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Co-Chair Stoltze turned the gavel over to Co-Chair
Aust er man.

Co- Chair Austerman asked House Finance Committee Assistant
Helen Phillips to provide staff introductions and discuss
information pertaining to the commttee room

HELEN PHI LLI PS, COW TTEE ASSI STANT, HOUSE FI NANCE
COW TTEE, LEGQ SLATIVE FINANCE D VISION (LFD), provided
i ntroductions and functions of LFD conmittee support staff.
She had referenced a neno she had provided to conmttee
nmenbers pertaining to supplies, neeting recording, room
resources, bill files, weekly schedules, room use, and
other (copy on file).

1: 38: 47 PM

Co-Chair Austerman discussed that alternates had been
assigned to the commttee. Representative Quttenberg had
been excused for one to two weeks. He asked Representative
Kawasaki to join the conmttee at the table as an alternate
in Representative CGuttenberg' s absence.

Co-Chair Austerman introduced his staff.

1:41: 20 PM

Co-Chair Stoltze introduced his staff and provided a
description of their responsibilities.

Vi ce-Chair Neuman di scussed that his staff was working hard
to prepare for the Departnent of Health and Soci al Services
budget subcomm ttee neetings.

Representati ve Thonpson introduced his staff

Represent ati ve Edgnon introduced his staff.

Representative WIlson introduced her staff.

Representative Costell o introduced herself and her staff.
Representative Gara introduced his staff.

Represent ati ve Kawasaki introduced hinself and his staff.

Representative Hol nes introduced herself and her staff.
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1:46: 11 PM

Representative Munoz introduced her staff.

Co-Chair Austerman provided information about commttee
rules (nmeno on file). He shared that the conmittee would
nmeet at 1:30 going forward and asked commttee nenbers to
be on tinme. He comunicated that nenbers would need to be
present to vote and could not vote via teleconference. He
rel ayed that commttee reports for reported out |egislation
needed to be signed in the comrittee room He discussed
that the conmttee would be neeting on a daily basis in
order to address the governor's proposed FY 14 budget. He
nmentioned that March 1, 2013 would be the subconmttee
cl oseout deadl i ne.

1: 50: 07 PM

"OVERVIEW OF THE GOVERNOR' S FY 14 BUDGET: OFFICE OF
MANAGEMENT and BUDCGET

1: 50: 26 PM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFICE OF THE GOVERNOR, introduced her senior econom st
John Boucher. She introduced additional staff and provided
descriptions of the areas they worked in. She appreciated
the opportunity to present to the commttee.

1: 54: 08 PM

Ms. Rehfeld provided a Power Point presentation titled "FY
2014 Budget Overview." She enphasized that approving a
budget on an annual basis was one of the nobst inportant
itens addressed by the legislature. She discussed her
intent to provide a high level overview of the capital,
operating, and nmental health budgets (HB 64, HB 65, and HB
66 respectively). She shared that the governor had talked
about weighing priorities and constraints when he had
rel eased the budget in Decenber 2012; he had also talked
about the state's solid position and results. She shared
that the state's AAA bond rating was largely due its budget
reserves, the permanent fund, the legislature's budget
discipline, and the opportunity to develop the state's
resources. She applauded the conmittee's efforts to work
with state agencies on their mssions, their core services,
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and the delivery of services. She stated that governnent
needed to be accountable for its expenditures. She shared
that the admnistration had worked for nonths with state
agencies to review their requests and challenges in order
to bring forward the nost pressing needs while practicing
fiscal constraint.

Ms. Rehfeld comunicated that the performance framework
needed to be a neaningful tool for state agencies and
program nmanagers. She shared that Governor Parnell had
mai ntained a vision of economc growh and strengthening
famlies. She stated that Alaska's future depended on
responsi bly developing its resources and on job creation.
She believed the budget supported the governor's vision in
several key areas (slide 3):

Budget Priorities

* Resources and Energy

* Education

e Public Safety

* Transportation/Infrastructure
Mlitary Support

Ms. Rehfeld el aborated on each of the bullet points listed
on slide 3. In relation to resources and energy the
adm nistration was focusing on creating an investnent
climate designed to grow Alaska's econony and create
private sector jobs. The education focus was to prepare
students for success in job training or college. The
primary focus in public safety was to provide safe hones
and strong famlies. Attention was given to building
Al aska's infrastructure and transportation corridors and to
supporting mlitary mssions and famlies.

