HOUSE FI NANCE COW TTEE
February 7, 2011
1:32 p.m

1: 32: 58 PM

CALL TO ORDER

Co- Chair Thomas called the House Finance Commttee neeting
to order at 1:32 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan
Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Represent ati ve Reggi e Joul e
Representati ve Mark Neuman
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Representative M ke Chenaul t; Representative Al an
Austerman; Karen Rehfeld, Drector, Ofice of Managenent
and Budget, O fice of the Governor.

SUMVARY

HB 108 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 108 was HEARD and HELD in committee for
further consideration.

HB 109 APPROP: MENTAL HEALTH BUDGET

HB 109 was HEARD and HELD in committee for
further consideration.
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HB 137 SUPPLEMENTAL/ CAPI TAL/ OTHER APPROPRI ATI ONS

HB 137 was HEARD and HELD in committee for
further consideration.

#hb108
#hb109
HOUSE BILL NO. 108

"An Act making appropriations for the operating and
| oan program expenses of state governnent, for certain
prograns, and to capitalize funds; and providing for
an effective date."

HB 108 was HEARD and HELD in commttee for further
consi derati on.

HOUSE BILL NO. 109

"An Act nmeking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensive nental health program and providing for
an effective date."

HB 109 was HEARD and HELD in commttee for further
consi derati on.

#hb137
HOUSE BILL NO 137

"An Act meking supplenmental appropriations, capital
appropriations, and other appropriations; anending
appropri ations; repeal i ng appropri ations; maki ng
appropriations to capitalize funds; and providing for
an effective date."

1:34: 17 PM

Co-Chair Thonas explained the process by which the
suppl emental budget would be presented to the commttee,
using the 17-page spreadsheet, "FY2011  Suppl enent al
Requests, Ofice of Managenent and Budget, Submitted to the
Legi sl ature January 31, 2011" (copy on file). He noted that
each item had a line nunber in the spreadsheet and woul d be
referred to using that nunber.
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1: 35: 10 PM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDGET,
OFFI CE OF THE GOVERNOR, provided a high-level overview of
the supplenental request using the 17-page summary. She
noted that the Ofice of Managenent and Budget (OVB) had
attenpted to highlight whether a request was one-tine, had
been considered and included in the governor's FY 12
budget, or was being considered for a potential anendnent.
She rem nded the committee that the anmendnents to the FY 12
budget were due on February 16, 2011

Ms. Rehfeld sunmarized that HB 137 totaled $160,512, 100
overall; $43.6 mllion of the total was unrestricted state
general funds, $105.2 million represented federal funds,
and about $19.5 nmillion were other funds.

Ms. Rehfeld highlighted a few itens from the federal funds
category:

e $46.8 mllion - Fornula prograns

e $4.5 mllion - University Pell Gant program

e $18.3 million - Airport inprovenent projects

e $32.9 mllion — Surface transportati on projects

Ms. Rehfeld highlighted that $18.5 nillion of the other
funds category related to Al aska Permanent Fund investnent
managenent fees, which were based on the value of the fund.
She noted that the FY 12 budget included |[|anguage to
reflect adjustnents that woul d be nade over tine.

Ms. Rehfeld reviewed items from the fornula prograns
category (from within the Departnment of Health and Soci al
Servi ces):

e Children's services

« Al aska tenporary assi stance program
* Ceneral relief

* Senior benefits

* Medicaid growmh

* Hone and comrunity-based services

1: 39: 03 PM
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Ms. Rehfeld recalled specific contingency |anguage in the
FY 11 budget addressing the possibility that the higher
Medi cai d rei mbursenent rate would not be extended under the
Ameri can Recover and Reinvestnment Act (ARRA). Ceneral funds
woul d have been nade available if ARRA had not been
extended. Wien the |anguage was included in the FY 11
budget, OVB had contenplated a straight extension of ARRA
provi sions. However, Congress enacted a new bill and
changed the reinbursenent rates for the remainder of FY 11;
Section 10 of HB 137 contained proposed anendnents to the
contingency |anguage to reflect the new federal provisions.
The total anount would be known at the end of the year and
would be reflected in the final authorized budget; it
represented approximately $15 mllion in general funds.

Ms. Rehfeld added that requests for fire suppression
represented about $9.9 mllion of the general funds. She
rem nded the committee that the item generally reflected a
particular fire season

Co-Chair Thonmas noted that the agency personnel were not
present at the neeting and that M. Rehfeld would answer
guestions or get needed information to the conmittee.

Representative Gara referred to a msunderstanding related
to the governor's FY 12 budget, an assunption that the
hi gher federal Medicaid assistance percentage (FMAP) rate
woul d apply. He noted that there was a deficit in the FY 12
budget before the |aw was changed. The |aw was not changed
and there was a larger FMAP deficit than shown in the FY 12
budget. He asked how the nentioned anticipation of an FMAP
change worth $12 nillion applied to the earlier
m sunder st andi ng.

