M NUTES
SENATE FI NANCE COW TTEE
February 23, 2005
9:02 a.m

CALL TO ORDER

Co-Chair Green convened the neeting at approximately 9:02:49 AM

PRESENT

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

Senat or Bert Stedman

Senat or Lyman Hof f man
Senat or Donny O son

Al so Attending: JANET CLARKE, Director, D vision of Adm nistrative
Servi ces, Departnent of Health and Social Services; STEVE ASHVAN,
Director, Division of Senior and Disabilities Services, Departnent
of Health and Social Services; ERIC SWANSON, Director, Division of
Adm nistrative Services, Departnent of Admnistration; DUANE
BANNOCK, Director, Division of WMtor Vehicles, Departnent of
Adm nistration; JOSH FINK, Public Advocate, Ofice of Public
Advocacy, Departnent of Adm nistration; BARBARA BRI NK, Director,
Publ i c Def ender Agency, Departnent of Adm nistration; STAN HERRERA,
Di rector, Enterprise Technol ogy Servi ces, Depar t ment of
Adm ni stration;

Attending via Tel econference: From Anchorage: DWAYNE PEEPLES,
Director, Division of Health Care Services, Departnment of Health
and Soci al Services;

SUMVARY | NFORMATI ON

SB 98- SUPPLEMENTAL APPROPRI ATI ONS: FAST TRACK

The Commttee heard from the Departnment of Health and Soci al
Services. The bill was held in Commttee.

SB 97- SUPPLEMENTAL APPROPRI ATI ONS/ CBR
The Commttee heard from the Departnent of Health and Soci al

Services and the Departnment of Admnistration. The bill was held in
Committee.
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#SB98

SENATE BI LL NO. 98

"An  Act maki ng  suppl enent al appropriations, capi tal
appropriations, other appropriations, and reappropriations;
amendi ng appropriations; making appropriations to capitalize
funds; and providing for an effective date.”

This was the third hearing for this bill in the Senate Finance
Committee.

The Comm ttee concluded hearing presentations from State agencies
outlining the appropriation requests.

Departnment of Health and Social Services

ltem 34

Section: 9(a)

RDU:. Al askan Pi oneer Hones: Pioneer Hones

Suppl enental Need: replacing unrealizable federal Medicaid
funds with recei pt supported services. Lower receipts is due
to the voluntary nature of residents signing up for Medicaid.
-$1, 200, 000 federal funds

$1, 200, 000 recei pt supported services

$0 Total Funds

JANET CLARKE, Director, Dyvision of Admnistrative Services,
Departnent of Health and Social Services, noted this item was
addressed at the previous hearing. This request would allow
services to be continued to residents of the Pioneers' Honmes. The
residents have paid these nonies and the |egislature has
continually reappropriated the funds to the Hones.

[tem 35

Section: 9(b)

RDU: Behavi oral Heal th: Behavioral Health Medicaid Svc

Suppl enent al Need: Medi cai d casel oad grow h above FY 05 budget
projections. At current expenditure rate, the existing
appropriation will be gone in April or My.

$2, 653, 700 general funds

$3,517, 700 federal funds

$6, 171, 400 Total Funds

Ms. Carke explained this increased need is the result of
expenditure grow h of the behavioral health program particularly
the out of state placenents of children. This program is the
fastest growi ng segnent of the Departnent's budget. This request is
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for those costs over the anobunt projected would be required.

Co-Chair Geen asked if the increased costs of the out of state
pl acenent program are the result of additional patients served or
| onger stays by patients.

Ms. Clarke replied that the Departnent is review ng all causes of
the increases, which includes the nunber of children in out of
state placenent and the |onger stays.

Co-Chair Geen asked if the daily rate has stayed consistent.

Ms. O arke answered that the rates have changed sone, but the
anount is insignificant and not the cause of the large cost
i ncreases to operate the program

Item 36

Section: 9(c)

RDU. Health Care Services: Wnen's and Adol escents Services
Suppl enent al Need: Feds reduced FFYO5 funding in the Breast
and Cervical Cancer screening program The fund source change

will 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

$500, 000 general funds
-500, 000 federal funds
$0 Total Funds

Ms. Carke informed that when the FY 05 operating budget was
adopt ed, the Departnent was not aware that the federal funding for
this program would be reduced. Reducing the program would have
resulted in fewer wonen being screened for the cancers. A chart
included in the back-up material for this request [copy on file]
shows the increased nunber of wonen served through this program
This request would restore funds to the program to prevent any
wonen from being elimnated fromthe program

Co-Chair Green asked what services besides cancer screening are
pai d through this program

Ms. O arke indicated she would provide this information, noting
t hat manmmograns and t he di agnostic anal ysis of those mammograns are
i ncl uded.

Co-Chair Green was unaware that the screening programwas separate
fromthe free health care program
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Ms. Clarke affirmed it is a separate program and has been fully
funded by the federal governnment for nmany years. This program
serves as the "gate" to receive Medicaid-paid treatnment for those
eligible to receive it.

Co-Chair G een asked where the shortfall is listed in this
| egi sl ati on.