Ms. Rehfeld turned to slide 4 titled "Fall 2012 Revenue
Forecast." She stated that there were significant decreases
in the revenue forecast fromthe spring of 2012 to the fal

of 2012. She relayed that declining oil production and
price had a profound inpact on the funding available for
the current and next fiscal years. The chart showed that in
the spring of 2012 the admnistration was anticipating
$8.44 Dbillion in revenue; the nunbers had been revised in
the fall 2012 forecast to $7.5 billion largely due to a
drop in oil price and production, representing a decrease
of approximately $928 mllion. The FY 14 forecast had been
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revised from $7.68 billion to just over $7 billion,
representing a decline of $678 nmillion. The total decline
was $1.6 billion. She remarked that the changes provided
the context that was used in devel oping the FY 14 budget.

1: 58: 53 PM

Ms. Rehfeld noved to slide 5 "FY 2013/ FY 2014 Budgets: Big
Picture." She comunicated that the state was |ooking at a

deficit of $410 mllion instead of the expected surplus of
$514 nmillion. She referenced an appropriation of $250
mllion that had been approved the prior spring for

transfer into the Statutory Budget Reserve (SBR); the net
deficit would be approximately $160 million. She stated
that |ess revenue neant spending less; therefore, the
adm nistration had asked departnents to evaluate their
current enployees and resources used to carry out core
services wthout increases in the FY 14 budget. The
adm nistration was working to decrease overhead costs, to
i ncrease efficiency, and to focus on priorities.

Co-Chair Austerman pointed out that the figures used in the
presentation cane from the Departnent of Revenue and
Department of Natural Resources projections. He noted that
the departnments would present to the conmittee the
fol |l ow ng week.

Representative Gara referenced the $410 nmillion deficit
projection for the end of the current fiscal year. He asked
what the projected price was and what the actual price had
been for the current fiscal year to date. M. Rehfeld
responded that the price included in the spring forecast
for FY 13 was $110.44; the 2012 fall forecast was $108. 67
Production in the spring had been 563,000 barrels per day
and $553,000 barrels per day in the fall.

Representative Gara asked what the actual price per barre
had been in the current fiscal year.

JOHN BOUCHER, SENI OR ECONOM ST, OFFICE OF MANAGEMENT AND
BUDCGET, OFFICE OF THE GOVERNOR, responded that the figure
was running slightly below the forecast. He believed the
actual price was within $1 to $2 from the projected price.
He communicated that he would follow up with the exact
figure.

2:02: 28 PM

House Fi nance Conmmittee 5 01/ 17/ 13 1: 07 P. M



Ms. Rehfeld pointed to slide 6 titled "Al aska's Reserve
Accounts." The chart provided a visual of the growth in the
state's savings accounts from 2002 to 2012. She relayed
that there was nearly $16 billion in savings at the end of
FY 12. She elaborated that the state had used "w ndfalls"
from high oil prices to repay past Constitutional Budget
Reserve (CBR) draws and to nmamintain noney put into reserve
accounts; the elenent was inportant to consider because it
was the reason for the state's AAA bond rating and was a
key factor in the long-range fiscal plan. She detailed that
managing the use of reserves in tinmes of declining
production was key and would help provide for essential
services (e.g. public safety, education, transportation,
and ot her).

