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MARC LUI KEN, COWM SSI ONER, DEPARTMENT OF TRANSPORTATI ON AND
PUBLI C FACILITIES (DOI/PF), introduced departnent staff. He
provi ded a Power Poi nt presentation titled " Al aska
Depart ment of Transportation and Publ i c Facilities
Overview." The m ssion of the departnent had been devel oped
over the past year and was based on statute, which was to
"get Al aska noving through service and infrastructure.” The
objective of the m ssion statenent was nmet by providing for
the safe and efficient novenent of people and goods,
provi di ng access to state servi ces, and openi ng
opportunities for exploration and devel opnent of Al aska's
resources (slide 2).

Co- Chair Thomas shared that there had been sone discussion
regarding who had authority to change the nission
statenment. Further discussions regarding mssion statenent
changes woul d occur at a later tine.

Comm ssioner Luiken pointed to the statutory requirenments
related to the departnent’'s m ssion on slide 3.

Conmi ssi oner Luiken highlighted slide 4, "Vision: Expand
Al aska's Transportation System"”

-W will beconme the premier state organization known
for transparency, accountability, innovation, superior
service and enpl oyee retention.

-W will create nore efficiencies in our current
system and devel op new corporate and public partners.
-W will achieve service based nmanagenent of our state
owned transportation assets and facilities.

-\ will expand t he reach of our surface
transportation system

- wl| provide access to Alaska' s undevel oped
resour ces.

Representative Edgnon pointed to the uncertainty attached
to the departnent's funding sources. He opined that it
woul d be good for the departnent to state that it would do
the best it could with the funding services that were
avai l able. Comm ssioner Luiken replied that he would
di scuss the point later in the presentation. The assunption
had been included in the vision of the departnment.

1:45: 31 PM
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Representative Joule renmarked that there were sone areas of
the state that sought sonme |evel of connectivity with each
other. He wondered how that desire fit into DOI/PF s
vi sion. Comnm ssioner Luiken replied that the second to the
last bullet on slide 4 related to the question - the
depart nent wi | expand the reach of our surface
transportation system

Representative Gara was surprised that "inproving safety"”
was not included in the vision statenent of the departnent.
He al so expressed concerned that the departnment would bring
forward funding requests for expansion on an annual basis.
He felt that bringing expansion requests every Yyear,
i ncreased maintenance and operation costs. Comm ssioner
Lui ken answered that ultimately the vision was created for
the internal utilization of DOI/PF. The budget paraneters
may or nmay not allow for expansion. The general goal was to
expand the highway systemat 15 m | es per year.

1: 50: 12 PM

Comm ssi oner Lui ken rel ayed t hat DOT/PF drew its
performance neasures from the departnent's core services.
He stressed that, |ike the m ssion vision values statenent,
DOT/ PF had begun to identify its performance neasures for
the organization. He relayed that nmany of the DOI/PF
enpl oyees attended training, to help devel op neasures that
are nore neaningful and results-oriented. An additional
goal was to work with |egislators, agencies, and custoners
with integrity, excellence, and respect.

Comm ssioner Luiken noved on to slide 5, "Airports and
Mai nt enance Stations.” He explained that the pink dots
represented the state-owned airports. He noted that there
were a couple in Dead Horse in Barrow that were not narked
on the mp. There were 252 rural airports and two
international airports that DOT/PF oversaw. He enphasized
that the two international airports in Alaska nade up the
| argest self-sustaining enterprise fund that was managed by
the State. Ted Stevens International Airport in Anchorage
was the second |argest cargo airport in the United States;
and it was the fifth largest cargo airport in the world

Both international airports in Al aska were huge economc
drivers for their local comunities and for Al aska.

1: 53: 23 PM
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Representative WIson asked about DOI/PF plan if federal
airport funding was reduced. Conmm ssioner Luiken replied
that the maintenance and operation of the airports was
funded by the State. He stated that the federal airport
i nprovenent program funding was intended for capital
projects. If the federal funding was reduced, it would
nmerely slow the program He stressed DOT/PF would continue
to work on the quality of Alaska's rural airports with or
wi t hout fundi ng.

