the Departnent agreed that the D vision
has inproved its | evel of service.

Ms. Tayl or answered that many highly dedicated staff work in the
Child Support Enforcenent Division, and agreed that the D vision
has i nproved.

Senat or Dyson questioned whether the Departnent has any "gag
orders” pertaining to Departnent staff discussing issues wth
| egi sl ators, specifically when they are not at work.

M. Boutin replied that he was unaware of any "gag order". The
Departnent of Revenue has regul ar managenent neetings, and he has
never heard of this issue during those neetings.

Senat or Dyson asked if any enployee would receive reprimnd for
talking with | egislators.

M. Boutin would be "surprised" to learn of a reprimand or
probation as a result of such a discussion.

Senat or Hof f man expl ained that he worked with a constituent who

wanted to pay all the child support he owed by nortgagi ng his hone.
It took the Child Support Enforcenent Division several nonths to
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process this paynment when the process should only have taken a few
days. He asked whether any inprovenents have been nade to increase
the efficiency of processing such paynents.

Ms. Tayl or agreed that such a transaction should be straightforward
and efficient. She was unsure if inprovenments have been nade.

Co-Chair Geen recommended that the information could be presented
to the Departnent of Revenue Senate Finance Subcommittee.

Senator Hof fman asserted that this issue should be "one of the
hi ghest priorities of the Departnent.”

M. Boutin continued that of the $18 billion the Treasury D vision
manages, $6 billion of fixed incone is managed internally. The
following figures are un-audited and refer to the progress nade in
FY 04 to date. The investnent return of this sum has exceeded the
i ndexes by six percent, which represents a significant success. The
retirenment funds have earned an 11.61 percent rate of return. The
internally managed funds of the Treasury Division cost |ess than
six basis points. The State Pension Investnment Board uses an
external investnment manager to nanage a snall anmount of fixed
i nconme. This investnent nmanager charges the Board 20 basis points.
He expl ai ned basis points by giving the exanple of a fiscal note
assignnent for a resolution that would bring $12 billion into the
State's treasury for approximately three nonths. The increnental
cost for the Treasury Division to nmanage this investnent would be
$1.8 million at six basis points whereas if managed by an external
firm the cost would have been $6 mllion at 20 basis points. The
Treasury has sold $463 mllion worth of general obligation bonds in
two parts in April 2003. Many bidders conpeted for these general
obligation bonds. The level of conpetition exhibited was
exceptionally high considering the size of this issuance of public
debt. The State's AA rating was capped despite the rating agencies’
concerns about the State's use of one-tine fund reserves for
ongoi ng expendi tures.

Department of Public Safety

W LLI AM TANDESKE, Commi ssioner, Departnent of Public Safety,
ref erenced handouts he had presented the Commttee [copy on file.]
He stated that the foundation of the Departnment and its
organi zati on had been reviewed, and as a result of this review the
Departnment was able to centralize fiscal functions into the
Division of Admnistrative Services. This centralization of
functions should increase quality control and inprove operational
consi stency.
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M. Tandeske continued that as part of the reorganization process
the Departnment created the Division of Statew de Services. The
Departnent's primary | aw enforcenent al so nerged this year.

M . Tandeske enphasized that the realignnment of functions within
the Al aska State Troopers has been an inportant issue within the
Departnent. The Departnent has forned three statew de bureaus under
single commands. Prior to this realignment investigations had been
decentrali zed.

M . Tandeske pointed out the Departnent's commtnent to highway
safety. The Departnent has created a driving under the influence
enf orcenent teamusing federal funds. This teamis housed in Pal ner
because of the high traffic in that conmunity, but would be active
at special events statewi de, specifically events that would create
a tenporary and dramatic increase in traffic.

M . Tandeske noted that the Departnent is working to devel op rura
public safety strategies.

M. Tandeske stated that the Departnent has provided "tangible
support at the service level." The Departnment has requested ten
nore courts services officer positions over the past few years. In
the reorgani zati on of the Departnent, certain positions have been
reclassified to court service officers. The goal of the Departnent
is to reclassify two or three nore positions to courts services
of ficers by June 30, 2004. This reclassification of positions is an
"excel l ent investnment” of Departnent resources.