Ms. Garke replied the next itemreflects the growth in health care
servi ces.

Ms. Clarke reported that the program includes a clinical breast
exam nation, a mamogram and a pap snear. |f abnormalities in a
patient's screening appear, that patient is provided care within
that Medicaid enroll nent year.

Co-Chair Green asked why the federal funding was reduced.

Ms. Clarke replied that the federal grant award was reduced, but
did not know t he reason.

Senat or O son asked the plan for the following fiscal year if the
federal funding were not reinstated.

Ms. Clarke replied that the Governor's proposed FY 06 budget has
requested reinstatenment of federal funds. O herw se, the program
woul d restrict the screening procedures to wonen over the age of
55, the mandatory age. Currently, any qualified wonman over the age
of 18 is eligible for the screening.

Senat or O son asked about wonen under the age of 55 with signs of
potential cancer, such as a suspicious breast |unp.

Ms. C arke was unsure how the program woul d address these wonen.
She woul d research the matter.

[tem 37

Section: 9(d)

RDU. Health Care Services: Medicaid Services

Suppl enental Need: Unable to inplenent cost containnment
measures as quickly or to the extent planned: e.g.,
Prescription Drug List delay, Transportation, Rate Setting,
Cost Avoidance of Medicare Covered Drugs. At current
expenditure rate, the existing appropriation will be gone in
April or May.

$13, 821, 400 general funds

$16, 888, 300 federal funds

$30, 709, 700 Total Funds
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Ms. Clarke stated this funding request is due to the Departnent's
inability to acconplish its budget goals of the previous year. In
FY 05, the Departnent proposed a total of approxinmately $45 mllion
of cost containnment itens, but has been able to inplenent only
approxi mately $11 million. The backup docunentation details those
areas where the reductions were unrealized [copy on file].

Ms. Carke highlighted two conponents, which denonstrate the
majority of the unrealized savings. The first involves anticipated
reduced transportation costs of the Medicaid program through the
use of the newWwy created State travel office. The Medicaid program
did not get enrolled in the travel office to enable the Departnent
to purchase bulk tickets until later in the fiscal year and thus
the Departnment was unable to realize the full anount of anticipated
cost reductions. The Departnent had al so projected changes to the
preferred drug list would save $20 m|llion; however the adjusted
projection is $8.4 nmillion. This is due to the decision to exenpt
behavi or drugs fromthe preferred drug list restrictions. |nclusion
of the behavior drugs proved to be controversial.

Ms. O arke noted savings for several other conponents were |ess
than the anmounts projected.

Senator Hoffrman recalled that during discussions on the FY 05
budget during the previous session he asserted the cost
contai nments were aggressive and recomended revising the anmounts.
O the projected $45 mllion, $30 million was not achieved. This is
| ess than 25 percent and reflects a "Far cry from good nmanagenent."

Senat or Hof fman asked the current status of the Medicaid trave
conmponent in securing cost containnent.

Ms. Clarke replied that the Departnent joined the State travel
office as of January 1, 2005, although the savings of this
col | aboration were | ess than anti ci pat ed.

Senat or Hof fman asked if savings fromthe travel office over the
next four months would reduce the $30 mllion of unrealized cost
cont ai nnent .

Ms. Clarke answered it would. She noted that at the tinme the
Governor's supplenental appropriation request was drafted, the
Department had realized no savings from participation with the
travel office. This supplenmental request would be updated to
reflect savings realized since participation began as well as
antici pated savings through the end of the fiscal year.
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Senat or Hof f man had expected the Departnent woul d achi eve at | east
50 percent of the projected cost containnent efforts proposed to
the legislature. He rem nded that he sponsored amendnents to reduce
t he fundi ng reductions, as he had predicted they were unrealistic

Senat or O son asked the percentage of Medicaid funds spent for
behavi oral drugs.

Ms. Clarke estimated the cost of behavioral drugs conprise one-
third of the Medicaid funds expended for prescription nedication.

DWAYNE PEEPLES, Director, Dyvision of Health Care Services,
Departnent  of Health and Soci al Servi ces, testified via
tel econference from Anchorage that the expense of behavioral drugs
is between 25 and 30 percent of the total prescription drug cost.

ltem 38

Section: 9(e)

RDU:. Senior/Di sabilities Svcs: Senior/Disabilities Medicaid
Svc

Suppl enental Need: Unable to inplenent cost containnent
measures as quickly or to the extent planned: e.g., Contract
Wai ver Assessnents, Medicaid Wiivers, Reducing Respite
Wilization, Nursing Hones Preadm ssion Care Plans, $7,084, 400
general funds and $7, 606, 300 federal = $16, 690, 700. Fornul a
growt h over budgeted anmobunt wll cost $15, 487,800 general
funds and $20, 930, 200 federal = $36,418,100. Primary growh is
in Personal Care Attendant Services. At current expenditure
rate, the existing appropriation will be gone in March.
$22,572,200 general funds

$30, 536, 600 federal funds

$53, 108, 800 Total Funds

Ms. Clarke stated this request includes two itens. She noted cost
contai nment efforts were nore successful for these. The Departnent
had projected $48.5 mllion of cost containnent and refinancing
savings for the Senior and Disability Services Medicaid program and
expects would realize approximately two-thirds, or $32 mllion of
the initial projected savings.