Ms. Rehfeld responded that the $14 nmillion referred to was
for the remainder of FY 11. The contingency | anguage
included in the FY 11 budget needed to be anended, as the
extension was treated differently than expected at the tine
the FY 11 budget was done. She noted that the situation
could be the sanme for FY 12; part of the discussion related
to the anended budget would be about contingency | anguage
in the event that the higher reinbursenent rate was
extended into the FY 12 budget; if it was not, about $123
mllion general funds woul d be needed.

1: 42: 43 PM
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Co-Chair Stoltze pointed out that the issue had been
di scussed extensively.

Co- Chair Thomas added that the |egislature was aware of the
i ssue; he nentioned that |anguage could be put into the
budget on the Senate side, if it was not put in on the
House si de because of tim ng.

Ms. Rehfeld noted that all of the itens on the spreadsheet
would be reviewed at the subcommittee |evel and that she
woul d flag prom nent itens. She began with page 1, line 5:

e Section 1, line 5, Department of Adm nistration
Ofice of Public Advocacy, $900,000 unrestricted
general funds.

e Section 1, Iline 6, Departnent of Admnistration
Public Defender Agency, $300,000 unrestricted genera
f unds.

Ms. Rehfeld detailed that both the organizations were
casel oad-driven. Need has typically been addressed through
the supplenental wth an adjustnent to the follow ng year's
budget based on the direction of the caseload. She noted
that both (line 5 and line 6) requests were being
considered for potential amendnents in the FY 12 budget.
She added that the Departnent of Admnistration was
carefully considering contract service practices and cost
cont ai nment .

Representati ve Doogan queried the current base budget for
the $900,000 to the Ofice of Public Advocacy (OPA). M.
Rehfeld did not know the answer but offered to get the
i nformation.

1: 45: 48 PM

Representative Gara pointed out that the head of OPA had
done sonething controversial that did not sit well with the
staff, which he believed was very overworked. The agency
had given noney back to the state from the prior fiscal
year to denonstrate fiscal conservation. He asked whether
the noney in the supplenental budget was to replace the
funds returned by OPA. Ms. Rehfeld replied that she was not
famliar wth the circunstances described. She understood
the request in the supplenmental was related to OPA's
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ability to address the caseload for staff attorneys and
contracted support.

Ms. Rehfeld turned to page 2 of the spreadsheet:

e Section 1, line 8, Departnent of Comrerce, Conmunity
and Econom c Devel opnent, Alaska Seafood Marketing
Institute, fund switch from designated general funds
to unrestricted general funds.

Ms. Rehfeld detailed that the request was a one-tine
request to address a cash-flow issue in the Al aska Seafood
Marketing Institute (ASM) that was the result of an
accounting change needed to conply wth governnenta
accounting standards. She explained that ASM's accounting
structures were changed to put all receipts into a separate
fund; ASM industry receipts cone in at certain points of
the year and a substantial portion do not conme in until the
end of the fiscal year. The institute was unable to access
the funds without the one-tinme switch to general funds that
would allow them to carry industry receipts into the
begi nning of the next fiscal year. The request would put
t he organi zation on a cash basis for the future.

Ms. Rehfeld noved to items related to the Departnent of
Corrections (DOC); the departnent's total request in the
suppl enental was about $8.5 mllion. She highlighted two
itens:

e Section 1, line 10, DCC, Institution Director's
Ofice, $3,504,400 unrestricted general funds.

e Section 1, line 14, DOC, Physical Health Care,
$4, 011, 500 unrestricted general funds.

Ms. Rehfeld detailed that the two significant requests were
based on higher-than-anticipated nunbers of prisoners,
overtinme costs, and healthcare costs. She noted that there
had been a significant FY 10 supplenental and the FY 11
budget had been adjusted to accommopdate that. However, the
nunber of prisoners was higher than anticipated. The
suppl enmental request also reflected the need to nmake
adjustnments to the FY 12 budget. She assured the conmttee
that DOC was searching for ways to contain costs while
neeting the required standard of care for inmates. Personal
services costs were being considered. The nunber of
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corrections officers was being |ooked at as well in order
to address overtine issues.

1: 50: 04 PM

Vice-Chair Fairclough referred to past discussion regarding
i nmat e heal thcare and opined that the best choices had not
al ways been nmade regarding expenses. For exanple, a
di al ysis machine could be rented and kept at a corrections
facility rather than using the nore expensive option of
transporting an inmate daily for dialysis. She queried
auditing nedical treatnments being provided. M. Rehfeld
answered that DOC was engagi ng external assistance as well
as using internal resources to study practices and
possibilities.

Vice-Chair Fairclough comended efforts to audit and
i nprove healthcare practices in correctional facilities.
She referred to the use of tel enedicine.

Ms. Rehfeld continued with the next highlighted itens for
t he Departnent of Health and Social Services (DHSS):

e Section 1, Iline 17, DHSS, Foster Care Base Rate,
$120, 000 federal funds.

e Section 1, line 18, DHSS, Foster Care Augnmented Rate,
$100, 000 federal funds.