M . Tandeske conmuni cated that a director position was elim nated
to address under-funding. In addition, tw nmanagenent positions in
the Division of Alaska State Troopers were reclassified to | ower
| evel positions. These positions were ground |level State Trooper
positions, which focused on the seizure of drugs and al cohol. This
year the nunber of drug and al cohol seizures in rural Al aska have
i ncreased 27 percent conpared to the nunmber of seizures in 2003
Wi t hout additional costs.

M . Tandeske expl ained how the Departnent is focusing on noving
resources to the "ground level". As part of the statew de
reorgani zation pertaining to investigations, four investigators
were transferred out of Anchorage to three different conmunities.

M . Tandeske di scussed devel opnents within the Division of Fire
Prevention. This is the second consecutive year that the State has
realized a record lowin fire-rel ated deaths. He referenced a graph
in the aforenenti oned packet outlining this information.
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Senat or Hof fman asked if the graph included fatalities related to
car bon nonoxi de poi soni ng.

M . Tandeske deferred to the State Fire Marshal.

GARY PONELL, Director State Fire Marshal, Central Ofice, D vision
of Fire Prevention, Departnent of Public Safety, responded that the
graph does not include fatalities related to carbon nonoxide
poi soning because a fire is not involved in those deaths. He
qualified that a fire may produce carbon nonoxide, and carbon
nonoxi de poisoning nay prove to be the cause of death of an
individual in a fire; however, these deaths are still considered
fire fatalities.

M. Tandeske continued by enphasi zing the inportance of the Project
Code Red, which provides rural comunities "capabilities and
assets" related to fires and fire prevention.

M. Tandeske ment i oned Depar t ment activities i nvol vi ng
i nvestigations, patrol, and drug and al cohol issues.

M . Tandeske di scussed a case in None where a police officer was
charged with homcide. He also nentioned that the 1985 Opal
Fairchild homcide cold case was solved, which also assisted
another jurisdiction in solving a case.

M . Tandeske enphasi zed the breadth of the issues the Departnent
handl es. For exanple, last nonth a tactical team was flown into
Savoonga to bring a man into custody that had warrants out for his
arrest. He explained that the Departnment's tactical teans and ot her
resources are based in Palner, Fairbanks, and Anchorage. The
Department nust be flexible and adaptable to nobve resources as
needed.

Co-Chair Geen stated that the Departnment spends a lot of tine
coordinating activities with public safety entities from | ocal
areas and the federal governnent. She suggested that coordinating
so many entities is challenging.

M . Tandeske responded that he interacts with the head of the
Federal Bureau of Investigation (FBlI) in Al aska, the U S. Attorney
General, and the director of the State Troopers. There are many
entities to be coordinated. Many organi zati ons have very focused
m ssions in addition to daily duties.

M . Tandeske informed that the Departnent has redoubled efforts to

conplete mssions and solve cases wth the assistance of other
agencies, specifically federal agencies. For exanple, the
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Departnent has worked with the federal A cohol Tobacco and Firearns
(ATF) agency to obtain funding for certain drug and firearm cases.

M. Tandeske referred to the useful ness of advances in DNA testing,
and communi cated that out of 18 "hits", eight |linked a convicted
of fender to a crinme scene, and ten |linked one case to another. As
federal funding allows states to process backl ogged DNA sanpl es
nore cases shoul d be sol ved.

Senat or Bunde asked about the professor at the University of
Fai rbanks who was caught for bootlegging and dealing drugs.
Specifically, he asked what courses the professor had taught at the
Uni versity.

M . Tandeske answered the professor taught econom cs.

Senat or Hof fman congratul ated the Departnent on its work in al coho
and drug busts in western Al aska. Senator Hoffman comented on the
reinstitution of the reward program which was inplenented due to
| egi slation he sponsored. He asked how the Departnent would
evaluate the work of the Village Public Safety Oficer's (VPSSO
during the past year.