Ms. Carke infornmed that the second portion of this request is for
funding to cover continued formula growh above projections,
particularly for the Personal Care Attendant program This program
continues to expand above the Departnent's estinate, despite the
audits conducted. January incurred the highest costs to date of
$7.4 mllion. She anticipated extensive discussions would be held
in the budget subcommittee to reevaluate policy choices for this
program O her states have addressed the issue in various ways,
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whi ch woul d be revi ewed.

Senator Dyson recalled that Conm ssioner G| bertson expressed
concerns a year ago about the growh of this program Those
di scussions established the significant advantage for senior
citizens to remain in their hones rather than be institutionalized.
Senat or Dyson understood that criteria was inplenented to require
that patients nmust be qualified to enter a care facility in order
to qualify for this program

Ms. Carke |learned that one section of the Departnent's regul ations
stipulate that clients nust require an institutional |evel of care
to qualify for this program However, other regulations stipulate
that patients denonstrate one deficiency.

STEVE ASHVAN, Director, Division of Senior and D sabilities
Services, Departnent of Health and Social Services, reiterated that
two regul ations apply. One requires that an eligible recipient have
one or nore deficiencies in an activity required for daily living,
such as neal preparation

Senat or Dyson pointed out that regul ations could be changed w t hout
| egi sl ative approval, and asked why the Departnent had not taken
steps to control the costs of this program

M. Ashman replied that regulations adopted the previous year
resulted in substantial outcry from patients, their famlies and
service providers. The Departnent has al so conducted audits of the
programto determ ne what changes should be inplenented to contain
costs.

Senator Dyson clarified the Departnment is gathering information
necessary to nmke decisions regarding the program but requires
addi ti onal data before decisions could be made.

M. Ashman answered this was correct.

Senat or Dyson remarked that this program should not be abused.
Famlies have a duty to provide sone services; however, sone
subsidy is necessary in situations where fam |y nmenbers nust take
time away from paying jobs to provide care. He asked the tinefrane
for making decisions regarding the future guidelines of the
program

M. Ashman replied that the audits shoul d be conpl eted by m d- March
and that sonme prelimnary data is already avail abl e.

Ms. Clarke stressed the Departnment's intent that changes nade to
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the program are acceptable to the legislature. This should be
det erm ned before any changes are inplenented to avoid conpl aints.
Therefore, the matter woul d be di scussed in the budget subcommttee
nmeet i ngs.

Senat or Dyson commented that the chair of that budget subcommittee
is experienced on this issue. He requested that a copy of the audit
be forwarded to the chair of the Senate Health, Education and
Soci al Services Comm ttee upon conpletion to allow a hearing on the
topic to be scheduled in that conmttee. The only manner to specify
| egislative intent is through statutory changes, resolutions or
direction given through appropriations. He asked the Departnent to
relay direction to the legislature on how the |egislature should
proceed.

Co-Chair Geen asked if a change of statute woul d be appropriate.

M. Ashman responded that the |anguage in statute only provides
that the service is an option.

Co-Chair Geen surmsed that the qualification requirenents could
be changed wi t hout |egislation.

Senat or Bunde synpathized that conplaints are made when difficult
deci sions are made.

Senator Hoffrman reiterated that the appropriations requested for
items #36 and #37 total alnost $95 nillion, which denonstrate that
the Department "mssed its target" for cost containnent. The
docunentation for these requests indicates the reductions were not
achi eved because changes were not inplenented in a tinely manner.
He asked if the proposed enabling changes woul d be inpl enented by
the start of FY 06 and subsequently reflected in the FY 06
oper ati ng budget.

Ms. Clarke replied that some of the enabling changes would be
i npl enented before the start of FY 06 although others would not.
She exanpled that the projected $4 nillion savings through a
nursi ng honmes preadm ssion care plan would not be realized. This
plan was envisioned to prevent Medicaid expenditure related to
patients entering expensive nursing hone facilities unnecessarily.
However, the plan failed to consider that other Medicaid eligible
patients would be admtted to those beds and that the only way to
elimnate that expense would be to elinmnate those bed spaces.

Senator Hoffman asked the percentage of +the targeted cost
cont ai nment woul d be realized for FY 06.
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Ms. O arke responded that the Departnent has achi eved approxi mately
$41 mllion in savings.

Senat or Hof f man remarked that the total projected cost contai nnent
was $93 mllion.

Ms. Clarke clarified that a significant portion of the funding
requested for the Senior/Disabilities Services BRUis not rel ated
to anticipated cost containnment, but rather reflects the rate of
growh in the cost of the program

Co-Chair Green ordered the bill HELD in Conmmittee.