* Section 1, line 19, DHSS, Subsi di zed
Adopt i ons/ Guardi ans, $260, 000 federal funds.

Ms. Rehfeld detailed that the three itens were formula
progranms under Title |IV-E and totaled $480,000 in federa
funds to the state.

e Section 1, line 21, DHSS, MlLaughlin Youth Center,
$450, 000 unrestricted general funds.

Ms. Rehfeld noted that there were two clients in the youth
center who were suffering from very significant nedical
condi tions. The $450,000 cost was expected to be one-tine;
t he nunber would not be incorporated into the FY 12 budget.

e Section 1, line 22, DHSS, MlLaughlin Youth Center,
$500, 000 unrestricted general funds.
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Ms. Rehfeld detailed that the second youth-center item was
for personal services. She noted that staff had been
retai ned over the past couple years and the high turnover
rate had changed from previous years. The funding was
included in the FY 12 proposed budget as well as in the
suppl emental for the current year.

e Section 1, line 23, DHSS, Al aska Tenporary Assistance
Program (ATAP), $4,500, 000 federal funds.

Ms. Rehfeld noted that the $4.5 mllion federal funds were
from a block grant for tenporary assistance to needy
famlies.

1:54: 40 PM

Vice-Chair Fairclough returned to page 3, line 15
(Departnment of Environnmental Conservation, increased |ease
costs) and asked which facility had increased |ease
expenses at 87 percent in the past seven years. She
wondered whether the nunber was a cunulative total spread
across a variety of buildings. M. Rehfeld responded that
the Departnent of Environnmental Conservation was referring
to all departnment facilities statewi de on which | eases were
paid. She offered to get a break-down of the |ease-spaces
i ncl uded.

Representative Gara pointed to page 2, line 8 (Departnent
of Commerce, Community and Econom c Devel opnent, ASM); he
t hought the description sounded I|ike funds had to be
transferred at an earlier tinme to neet sone kind of
conpliance requirenent. He stated that it sounded |ike an
extra $6.4 mllion was put into ASM, which should cone out
of the next year's budget. On other lines, the item | ooked
like a fund transfer. He asked for explanation. Ms. Rehfeld
responded that the proposal in the FY 11 budget was for a
one-tinme general funds supplenental to ASM, which would
allow the use of industry receipts that would not come in
until late in the vyear. The FY 12 budget would show
industry receipts available. She stated that the one-tine
adj ust ment for general funds was required.

Representative Gara thought that the state should get the
$6.4 mllion back if the nobney cane in sooner. He asked
whet her the state was providing an additional $6.4 million
that it would not get back. M. Rehfeld responded that

House Fi nance Conmmittee 8 02/07/11 1:32 P. M



general funds given in the current year would be spent in
the current year; the industry receipts would be available
at the end of the year. O herwise, FY 12 would be started
in the sanme place, as the nobney was now segregated in its
own fund and ASM woul d not have the opportunity to utilize

the receipts until they were received. The proposal was a
one-time action to cover the shortfall, as the receipts
would not cone in until the end of the fiscal year. The

item would put ASM on a cash basis and they would know
what they had in FY 12.

1:58:12 PM

Representative Gara did not want the budget to increase
wi t hout | egislative approval. He did not understand whether
ASM was getting $6.4 nmillion nore than the |egislature had
appropriated the previous year. M. Rehfeld replied that
ASM would not be getting $6.4 mllion nore than what was
appropriated. She described the action as a fund switch in
the current year. She reiterated that ASM would not end up
with nore than what was appropriated in the current year.

Representati ve Doogan stated that he did not understand. He

t hought there was either $6.4 nmillion nobre or not. He
understood the issue was timng, but he asked when the $6.4
mllion cane back to the state. Ms. Rehfeld explained that

the item was a fund switch. The budget was currently
witten for industry receipts, which would not cone in
until the end of the year. The supplenental proposed
switching the fund to wunrestricted general funds, which
woul d pay for the planned budget. At the end of the year,
the $6.4 mllion of industry receipts would be available
for ASM to spend in FY 12. The FY 12 budget was built
around the $6.4 mllion.

Representati ve Doogan asked whether the FY 12 budget would
be $6.4 mllion smaller. M. Rehfeld answered that the
budget would not be smaller, but ASM would have actual
receipts in the fund that could be spent.

Represent ati ve Doogan wanted a nore coherent explanati on.

Representati ve Edgnon explained that ASM got funding from
three different sources: state general funds, federal
funds, and program receipt authority. Because of the
schedul e, the program receipt authority changed and caused
a cash-flow shortage. The state has to inject the $6.4
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mllion to help the agency get where they needed to go from
a cash-fl ow standpoint.

Representative Gara did not see the state getting the noney
back. He saw an extra $6.4 million that the state would in
theory get back for the general fund when the program
receipts canme in. It appeared to him that the state was
spending $6.4 nmillion nore and not getting it back. M.
Rehfeld noted that the issue was timng. The general fund
had always filled in until the industry receipts cane in,
even before the separate, segregated fund was established,
which the auditor suggested to neet accounting standards.
The new accounting structure was nore appropriate, and
would allow ASM to be on a cash basis. She acknow edged
that the account should have been set up in originally the
proposed way.