M . Tandeske asked whet her Senator Hoffnman wanted an eval uati on on
the individual officers or the program

Senat or Hof f man expl ai ned that previ ous conm ssioner's have rel ayed
that this program has received nationwi de recognition as a well -
concei ved and functional neans of delivering public safety in rural
areas.

M . Tandeske responded that the VPSO s are doing a good job given
their limtations. The program does have certain i ssues because the
goal of the Departnment is to provide services to all of the State's
communities, and the VPSO programonly assists a |imted nunber of
the State's communities. He stated his support for the VPSO s.

Depart ment of Environnental Conservation

KURT FREDRI KSSQN, Deputy Conmi ssioner, Departnent of Environnental
Conservation, explained that Governor Frank Mirkowski signed
Adm ni strative Order 202. This order directed all state agencies to
consider their statutory mandates and the efficiencies and
effectiveness of their prograns. The Departnment of Environnental
Conservation has engaged in this process of review, which was used
to build the Departnent's proposed FY 04 budget. The FY 04 budget
i ncluded a $773, 000 reduction in general funds, and elimnated 13
posi tions.
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M. Fredriksson continued that in response to the aforenentioned
review, the Departnent elimnated the Statew de Public Service
Di vi sion, and consolidated certain functions within that D vision
to the Division of Information and Admnistrative Services,
specifically services relating to information. The Public Service
Di vision had provided conpliance assistance to individuals and
comunities. An information program has been devel oped using the
Internet to provide the Departnent's programinformation, training,
and ot her services.

M. Fredriksson comuni cated that the Departnent's Food Safety and
Sanitation program had been overextended. The program cane to
enconpass personal injury and safety issues in schools instead of
strictly food safety and sanitation issues. The Departnent has
reduced personnel in this program as well as the unrelated
activities.

M. Fredriksson relayed that the Departnment closed its chem stry
lab in Juneau. The Ilaboratory personnel had been providing
educational services in conjunction with the |Iocal high school and
college, and were not conpleting their lab service work. The
private sector is now able to provide the lab service work this
| aboratory fornerly provided. This closure did not create a loss in
the service of the Departnent.

M. Fredri ksson continued that the Depart nent has been
strengthening core prograns. In the review conducted in response to
Adm nistrative Oder 202 the Departnent determ ned that sone
prograns could use inprovenents and coul d beconme nore effective and
efficient. The air permt programis being strengthened due to the
passage of enabling |egislation. Last week the regulations for the
air permt programwere submtted for public review Approximtely
one year ago there was a backlog of 128 air operating permts; by
Novenber 2003 this backlog was elim nated. The Departnent has al so
reduced the tinme frane needed to issue an air construction permt.

M. Fredriksson informed that |egislation was also passed which
provided for oil spill contingency plans. Under previous |aw, the
pl ans expired three years after being approved by the Departnent,
and the recent legislation extends the expiration to five years
after approval. The nobst effective preparedness is acconplished
t hrough inspection, and spill drill exercises with the industry and
the affected public. The five-year life of the contingency plans
woul d allow for these preparedness neasures. The Departnent has
realized an increase of 45 percent in the nunber of drills
conducted during the past year. In addition, 60 percent nore
facility inspections have been conducted this year conpared to | ast

SFC- 04 (20) 02/ 12/ 04



year .

M. Fredriksson explained that Food Safety and Sanitation program
has concerned the Departnent because it is dependant on State
i nspections regarding the cormmunity outreach of programstaff, and
t hese inspections are never funded. The Departnent has submtted
| egi sl ati on, which would establish an active managerial contro

program Food safety is best achieved when the operator and the
food handl er are responsible for food safety. The active nmanageri al

control program would require a certification to ensure that
enpl oyees of restaurants and food retail outlets are know edgeabl e
about necessary food sanitary practices. The Departnent also
operates an online training program for food handlers to ensure
wor kers have a basic understandi ng of sanitation practices.

M. Fredri ksson enphasized that the Departnment has been
strengthening 1its water prograns. The Departnment recently
consol idated water program activities previously divided between
three divisions: the Division of Facility Construction and
Qperation, the Donmestic Wastewater Program and the Air and Water
Division into the new Division of Water. He explained that the
nunber of divisions within the Departnent has remai ned the sane,
but certain divisions have been refocused on water.