Co-Chair Stoltze wondered how the Anchorage and Fairbanks
international airports subsidized each other. Conmm ssioner
Lui ken did not know. bs wondered if the figure was over $1
mllion. Comm ssioner Luiken replied that the figure was
nore than likely over $1 nmillion. He furthered that DOT/PF
had worked hard to create an international airport system
and market it as such. He stressed that the Anchorage and
Fai rbanks airports needed a synbiotic relationship. Co-
Chair Stoltze asked for a firm nunber to be provided at a
later tine.

Representative Joule wondered how the price of fuel
factored into maintaining Alaska's status as a prom nent
cargo airport. Comm ssioner Luiken replied that "the price
of fuel was the price of fuel." He explained that the
Al aska Fuel Consortium that worked to find the best price
for fuel, and bring that fuel to the Ted Stevens Airport.

Representative Joule stressed that the international
airports were critical to Alaska's econony, and wondered if
the high price of fuel would have a negative inpact on
Al aska's econony. Comm ssioner Luiken responded that what
sells Alaska's international airport system was its
strategic |ocation. Anchorage was roughly half way between
Asia and North Anerican markets. He remarked that potenti al
threats were the other airports along the west coast of the
United States. For instance, Portland International Airport
had offered a discount for cargo aircraft to use the
airport.

1: 59: 23 PM

Representati ve Doogan di scussed a snow storm that occurred
in Anchorage in early Decenber. He was unhappy about how
DOT/ PF had handled the snow storm He had witten two
letters to the departnment and had received dissatisfactory
answers. He discussed the inportance of the safety for his

House Fi nance Conmmittee 4 01/31/12 1:38 P. M



constituents to travel t hroughout the comunity. He
bel i eved the snow plows had not been sent out early enough
Comm ssi oner Luiken replied that the maintenance operation
enpl oyees had worked that entire night and the plows had
been deployed early. There had been sone unusual snow
events in Alaska during the winter and it had created
significant challenges for DOI/PF. Wen DOT/PF anticipated
a significant snow event, other assets were noved from
t hroughout the state to allow the nmaintenance crews to
operate 24/7.

2:04:10 PM

Representati ve Doogan appreciated the response, but felt
that DOT/PF did not respond in an appropriate manner at the
time of the snowstorm He requested that the departnent
talk to himif it needed nore noney to handl e snow renoval
He wanted to avoid the issue from happening in the future.

Vice-chair Fairclough thanked the departnment for its
responsi veness, and wondered whether Flint Hlls was
currently providing the majority of aviation fuel to the
state's airports. Conmm ssioner Luiken responded in the
negative. Flint Hlls provided sone fuel to the airports

but Flint Hlls had elected to not put up a third tower,
whi ch had provided a | arge anount of fuel

Vice-chair Fairclough wondered whether the issue had
anything to do with the premium required on North Slope
crude oil. Conm ssioner Luiken responded that he did not
know.

Vi ce-chair Fairclough wondered if there was a disadvantage
to a local business by charging them extra noney to take
Al aska's crude oil through a pipeline in its community. She
felt that decision may have decreased jobs in that
particular market, and noved those |obs overseas. She
expressed that she would |ike nore discussions about that
pr obl em

Comm ssi oner Luiken expressed that Flint Hlls had been
using the majority of oil to bring the potential oil up to
the appropriate tenperature to be harvested using the
fracking nethod. Therefore, it had increased their costs.
Vice-chair Fairclough wanted to understand why |oca
busi nesses woul d be charged nore than outside conpanies.
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Co-Chair Thonas remarked that the State nust purchase oi
at mar ket val ue.

Vi ce-chair Fairclough understood and recognized that the
issue was battled in the nedia. She did not understand why
the product was sold at a higher cost in Fairbanks, but at
a | ower cost overseas.

Co-Chair Stoltze had visited +the DOI/PF maintenance
facility, and remarked the crew had been working hard and
were excited to get a new grater machine. He renenbered
volunteering on Christmas day in a snow storm and the
departnment had faced a significant anount of challenges
that they could not predict. He respected and appreciated
the work done by the snow renoval crews that were working
wi th inadequate equipnent. He discussed the inportance of
provi ding the departnent with funding for needed equi prment.

2:13: 29 PM

Co- Chair Thomas conmented that Haines and Cordova had been
very dependent on DOT/PF during the current winter storm
because the local grater broke down. He told a story about
driving in Juneau during a snowstormon city streets.