2:02:27 PM

Representative Joule asked whether the |egislature had
appropriated the anpunt at one point. M. Rehfeld replied
that the annual ASM budget had included the projected
i ndustry receipts.

Co-Chair Thomas thought the state was appropriating noney
that had not been received yet. M. Rehfeld explained that
the appropriation was based on projected annual receipts.
She offered to get nore information to the commttee.

Representative Gara expressed confusion. MVs. Rehfel d
reported that there were good witten explanations on the
i ssue that she would get to the commttee.

Ms. Rehfeld continued with her highlights with two formula
prograns that were included in the FY 12 budget:

e Section 1, line 24, DHSS, General Relief Assistance,
$250, 000 unrestricted general funds.

e Section 1, Iline 25, DHSS, Senior Benefits Paynent
Program $1, 300, 000 unrestricted general funds.

Ms. Rehfeld detailed that the second item reflected
additional <costs in the <current year for the Senior
Benefits Program the changes were also reflected in the
fiscal note passed out of conmmttee [with HB 16].
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e Section 1, line 26, DHSS, Energy Assistance Program
$2, 500, 000 federal funds.

Ms. Rehfeld detailed that the itemrepresented $2.5 mllion
in federal authorization for the |owincone Honme Energy
Assi stance Program

Representative Neuman referred to line 25 (senior benefits)
and queried the 10 percent increase for caseload growh. He
wondered whether there was a 10 percent increase in the
nunber of seniors in the state or a decrease in incone
levels. Ms. Rehfeld responded that there were two things
happening, an increase in the nunber of seniors and an
increase in the nunber of seniors qualifying for the higher
paynment |evel.

Representative Neuman thought it would be interesting to
see the trend over the past five years related to the
increase in the nunber of seniors as well as a decrease in
senior incone. The information could provide Dbetter
information and hel p plan future appropriations.

2:05:59 PM

Representative WIlson returned to page 4, line 21 (two
individuals in the MlLaughlin Youth Center wth nedical
needs). She asked what would happen when the individuals
noved out of the system and how the nunmber was arrived at.
Ms. Rehfeld replied that one individual was a cardiac
patient and one had cancer. The state was responsible as
long as the individuals were in the facility.

Representati ve W son asked how many years t he
appropriation would cover. M. Rehfeld answered that DHSS
had not asked the item to be considered in the next year's
budget; she assuned the supplenental request provided
sufficient authorization to address the needs of the two
clients.

e Section 1, line 29, DHSS, Nur si ng, $1, 750, 000
unrestricted general funds.

Ms. Rehfeld noted that the nursing itemrelated to an issue
that OVMB had been trying to address throughout the DHSS
budget. In the past, federal funds have been included in
personal services lines, and then l|ater the federal funds
had not been available for the relevant positions. The FY

House Fi nance Committee 11 02/07/11 1:32 P. M



12 budget already included $1 mllion dollars for public
health nursing. She assured the commttee that the item
woul d be |ooked at very carefully when considering the
anended budget. She did not want to decrease public health
nurse capacity.

* Section 1, line 32, DHSS, Ceneral Relief for Tenporary
Assi sted Living, $825,000 unrestricted general funds.

Ms. Rehfeld noted that there had been an increase in the
utilization of the funds as well as an increase in both the
costs and the length of stay. The item was bei ng consi dered
for an FY 12 budget anendnent.

2:08: 40 PM

Ms. Rehfeld turned to the next item

* Section 1, Iline 33, DHSS, Senior and Disabilities
Servi ces Adm ni strati on, $1, 400, 000 unrestricted
general funds.

Ms. Rehfeld reported that item was related to the
department's centers for Medi car e/ Medi cai d services

corrective action plan. The adm nistrati on has been working
hard to address a backlog of applicants and services to
participants in the program The increnent would cover sone
of the non-pernmanent enployees that had been helping
address the backl og; $1,250,000 of the anmpbunt was included
in the FY 12 budget.

e« Section 1, line 34, DHSS, Behavioral Health Medicaid
Servi ces, $556, 400 unrestricted gener al f unds,
$4, 061, 100 federal funds, total %$4,617, 500.

e Section 1, line 35, DHSS, Adult Preventative Dental
Medi caid Services, $72,100 unrestricted general funds,
$141, 900 federal funds, total $214, 000.

e Section 1, line 36, DHSS, Health Care Medicaid
Servi ces, $4, 296,100 unrestricted general f unds,
$20, 312, 200 federal funds, total $24, 608, 300.

e Section 1, line 37, DHSS, Senior and Disabilities
Medicaid Services, $1,473,200 wunrestricted genera
funds, $2,046, 800 federal funds, total $3,520, 000.
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e Section 1, line 38, DHSS, Senior and Disabilities
Medicaid Services, $4,982,100 wunrestricted genera
funds, $15, 270,300 federal funds, total $20, 252, 400.