M. Fredriksson reported that the Departnent's enphasis on water
prograns is a conmponent of the Raindrops to Cceans Initiative. The
Departnent's water prograns have been fragnented, and this
reorgani zation would allow the Departnment to reconsider the
i nportance of water.

[Note: The followi ng portion of the neeting was not recorded due to
audi o mal function.]

M. Fredriksson stated that the solid waste program has been
reviewed and that a fair anmount of acconplishnents have occurred in
| arger landfills. Acconplishnents have been nore difficult to
achieve with "class 3", or rural, "dunps". He told of efforts to
assist communities in bringing these facilities into conpliance,
including an Internet risk calculator to lower the risk, as well as
prepari ng best nanagenment practices comunities could use. The
permt requirenments are being addressed to elimnate the burden of
the permt process.

M. Fredriksson remnded that one of five elements of the
Governor's fiscal plan relates to paynent of fees for services
provided by the State. Currently no fees are assessed for pesticide
registration, drinking water testing, shellfish safety, or approval
of oil spill prevention plans for non-crude operators. The
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Departnment would work with the legislature to draft legislation to
address this.

Senator Hoffrman read articles where nany states have instituted
prograns that require restaurants to publish the ratings given for
food safety standards. Those restaurants then rated in the high 90
percentiles because people would not frequent restaurants that
score | owner.

M. Fredriksson responded that the Departnment has considered this
approach. Currently, the Departnent conducts inspections and nakes
the scores available to the public.

Senator Hoffman asked about a requirenent that inspection
information be posted in the restaurant.

M. Fredriksson replied that no such requirenent is in place in
Al aska.

Senat or Hof fman asked if the Departnment has considered this option,
and if rejected, why.

M. Fredriksson reiterated the Departnent has investigated this. He
agreed with the inportance of supplying inspection information to
the public. The public is what the inspections are intended to
protect. He stated the matter of posted information would be
considered further. Agree that getting info to publish is good.

Departnent of Adm nistration

KEVI N JARDELL, Assi st ant Comm ssi oner, Depart nent of
Adm ni stration, highlighted the Departnent's efforts in community
services, information technology (IT) planning, and managenent of
the Ofice of Public Advocacy (OPA). Last Septenber, the Departnent
hired Eric Swanson as director of the Division of Admnistrative
Servi ces.

ERIC SWANSON, Director, Division of Admnistrative Services,
Departnment of Adm nistration, told of the integration of all State
agency' s human resour ces functi ons. The Depar t ment of
Adm ni stration could provide services nore efficiency and in a
standardi zed et hod. This consolidation is a "trenendous
undertaki ng", but the Departnent is conmtted to it's success.

M. Swanson inforned that the Departnment and |IT nmanagers are
working with a consulting teamto address State investnent in IT to
bring efficiencies through integration and to nmanage from an
i nnovation | evel. These efforts include establishing IT standards,
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procurenent procedures, consolidating services and application
sof t war e.

M. Swanson overviewed activities of the D vision of GCeneral
Services, which include State |eases, procurenent, and nail
services. The Department is continuing to negotiate reductions in
| ease agreenents, revising space standards and i ncreasing
enforcenment of those standards. Price agreenents with vendors are
under review, and procurenment is being coordinated with the IT plan
to inprove efficiencies.

M. Swanson reported that mail services in Juneau have been
consol i dated, which involved the transfer of sone positions.

M. Swanson commented that other divisions provide direct services.

M. Swanson stated that the D vision of Mdtor Vehicles business is
"boomi ng this year" with the nunber of overall transactions up five
percent. The State has an increased nunber of business partners to
address. Auto deal erships provide registration and transfer of
owner shi p when custoners buy and sell vehicles; deal erships provide
services at no cost to the State as a benefit to their custoners
and their business. The D vision would begin issuing digital
drivers licenses, which are nore difficult to forge and woul d be
standardi zed with nost other states.