Representative Neurman pointed to fuel issues related to the
Ted Stevens International Airport. He discussed the |ack of
fuel, and declared that 25 flights per week flew over the
airport because the it <could not purchase fuel at a

reasonable price. Therefore, it had a huge inpact on
Al aska's econony. He believed that Vice-chair Fairclough
had discussed a crucial issue, and felt mar keti ng and

transportation of goods was critical to Al aska' s econony.
Wt hout appropriate, |low fuel costs, the airport may not be
considered a point of entry, and could potentially give
Al aska a significant disadvantage. He wondered what the
state could do to make sure it conmunicated to the airlines
that the fuel would be avail abl e.

2:18:19 PM

Comm ssioner Luiken replied that there was anple fuel in
Anchorage and that no one had been turned away due to | ack
of fuel. The only reason a carrier may overfly the Ted
Stevens International Airport was because of the type of
cargo they were carrying. Meaning, if a plane is carrying a
smal |l amount of cargo, it mght not need to refuel before
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venturing to its destination. He shared that the storage
capacity would be increased to provide an additional 20
mllion gallons of fuel.

Representative Neuman stated that he was restating
information that he heard from Jim Hence through Al aska
| ndustrial Devel opnment and Export Authority. He agreed to
provide that information to the conmmttee in witing. He
wondered if there was a contingency plan, should Flint
Hlls go offline. Comm ssioner Luiken replied that the
Anchorage Fueling and Service Conpany (AFSCO f ound
suppliers who were willing to supply 100 percent of the
fuel, if there was a need to purchase it on the open
market. He remarked that Flint Hlls provided 30 percent of
the total amount of fuel to the airports.

2:22: 07 PM

Representative WI|son wondered if Flint Hlls was at a
di sadvant age, because was responsible for oil-related tasks
other than selling fuel. She relayed that oil was becom ng
nore difficult to obtain, and needed to be heated nore
often, so she felt that Flint Hlls was at a disadvantage.
She wondered if it was DOI/PF or the Departnent of
Revenue's (DOR) responsibility to determne if Flint Hlls
was at an economc disadvantage. Commi ssioner Luiken
responded that DOI/PF was not in the fuel business. The
departnment supplied | ease space for AFSC storage tanks.

Comm ssi oner Lui ken continued to discuss slide 5. He stated
that Al aska had 5,714.6 state owned center lane mle; and
18,098 nmintenance |ane niles. He explained that a
mai nt enance |lane was 12 feet wide. He stressed that the
mai nt enance was not only for the highway, but also for the
shoul ders and enhancenents that were part of the highway
system He remarked that there were 80 nmai ntenance stations
in the state, and were identified with the green dots on
t he di spl ayed nap.

Comm ssi oner Lui ken displayed slide 6, "FY 13 Operating
Budget." He stated that the graph on the left hand side of
the slide, displayed the DOI/PF budget related to the
entire State's general fund budget. The budget for DO/ PF
is FY 13 was approximately $347,493.9 nillion, which was
about 4 percent of the total general fund (GF). He | ooked
at the chart on the right side of the slide, and stated
that DOT/PF had an additional $264,524.4 nillion in other
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funds, and $3,986.6 mllion in federal funds. The total
operating budget for DOT/PF was $616,004.9 mllion.

Comm ssioner Luiken |ooked at slide 7, "FY 13 Operating
Budget Funding Sources." He highlighted the sources that
contributed to the budget |abeled, "other funds."” O her
funds included Uniform Comrercial Carrier Registration
Fees, $318.4 thousand; Wittier Tunnel Toll, $1,753.4
mllion; Vehicle Rental Tax (Designated General Funds
"DGF"), $4,115.6 mllion; Statutory Designated Program
Recei pt s, $604. 3 thousand; ClP Receipts, $146, 349. 7
mllion; International Airport Revenue Fund, $77,984.5
mllion; H ghway Equi pnrent Working Capital Fund, $32,772.0
mllion;, |/A Receipts, $4,742. 1 mllion; Marine H ghway
System Fund (DGF); GF/Program Receipts (DG, $9,002.5
mllion.

2:28:52 PM

Co-Chair Stoltze queried long-term plans to turn around
costs into revenues from leasing and rentals. Comr ssioner
Lui ken working to lease facilities and bring in tenants. He
expl ained that DOI/PF was given the authority to spend
airline s noney.