Ms. Rehfeld highlighted itens related to the Departnent of
Law (DQL) .

e Section 1, line 43, DAL, al, Gas and M ning,
$3, 870, 000 unrestricted general funds.

Ms. Rehfeld detailed that the itemrelated to oil, gas, and
mning |egal cases. She noted that the supplenental item
had to do with the timng of when cases would nove to
l[itigation and funding for the work necessary, such as
out si de counsel or experts supporting the state's position.
The cases were related to oil and gas royalty issues, the
Trans- Al aska Pipeline System (TAPS), and others. A $5
mllion continuation of the item was proposed in the FY 12
capi tal budget . She acknow edged concerns about
incorporating the iteminto the capital budget. She argued
that it was difficult to predict when the |arger cases
noved forward and what woul d be needed.

Ms. Rehfeld turned to a highlighted item in the Departnment
of Natural Resources (DNR).

e Section 1, line 49, DNR, Fire Suppression Activity,
$9, 894, 700 unrestricted general funds.

2:12: 09 PM

Representative WIson asked who decided whether a fire was
put out quickly or allowed to burn and whet her the decision
affected costs. Ms. Rehfeld thought the state fire
personnel could answer the question.

Ms. Rehfeld noved to items by the Departnent of Revenue
(DOR) .

e Section 1, line 52, DOR, Permanent Fund Corporation,
$18, 500, 000 ot her funds (Permanent Fund Receipts).

Ms. Rehfeld detailed that the Alaska Permanent Fund
Corporation had requested the funds for addi ti onal
i nvest ment - managenent fees, which were cal cul ated based on
the market value of assets. She noted that a | anguage
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section was being proposed that would adjust the managenent
fees as necessary throughout the fiscal year.

Ms. Rehfeld discussed highlighted items for the Departnment
of Transportation and Public Facilities (DOI/PF).

e Section 1, line 57, DOI/PF, Northern Region H ghways
and Aviation, $431,100 unrestricted general funds.

Ms. Rehfeld detailed that the operating item was for
additional costs due to the Fairbanks ice storm a unique
occurrence that required overtinme expense and additional
suppl i es.

Vice-Chair Fairclough returned to the $18.5 nillion DOR
item on line 52 (Al aska Permanent Fund Cor poration
i nvestment managenent fees) and noted that the DOR
subcommttee would hear a report by the corporation
addressing interest rates, nanagenent fees, and managenent
of assets.

Vice-Chair Fairclough turned to line 45 (DNR Land
Acquisition and Title Defense, $41,700 general funds). She
noted that the oversight of federal |and transfers had
included Native allotments and Alaska Native Cains
Settlement Act (ANCSA) conveyances. She asked whether the
state was putting in noney to replace federal funds that
were no |longer available to the state. Ms. Rehfeld did not
have details; she referred to declining federal receipts
avai l able and the significant anount of work still to be
done on the land transfers. The admnistration felt the
item was appropriate; it was addressed in the FY 12 budget
as well.

2:16: 26 PM

Vice-Chair Fairclough hoped the admnistration would go
after the federal gover nnent related to unfulfilled
comi t ment s.

Representative Gara directed attention to page 10, line 52
(Al aska Permanent Fund Corporation investnment managenent
fees, $18,500,000) and expressed concerns. He wanted the
corporation to manage itself wthout interference from the
| egi sl ature, but he questioned the nanagenent fee
increasing 20 percent just because the value of the fund
increased. Ms. Rehfeld replied that there was a specific
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allocation for the permanent fund investnment nmanagenent
fees. She believed work was being done at the subcommittee
level and that the topic had been discussed; she thought
t he corporation should answer the question.

Representative Neuman pointed to line 49 (fire suppression
paynent to the Bureau of Land Managenment (BLM) for fire-
fighting efforts on state lands). He asked whether the
f eder al governnment reinbursed the state. MVs. Rehfel d
responded that during fire season, the state and federa

agencies cooperated on all fire-fighting activities. The
reinbursenent in the item was specific to costs that BLM
incurred; BLM invoices the state. She noted a ratification
request further down in the supplenental for fire
suppression from the prior year. The effort was a joint
one, with shared costs and rei nbursenents on both sides.

Co- Chair Thomas spoke to fund nanagenent by the Al aska
Per manent Fund Corporation. He understood that the anount
was based on an 18 percent return during half of the year
and the projection was based on an 8 percent return; the
di fference accounted for the difference in managenent fees.
He did not mnd paying for nmaking 10 percent nore than what
had been projected.

2:20:14 PM

Representati ve Doogan inforned the commttee that the chair
of the permanent fund corporation had been in his office to
di scuss the topic. The corporation was going to provide him
and by extension the conmttee with a sinple explanation of
the return to the fund and why the anbunt was i ncreasing.
He suggested that additional information would have to be
taken in an executive session.

