HOUSE FI NANCE COW TTEE
February 23, 2005
2:09 p.m

CALL TO ORDER

Co- Chair Chenault called the House Finance Commttee neeting
to order at 2:09:32 PM

VEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Jim Holm

Represent ati ve Reggi e Joul e
Representative M ke Kelly
Representative Carl Mses

Representati ve Bruce Weyhrauch

VEMBERS ABSENT

None
ALSO PRESENT

Pete Ecklund, Staff, Representative Kevin Myer; Eddy Jeans,
Director, Education  Support Servi ces, Depart nent of
Education and Early Devel opnent; Cheryl Frasca, Director,
D vision of Managenent & Budget, Ofice of the Governor;
Eric Swanson, Director, D vision of Adm nistrative Services,
Department of Admnistration; Jo Ellen Hanrahan, Acting
Director, Division of Adm nistrative Services, Departnent of
Commer ce, Community & Economc Devel opnent; Shar | een
Giffin, Acting D rector, Division of Adm ni strative
Services, Departnent of Corrections; Karen Rehfeld, Deputy
Comm ssi oner, Departnent of Education and Early Devel opnent;
M ke Maher, Director, Division of Admnistrative Services,
Departnent of Revenue; Janet O arke, Assistant Comm ssioner,
D vision of Finance and Mnagenent Services, Departnent of
Heal th and Social Services; Nancy Slagle, Director, Division
of Adm nistrative Services, Departnent of Transportation and
Publ i c Facilities; Kat hryn Daughhet ee, Director,
Adm ni strative Services Division, Departnment of Law, Susan
Taylor, Director, Dvision of Admnistrative Services,
Department of Revenue; Kristin Ryan, Director, Division of
Envi r onnent al Heal t h, Depart ment of Envi r onnent al
Conservation; Marc Antrim  Conmm ssioner, Department of
Corrections; Al dough, Deputy Comm ssioner, Departnent of
Commerce, Community & Economi c Devel opnent
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PRESENT VI A TELECONFERENCE

Kate @G ard, Chai r man, Al aska Regulatory Comm ssion
Anchor age

SUMVARY

HB 135 An Act maki ng suppl enental appropriations, capital
appropriations, ot her appropriations, and
reappropriations; anending appropriations; making
appropriations to capitalize funds; and providing
for an effective date.

HB 135 was HEARD and HELD in Committee for further
consi derati on.

HB 158 An Act relating to the public school account and
renam ng the public school account as the public
education fund; and providing for an effective
dat e.

HB 158 was reported out of Commttee with a “no
recommendation” and with a new zero note by the
Department of Education & Early Devel opnent.

2:09: 39 PM
#HB158
HOUSE BI LL NO 158

An Act relating to the public school account and
renaming the public school account as the public
education fund; and providing for an effective date.

PETE ECKLUND, STAFF, REPRESENTATIVE KEVI N MEYER, expl ai ned
that HB 158 proposes changi ng the public school account and
renaming it the Public Education Fund. In addition, HB 158
clarifies that noney appropriated from the public education
fund may be expended w thout further appropriation and that
noney |l eft over in the fund woul d not | apse.

HB 158 adds that appropriations for pupil transportation can
be made from the public education fund; however, interest
earned on the fund woul d be appropriated back to it.

2:11: 27 PM

M. Ecklund added that if the Legislature appropriated too
much noney into K-12 and there was a decline in student
enrollment, the left over noney would |apse back to the
general fund. The main purpose of the legislation is to
keep dollars appropriated for K-12 in the education fund
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where they would be used for educating students. He urged
the Conmttee s support for the bill

2:12: 25 PM

Represent ati ve Weyhrauch asked if pupil transportation would
al ways cone out of the fund. He asked how it would work for
the long-term

M. Ecklund explained that the bill would establish the
fund, appropriations would go into that fund and fornula
progranms including pupil transportation would take noney
fromthe fund to pay costs. Typically, there is a budget
request by the Departnent of Education & Early Devel opnent
regarding the anticipated costs. As long as the funds are
appropriated into that account, there should be plenty of
noney to pay those costs. He pointed out that the | apse
fromK-12 woul d be available for pupil transportation.

2:14: 00 PM

Vice-Chair Stoltze asked if it could be available for
appropriation without being constitutionally dedicated. M.
Eckl und commented that there would be no problem with it
being constitutionally dedicated. The noney appropriated
into the fund could conceivably be appropriated out for
ot her purposes; however, that would hurt the prem se of the
bill, which is to make funds available for educational
purposes from year to year. If the Legislature decided to
appropriate for other purposes, that would damage the
prem se of the bill

Vice-Chair Stoltze understood that the proposed |egislation
woul d be the best effort to protect educational funding.