Co-Chair Stoltze pointed out that, in years prior, airline
revenues had been hi gher t han current revenues.
Comm ssi oner Lui ken spoke to service based highway and
avi ati on systens, which were nanaged by private contractors
that are comi ng due. Those contractors were required to be
insured to operate and maintain the airports and equi pnment.
He stated that there was work wth risk managenent to
determine a policy that would cover the contractors,
however, it would nake for higher costs. He relayed that
the cost of mmintenance for the Whittier Tunnel grew higher
every year.

2:32: 08 PM

Representative Gara |ooked at slide 9, "FY 13 Operating
Budget Changes." He pointed out the $480,000 decrease in
one-tinme itens. He wondered if it was a decrease from the
| ast year's one-tine itens.

MARY SI RCKY, DI RECTOR, DI VISION OF ADM NI STRATI VE SERVI CES,

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES,
expl ained that they were FY 12 one-tine itenms. None of the
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increases were identified as one-tine itens. She clarified
that there were no itens that were identified as increases
were considered one-tine itens for the current year.

Representative Gara wondered if there was a one-tine item
category anywhere in the proposed operating budget for FY
13. Ms. Siroky replied that there were no one-tine itens in
the FY 13 Operati ng Budget.

Representative Doogan queried the definition of "MSCVE. "
Comm ssi oner Lui ken replied t hat MSCVE  stood for
Measur enent and St andards Commerci al Vehicl e Enforcenent.

2:33: 51 PM

Conmi ssioner Luiken |ooked at slide 10, "FY 13 Capital
Budget." He noted that 68 percent of the capital budget
canme fromfederal receipts: $702,943. mllion

Co- Chair Thomas wondered if the federal receipts were "in-
hand” or "expected." Conm ssioner Luiken replied that the
federal receipts were what was expected for FY 13.

Co-Chair Stoltze wondered if the federal receipts were
still operating under a continuing resolution Conm ssioner
Lui ken affirmed, and furthered that it would remain under
the current resolution until Congress passes a new one.

Comm ssioner Luiken highlighted expected general fund
revenues: $27 mllion for deferred maintenance; $31 million
for safety inprovenents; $8.1 million for the Roads to
Resources program and $22.1 mllion for the Muinicipal
Har bor Grant match.

2:35:51 PM

Represent ati ve Edgnon acknow edged that there was no way of
knowi ng when the Federal H ghway Act would change, but
gquestioned what at range the state should expect that
change. Commi ssioner Luiken responded that it would be
based on the federal governnment but could be as nuch as 30
percent decrease. Roughly one-third of the budget was from
the federal receipts.

Representative Edgnon declared that it would have a

significant inpact to the state if that fund source was
shifted, decreased, or disappeared.
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Co-Chair Thomas noted that a specialist would conme to
address the legislature regarding the potential |oss of
federal funds.

Co-Chair Stoltze comented that there had been sone

adj ustments, because of the stall of the highway bill at
the federal level. He remarked that Alaska was | ucky,
because it did not have as many highways as other state,
but it was still facing a potential inpact of 1oss of

f ederal doll ars.

Co-Chair Thonmas noted that a prinmary concern of conmttee
menbers was that the supplenental budget could be "huge"
the followi ng year, because of the expectation of federa
f unds.

2:41: 03 PM

Comm ssioner Luiken shared the concerns related to the
potential loss of federal funds. He noved on to slide 11,
whi ch showed projects that had been awarded in 2011 and
tentative projects for 2012. He hoped that the map was abl e
to denonstrate that the projects had been evenly
distributed across the state. He remarked that there were
over $1 billion in projects.

Conmi ssioner  Luiken |ooked at slide 12, "Roads to
Resources."” The slide highlighted the roads to resources
program and proposed anounts for the FY 13 budget. He
poi nted out the four projects. He enphasized that there was
a valuable roads to resource project in Southeast Al aska:
t he Kl ondi ke Hi ghway. The mines in Yukon used the Klondike
Hi ghway to bring ore to the Ore Termnal in Skagway. It was
a valuabl e benefit, because it was defined as an industrial
use highway in statute. Therefore, the State could collect
a toll from the heavier than normal ore trucks. That
revenue was used to maintain and sustain the highway. He
pointed out that the mning industry in the Yukon was very
significant, so the Kl ondike highway proved valuable. He
hoped to expand the Klondi ke H ghway's capability, because
the mning industry was | ooking to expand the anount of ore
that was carried on the highway.