Co- Chair Aust er man acknow edged t he presence of
Representati ves Andrew Josephson and Shelley Hughes in the
committee room

Ms. Rehfeld discussed spending controls on slide 7. She
stated that over the past three years the admnistration
had asked state agencies to absorb increases in their
budgets including nerit increases for staff, and increases
in central support services rates, contractual costs and
| ease costs. She furthered that the Departnent of
Adm ni stration (DOA) had been closely exam ning what it was
chargi ng agencies for core services and how the costs could
be reduced. Agencies had been directed to manage their
budgets, not plan on supplenental funding, and to provide
services to Al askans w thout disrupting services.

Ms. Rehfeld referenced the governor's FY 13 budget that had
del eted over 280 positions; departnents had been asked to
make adjustnments in their budgets to mninmze inpact on
service delivery. The adm nistration had enployed a nunber
of strategies to help nanage costs with existing resources
including (slide 7):

| mprove/ Stream i ne busi ness processes

Enhance t echnol ogy

Lower cost of purchasing

Reduce footprint/cost of office space
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e Share services

2:06: 38 PM

Ms. Rehfeld continued to discuss slide 7. She noted that
DOA had recently issued new space guidelines that were
consi stent with private and public sector changes
nationw de; the shift would help the state reduce the
footprint and the cost of office space.

Ms. Rehfeld communicated that the FY 14 state budget
totaled $12.8 billion. She noved to slide 8, which showed
t he makeup of the FY 14 budget by fund source:

Unrestricted General Funds $6.49 billion - 51%

Federal Funds $2.94 billion - 23%
Per manent Funds DGF $1.92 billion - 15%
Desi gnat ed Ceneral Fund $866.6 mllion - 7%
O her Funds $559.3 mllion - 4%

Ms. Rehfeld el aborated that Designated CGeneral Funds (DGF)
included itens such as University of Al aska receipts ($377
mllion) and general fund program receipts ($133.3
mllion). Oher funds included itens such as Al aska
Permanent Fund Corporation (APFC) receipts (including
managenent fees and fund operation at approximtely $133.3
mllion), International Airport Funds ($146 mllion), and
Statutory Designated Receipts ($70.5 mllion).

Co-Chair Austerman asked for the top three itens that mde
up the $1.92 billion for APFC. M. Rehfeld shared that
inflation proofing (a total of $943 mllion; $22 mllion of
the anmobunt was for the Al aska Capital Inconme appropriation)
and the Permanent Fund Dividend ($958 million) nade up the
lion share of the cost. She noted that the admnistration
received a nonthly financial statement from APFC, OWB' s
Decenber 2012 fiscal summary reflected data fromthe end of
Cct ober. She shared that the nost current information would
be used in the budget anendnent package in February 2013.

2: 09: 58 PM

Ms. Rehfeld addressed budget priorities on slide 9. The
budget contained a $14.8 mllion request to fund the fourth
year of the governor's Choose Respect initiative ained at
preventing donestic violence and sexual assault; $3 mllion
of the total was an annual request designated for
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preventi on. She discussed different elenments of the
initiative including prevention and intervention in the
anmount of $5.25 million for public education and awareness,
comunity |evel prevention projects, and rural pi | ot
projects; $2.6 mllion in survivor support for shelters,
services for children exposed to violence, trauma services,
and housing; and $6.9 nillion in law enforcenment for 15
Village Public Safety Oficers (VPSO and 1 trooper,
additional prosecutors for child abuse cases (in Juneau,
Fai rbanks, and Bethel), and 3 investigators for child
protection and sex trafficking.

Ms. Rehfeld relayed that nore than 120 conmunities held
Choose Respect events in 2012 and additional comunities
were expected to participate in March 2013; the events sent
a strong nessage of support to victins and survivors. The
governor's proposed budget also included $2.8 mllion for
15 additional state troopers in the Mat-Su, Kenai, and
Fai rbanks region; the request was to account for escalating
popul ati on  grow h. Addi tionally, the budget i ncl uded
$823, 700 for a new trooper post (2 troopers) in Hooper Bay.
She noted a simlar request for Selaw k had been approved
two years earlier and had been very effective.