M. Swanson told of the newy appointed director of the Ofice of
Publ i c Advocacy, Josh Fink and efforts to make busi ness operations
of the OPA nore efficient. The offices in Palnmer, Anchorage,
Fai r banks and Juneau have been established as separate offices to
avoid a nunmber of conflicts and to reduce the anount of outside
council hires necessary.

Senator Dyson expressed concern that indigent people not
di sadvant aged when in court. He asked how the | egal counsel could
be evaluated to ensure the OPAis serving citizens.

M. Jardell replied that the system self-regulates though court
action and judges' behavior. He told of the instances of clients
that file an "ineffective assistance notion" and detailed the
process whereby another attorney represents the attorney in
guestion and the matter is determ ned by a judge. An increase in
the nunber of these actions would increase if the OPA were not
provi di ng adequat e services.

Senat or Dyson asked if the sane self-regulating systemapplies to
the parents involved in cases of a child in protective custody.
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M. Jardell answered it is the sane system
Senat or Dyson asked whet her people know this option is avail able.
M. Jardel |l answered yes.

Senator Dyson clarified that the judge would nmake it known to a
client that the client has inadequate representation.

M. Jardell replied this would occur.

M. Jardell then stated that the human resource integration has
elimnated nunerous positions resulting in general fund savings.
More inportant is the consistency of hiring practices that would
occur and the ability to determ ne best practices.
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M. Jardell commented that the Departnment could make cutbacks to
reduce costs and increase efficiency.

Senat or Dyson stated that in the past the State has had "clunsy”
procurenent regul ati ons. He suspected that these regul ations have
been both overly perm ssive and overly inhibitive. He gave the
exanple of +the State's delay in approving airline ticket
expendi tures. These del ays caused the State to | ose savi ngs because
the tickets were not reserved in advance. He asked if the current
gubernatorial admnistration would conduct reviews of the
purchasi ng and contracting nethods of the State agencies simlar to
the reviews the Departnment of Environnmental Conservation has
conducted on information technol ogy and personnel processes. He
asked when these reviews woul d occur.

M. Jardell explained that these reviews are being conducted, and
woul d continue. The Departnent is aggressively attenpting to
utilize its market share from the State to achieve the nmaxi num
anount of savi ngs.

Senat or Dyson appreci ated the Departnent's efforts, but warned that
if the Departnent were too centralized it would Iimt the abilities
of field staff and field operations.

Senator Hof fman asked the tinmeframe for the inplenentation of
digital |icensing.
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M. Swanson understood that digital driver's |licenses would be
produced begi nning in March.

M. Jardell added that sonme of the delay in inplenmentation is due
to "cunbersone procurenent.”

Senator Hof fman asked if |license holders would be able to receive
digital licenses at their convenience, or if they nmust wait until
their license needs to be renewed.

M. Swanson replied that the current driver's |licenses would be

traded for digital licenses, as they are due for renewal. Everyone
would not need to immediately have their driver's |icenses
converted to digital |icenses.

Senat or Hof f man asked if an individual who would be traveling could
receive a digital license before their current license is due for
renewal .

M. Swanson answered that they should be able to obtain a digital
| i cense.

Departnment of Mlitary and Veterans Affairs

JOHN CRAMER, Director, Admnistrative Services D vision, Departnent
of Mlitary and Veterans Affairs testified as follows.

During fiscal year 2004 the Departnent has initiated several

maj or operational transformations. W have enhanced federa

fundi ng opportunities and consol i dated various adm nistrative
functions in addition to our nornal operations. Some of our
acconplishnments during the current fiscal year are the
creation of the Honeland Security and Energency Managenent
Division. W did that by conbining the Honeland Security
O fice and the Division of Enmergency Services. The reason we
did that was to create sone benefits, of course, and those are
the elimnation of duplicative program nanagenent activity. W
had two sets of those going on. [Another benefit is] creating
an effective and aggressive natural disaster and security
threat response agency. And | think the general will talk a
little bit about some of the activity that took place over the
hol i day.

Wrking with the US. Attorney's Ofice we were able to
consolidate the U S. attorney's anti-terrorismtask force and
the governor's honeland security task force creating one
entity known as the Anti-Terrorism Advisory Council of Al aska.
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So instead of having two sets of neetings that you have to go
to, and all these people, we have one. It seenmed to nmake good
sense and it has worked so far.