Representative Joul e asked whether the comunity Anaktuvuk
Pass community had changed its opposition to the proposed
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project. Conmi ssioner Luiken responded that he had not
heard any opposition fromthat area.

Representative Doogan asked for a listing of the total
costs for each of the projects listed on slide 12. He al so
requested information regarding what had been spent so far
and what the final cost would be for the projects.

2:45: 52 PM

Vi ce-chair Fairclough wondered if there was analysis on
road investnments, related to the operating costs for sone
of the small communities in Alaska. She stated that there
were sonme conmunities in Southeast that could be connected
by road, but there was opposition from the |loca
communities. She expressed concern regarding prioritizing
investnments relating to maintenance of two airports and
connecting educational facilities. Comm ssi oner  Lui ken
answered that the departnent was currently |ooking at the
i ssue.

Vi ce-chair Fairclough was not advocating for the road
connections if communities were opposed; she was |ust
trying to understand the potential savings.

Conmi ssioner Luiken directed attention to slide 14 rel ated
to highways and aviation. He focused on conpleted capita
projects including the Akiak airport (upper Ileft); that
runway at Ted Stevens International Airport had been
brought up to a class 6 code in order to increase the use;
delineators were installed along the Dalton H ghway to
i mprove for comercial truck use; and the Tongass Avenue in
Ket chi kan had been greatly inproved. He stated that the
m ssions and standards worked to concentrate around
popul ation centers. Had |ooked at fuel dispensing devices
in the state, and remarked that there had been sone
significant errors found and places had been receiving up
to 10 percent less or 4 percent nore than what they had
paid for. The departnment worked to ensure that fair trade
was occurring.

2:52: 48 PM

Comm ssi oner Lui ken addressed the marine highway system on
slide 15. The Malaspina ferry currently was currently
undergoing significant repairs, and the WMtanuska needed
simlar attention. He remarked that those two ships were
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good representation of the deterioration of the overal
fleet.

Co- Chair Thomas comented that "hopefully the wheel would
not be reinvented with new ferries.” Conm ssioner Luiken
replied that the technology had significantly increased for
pl anes, and technology for nmarine ferries was continuous,
and conplicated. He remarked that DOI/PF would work to use
t he best technol ogi cal design.

Co-Chair Thomas stressed that it was not necessary to
change sonet hi ng that worked.

Vice-chair Fairclough echoed the concern. She stressed
appropriate warrantees on any new projects were essential .

2:57: 09 PM

Comm ssi oner Lui ken di scussed chal | enges for the departnent
on slide 16. He remarked that operating under the federa
continuing resolution kept the funding levels at a standard
level, it was difficult to program projects, because the
funding was provided at wunknown times. He stressed that
there was no guarantee of the federal funding through the
end of fiscal year. He stated that the maintenance and
operating costs of old ships in the AVHS was expensive, and
noted that there were several interesting challenges
rel ated to mmintenance of the boats in the AVHS. He stated
that the photo on the top left <corner of the slide,
di spl ayed the snow that was piled in Valdez. The photo in
the top right corner displayed an aval anche that flowed
from M. Roberts onto Thane Road. The bottom | eft photo was
taken in Kodiak and the bottomright photo was of a road in
Pet er sbur g.

Conmi ssi oner Luiken pointed to slide 17, "Strategic Use of
GF Capital Investnent.™

-On conplicated projects use general fund to avoid
difficult and tine consum ng federal processes.

-Use federal funds on easier projects |ike pavenent
over | ays.
Commi ssi oner Lui ken di spl ayed slide 18, "Proj ect

Prioritization."
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Saf ety

Asset Managenent System
- Pavenent, bridges, airports, ferries, transit,
mai nt enance

2030 Long Range Transportation Pl an
- Regi onal Transportation Plans

Avi ation | nprovenent Program (AlP)
State Transportation | nprovenment Program (STIP)

Representative Gara did not believe that there were any
signs recomendi ng that people pull over if there were cars
behind, and no pullout signs on the road. He understood
that the signs would not solve the entire problem but
woul d certainly help. He concluded that |anes needed to be
added to the entire highway system Conm ssioner Luiken
responded in the affirmative and would provide detail on
projects that were coming up in future years related to
safety corridors.