2:15: 39 PM

M. Ecklund reiterated that the intent of the |egislation
was too keep noney appropriated for education in a fund that
woul d not | apse and was avail able only for education.

Representative Joule asked if there was noney currently in
that fund. M. Ecklund replied that there is no noney
currently in the public school account. That account was
created in 1998 and it has not been used.

Vice-Chair Stoltze requested that Ms. Frasca testify on the
bill.

2:17: 43 PM
AT EASE: 2:17: 52 PM
RECONVENE: 2:18: 47 PM
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2:18: 52 PM

Representative Croft questioned why the provision of
expending without further appropriation had been included.
M. Ecklund explained that the noney would be appropriated
into the education fund and then noney woul d nove out of the
fund according to the formula.

2:20: 04 PM

Representative Croft noted currently, those | apsed funds act
as filler in the next budget. He asked if the |egislation
woul d make that inpossible. M. Ecklund said that was
correct and that any noney that does not flow out of the
fund would continue in the fund for the next year. It would
be available for educational purposes for the next fiscal
year.

Representative Croft agreed statutorily that could be done
and asked if it would be a “sweep”. M. Ecklund replied
that it would not under the proposed | anguage.

Representative Croft wanted to understand the concept. He
asked if the Legislature could appropriate from that fund.
M. Ecklund replied that they could, as it was not a
constitutionally dedicated fund.

2:21:42 PM

Representative Croft questioned why the |egislation was
better than the current system and what would be

acconpl i shed. M. Ecklund discussed that the Legislature
appropriated $14.5 for education for FY05, which will |apse
at the end of FY0O5. It is up to the Legislature to decide

what to do with that noney. The sponsors believe that by
appropriating noney to education, that it should be kept in
t hat fund.

Representative Croft did not see any extra noney being
passed to education. M. Ecklund pointed out that $14.5
mllion dollars would be available in the education fund for
FYO6; the Legislature could then decide the purposes for
whi ch to use those funds.

2:23:19 PM

Vice-Chair Stoltze asked how the proposal would interface
with the Capital Budget Reserve fund (CBR).

CHERYL FRASCA, DI RECTOR, DI VISION OF MANAGEMENT & BUDGET,
OFFICE OF THE GOVERNOR, explained that if it were a sub
account of the general fund, then it would be subject to the
sweep. She thought that the fund sounded simlar to other
ones such as the Marine H ghway Transportation Fund. M .
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Eckl und acknowl edged that it was simlar to that fund,
however, would require further appropriation to take noney
out .

Represent ati ve Hawker stated that when funds are established
as sub funds of the general fund, it should be stated in the
| anguage of the bill. The bill reads: “The public education
fund is established”. He understood that to nean that it
was not a sub fund of the general fund.

2:26: 00 PM

Representative Joule inquired if there had been feedback
from the school districts. M. Ecklund did not know. He
poi nted out that the fund nechani sm woul d not change their
entitl enent; ot herw se, t he noney would | apse for
educati onal purposes.

2:26: 53 PM

Representative Foster MOWED to report HB 158 out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HB 158 was reported out of Commttee wth a “no
recommendation” and with a new zero note by the Departnent
of Education & Early Devel opnent.

AT EASE: 2:27:47 PM
RECONVENE: 2:28:11 PM
2:28: 27 PM

#HB135

HOUSE BILL NO. 135

An Act making supplenental appropriations, capital
appropriations, ot her appropriations, and
reappropriations; amendi ng appropriations; maki ng
appropriations to capitalize funds; and providing for
an effective date.

2:29:47 PM

CHERYL FRASCA, DI RECTOR, DI VISION OF MANAGEMENT & BUDGET,
OFFI CE OF THE GOVERNOR, provi ded an overview of the both the
suppl enental bills for FYO5 & FYO6. She noted in md
Sept enber when the Governor’s spending plan was rel eased
the Ofice had placeholders set for $85 mnmillion dollars
worth of supplenental spending. Additionally, there were
pl aceholders for $40 mllion dollars for initiatives
proposed funded out of the wndfall. Both of which are
reflected in the supplenental. M. Frasca acknow edged t hat
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it has not been snooth “marrying out the two”. The bottom
line that the two anpbunt to about $125 million dollars.

In Septenber, when that plan was submtted, all the
suppl enental requests had not been identified. When the
proposal was submtted, the Ofice of the Governor “m ssed
the mark” by $17 mllion dollars and that part of that
anount was off set by $14.5 mllion dollars indicated for
the K-12 fornula program She added that the proposed
savings should be taken and used to off set sone of the
i ncreases in other areas.