AT EASE 9:34:01 AM/ 9:35:45 AM

Co-Chair WIlken chaired the remai nder of the neeting.
#SB97

SENATE BI LL NO. 97

" An Act maki ng suppl ement al , capital, and ot her
appropriations, and reappropriations; anendi ng appropri ations;
maki ng appropriations to capitalize funds; nmeking an
appropriation under art. IX, sec. 17(c), Constitution of the
State of Alaska, fromthe constitutional budget reserve fund,
and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

The Conm ttee heard presentations fromthe State agencies outlining
t he appropriation requests.

9:36: 29 AM

Department of Health and Social Services

ltem 85

Section: 8(a)

RDU:. Behavi oral Heal th: Behavioral Health Gants

Suppl enent al Need: Substance abuse prevention initiative so
Al aska's kids are safe and healthy - Leadership initiatives to
Keep Children Al cohol -Free, Reach Qut Now, Buil ding Healthy
Futures, Statew de Miltinedia Canpaign; FY 06 | apse date

$4, 000, 000 general funds

ltem 86
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Section: 8(b)

RDU: Behavi oral Heal th: Behavioral Health Adm nistration
Suppl enent al Need: Substance abuse prevention initiative so
Al aska's kids are safe and healthy - Alaska Local Options
Canpai gn Project Coordinator; FY 06 | apse date

$75, 000 general funds

[tem 87

Section: 8(c)

RDU. Behavioral Health: Community Action Prevention and
Intervention Gants

Suppl enent al Need: Substance abuse prevention initiative so
Al aska's kids are safe and healthy - Al aska Local Options
Canpai gn; FY 06 | apse date

$425, 000 general funds

Ms. Clarke explained these itens are interrelated and pertain to
subst ance abuse prevention. The Governor is "expecting” to utilize
a portion of the "wndfall", revenues in excess of anounts
projected for FY 05, for these new prograns intended to pronote
substance abuse prevention by children. |In Alaska, appropriate
action has not been taken to address substance abuse in the age
group of 12 to 13 year-olds. The intent is to "get ahead of the
probl emi rather than react to the "downstream costs" of substance
abuse. These prevention prograns are supported by the federal
government and by ot her states.

DI ANE CASTO, Section Manager, Prevention and Early Intervention
Section, Division of Behavioral Health, Departnment of Health and
Soci al Services, testified that substance abuse is a "huge probl ent
for the State and i npacts other social services. She listed child
abuse, donestic violence, and school dropout as exanples. The
intent is to review substance abuse issues in a conprehensive and
holistic way to determne how to help children and famlies and
communities to earlier address substance abuse in those
conmuni ti es. Substances abused include al cohol, drugs, tobacco, and
prescription drugs. The goal is to build self-esteemand resiliency
in children to assist themin resisting abusive behavior.

Ms. Casto infornmed that the age in which children first try these
substances is continually younger, and reportedly ages 12 and 13
for sone. Therefore prevention nust be addressed at an earlier age.
Research denonstrates that the earlier first tinme use occurs, the
nore likely the youth is to have addiction problens later in life.
The target ages for the proposed prograns are 10 to 12 years.

Ms. Casto explained the plan to utilize adol escents, high school
and col |l ege students, as nentors to speak to the children. Youths

SFC- 05 (10) 02/ 23/ 05



listens to their peers nore than they listen to adults and it is
inmportant that adults do not nmke all the decisions in
adm ni stering these prevention initiatives.

Ms. Casto spoke to the identification of high-risk popul ations.
Most abusers in treatment prograns are parents. Research shows that
drug and al cohol abuse is often generational. The program nust work
with children to "break that cycle.”

Ms. Casto furthered that the proposed program woul d al so undert ake
a conprehensive, multi-strategy nedia approach to change
per ceptions about al cohol and drug use. It is inportant to change
the "norm' about al cohol. Sone parents of teens express relief that
their children are "only drinking al cohol™ and not using drugs. The
perception that alcohol is better than other substances nust be
al tered.

Ms. Casto stated these proposals would fund | ocal Al askan prograns.
The Murkowski Adm nistration is determ ning how to better support
comunities and their choices for |ocal options regarding the use
and sale of alcohol. The |egislature has provided assi stance for
comunities to become dry or danp or to inplenent other
restrictions. The intent is to assist conmunities to determ ne the
best choice for that community. The Departnent of Public Safety,
t he Departnment of Commerce, Community and Econom c Devel opnent, the
Departnment of Law and the Departnent of Health and Soci al Services
are involved in the process to develop a nore conprehensive
approach to the local option issue.

Senat or Bunde thanked the witness for her efforts in the prevention
of substance abuse. He noted the reference to the safety and health
of Alaska's children. Wth the reported age of substance abusers
becom ng younger, he asked how t he success of the proposed prograns
woul d be assessed. He al so questioned the inclusion of this request
in the suppl enental appropriation.

Ms. Casto replied that the prograns woul d be based on a nunber of
ot her progranms that have undergone thorough evaluation and that
nmeet certain criterion to denonstrate their effectiveness. These
prograns have been certified by the federal Departnent of Education
and other federal prograns. The State Departnent of Health and
Soci al Services woul d provide assistance to grantees to ensure all
prograns include eval uati on conponents.