Ms. Rehfeld turned to the last operating item she was
hi ghlighting in the suppl enmental budget spreadsheet.

e Section 1, line 59, University of Al aska, Anchorage
Canpus, $4, 500,000 federal funds.

Ms. Rehfeld detailed that the item was for federal receipt
authority to accept an increase in Pell Gants by the
university. She noted that $3.5 mllion had already been
included in the FY 12 budget and that OVB was researching
whether the federal authorization had to be adjusted
further.
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Ms. Rehfeld inforned the conmttee that the capital portion
of the supplenental (Section 3) began on page 11 of the
spr eadsheet .

e Section 3, line 64, Departnent of Public Safety,
Al aska Public Safety Information Network (APSIN),
$1, 356, 600, unrestricted general funds.

Ms. Rehfeld detailed that the Departnent of Public Safety
(DPS) had hoped to secure federal dollars to help with the
mgration of the system from the state mainfrane to the
departnment network. The nove was scheduled to occur by
Cctober 2011. She noted that the system was a critical
conponent of the state's public safety information system

e Section 3, Iline 65, DOT/ PF, Airport | nprovenent
Pr ogram Appropriation Level, $18, 250, 000 federal
f unds.

Ms. Rehfeld detailed that the item was for federal aviation
funds for four specific projects that were ready to go to
bid and begin work in the upcom ng construction season.

* Section 3, Iline 70, DOT/PF, Surface Transportation
Pr ogr am Appropriation Level, $32, 960, 000 federal
f unds.

Ms. Rehfeld detailed that the item was for federal highway
funds for three specific surface transportation projects
ready to go out for bid.

Representative Gara pointed to page 11, line 64 (DPS, APSIN
m gration). He supported the APSIN system but asked why the
request was not a FY 12 general fund one. He wondered why
the request was speci al .

2:24:36 PM

Ms. Rehfeld replied that OVMB had asked the sane question

The issue was timng; the departnment would not able to get
the federal dollars for the on-going work if the next step
in the project was not taken in a tinely manner.

Representative Gara thought the item should have been in

the previous year's general funds request. He thought it
reflected bad budgeting. M. Rehfeld agreed and reported
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that the departnents were encouraged to work with federa
agencies to apply for conpetitive and discretionary grants
as well as appropriate forrmula funds. However, w thout
authorization in the budget, departnents would not be able
to accept the federal funds wthout going through the
suppl enental process or through the Legislative Budget and
Audit Conmittee. She thought that departnments shoul d budget
for federal funds when they really believed the funds were
avai | abl e. However, when the funds cannot be secured (such
as occurred with the public health nursing iten) the
function nmust conti nue.

Vi ce-Chair Fai r cl ough acknow edged t he presence of
Anchor age Assenbly Chair Dick Traini

Vice-chair Fairclough referred to updates that had been
received on ARRA funding. She thought five or ten of the
DOT/ PF projects listed in the supplenmental |ooked sinilar
to projects that had been in the previous year's capital
budget appropriation for ARRA funds. She wondered whether
the prior year's nunbers were related to the planning phase
of projects that were in later phases in the current
budget. She requested nore informtion.

2:28: 03 PM

Representative Doogan turned to line 65 (DOT/PF, airport
i mprovenent progran) wth $18,250,000 federal funds. He
asked where the extra noney cane from He thought the
budget for the previous year had used the funds. M.
Rehfeld believed the projects were Statew de Transportation
| mprovenent Program (STIP) approved and had gone through
the wvarious steps (including design and environnental
phases) and were ready to be put out to bid in the sumrer
of 2011. However, the projects did not have specific
authorization to spend the noney. She added that there may
have been specific projects in the FY 11 budget approved
the year prior that were not able to nove as quickly. The
itens listed in the supplenental needed |egislative
aut hori zation in order to nove forward.

Represent ati ve Doogan asked whether the projects were new
in terms of what has been before the conmttee. Ms. Rehfeld
offered to get nore information. She pointed out that the
not es shoul d hi ghli ght whether the projects were new
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Representative Doogan also wanted to know whether the
requests were the result of other projects that the
| egi sl ature thought It had approved but for which
appropriating the noney had not been approved. He wanted to
know whi ch projects were not going forward.

Co-Chair Thonmas asked why the requests were in the
suppl enental budget instead of waiting for the regqgular
capital budget. He thought there were other projects that
should be on the list. He believed that sonme of the itens
on the list had been authorized previously. M. Rehfeld
answered that the projects were in the supplenental only
because of their ability to go to bid in order to take
advantage of the summer 2011 season. She understood that
DOT/ PF had a pool of projects that were approved either
through the STIP or through the appropriation process, but
the actual timng depended on the various steps associ at ed:
t he planning, design, environnental, and then construction
phases.

Co- Chair Thomas maintained that during the ARRA hearings,
four projects were approved for his district that he had
not even heard about because the designs had been approved
before his tenure and happened to be in the queue. He asked
why the particular projects in the supplenental were being
hi ghli ghted. He questioned the consistency of the process.
Ms. Rehfeld replied that the departnment would respond to
t he questi ons.