Ms. Frasca clarified that before the Conmttee are two bills
totaling $40 mllion dollars in wndfall proposals, $28
mllion dollars related to the gas line costs, and $6.5
mllion dollars for snall city energy assistance program

2:

32:32 PM

Ms. Frasca noted $5.5 mllion dollars for two progranms
within the Departnment of Health & Social Services, $97
mllion dollars for nore traditional supplenental requests
of which a significant amount of that nunmber is related to
the fires |ast sumrer.

2:33: 14 PM

Ms. Frasca continued, $39 million dollars would be used for
Medi cai d prograns, which are nostly related to the inability
to realize sone cost contai nnent savings that the Departnent
has enbarked upon; $11 million related to fuel and utility
increases; and finally, $6.5 mllion dollars for contractual
and | egal obligations.

Ms. Frasca pointed out that the departnents were present to
address their requests in the bill

2:34: 39 PM

Vice-Chair Stoltze asked if the individual judgnents and
clainms had been |isted. Ms. Frasca replied that the ones
that they know of should be and as new ones cone forward,
they will be submtted.

2: 35: 38 PM

Representative Joule comented on the various departnents’
request for an increase because of high fuel costs. He
stated that schools al so have suffered those increases. M.
Frasca stated that they had only received one of those
requests and recomended speaking to the Departnent of
Education & Early Devel opnment about that concern.

2:36:42 PM
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DEPARTMENT OF ADM NI STRATI ON

Section 1

I ncreased costs for heating fuel and other wutilities
for Non-Public Building Fund buil di ngs.
General Funds $110.0

ERI C SWANSON, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF ADM NI STRATI ON, explained Section 1, Line 7,
woul d be used to cover cost increases incurred for heating
fuel and other utilities in the non-public building fund
The anpunt al so would help with added costs for snow renoval
this year.

Co-Chair Chenault understood that these type costs would be
hi ghl i ght ed t hroughout the suppl enental this year.

Section 13(a)-(c) Salary & Benefit Adjustnent

FY 05 costs for the General Governnment Unit collective
bar gai ni ng agreenent.
Tot al Funds $5, 566. 2

M. Swanson continued, the requests would cover genera
governnent contracts nonetary unit. That contract was not
ratified until after the Legislature had adjourned | ast
year. It would be taken froma variety of fund sources and
primarily would cover health insurance increases.

DEPARTMENT OF COVMERCE, COVMUNI TY & ECONOM C DEVEL OPMENT

2:41:17 PM

Section 2(a)

Smal| city energy assistance program
General Funds $6, 450. 0

AL CLOUGH, DEPUTY COW SSI ONER, DEPARTMENT OF COMVERCE,
COMVUNI TY & ECONOM C DEVELOPMENT, expl ained that due to the
rising costs of energy, the smaller conmmunities were
di sproportionately effected. The appropriation request was
put forward as a way to manage the effect to buy tinme on a
one-tinme basis. The funding would be based on the conmunity
si ze.

Representative Hawker asked iif there would be any
restriction on what the conmmunities could spend that noney
for. M. dough wunderstood that it was not overly
restrictive.
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Representati ve Hawker noted that he does support sone type
of revenue sharing or comunity dividends; however, the
request appeared to be nore of a revenue sharing dividend
program He thought that the Governor’s position was that
there woul d be no revenue sharing programin the State. M.
Cough did not think there had been changes to the
Governor’s intent. The | anguage clearly states that the
dol l ars can be used for energy assistance concerns.

2:44: 59 PM

Section 2(b) — Ofice of Econom c Devel opnent

The O fice of Econom c Devel opnent is coordinating an
event at the Boston International Seafood Show that
pronotes the uni queness of wild Al aska seaf ood.

Q her Funds $150. 0

JO ELLEN HANRAHAN, ACTI NG DI RECTOR, DI VI SI ON OF
ADM NI STRATI VE SERVI CES, DEPARTMENT OF COVMUNI TY & ECONOM C
DEVELOPMENT, explained that the request would grant the
authority to receive funds to participate in one of the
| ar gest seafood shows in the world.

Representati ve Weyhrauch requested that the Departnent make
a commtnent that only the highest quality salnon is offered
at the show.

Section 20 - Regul atory Comm ssion of Al aska (RCA)

Legal services costs of $190.0 provided by the
Department of Law were inadvertently omtted from the
Regul atory Commi ssion of Alaska's FY 05 budget. $75.0
for outside counsel costs and $258.0 to inplenent the
Regul at ory Commi ssi on of Al aska's i npr ovenent
initiative to neet its mssion nore efficiently and
effectively are al so included.