Ms. Casto cited a survey on youth risk behavior, which indicates a
decrease in the use of various drugs and alcohol. This is not a
| arge i ncrease, but represents a trend. Efforts should be nmade to
ensure this continues.
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Senat or Bunde renarked that m ssions and neasures of prograns woul d
continue to be addressed in budget subcommittees.

Co-Chair Wl ken noted the funding for these proposed prograns for
FY 05 woul d be "windfall" noney that otherw se would be included in
the FY 06 budget. He asked if this would be a one-tine expenditure,
or if the expectation would be that funding would continue to be
appropri at ed.

Ms. O arke expected the appropriations would be ongoi ng.

Senator O son indicated support for the proposed prograns, but
asked why the programcould not wait until FY 06.

Senat or Stedman agreed, noting the testinony did not address a need
for this funding imedi ately rather than July 1, 2005. The previous
itens were of significant anmounts and any new prograns should be
considered as a part of the FY 06 budgetary process.

Co-Chair WIlken anticipated this "funding mnmechanism of the
wi ndfall revenues would be reflected in nmany itens included in this
suppl enental appropriation request.

Co-Chair Geen asked if any funds had been expended on these
proposed prograns to date.

Ms. C arke answered no.

Co-Chair Geen clarified the proposal to inplenent three new
progr ans.

Ms. Clarke affirnmed.

Senator Bunde remarked upon the reference to the additional as
windfalls at a tine when the State has a $5.5 billion debt to the
Constitutional Budget Reserve fund.

Co-Chair WIken expressed concerns with this request and the
practice of instituting new prograns in years of higher revenues.
He asked how the proposed prograns differ fromcurrent prograns. He
al so asked the anmount of funding expended in FY 05 for al cohol-
rel ated prograns. He questioned whether funding for this program
could be sustained in the future and the anticipated inpact of the
progr ans.

Ms. Clarke stated she would provide the requested i nformation. She
estimated the FY 05 expenditures for substance abuse prevention is
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l ess than $1 million.
Co-Chair WI ken questioned the accuracy of that estinate.

Senat or Stedman pointed out the descriptions for the itens indicate
a FY 06 | apse date. The expenditures should correctly be reported
as ongoi ng.

Item 88

Section: 8(d)

RDU: Juvenile Justice: Probation Services

Suppl enment al Need: Court-ordered special needs services for
children in juvenile facilities. Last session the Legislature
asked that these costs be brought forward as suppl enental s.
$194, 100 general funds

Ms. Clarke stated this request is for costs expected would be
incurred in FY 05. At the tinme the FY 05 budget was adopted, the
| egi slature requested that actual costs be addressed as
suppl ement al appropriation requests.

Co-Chair WIlken noted this process is simlar to ratification.

ltem 89

Section: 8(e)

RDU: Public Assistance: Adult Public Assistance

Suppl enental Need: Savings due to caseload reduction and
programmatic changes, particularly last year's changes to
i nterim assistance

-$2, 038, 800 general funds

ltem 90

Section: 8(e)

RDU:. Public Assistance: General Relief Assistance

Suppl emental Need: Projected FY 05 | apse. Approxi mately 80% of
funds are used to pay for funeral and burial expenses of
i ndi gent deceased persons; the remainder is used to assist
| ow-i ncome individuals and famlies who are facing eviction.
-$185, 000 general funds

Ms. O arke explained these itens propose reappropriating genera
funds to offset other supplenmental appropriations. Both itens were
"over budgeted" in the initial FY 05 appropriation.

[tem 91

Section: 8(f)

RDU. Departnental Support Services: BASIC G ants

Suppl enmental Need: Provides vital social service program

SFC- 05 (13) 02/ 23/ 05



support to entities directly serving needy A askans across the
state. Funding will be used on coll aborative, comunity-based
activities addressing basic needs such as food, shelter and
health care. Wth FY 06 | apse date.

$1, 000, 000 general funds

Ms. Clarke stated this request would fund a new programutili zing
FY 05 windfall revenues. This is not a normal supplenental item

but rather would inplement a new grant program BASIC is an acronym
of : Building Al aska through Successful Initiatives in Comunities.

The grants woul d be awarded to comrunity organi zations for specia

needs. She told of the shortage experienced by the Anchorage food
bank of turkeys for Thanksgiving. These grants woul d be avail abl e
for these types of expenditures.

Co-Chair Wl ken asked if this grant program would be expected to
continue to FY 06.

Ms. Clarke affirnmed.

Senat or Bunde commented that Al aska currently has a substanti al
wel fare system He opined that these additional revenues shoul d be
allocated to the existing prograns and subsequently avoid the
adm ni strative expenses related to a separate program

Ms. O arke responded that the need for additional funding for |oca
food banks has been identified. The Adult Tenporary Assistance
program benefits are distributed to recipients for alimted tine
and are then discontinued; however, the need for sonme assistance
conti nues.