Representative Gara believed the projects could fit in the
budget .

3:04:43 PM
AT EASE

3:12: 42 PM
RECONVENED

ABUDGET OVERVI EW DEPARTMENT OF ADM NI STRATI ON

3:13: 04 PM

BECKY HULTBERG, COW SSI ONER, DEPARTMENT OF ADM NI STRATI ON
(D), introduced staff from the departnent. She discussed
the diversity of the departnent. She presented a Power Poi nt
titled "Alaska Departnment of Admnistration Departnent
Overview' and highlighted the departnent's strategic plan
on slide 2.

M ssi on: The m ssi on of t he Depar t ment of

Adm nistration is to provide consistent and efficient
support services for state agencies.
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Vi si on: As enpl oyees of t he Depart ment of
Adm nistration, we wll provide innovative, cost-
effective and responsi ve servi ce.

Depart ment Goal s.

- Servi ce Excel | ence: Provi de excel | ent program
delivery through clear comrunication and respectful
and responsi ve actions.

-Spending G owth Reduction: Reduce the rate of
spendi ng growt h to sustai nable |evels.

-Effective and Efficient Delivery of Servi ces:
| mpl enment strategies to achi eve oper at i onal
efficiencies.

- Enpl oyee Devel opnent and Support: Encourage enployee
growh and devel opnent by providing | eadership,
training and resources in an atnosphere that fosters
mut ual trust and respect.

Cor e Val ues.

-Integrity: W wll be honest, transparent, and
et hi cal

-Service: W will provide excellent service.
-Accountability: W wll take responsibility for and
ownership of the services we provide.

-Balance: W will honor our commtnents to our work
and personal |ives.

She pointed to an organizational chart on slide 3. She
di scussed the divisions and comm ssi ons under t he
depart nment.

3:16:19 PM

Co-Chair Stoltze wondered about the Anchorage notor vehicle
tax increase. Comm ssioner Hultberg would follow up on the
answer at a |later date.

Co-Chair Stoltze wondered whether there had been dial ogue
fromthe Division of Mdtor Vehicles.

Comm ssioner Hultberg continued on with the presentation
related to divisions and conm ssions on slide 4.

Direct Services

-Division of Mdtor Vehicles
- Publ i ¢ Def ender Agency
-Ofice of Public Advocacy
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| ndependent Conmmi ssi ons

-Alaska G| and Gas Conservation Conmi ssion
-Al aska Public Ofices Conm ssion

-Violent Crine Conpensation Comm ssion

- Al aska Public Broadcasting Comm ssion
-Ofice of Adm nistrative Hearings

Busi ness Qperations

-Division of Personnel & Labor Relations
-Division of Adm nistrative Services
-Division of General Services

-Division of R sk Managenent

-Di vision of Finance

-Enterprise Technol ogy Services
-Division of Retirement and Benefits

Representative Gara asked about the Ofice of Public
Advocacy. He noted that part of the agency hel ped to defend
the rights of children wth inadequate parents, and felt
t hat the cases were well beyond what the division could
handl e. He asked the comm ssioner to look at the children
advocacy to determ ne whet her casel oads were too | arge.

Comm ssioner Hultberg agreed with Representative Gara. She
explained that growing caseload was a problem The
departnment could be open to conversations related to
relieving the case |oad, but added that she had heard the
sanme feedback that Representative Gara had nentions.

Representative Gara understood that the departnent could
not control the caseload. He wanted the departnent to
examne it and help reduce it.

Co-Chair Stoltze commended the departnment for hiring Rick
Richard Allen, Director, Ofice of Public Advocacy, for his
wor k regardi ng the easing of case | oads.

3:21:12 PM

Comm ssi oner Hul t ber g expressed confi dence in t he
| eadershi p of the divisions.

Comm ssi oner Hul tberg discussed service across the state on

slides 5. She nobved on to slides 6 and 7, and discussed
maj or acconpli shnents.
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- AKSAS/ AKPAY replacenent (IRIS ©project): obt ai ned
funding and PCNs necessary to comrence and conplete
proj ect; project now underway.

-Progress on unfunded liability: worked with the ARMB
to identify funding approaches to address unfunded
liability.

-AlaskaCare wellness initiative: began initiative to
add wel Il ness and di sease managenent features to health
pl ans.