Ot her Funds $523.0

Ms. Hanrahan commented that the request cones from revenue
rolled forward for various purposes such as |egal services
and defendi ng RCA decisions on tax court case appeals. The
result of the initiative is for inproved tineliness and to
reduce the costs of doing business for the RCA

2:48: 26 PM

Co- Chair Chenault asked why the request had been included in
the fast track suppl enental

KATE G ARD, (TESTIFIED VI A TELECONFERENCE), CHAI RVAN, ALASKA

REGULATORY COWM SSI ON (RCA), ANCHORAGE, responded that RCA
needs the funding for the current year attorney general’s
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char ges. The remainder of the request would be used to
support sone initiatives that the RCAis currently studying.

Representative Kelly reiterated concern why it had not been
i ncluded the FY06 operating budget and asked if there would
be carry over in 2006.

Ms. Hanrahan said that they were not being carried in next
year’ s budget. They result in greater efficiencies. She
added that the two managenent positions would be carried
over.

Representative Kelly questioned if the requested funds had
al ready been spent. Ms. Gard replied that they have not.

The RCA has not been filling the vacant positions because
they have not wanted to go over budget but noted that they
now were in the process of hiring two new nanagers. Co-

Chair Chenault voiced appreciation that RCA had not gone
over their budget.

2:52: 25 PM

Sections 2 (d) & (e) — Alaska Seafood Marketing Institute
(ASM)

Fund source swtch from Federal Receipts to Receipt
Supported Services in order to receive funding fromthe
Al aska Fi sheries Marketing Board.

Recei pt Supported Services -0-

Ms. Hanrahan noted that the request was a technical fund
source change fromfederal to recei pt supported services.

2:54:11 PM

DEPARTMENT OF CORRECTI ONS

Section 3(a) — Ofice of the Conm ssioner

Support for enhanced correctional officer and probation
officer recruiting efforts in urban and rural Al aska.
Workplace Alaska alone is not bringing enough
applicants. The departnent will purchase TV and radio
spots, and advertisenents in smaller publications in
| ocations such as Seward, Bethel, None, Kenai, Eagle
Ri ver and Mat - Su.

General Funds $50. 0

MARC ANTRI M COWM SSI ONER, DEPARTMENT OF CORRECTI ONS
explained that the request was part of a recruitnent
canpai gn through FYO5 to buy nedia tine to help address the
many vacancies in both front |ine positions and the nunber
of probation officers.
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Co- Chair Chenault asked what type programis currently being
used and why nore funds were needed. Comm ssioner Antrim
advised that currently, there is no program and that the
Departnent depends solely on Wrk Place Al aska. There are
two problems confronting the Departnent and the hiring
process has been very cunbersone. He pointed out that the
psychol ogi cal tests have renoved a large nunber of
applicants. Now, many of the nental health screening
guestions have been integrated into the up-front interview
process.

Comm ssioner Antrim enphasized that it is essential that
nore people are being tracked into correctional facility
j obs and choosing that as a career option. The Departnent
needs an add canpaign to help with that and noted that they
woul d target small rural conmunities.

Co-Chair Chenault inquired if targeted areas would be ones
that currently have correctional facilities. Comm ssi oner
Antrimreplied they woul d.

2:58: 14 PM

Vi ce-Chair Stoltze commented that his office sends
newsl etters and offered to help the Departnent in any way
with adverti sing. Comm ssi oner Antrim voiced hi s
appreci ation.

Represent ati ve Hol m asked how t he Departnent woul d adverti se
on television. Comm ssioner Antrim responded that was why
they were seeking funds to contract with an advertising
firm Devel oping a canpaign wll be challenging, getting
people to want to work in the statew de prison system

Representative Holm comented on the type of person
recruited to do that kind of work and nental health
screeni ng required.

3: 00: 56 PM

Representati ve Weyhrauch agreed that attracting correctional
of ficers woul d be difficult gi ven t he serious
consi derati ons.

Represent ati ve Hawker noted the vacancy factor in excess of
$6 mllion dollars and asked why is there not sufficient
funding to pay for the proposed request. Comm ssi oner
Antrim responded that nuch of those funds go into overtine
costs.

Representati ve Hawker knew that there was an excess vacancy

factor and that not all of those positions require overtine.
He asked that the need of the supplenmental request be
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reconsi dered. Comm ssioner Antrim stressed that sone of the
vacancy noney was used to pay for advertising RFP
Represent ati ve Hawker encouraged the Departnent to use the
rest of the avail abl e funds.