2:12: 50 PM

Vice-Chair Neunman acknow edged that the prograns were
inportant to the state's communities; however, he believed
the state was starting out at a $920 mllion deficit not
including any FY 12 supplenental budget requests. He
wonder ed whet her the adm nistration had considered what the
state could afford and the cost-benefit of prograns.

Ms. Rehfeld replied that the admnistration had considered
the issue prior to submtting the budget. The budget
focused on areas that the admnistration believed were key
priorities and services that Al askans expected from the
state. She detailed that the state had a $410 nillion
deficit in the current year and it would be necessary to
draw from the SBR to pay for current services. The FY 14
budget would be funded by $6.49 billion of state genera
funds, which was approximately $500 m|lion bel ow projected
revenue. The admnistration believed the budget was
responsible and would help in the long-term with public
safety and to reduce problens that could occur wthout a
| aw enf orcenent presence.
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Vice-Chair Neuman communicated that he had asked the
Depart nment s of Heal t h and Soci al Servi ces and
Transportation and Public Facilities to cut 10 percent off
their proposed budgets. He wondered whether there were
specific areas where spending <could be reduced if
necessary.

Ms. Rehfeld answered that she could address the question
later in the presentation.

Representative Gara acknow edged the inportance of being
fiscally responsible. He observed that $250 nmillion of the
$410 deficit in the current year had been put into savings.
He surm sed that excluding the noney put into savings the
deficit would be closer to $160 nmillion.

Ms. Rehfeld replied that the $250 nillion was technically
considered a transfer and not savings. Representative Gara
asked for verification that the state had the noney. M.
Rehfel d responded in the affirmative.

2:17: 18 PM

Ms. Rehfeld noved to slide 10 titled "FY 2014 Budget
Priorities,” which focused on the governor's conprehensive

energy strategy. Strategy conponents included $95 nillion
for Susitna-Watana hydro (continued engineering feasibility
st udi es, desi gn, envi r onnent al wor K, and i cense

application to be submtted in Septenber 2015); $125
mllion for the capitalization of the Sustainable Energy
Transm ssion and Supply Developnent Fund to provide |ow
cost financing for energy projects (a technical correction
woul d be included in the budget amendnents); $31.5 million
for weatherization to help lowinconme famlies wth energy

i mprovenents; $20 nillion for hone energy rebates to
homeowners for energy efficiency inprovenents; and $67
mllion for the Low Incone Home Energy Assistance Program

(LI HEAP) and the Power Cost Equalization (PCE) program

Co-Chair Stoltze asked how the $67 mllion would be split
between LIHEAP and PCE. M. Rehfeld answered that the
LI HEAP request was for just under $27 mllion and the PCE
request was $40 mllion.

Ms. Rehfeld discussed a $25 nillion request for the

Renewabl e Energy Grant Fund (slide 10). She shared that
during the past several years over $200 million had been

House Fi nance Conmmittee 9 01/ 17/ 13 1: 07 P. M



appropriated for the grants to address high-cost areas. The
program had been extended to 2023 the prior year (the
proposed budget included funding for "round 6" of the grant
fund).

Ms. Rehfeld turned to slide 11 pertaining to education
funding. She highlighted the governor's initiative to
prepare Al aska students for success and to increase the
hi gh school graduation rate to 90 percent by 2020. She
di scussed the Al aska Performance Schol arships (APS) that
were ainmed at increasing the nunber of students taking
hi gher academic rigor and rewarding them for success; nore
than 4,600 students had qualified for the performance
schol arshi ps under the program The budget also included $4
mllion for needs based grants that were also part of the
APS package. She enphasized that the graduation rate was
nmoving in the right direction, but it was currently just
under 70 percent. She relayed that the governor's budget
i ncl uded $800, 000 for the Jobs for Alaska's G aduates (JAG
initiative; JAG was mrrored after a program operating in
33 states that had seen a 93 percent graduation rate for
at-risk students. She elaborated that the initiative would
be a partnership between businesses, United Wy, and the
Department of Education and Early Devel opnent (DEED); it
targeted at-risk students and would assist themwth skills
and job training opportunities to keep them in school and
engaged.