-DOA spending growth: inplenmenting plan to reduce
long-termrate of spending growth w thin DOA

-ETS custoner service: worked to inprove relationships
wi th agency custoners and reprioritize work based on
depart nent needs.

- Publ i c Defender Agency conflict procedures: devel oped
and inplenmented new policies and procedures governing
conflicts of interest.

-DW license renewal by nmmil: qualified custonmers can
conplete a driver's license or identification renewal
application online, mail it to DW, and receive a card

through the mail with the updated expiration date.
-Ofice of Publ i c Advocacy contractor costs:
instituted significant internal changes to |evel out
vari abl e contractor costs.

-Labor agreenents: reached voluntary agreenent wth
five bargaining units.

Comm ssioner Hultberg directed attention to the priorities
of the department (slides 8 through 9).

-Health care cost containnent: develop and inplenment a
conprehensive health managenent plan for Al askaCare
active and retiree nenbers.

3:27:31 PM

Co-Chair Stoltze discussed health care costs. He remarked
that the legislature had seen many different intiatives
related to the relieving of health care costs. He requested
t he departnent's gui dance when determ ning the out year and
five-year cost proj ections. Commi ssi oner Hul t ber g
enphasi zed the inportance of |looking at retiree health
plans in a nore holistic way.

Comm ssi oner Hul tberg continued on slide 8:
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-DOA rates: evaluate DOA rate-setting process,
restructure rates where necessary and align wth
budget process.

-Unfunded liability: continue working wth the
Legi sl ature, the ARM Board and other stakeholders to
manage the state’s obligations.

-Space utilization and planning: assist the state in
managing its $50 mllion.

Co-Chair Stoltze discussed the wunfunded liability. The
| egi slators wanted the best information, DOA had to nmake a

| ot of unpopul ar  deci si ons. He requested that t he
departnment should not be timd when addressing the unfunded
liabilities. Comm ssi oner Hul t ber g replied that t he

department was happy to neet with the legislators as nuch
as was requested.

3:31:45 PM

Co-Chair Stoltze remarked once it was in the fund, it was
gone, and could already be mslabeled as savings.
Comm ssioner Hultberg reiterated the departnent's desire to
participate in discussions with the legislators related to
any issue, especially the unfunded liability.

Comm ssi oner Hultberg continued on slide 9, "Priorities."

- Expansion of CASA volunteer program to provide
i mproved advocacy for Alaska's children in need of

ai d.

- DW dat abase redesi gn: noving DW off the mainfrane.
-IRI'S (I ntegrated Resour ce I nf or mati on Syst en)
project: successfully inplement (on tine/on budget)
adm ni strative systens repl acenent proj ect
(repl acenent of payr ol | and accounting systens,

i npl enentati on of new HR and procurenent system

-Labor relations: successfully conclude negotiations
with three bargaining units.

-ETS: continue to inprove custoner service.

- ALMVR: concl ude t he acqui sition of
ALMR equi pnent from Departnment of Defense and place
ALMR on a sound fiscal foundation.

3:33:35 PM

Representative Doogan stated that was on the ALM
subcomm ttee and was interested in the results.
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Co-Chair Stoltze believed it would be a disservice to not
point out "red-flags" on sone of the costs related to ALMR

Comm ssi oner Hul tberg was happy to elaborate or could save
the discussion for the subcommttee. She explained that
ALMR supported the day to day communication needs of the
state troopers, the DOl personnel, other State entities,
and many | ocal governnents. The challenge was that the ALMR
system was divided between operation cost and actual
mai nt enance of the equipnent. There was a conplicated cost
share between the State and federal governnent.

Vi ce-chair Fairclough wondered if the federal governnent
required to the state to share the costs wth |ocal
comunities. Comm ssioner Hultberg replied that because of
federal law, the departnent could not choose to just bill
the federal governnment if it was not willing to treat it as
equal s |i ke other users.