3:04: 00 PM

SHARL EEN GRI FFI N, ACTI NG Dl RECTOR, Dl VI SI ON OF
ADM NI STRATI VE SERVI CES, DEPARTMENT OF CORRECTIONS, added
that a review of <current year projections for personal
services indicates that overtinme costs are higher than they
have ever been and within the Division of Probation Parole,
are the highest overtinme rates. She pointed out that the
Departnent has reviewed the projections and has del egated
$75 thousand dollars to the project.

Co-Chair Meyer agreed with Representative Hawker and that
the request should not be placed in the fast track
suppl enent al .

3:06:16 PM

Representative Kelly cormmented on the efforts to attract new
people into the Departnent, asking if prograns could be
offered through the University and comrunity colleges.
Comm ssioner Antrimreplied that the Departnent does have a
good track record in attracting people from the University
system He pointed out that the internship prograns offer
limted paid internships, directed toward probation officer
(PO options.

Representative Kelly asked if the systens were getting the
Departnent needs net and encouraged that Al askans be hired
for positions being discussed.

Representative Hol masked if there were any prograns through
the Juvenile Justice System which works on such issues
Comm ssioner Antrimdid not know.

Section 3 (b) - Administrative Services

The departnent is seeking an e-procurenent application
to lower purchasing prices and inprove efficiencies
within the buying process for commodities, equipnent,
food and services.

General Funds $225.0

Comm ssioner Antrim explained that the request addresses an
e-comerce system The FYO5 was built with taking a 7%
reduction in the commodity line and that the process of
procuring has been nore daunting than anticipated. The
Departnent has requested June 30", 2006, as a term date of
conpl etion of the project.
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Co-Chair Meyer questioned if the procurenent process could
be centralized. Conm ssioner Antrim agreed that was the way
that the State should go and note that they are in the
experinmental phase.

Representati ve Weyhrauch cautioned giving total procurenent
responsibility to just one governnental entity.

Section 3© - Qut of State Contractual

The new contract with the Arizona facility started
Novenber 1, 2004. Wth the increased bed cost from
$53.99 to $57.15 and the projected population at the
facility, the departnent needs additional funds to pay
the contractor for housing Al askan of fenders.

General Funds $2,292.9

Ms. Giffin stated that the bed price in Arizona increased
and the supplenental request addresses that cost increase.
The bed rate increase includes prisoner gratuities. The
noney appropriated toward gratuities has been noved toward
the bed cost increase.

Co-Chair Chenault pointed out that the nunber associated
with bed costs in Arizona does not |jive. Ms. Giffin
expl ained that the Departnent has been running around 750
prisoners. Co-Chair Chenault questioned if the cal cul ations
were done, would the result be close to the requested
anount. Ms. Giffin thought it woul d.

Representative Hawker asked if the nunber included any
anount for out of facility nedical requirenents. V5.
Giffin replied that it did not. Conm ssioner Antrim noted
that there was a separate nedical contract used by the
Arizona correctional facility wth a facility outside of
Tucson.

Co-Chair Meyer questioned if that would be an annual
suppl enental request. Comm ssioner Antrim explained that
the current contract is for 48 nonths and it then returns to
the yearly contract.

Co-Chair Chenault asked iif there wuld be escalators
included in the contract. Ms. Giffin advised that there
was an increnment in the FYO6 budget request to cover the
FY06 | ncrease.

Section 3 (d) — Parol e Board

Fundi ng needed to conduct discretionary and mandatory
parole hearings through the fiscal year. The
anti ci pat ed savi ngs from conducti ng heari ngs
tel ephonically or wusing video conferencing equipnent
were insufficient.
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Gener al Funds $65.0

Comm ssioner Antrim discussed parole board hearings. He
anticipated that there could be a savings. He provided
requi renent statistics conparing the Arizona and Al askan
contracts. There have been nunmerous hearings held with the
parole officers and the wvictins, attorneys and various
victimright groups. He pointed out the required travel in
and out of Arizona and the rights of those prisoners.
Comm ssioner Antrim stressed that not funding the conponent
would be a liability issue to the State of Al aska. MVs.
Giffin enphasized that wthout the supplenental funding,
the parole board will shut down in April.

Co-Chair Meyer questioned where was the nobney was ¢oing.
Ms. Giffin explained that the reduction taken by the
Departnment in FYO5 was $75 thousand doll ars; that technol ogy
did not work out as antici pated.