[tem 92

Section: 8(Q)

RDU. Boards and Conmi ssions: Governor's Advisory Council on
Fai t h-Based and Conmunity Initiatives

Suppl enmental Need: FY 05 costs for Ofice established by
Adm ni strative O der 221

$122, 100 general funds

Ms. Carke inforned that Governor Mirkowski established this
advisory council to facilitate the start of the faith-based
program The Departnent of Mlitary and Veterans Affairs, the
Departnent of Corrections and the Departnent of Labor and Wrkf orce
Devel opnent are participating in the Council. The funds requested
in this item would repay those departnents for expenses already
i ncurred. The Departnent of Health and Social Services would not be
rei nbursed for its contributions.
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Co-Chair G een understood the admnistrative order had a zero
fiscal note.

Ms. C arke was unsure.

Co-Chair Geen asked the nunber of positions created for this
counci | .

Ms. O arke answered that three new positions have been added.

Co- Chair G een asked the anount that would be requested for this
programin FY 06.

Ms. darke replied that the Governor is proposing $400,000 for this
item

Co-Chair Geen asked the cost of this programthe previous year.

Ms. Clarke clarified the Council is newy created and therefore no
funding was allocated to it in the past.

Co-Chair Geen recalled people in her community working for over
year on these efforts.

Ms. Clarke surmsed this nust be a different organization.
Co-Chair Green asked the provisions of the adm nistrative order.
Ms. O arke would provide a copy of the order to the Conmttee.

Co-Chair WIken noted the Governor's FY 06 request for this program
is over $300, 000.

Senat or Bunde conpared this to item #91 and questioned at what
poi nt these activities becone State-funding rather than community
and organi zati on funded.

Co-Chair WIken asked the consequences if this item were not
f unded.

Ms. Clarke replied that the aforenentioned departnments would be
required to absorb the expenses.

Co-Chair WIken noted the Departnment of Health and Social Services
has utilized federal Tenporary Assistance for Needy Fam lies (TANF)
funds for its portion of the expenses.

Co-Chair Green asked if a direct appropriation could be nade to the

SFC- 05 (15) 02/ 23/ 05



ot her departnents for reinbursenent.
Co-Chair WI ken answered this could be done.

Senat or Dyson asked if any federal funding is available for these
efforts.

Ms. Clarke affirmed the Department has been expendi ng TANF funds,
but was unaware of any other federal funds avail able to subsidize
these activities.

Co-Chair WIken asked if any of the three new positions have been
filled.

Ms. Clarke informed that the | ead position of the Council has been
filled.

Co-Chair Wlken clarified that two additional staff would be hired
if this funding were provided.

Ms. Clarke affirnmed.

[tem 39

Section: 8(h)

RDU:. Public Health: Vital Statistics

Suppl enmental Need: Full funding for |ease costs for Juneau
of fice.

$150, 000 Recei pt Supported Services funds

Ms. Clarke infornmed that these |ease costs have been subsidized
within the Departnent's budget for several vyears, but the
Departnent is not |onger able to absorb the expense. The Bureau of
Vital Statistics has generated nore revenue than anticipated in the
current year. She noted a simlar appropriation wuld be requested
in FY 06.

[tem 151

Section: 19(a)

RDU. Ratifications - Health and Social Services
Suppl enment al Need: AR22520- 03 Medi cal Assi stance
$13, 390, 029. 73 general funds

Ms. CGarke stated this itemis ratification for FY 03. She noted no
ratification would be required for FY 04, denonstrating progress.

10: 07: 03 AM

Department of Adm nistration
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ltem 68

Section: 1(a)

RDU: Fi nance

Suppl enrental Need: First National Bank of Al aska credit card
rebates - These funds are received from the bank based on
state credit card purchases. Gowh of the credit card
program conbined with nore favorable rebate terns has
resulted in rebates in excess of budgeted authority. Al ow ng
receipt and expenditure of these funds wll allow the
departnent to neet the vacancy factor in this conponent where
health insurance and retirenent cost increases were not
f unded.

$76, 100 Statutory Designated Program Recei pts funds

ERIC SWANSON, Director, Division of Admnistrative Services,
Department of Adm nistration, reported that receipt authority is
currently budgeted at $112,500, but because of growh in the credit
card program and nore favorable rebate terns, the State has
realized a |arger rebate. The intent is to utilize these funds for
staffing the credit card program

Co-Chair Geen asked if any understanding exists dictating that
rebates nust be returned to the original funding source,
particularly federal receipts.

M. Swanson replied that the rebates are generated fromall funding
sources. The Department has been notified that the federal
governnment could inpose a penalty if rebates generated from the
expendi ture of federal funds were not utilized to offset the costs
of operating the credit card program

Co-Chair Green wanted to ensure that no consequences woul d result
fromthis practice identified in future audits.

M. Swanson rem nded that a simlar appropriation of these rebates
occurred in the FY 04 suppl enental budget.

Co-Chair Geen pointed out that statutory designated program
recei pt nonies are actually general funds.

M. Swanson affirned that if these rebates were not appropriated
for this item the funds would revert to the general fund. However,
he reiterated that penalties could result if the rebates generated
fromthe use of federal funds were not allocated to the credit card
program

Co-Chair WI ken asked what the rebate funds woul d be expended for.