W are in receipt this year now of over $41 mllion in federa
grant funds that we took into the office primarily to be nmade
avail able and distribution to | ocal governnents in support of
honel and security efforts, and we'll be distributing those
out. People and governnment entities will be applying for those
and distribute those out. And with that we inplenented the
First Responder Honel and Security Local Governnent Assistance
Program the Citizen Core Program and the Law Enforcenent
Terrorism Prevention Programto help distribute those funds
and get themout to the right places.

In the Departnment, Admnistrative Services [Division]
consolidations have also been initiated for effectiveness.
They are the consolidation of the budget and finance
accounting activities in the Departnent. Two phases of this
multiple phase integration plan have occurred. Ful |
integration is expected for fiscal year 2005. W had in the
Department, when we cane in there, each division was doing
sone piece or trying to acconplish sone budget and finance
type accounting out in there divisions and it created sone
real problens, and we are starting to consolidate that and
seei ng sonme efficiencies created because of that.

W are proceeding with the realignnent of procurenent
activities fromthe Arny National CQuard Facilities M ntenance
Ofice into the existing procurement office wthin the
Division of Adm nistrative Services and we are noving forward
with the consolidation of the Departnent's information
t echnol ogy conponents into a centralized unit. That was al so
an activity that was spread throughout the Departnent and
every division had one, two, three people trying to carry out
those activities and bringing themin. W know that we w |
see sone results fromthat. These consolidations will or have
resulted in the streamining of information technol ogy, work
and elimnation of duplicative functions. Benefits have been
the consistency and standardization as well as inproved
effectiveness and efficiencies of direct program services.
Sone of the benefits include the closeout of 13 disasters
returning over two mllion dollars for redistribution to
current disaster recovery projects, resolution of prior year
procurenent audit findings, reduction in personnel costs, and
enhancenment of federal funding opportunities. Additional
fiscal managenent savings due to inproved effectiveness are
expect ed throughout the remainder of this year.
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W had a trenendous |evel of activity going on this year.

t hi nk we have been around to nost of the offices, sonme of the
things that we did were the comm ssioner was able to put
together an annual report for each of you that hits the
highlights of the Departnent as well as the Departnent's
strategic plan that | think all of you have had an opportunity
to take a | ook at.

M. Craner deferred to M. Christensen.

CRAI G CHRI STENSEN, BG Assi stant Adjutant General, Arny Director
Al aska Arny National Guard, Departnent of MIlitary and Veterans
Affairs, inforned that this year the Al aska Arny National CGuard
experienced a hi gher operations tenpo and nunber of nobilizations
than has occurred since Wrld War Il. There are currently 33 Arny
National Guard soldiers at Kulis Air National Guard Base on a two-
year federal act of duty call-up. This call-up should termnate in
Novenber 2004. Al of the individuals on the call-up volunteered
for duty.

M. Christensen explained that the 1st BN 207th Aviation Al aska
Arny National Guard helicopter organization received a federa

call-up. Currently there are 67 soldiers fromaround the State who
have been deployed to Kosovo for one year of peacekeeping
operations. That unit will provide helicopter support and lift in a
supply and logistics role for the other forces stationed there.
Those soldiers left famly at hone. The Al aska Arny National Guard
is keeping in contact with the famly nenbers and the service
menbers over sees.

M. Christensen communi cated that a fixed wing aircraft crew based
in Anchorage has been deployed to Kuwait for one year. Severa
i ndi vi dual s have personally volunteered. A soldier in Anchorage
would be going to Germany to provide logistics support. Oher
i ndi vi dual s have volunteered within the State.

M. Christensen comrented that the Scout Battalions should not be
called out in the near future. The depl oynent of smaller, conpany-
sized entities is being discussed. The Al aska Arny National Guard
is expecting five aircraft and five airplane crews to be nobilized
in the fall of 2004 for a six-nonth rotation in Afghanistan.