Section 3 (e) — Parole Board

Funds needed to pay outstanding bills from FY2004.
Gener al Funds $4.0

Ms. Giffin explained that the request would cover bills
from FYO4 and that the parole board had run out of funding
the prior year.

Representative Holm referenced Section 3© and asked
clarification regarding the requested anount. Ms. Giffin
expl ai ned how that had been cal cul ated from base costs with
the Arizona contract; she offered to distribute a detailed
breakdown to Representative Holnis office.

DEPARTMENT OF EDUCATI ON

3:23:31 PM

Section 4 (a) — School Finance and Facilities

Legal and expert services due to the Mor v. State
funding | awsuit; extended | apse date to June 30, 2006.
General Funds $230.0

KAREN REHFELD, DEPUTY COW SI SONER, DEPARTMENT OF EDUCATI ON
AND EARLY DEVELOPMENT, noted that the request resulted from
a lawsuit last year challenging the State public schoo
funding fornula. She added that the Departnment was
requesting an extended | apse date through June 30'", 2006.

Vice-Chair Stoltze asked about the lawsuit and the costs

associated with it. Ms. Rehfeld noted that there is an
estimte of about $800 thousand doll ars. A trial date has
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been set in April 2006. The costs will be $230 thousand
dollars as requested in the fast track.

Vice Chair Stoltze asked for an update on the National
Educati on Association (NEA) |[awsuit.

Representati ve Weyhrauch asked if the costs had al ready been
incurred on the |egal issue. Ms. Rehfeld interjected that
the request covers the contractual costs.

Representative Wyhrauch wunderstood and asked if that
related to the issue currently before the court and whet her
it was purely a legal question and not subject to
litigation. M. Rehfeld did not know.

3:27:22 PM

Section 4 (b) — M. Edgeconbe Boardi ng School

Resi dential operating costs related to expanded student
popul ati on.
General Funds $800. 0

Ms. Rehfeld noted that last fall, the Legislative Budget and
Audit Commttee (LBA) approved an expansion project that
will serve an additional 60 students. The Governor
requested that 30 additional students be housed at M.
Edgeconbe this year. The requested costs are associated to
food services, dorm managenent, janitorial and other costs
related to the residential program She anticipated a
correspondi ng i ncrease in the FY0O6 budget.

Section 4 © - Museum Oper ati ons

Funding shortfall due to wunanticipated decline in
program recei pts and increased internal chargeback’s.
General Funds $100.0

Ms. Rehfeld clarified that the request would help the
Department with a funding shortfall in the personal services
l'ine. There was a large decrease to program receipts this
year due to the nice weather and they were down about $38
t housand dol | ars.

Representative Hawker noted that he was happy to see that
t he Departnent was requesting noney that the Legislature put
in |ast year’s budget but which the Governor had vetoed. He
noted that RSA noney had resulted in the Departnent’s
inability to do any public advertising. He suggested that
the decline was a direct result of the under-funding and
advocated support for the facilities. He hoped that the
Governor would not veto them M. Rehfeld thought that the
$100 thousand dollars had been the addition for Ilibrary
operations and it had been vetoed. She added that the
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Departnent was happy to see it included in this year’s
Governor’ s request.

Co- Chair Meyer asked about the $60 thousand dollars for
museum oper ati ons. Ms. Rehfeld explained that there are a
couple of confusing sections. In the regular track
suppl enmental, the Departnment wll be asking for an
additional $30 thousand dollars resulting fromthe job class
study conpleted in the current fiscal year. The amended
budget will include another $60 thousand dollar request for
that job study going into FYOG6.

3:31: 31 PM

DEPARTMENT OF ENVI RONMENTAL CONSERVATI ON

Section 5 (a) — Capital

Due to safety issues relating to energing bio-
terriorism threats and animal diseases, changes in
design were necessary to neet original intent and
provide a safe and secure |aboratory facility. This
amendnent provides additional funding to cover those
desi gn changes and conplete construction of the new
Environnental Heal th Laboratory.

Total Funds $855. 0

KRI STIN RYAN, DI RECTOR, DI VISION OF ENVI RONMENTAL HEALTH,
DEPARTMENT OF ENVI RONVENTAL CONSERVATI ON, comented that
when the | aboratory was desi gned, there were unknown present
day di seases. She pointed out that there have been changes
made to the animal diagnostic section of the |aboratory.
Those changes were essential in order to conply wth what
was energing in somatic diseases. The requested anount
woul d cover costs to finish the facility.

Vice-Chair Stoltze comented that the building is like a
“bad dreani.