SFC- 05 (17) 02/ 23/ 05



M. Swanson replied the nmonies would fund a portion of the salaries
for credit card services' staff.

Co-Chair WI ken asked if the funds coul d be expended for the State
travel office.

M. Swanson responded that these funds were expended for the
purchase of software for the travel office in the previous year.
Simlar appropriations to the travel office are not proposed for FY
06.

Co-Chair W/l ken commented to the anpunt expended for the trave
of fice.

ltem 69

Section: 1(b)

RDU:. Mot or Vehicles

Suppl enental Need: Digital drivers |license supplies - Funding
is needed to cover the additional costs of deploying the
digital drivers license system and increased demand for the
new |icenses. Consumable costs are higher due to volunme of
first-year purchases and underestimating cost of consumabl es.
$125, 000 Recei pt Supported Services

M. Swanson expl ai ned that the costs of deploying the new digital
driver's license system and the cost of the consumabl es necessary
to produce these driver's licenses were higher than antici pated.
The demand for the new | icenses was hi gher than expected.

Senat or Bunde noted the intention that many new prograns shoul d be
sel f-supportive. He asked if the new digital system is self-
supportive.

M. Swanson qualified that the first year costs were higher than
average. However, the programwoul d operate in future years with no
addi tional funding required.

DUANE BANNOCK, Director, D vision of Mdtor Vehicles, Departnent of
Adm nistration, testified to the production costs of the new
driver's license system At the time the project was proposed,
several security deficiencies were discovered. The additional
security features added cost to the inplenentation of the system
Al so, inventory costs increased as a result of the need to stock
all offices and warehouses. Allow ng supply stocks to be depleted
before ordering replacenent supplies is not an option.

Co-Chair Geen asked if the Division has the ability to increase
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the fees for driver's licenses wthout |egislative action
M. Bannock replied that statutory changes woul d be required.

Co-Chair W1 ken noted the Division generates $40 mllion nore than
t he operating costs.

M. Bannock affirmed the Division generates revenue.
M. Swanson corrected the net amount is $30 mllion.

Item 70

Section: 1(c)

RDU. O fice of Public Advocacy

Suppl enental Need: Projected annual caseload increase -
Because of the difficulty in projecting case types and costs
18 nonths in advance, OPA has historically funded the workl oad
and casel oad increases through suppl enental appropriations.
Fundi ng of $25,000 in general fund/programreceipts is from
t he Departnent of Law fromcollections under Crimnal Rule 39
and Appel |l ate Rul e 209.

$600, 000 general funds

M. Swanson stated the requested anount is the projected difference
between the initial FY 05 appropriation and the anmount necessary to
fund the Ofice for the remainder of the fiscal year. Including
this suppl enent al appropri ation, the Ofice wuld expend
approximately the sanme as was expended in FY 04, despite an
i ncreased casel oad.

Co-Chair Green asked if funds appropriated in FY 04 had | apsed.

M. Swanson expl ained that the total FY 05 appropriation would be
approxi mately $100, 000 nore than the previous year.

Co-Chair WIlken recalled the | egislature appropriated 100 percent
of the requested anount for FY 05.

M. Swanson agreed the entire request was granted, but pointed out
t he anmount that was requested was | ess than the actual expenditures
of FY 04.

Co- Chair Green asked consequences if this appropriation were not
approved.

JOSH FI NK, Public Advocate, O fice of Public Advocacy, Depart nent

of Adm nistration, testified that if the request were not funded,
the O fice would be required to cease operations for the nonth of
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July.

l[tem 71

Section: 1(d)

RDU: Public Defender Agency

Suppl enment al Need: Projected annual casel oad increase - Ms.
Davi dson was reappointed to several hundred old cases
associated with the Blakely decision, which rendered sone
aspects of the State of Alaska's sentencing franmework
unconstitutional. Also, increases in travel to renote courts,
expert wtness, discovery and file storage costs. Fundi ng of
$24,900 in general fund/program receipts is from the
Departnent of Law fromcollections under Crimnal Rule 39 and
Appel l ate Rule 209. Also includes Therapeutic court funding
comng fromfederal funds received by the National Council on
Al cohol and Drug Dependency and all ocated to State agenci es.
$887, 200 general funds

M. Swanson noted this request is simlar to the Ofice of Public
Advocacy request. The anount requested for this itemrepresents the
difference between the initial FY 05 appropriation and the anount
required to fund the Agency for the remainder of the fiscal year
He spoke to significant casel oad growt h.

Co-Chair W1 ken pointed out that the Agency was al so fully funded
for FY 05 in the anmount requested.