2:32: 47 PM

Vi ce-Chair Fairclough thought it would be helpful if the
new DOT/PF comm ssioner presented the supplenental wth
conparisons to requests from the previous vyear. She
referred to past testinony by Frank Richards [previous
deputy comm ssioner of DOI/PF] that had included at |east
five of the projects listed in the supplenental. She wanted
to know whether the past presentation was about earlier
phases of the projects. She thought the projects had been
pai d for and want ed clarification from the new
comm ssioner. She specified that she wanted information
about the following itenms: line 65 ($18,250,000 for airport
i mprovenent), line 69 (Tal keetna airport pavenent), and al
the projects listed under line 70 ($32,960,000 for the
Surface Transportation Progranm
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Co- Chai r Thomas wanted information on other DOT/ PF
projects, including the history of which were appropriated
or authorized before.

Ms. Rehfeld asked how the conmmttee wanted the followup to
occur.

Co- Chair Thomas responded that he wanted information on all
of the itens.

Co- Chair Stoltze agreed wth Vice-chair Fai r cl ough
regardi ng previous expectations set by M. Richards in
providing full information to the conmittee.

Ms. Rehfeld continued with the next DOT/PF itens in Section
3, (Energency Projects). She noted that line 74 was the
appropriation request for $1,586,700 general funds for the
fol |l ow ng emergency projects:

e Section 3, line 75, DOI/PF, Hyder-Salnon River Levee
Rehabilitation, $472,000 unrestricted general funds.

e Section 3, line 76, DOI/PF, Tatalina R ver Bridge
repair, $15,000 unrestricted general funds.

e Section 3, Iline 77, DOI/PF, Taylor H ghway Repair,
$810, 000 unrestricted general funds.

e Section 3, Iline 78, DOI/PF, Haines H ghway M 19
repairs, $89, 700 unrestricted general funds.

e Section 3, Iline 79, DOI/PF, Ketchikan-South Tongass
H ghway repair, $200,000 unrestricted general funds.

Ms. Rehfeld detailed that the repairs were done in the
current fiscal year.

2:36:21 PM

Ms. Rehfeld turned to Section 6 of the supplenental bill
whi ch covered lines 83 through 97. She explained that the
section corrected calculations related to bargaining unit
agreenents approved by the legislature the previous year.
The lines summarized the inpact of the cal cul ati on changes
by departnent.
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Ms. Rehfeld acknow edged that the itenms were the result of
an OVMB error and had to do with the personal services
calculations for the supervisory and general governnent
bargaining units (SUGAJ). She detailed that there were
numer ous transactions because every personal services line
in the budget that had an SU or G&J enployee had an
adjustnment. In addition, a fund switch for the Departnent
of Law had been omtted in sone of the changes submtted
the previous year. The overall effect of Section 6 was a
decrease of $2,525,200 in personal services in the FY 11
budget. She apologized for the error and pointed to
procedures that had been put in place at OB to avoid
simlar errors in the future.

2:38: 09 PM

Ms. Rehfeld noved to Sections 9 through 24, the |anguage
sections of the supplenental. She highlighted a reduction
related to the Departnent of Environnental Conservation
(DEC) :

e Section 9, l|ine 100, DEC, Conprehensive G| and Gas
Infrastructure Risk Assessnent Phase 1 project
reduction, ($2,250,000).

Ms. Rehfeld detailed that the original appropriation was $5
mllion; the project was conpleted and there was an
addi tional $2,250,000 available. The proposal was to |apse
t he bal ance.

Representative Gara returned to a previous itemrelated to
DCCED. He reported that he had gotten a press release from
DCCED nearly every day. The departnent had had difficulty
finding efficiencies, yet each agency seenmed to have its
own press secretary. He thought a reduction in the nunber
of press secretaries should be considered in the revised
budget. Ms. Rehfeld responded that the admnistration had
been trying to inprove communications with the public by
making information available through accessible websites
and so on. She hoped inproving conmunication would happen
in an efficient way.

Representative Gara noted that the +two issues were
separ at e. He supported provi di ng t he public W th
i nformation, but he was concerned about the nunber of press
rel eases. He thought a few positions could provide press
rel eases for many departnents.
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Ms. Rehfeld continued with her presentation:

e Section 10(a), Iline 101, DHSS, Medicaid Services
("FMAT Backstop"), $0.

Ms. Rehfeld noted that the next highlighted itens were
| egal settlenents:

e Section 10(b), line 102, DHSS, Senior and Disabilities
Services Admnistration (Legal settlenent to Hope
Community Resources, Inc.), $167,000 unrestricted

general funds.

e Section 10(c), line 103, DHSS, Conmi ssioner's Ofice
(Legal settlement to NANA Managenent  Services),
$132, 000 unrestricted general funds.

e Section 12(a), Iline 105, DOL (Annual judgnent and
settl enment costs), $241,200 unrestricted general
f unds.