Section 5 (b) — Capital

Agriculture economic disaster match of $500.0 of
federal wunrestricted receipts in DNR for non-existent
federal funds is reappropriated from sec. 24(n), ch.
159, SLA 2004, page 81, to DEC for the Seafood and Food
Safety Lab Repl acenent project.

Federal Unrestricted Rcpts ($500. 0)

Ms. Ryan noted that the $500 thousand dollars was the
reappropriation.

3:35: 08 PM
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DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TI ES

Section 6 (a) — Marine H ghway Stabilization

Fuel cost increases.
Gener al Funds $6, 813. 3

NANCY SLAGLE, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES, stated
that the Departnent has experienced increased fuel prices

for the Alaska Marine H ghway System It is anticipated
that the total usage this year will be about 10.2 mllion
gal | ons. The costs reflect about an 88% increase in the

fuel prices for the year. The fuel prices are tied to the
Ol Price Information Services (OPIS).

3:37:23 PM

DEPARTMENT OF M LI TARY & VETERANS AFFAI RS

Section 6 (b) — Disaster Relief

Base capitalization of fund $1,000.0; 2004 Bering

Strait Sea Storm $4, 054. 4; I nterior Eart hquake
shortfall $259.3; and Kaktovik Wnter Storm $2, 363.5
CGener al Funds $7,677. 2

No one was present to address Section 6 (b).

Representative Foster comented that it would cover costs
for inprovenents.

3:38: 15 PM

DEPARTMENT OF ADM NI STRATI ON

SUSAN TAYLOR, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF REVENUE, advised that the Chairman had told
the agencies that the gas |ine appropriations wuld be at
the bottom of the agenda. She stated that the Departnent of
Revenue’s Deputy Conm ssioner, Steve Porter had not been
called and stressed that he needed to be present to discuss
the itenms in order to provide the correct context for the
requests.

3:39: 33 PM

DEPARTMENT OF LAW

KATHRYN DAUGHHETEE, Dl RECTOR, ADM NI STRATI VE SERVI CES
Dl VI SI ON, DEPARTMENT OF LAW added that the M. Porter would
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need to be present to discuss Sections 7 (a) - 7 (e) and
Section 8.

DEPARTMENT OF HEALTH & SOCI AL SERVI CES

Section 9 (a) — Al askan Pi oneer Hones

Repl acing wunrealizable federal Medicaid funds wth
recei pt supported services. Lower receipts are due to
the voluntary nature of residents signing up for
Medi cai d.

Recei pt Supported Services -0-

JANET CLARKE, ASSI STANT COW SSI ONER, DI VISION OF FI NANCE
AND MANAGEMENT SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL
SERVI CES, commented that the supplenental request was a
result from last year when the Departnent initiated an
effort to use Medicaid funds in the Pioneer Hones. The
Department has had a slow start in getting individuals on
Medi caid and has been unable to collect the $1.2 mllion
dollar Medicaid receipts in the current fiscal year. She
added that there are receipt-supported services which offset
paynents that the pioneers actually nake for the cost of
their care. It wll be a net zero effect to the budget.

3:41:41 PM

Section 9 (b) — Behavioral Health Medicaid Services

Medi cai d casel oad growt h above FY 05 budget
projections. At current expenditure rate, the existing
appropriation will be gone in April or My.

Tot al Cost $6,171. 4

Ms. Carke stated that the request was for both general
funds and federal funds. The request is based on increased
costs above the projected growh for FYO5. There has been a

continual increase for residential psychiatric treatnent
centers above that projected a year ago. The request is
basically for the increased costs. It is the fasted grow ng

part of the nental health portion of the budget.

Representati ve Hawker enphasized that there are regulatory
actions that the Legislature can take to help mtigate those

cost growhs in the future. Ms. O arke agreed. In the
past, it was the kids in State custody, who were the ones
being sent out of State. Now, it 1is the individuals,

parents and/or physicians, that are sending the child to an
out of State facility; after 30-days, they are eligible for
Medi caid. The Departnent is attenpting to put controls in
place in order to regulate the nunber of children sent out
of State.
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3:44: 39 PM

Section 9 © Health Care Services: Wnen's & Adol escents Svc.

Feds reduced FFYO5 funding in the Breast and Cervica
Cancer screening program The fund source change w ||
allow services to 1600 enrolled wonen that otherw se
woul d not be served due to federal funding reductions.
Funds will be required by late March or early April to
continue the program

Total Costs -0-

Ms. Clarke clarified that this sumer the Departnent was
notified that they would | oose $500 thousand federal doll ar
receipts for the Breast and Cervical Cancer screening
pr ogram She noted that they expected to serve 7200 wonen
in FYO5. Wthout the $500 thousand dollar request, the
screening will be frozen and wll reduce the nunber of
wonen’ s screening to 5600.