BARBARA BRI NK, Director, Public Defender Agency, Departnent of
Adm nistration, affirmed the appropriation was the full anount
requested. She indicated a chart show ng consi stent casel oad growth
for the Agency [copy not provided.] It is expected that casel oad
woul d i ncrease nine percent, partially due to the finding that
Al aska sentencing statutes were unconstitutional. This inpacted an
unknown nunber of cases involving defendant sentencing. The Agency
has already been assigned multiple new cases as a result of the
appellate court finding. In addition, felony filings have
increased. This is a reasonabl e consequence of the funding of nine
addi ti onal prosecutor positions, additional State Trooper positions
and the appoi ntnent of two new judges.

ltem 72

Section: 1(e)

RDU: Ri sk Managenent

Suppl enental Need: Two major clains against the State's sel f-
i nsurance deductible ($1 mllion per loss) for catastrophic
| osses have been incurred: Fairbanks Correctional Center
(total cost is just over $1 mllion) and Fairweather hull
damage $350, 000.
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$1, 350, 000 general funds
M. Swanson outlined this item

Senat or Bunde asked if the Fairbanks Correctional Center danmage was
the result of the incident involving heavy equi pnent used in an
attenpted escape.

M. Swanson affirned.

Senat or Bunde asked about potential opportunities to recover this
expense

M. Swanson would follow up on the matter.

Co- Chair Green had understood the purpose of risk nmanagenent was to
amass funds to provide for costs in the event of such | osses when
the costs are |l ess than the anmount of the deductible.

M. Swanson replied the anounts of these clains are higher than the
anount the risk managenent has avail abl e.

Co-Chair G een asked if the deductible should be | owered.
M. Swanson deferred the matter to the Division of R sk Managenent.

Senat or St edman understood the MV Fai rweather was running in sea
conditions that were cal ner than the worst conditions the ship was
rated as able to withstand. He asked if the manufacturer would
provide for at |least a portion of the repair costs.

M. Swanson replied that remedies were pursued and this item
reflects the outcone of those efforts.

Co-Chair W1 ken requested further information.

Senator O son asked why the repairs are not covered through the
Department of Transportation and Public Facilities budget.

M. Swanson expl ai ned that the Departnent of Adm nistration nanages
t he i nsurance program

ltem 73

Section: 1(f)

RDU. Satellite Infrastructure

Suppl enental Need: The departnent has realized decreased
rental costs for satellite equipnent.

- $500, 000 general funds
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M. Swanson stated this itemrepresents a reduction in the anount
necessary to pay rental costs for public broadcasting. The
Department was able to negotiate nore favorable terns.

Co-Chair WIlken asked why the funds were not transferred for
information services activities rather than deposited to the
general fund.

M. Swanson replied that the information services program operates
froma separate fund source.

ltem 84
Section: 7(c)
RDU. Fund Capitalization - Information Services Fund

Suppl enental Need: Tel ecommunications Partnering Agreenent
(TPA) disentangl ement renedi ation $3, 200, 000, State of Al aska
Tel ecommuni cati ons System (SATS) and 2-Way Radi o renoved from
statewide rate allocation and funded separately $3, 043, 400
$6, 243, 400 general funds

M. Swanson stated the first portion of this request is to provide
for costs relating to tel econmuni cati ons operati ons.

M. Swanson infornmed that the Departnent separated the SATS and 2-
way radi o prograns from the TPA chargeback system The costs had
exceeded what the Departnment could reasonably collect from
partici pating agencies.

Co-Chair WIken noted the anobunt of the total request.

STAN HERRERA, Director, Enterprise Technol ogy Services, Departnent
of Adm nistration, detailed the purpose of the division. The first
portion of the request relates to the cancelled contract wth
Al aska Conmuni cations Systemto provide tel ecommuni cation services
to the State. Upon the failure of that contract, the previous
provi der resuned oversight and responsibility for the network. This
resulted in increased network costs as well as unrealized savings
anticipated fromthe ACS contract. One anticipated reduction was
the elimnation of certain toll charges.

M. Herrera continued that the second portion of this itemrelates
to the transfer of the costs of the SATS m crowave system and the
two-way radio systemfromthe tel econmuni cati ons chargeback costs
assessed to agencies. It was determined that the $2.8 nmllion
operating costs of the two systens shoul d be isol ated, although the
anount was deened to onerous to the departnents.
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Co-Chair Wl ken asked if federal funds could be utilized to replace
any general funds expended for this project.

M. Herrera answered that this would not likely be possible, as a
portion of the costs were related to infrastructure. He detailed
t he expenses incurred in canceling the tel ecommuni cati ons contract
relating to ownership of circuits and bandwi dth. Efforts have been
made to reduce costs, including software to enhance bandw dth
capacity.

Co-Chair WIken asked if by funding this project with general funds
the option to receive federal funding for a portion of the costs is
el i m nat ed.

M. Swanson responded that it is possible that State agencies could
be charged for some expenses, regardless of the use of general
funds. Those charges mght be eligible to "leverage" federal
f undi ng.

Co-Chair WI ken requested the Departnent identify those instances
where this could be possible.

M. Swanson was unsure of other agencies' ability to "backfill"
thi s expense.

Co-Chair WIlken indicated that further review of this itemwoul d be
made.

Co-Chair Wl ken ordered the bill HELD in Comm tt ee.

#
ADJ CQURNIVENT

Co-Chair WI ken adjourned the neeting at 10: 38 AM
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