M. Christensen highlighted the activation and operation of the
nation's only ground-based, intercontinental ballistic mssile
def ense systemat Fort Geeley. Al aska Arny National Quard soldiers
operate this defense system 24 hours per day every day of the year.
The activation cerenony for this systemwas on Septenber 22, 2003.
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The defense system should be fully operational by Cctober 1, 2004.
There are 49 individuals providing security on the mssile site,
and 15 |aunch operators undergoing certification who would be
arriving in Fort Geeley this sumrer.

M. Christensen stated that the Alaska Arny National Guard is
seeking relevant mssions outside of its traditional m ssions
within the State. The Arny National Guard is pursuing mssions to
Korea i nvol vi ng non-conbatant evacuation in times of conflict. In
addition the Arny National Guard is pursuing mssions within the
State with Alaska Command and Joi nt Task Force Al aska to provide
honel and security and honel and defense m ssions. Both of these
m ssions shoul d be underway |ater this year.

M. Christensen infornmed that the Alaska Arny National Guard has
partnered with the University of A aska Southeast. The two entities
will be sharing a facility which would house the University's
recreational and fitness facilities and the Al aska Arny Nati onal
GQuard's arnmory. The facility should be conplete in the spring of
2005.

M. Christensen detailed that another facility initiative is
underway in Bethel. The city of Bethel granted the Al aska Arny
Nati onal Guard the use of certain land and properties. The Arny
National QGuard is hoping to conplete plans and begin construction
of a new arnory within one year. The property being devel oped is
| arge enough to allow for a swinmng pool facility, which the city
of Bethel has been pursuing for several years. Savings should be
realized if the swinmng pool and arnory are constructed on the
same property. A nmenorial to the Alaska Territorial Guard woul d be
housed in the new arnory facility.

M. Christensen explained that two weeks ago the Al aska Arny
National Guard was notified that None would be granting the
Nati onal Guard over ten acres adjacent to the city for a m ni num
| ease over the next 55 years. The Arny National Guard would
eventual ly replace the existing arnory in None with a new facility.

M. Christensen highlighted that the Arny National Guard would
adapt the building plans for the Juneau arnory to the Bethel arnory
in order to save costs.

M. Christensen detailed that Alaska Arny National Guard has
undergone a cost reduction initiative to inplenment approxi mately a
$200, 000 general fund reduction within the National GGuard's
facilities mai ntenance operation. This reduction represents the use
of federal funds, the inplenentation of energy efficiencies and
reduced personnel costs.
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M. Christensen inforned that the Al aska Arny National Guard has
established an Arny Reserve Oficers' Training Corps (ROTC) in
None. Bethel has had a successful, ongoing ROTC program The None
Arny ROTC program shoul d have i ncreased nenbership next year. Next
summer the Alaska Arnmy National Guard should have an Arny ROTC
program in place in Kotzebue. An Arny ROIC programin Barrow is
al so bei ng consi dered.

M. Christensen comuni cated that other Al aska Arny National Guard
initiatives include the Arny National Guard and Air National Quard
headquarters being conbined into a joint forces headquarters to
reduce redundancy and i nprove comruni cati ons.

M. Christensen continued that over the recent holiday period
several locations in the State were threatened. Over 150 soldiers
and Al aska State Defense Force nenbers were activated in response.

M. Christensen explained that the Al aska Air National Guard has
been busy. Over 200 airmen have been depl oyed to Afghanistan and
Uzbeki stan. Senior |eadership has been deployed to Pakistan,
Bahrain and Qatar. The Air National Guard would assune the
responsibility of space surveil |l ance relating to t he
intercontinental ballistic mssile defense systemat Fort G eel ey.
The Air National Guard is in the third year of transitioning the
responsi bility of operating the air operations center at El nmendorf
Air Force Base fromthe U S. Air Force to the Alaska Air Nationa
@Quard, which will increase the nunber of Al aska Air National Guard
positions.

M. Christensen communi cated that the Rescue Coordination Center
directed 236 air rescue mssions resulting in 72 saves. This was
one of the busiest years since he joined the service in 1972.

ADJ QURNIVENT

Co-Chair Lyda G een adjourned the neeting at 11:22 AM
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