Ms. Carke stressed that the program is effective in
di agnosing cancer; it has saved a nunber of Ilives. The
Adm nistration nade a decision in the fall to cone to the
Legi slature for supplenental funding for this inportant
program

Section 9 (d) — Health Care Services / Medicaid Services
Unable to inplenment cost containnent neasures as

qui ckly or to the extent planned: e.g., Prescription
Drug List delay, Transportation, Rate Setting, Cost

Avoi dance of Medicare Covered Drugs. At current
expenditure rate, the existing appropriation wll be

gone in April or My.
Tot al Cost $30, 709. 7
Ms. Carke explained that in FY04, the Departnent had
reduced the general fund by $120 mllion dollars. In FYO5,
the Departnment cane to the Legislature with a proposal to
save $60 mllion dollars in general funds. The current

request is the first in which the Departnent has not been
able to save the $67 mllion dollars in general funds.
Those are the “unrealizable cost containing efforts”. The
Departnent has been aggressive in attenpting to contain
Medicaid costs. Sonme of those efforts have not been
successful. There is a total fund shortfall of $31 million
dol | ars.

Ms. Clarke noted the back-up material details. There were

two large areas in which the Departnent had hoped to save
noney but was not able to:
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e An $11 mllion dol | ar savi ngs pr oposal for
transportation costs for Medicaid; and the

e Establishment of the Preferred Drug List (PDL). It
was anticipated that the Departnment would save $20
mllion dollars, however, they wll only save $8.4
mllion dollars.

3:50: 03 PM

Section 9 (e) — Senior/Disabilities Services

Unable to inplenment cost containnent neasures as
qui ckly or to the extent planned: e.g., Contract \Wiver
Assessnent s, Medi cai d Wai vers, Reduci ng Respite
Utilization, MNursing Hones Preadm ssion Care Plans,
$7,084.4 G- and $7,606.3 Federal = $16,690.7. Formula
growt h over budgeted anobunt will cost $15,487.8 G- and

$20,930.2 Federal = $36,418.1 Primary growh is in
Per sonal Care Attendant Servi ces. At current
expenditure rate, the existing appropriation wll be

gone in March
Total Costs $53, 108. 8

Ms. O arke commented on the continuing, expediential growh
in the personal care attendant program conponent above | ast
year’ s projections.

Ms. O arke addressed unrealized cost containnents for senior
and disability services. |In FY05, the Departnent signed up
for $48.5 million dollars. The Departnment has been able to
achieve $32 mllion dollars in that savings. This portion
of the request is general funds in the anount of $7.1
illion dollars; with a total conponent request of $16.7
ion dollars.

Ms. O arke added that the back up would outline why the
Department was able to achieve only 2/3 of that goal.
Individuals in Medicaid have the right to appeal that
decision if there are changes in their plan of care, which
was not antici pated. Al so, the Departnent anticipated a
savings in the Medicaid waiver program of $4 mnmllion
dol | ars. No one bid on that RFP, so the Departnent has
tried a different approach to standardizing the rates.

Ms. Clarke added that it had been anticipated that the
Department woul d be able to elimnate the exceptional relief
from the nursing hones; however, the regulations did not
elimnate that conponent. Addi tionally, the Departnent
anticipated a $4 nmllion dollar saving by inplenenting a
screening for nursing honme care. The logic was flawed and
there has been no realized reduction.

3:54: 32 PM
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Ms. Carke noted that the Departnent has achieved sone
consideration for cost containnent in the waiver prograns.

The other portion of this request is for the Personal Care
Attendant Program which continues to grow beyond al

esti mat es. The program has “exploded” in costs. The
initial cost was about $8 million dollars in FY 2000 and now
has grown to nearly $76 million dollars for FYO5. Vs

Clarke pointed out that they are working wth the
Subcommttee to |ook at policy changes around the
eligibility criteria. She comented that the Departnent is
getting information from other states regarding their
eligibility criteria and that policy choices need to be
made. The programis serving a good need and the Departnent
wants to guarantee that they do not jeopardize individuals
that can get hone care. The Departnent is |ooking at
eligibility related to disability.

3:56: 36 PM

Represent ati ve Hawker observed that this year’s suppl enent al
proposals are very large and that nenbers can expect that
next year’s budget will be even |arger.

HB 135 was HELD in Commttee for further consideration.
#
3:57:26 PM

ADJ QURNVENT

The neeting was adjourned at 3:57 P. M
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