Vi ce-chair Fairclough would follow up with the subcommittee
related to ALMR

3:37:12 PM

Representati ve Doogan noted that it was not just that the
Department of Defense did not want to pay the bills anynore
, wanted to pay less or none at all. The funding source for
the particular program was being "squeezed at both ends.”
Comm ssi oner Hul tberg agreed. She noted that the departnent
was in a position that it did not want to be in. The
departnment had been working very constructively wth
vari ous government entities, in order to solve the problem

Representative WIson people were concerned about how the
ALMR system would be nmintained and paid for. She pointed
out that communities in Interior Al aska were strained by
the cost of maintaining the system Conm ssioner Hultberg
replied that sone communities had no other system She felt
optimstic that the issue woul d be resol ved.

Co- Chair Thomas noted that discussions had been ongoing for
over five years.

Comm ssi oner Hul tberg pointed to DOA budget trends on slide
10. The departnment was happy with its rate of growh, and
remarked that DOA's long-term goal was to reduce the rate
of budget growh to between 4 and 5 percent a year by
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increasing efficiency. Slide 11 showed the total dollars
spent related to the yearly managenent plans and FY 13
budget. there was a very snmall anmount of general fund in
its budget. She remarked that the average annual growh was
5.6 percent. She discussed health care on slide 12. Oher
states' costs were simlar to those of Alaska. She noted
that costs were on pace to double every decade. The chart
did not include the federal portion of Medicaid.

3:42: 41 PM

Vice-chair Fairclough wondered whether there had been
di al ogue with the federal government regarding a change to
the age limt for those entering Medicaid. Conm ssioner
Hul tberg deferred the question to the Departnent of Health
and Soci al Services.

Comm ssioner Hultberg pointed to big-picture items that
touched DOA. She noved to slide 13 related to the unfunded
l[iability. The cost was $141 billion in benefits paynents
over the next 70 years. The cost would be approximtely $3
billion per year.

Comm ssioner Hultberg noved to slide 14 and di scussed FY 13
budget increnents and decrenents.

Heal th Pl ans Adm nistration

—Third Party Adm nistrator contract increases: $440.5
(G oup Health and Life Benefits Fund/ O her)

DW

—Costs for server hosting: $74.5 (GF/ Program receipts)
—Establish state operated office in Kotzebue: $87.5
(GF/ Program recei pts) plus one PFT position

General Services

—Central Ml postage increase: $80.0 (O her)

—Lease costs: $2,500.0 (O her)

—Facilities operation and nmaintenance costs: $750.0
(Q her)

—Facilities adm nistration: $80.0 (CQ her)

O fice of Public Advocacy

—-John R Justice Program $150.0 (federal)

Fi nance

—I RIS position authority: $1,500.0 (ClI P receipts)

—Dat abasi cs decrenent: ($112.5) (G- Program receipts)
APQC

— One time personal services and travel increase:
$68.1 (UGF)
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AQGCC
— JIncreased travel for regulatory oversight: $36.3
(AOCGCC recei pt s/ DGF)

Co-Chair Thomas felt that every public office at the state
and |ocal level were required to maintain their own data
entry prograns. He wondered why DOA did not termnate a
position, if the data entry work was conducted el sewhere.

3:48: 07 PM

Comm ssioner Hultberg agreed to look into the issue.

Comm ssioner Hultberg concluded with slide 14 related to FY
13 capital requests.

-None State O fice Building and Courthouse: $10,000.0
-Repair State O fice Building Parking Garage, Phase 1
of 3: $2,500.0

- Al aska CGeol ogi c Materi al s Cent er Repl acenent
Facility: $4,000.0

-Douglas Island Building Renovation, Phase 1 of 3:
$9, 200. 0

- ETS bandwi dth nonitoring: $800.0

- ETS bandwi dt h i nmprovenment for rural sites: $1,500.0
-DW driver know edge testing system $550.0

-Statewi de deferred nmmintenance, renewal, repair and
equi pnent Projects: $7,250.0 UG- and $3, 000.0 PBF
-Division of Retirenent and Benefits capital projects:
$1, 013.0

Representati ve Doogan asked about the None State Ofice
Buil ding capital request. He wondered whether the project
had been included in the FY 12 budget. Conmm ssioner
Hul tberg agreed to provide that information at a |later
dat e.

Representative Gara asked about the 10-year average annua
increase, and felt that it was the largest increase that
been related to |ease paynments. Conm ssioner Hultberg
responded that the |ease conponent was wunder general
services at the top of slide 10. She explained that
mai nt enance had driven the gromh rate.

#
ADJ OURNIVENT
3:52:23 PM
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The neeting was adjourned at 3:52 PM
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