Ms. Rehfeld noted that any additional |egal settlenent
costs that occurred would be brought to the |egislature
during the course of the |egislative session.

Ms. Rehfeld pointed to reductions to three specific capital
projects proposed. One (DEC, oil and gas risk assessnent)
had been addressed. She |listed the others:

» Section 14(a), line 111, DPS, Public Safety Acadeny-
Land Acqui sition and Construction proj ect,
(%4, 000, 000) unrestricted general funds.

Ms. Rehfeld detailed that the item related to the DPS
driving range at the trooper acadeny. In the FY 11 budget
there was a $5 nmillion appropriation made for the range; it
was vetoed by Governor Parnell down to $1 mllion to
provide for the purchase of the land for the driving range
at the acadeny. However, the veto inadvertently did not get
recorded and therefore appeared in the supplenental (line
111) .

e Section 14(b), line 112, DPS, Reduction in the Crine
Lab Repl acenent project, ($5,000,000) wunrestricted
general funds.
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Ms. Rehfeld recalled the $75,750,000 appropriation for
construction of the DPS crinme lab; construction on the
project had been comng in under budget, enabling the
reduction of $5 million.

Representative Neuman returned to page 15, |Iine 100,
regardi ng the conprehensive oil and gas infrastructure risk
assessnment. G ven the corrosion and other problens that had
been occurring, he questioned the change in the scope of
the project. Ms. Rehfeld answered that DEC had | ooked at
t he actual nethodology and what it could acconplish wthin
the appropriation and realized that all of the areas would
not be covered. The focus was narrowed to what could
reasonably be done based on specific recommendations from
the study. She thought DEC Comm ssioner Hartig could
provi de nore details.

Representative Neuman asked whether the Petroleum Systens
Integrity Ofice was involved in developing the scope of
the project. Ms. Rehfeld replied that several agencies were
i nvol ved.

Representative Doogan turned to page 16, line 12 (DPS,
Crime Lab Replacenent reduction) and noted that he had
never seen a project cost estimate lowered in the mddle of
a construction project. He asked for assurance that the
reduction would actually happen. M. Rehfeld responded that
t he people working on the project would be able to provide
a nore in-depth answer. She believed that the bids that had
cone in and the work already acconplished indicated that
the project would be able to conplete with the reduced
| evel of funding.

2:46: 06 PM

Representative Doogan thought the amount Ilisted in the
suppl emrental was under the amount that the designers
intended in the first place. He did not want the state to
take noney from one place and then need it from another.
Ms. Rehfeld replied that there had been higher cost
estimates a few years back, but changes were made to the
project, along with the understanding that there would be
future need for expansion for certain types of testing not
currently done. Based on the project that was submitted to
the legislature |last year, the construction bids canme in at
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a | ower anount; the departnment was confident that the | ower
anount woul d be sufficient to conplete the project.

Representative Doogan referred to a concept he called
"innovative accounting,”" a practice that neant saving now
but spending at a | ater date.

Co-Chair Stoltze wanted to be watchful as well, but was not
surprised by the lower bids given the conpetitive economc
environment and the nunber of available workers needing
jobs. He recalled the first round of ARRA stinulus funding
when there were $30 mllion of projects ready to begin
right away; there was discussion about bids that canme in
lower at that tinme. He did not think there was "evil
af oot . "

2:50: 33 PM

Representative Gara referred to earlier skeptici sm
expressed by the conmttee about the original price of the
crime lab at $100 million. He recalled that the price had
cone down. He hoped the departnent had found a way to do
the project for |ess. He stated that he would be
di sappointed if the $5 million reduction came back to cost
the state at a |ater date.

Co-Chair Thomas commented that his district did not get
anyt hing out of the expensive project.

Ms. Rehfeld directed attention to two ratifications in the
suppl enent al budget :

e Section 19(a), line 127, Depart nent of Nat ur al
Resources, Fire Suppression Activity, $23,458,478.12
unrestricted general funds.

e Section 19(b), Iline 128, DPS, Bureau of Hi ghway
Patrol, $18,407.80 unrestricted general funds.

Ms. Rehfeld detailed that line 128 was a closeout of a
rei nbursabl e servi ces agreenent (RSA) wi th DOI/ PF.

Ms. Rehfeld concluded wth Section 20 (line 118), a

proposal that any unobligated bal ance of funds at the end
of FY 11 would go into the statutory Budget Reserve Fund.
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Ms. Rehfeld thought the agencies would speak with the House
Fi nance subconmittees about the details of the suppl enenta
requests.

Representative WIson requested a breakdown of the fires
covered by the $23 nmillion for fire suppression. In
addition, she had questions about the state obligation to
BLM M. Rehfeld replied that OMB would get DNR to provide
t he information.

2:54: 12 PM

Vi ce-Chair Fai rclough comented that the university
subcomm ttee would neet to review the Fisher report and
that the nmeeting would be tel evised.

HB 137 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ OURNIVENT

The neeting was adjourned at 2:55 PM
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