Ms. Rehfeld continued to discuss slide 11. She pointed to a
request for $5.9 nillion for the Digital Lear ni ng
Initiative. She explained that the first piece of the
initiative was a partnership with the Association of Al aska
School Boards (AASB) (the association had been operating a
simlar project over the past couple of vyears). The
initiative would last for a period of four years to provide
digital devices to teachers and students. The econom es of
scale that would be created by joint purchasing of the
devices to help deliver educational content and curricul um
had been very effective.

2:22:18 PM

Ms. Rehfeld comunicated that another portion of the
initiative was its support of the Alaska Learning Network
di stance delivered courses that would hel p students receive
hi gher level curriculum that my not be available in their
communities. Additionally, the initiative would provide
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live homework help through an online honmework assistance
program

Ms. Rehfeld shared that the budget also included $320, 000
for a K-3 literacy project; it would help provide pre and
post screening assessnents for students in kindergarten
through 3rd grade to identify any reading deficiencies and
to target efforts needed to help students succeed. She
noted that deficiency in reading was predictive of a
student's success.

Representative WIson asked for verification that broadband
support to libraries was a significant piece of the Digital
Learning Initiative. She wondered why the support would be
provided to the libraries instead of schools or a
conmbi nati on of the two.

Ms. Rehfeld replied that the online homework assistance had
been a cooperative with libraries and in many conmunities
libraries had broadband access. She elaborated that the
initiative worked with libraries in order to provide the
service. She believed the cost included in the budget was
appr oxi mat el y $800, 000 for broadband support.

Representative WIson believed that in addition to the
online homework support there was a portion of the
initiative that worked with providing broadband access in
an increased nunber of communities. She believed that while
libraries were a reasonable place to expand broadband,
there were schools in the areas that did not have broadband
access.

Ms. Rehfeld believed that a portion of the funding was
directly for library broadband. She clarified that digital
| earni ng devices provided through the partnership with AASB
did not necessarily need to have internet access. She
detailed that an inportant part of the program was district
readi ness assessnents to determine their ability to deliver
education through technol ogy; sone districts would be able
to do nore in the area of broadband connections, but there
woul d still be valuable technology tools without it.

2:25:34 PM

Representative Costell o wondered whether there was research
showing increased student results related to digita
| earni ng opportunities. She wondered whether noney would be
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better spent on vocati onal education with hands-on
opportunities that would prepare students for jobs.

Ms. Rehfeld replied that there were sone very effective
digital learning prograns in different grade |evels that
currently existed; the Kuspuk, Kodi ak, Denali  schoo
districts had pilot prograns and could share informtion
about results. She noted that AASB could provide the
i nformation.

Representative Hol mes ref erenced t he K-3 Li teracy
Initiative and wondered about the amount of funding that
went to pre and post screening versus intervention.

Ms. Rehfeld answered that she did not have the breakout
avai lable. She believed the mjority of the proposed
funding would go to prelimnary assessnment work in
determ ning where students' reading deficiencies lay. She
opined that the only additional requirenent nmay be targeted
attention and not an additional resource.

2:27:50 PM

Ms. Rehfeld addressed transportation and infrastructure on
slide 12. She noted that the funding requests were
primarily regular requests that were included in the
governor's annual capital budget. The proposed budget
included $1 billion in funding for statew de infrastructure
projects including $971 mllion for highways and aviation
$56 mllion for the Village Safe Water program and $34
mllion for nmunicipal water and sewer projects (with |oca
mat ching funding). Additionally, the budget contai ned $46. 2
mllion for school <construction including the Ni ghtnute
school renovation at $33 mllion (the next Kasayulie
school) and $13.2 million for the Quinhagak renovation (in
addition to funds provided in the past). She relayed that
DEED prepared the list annually; school districts apply for
grants; the current |list totaled $284 nillion for 24
projects. She noted that the next Kasayulie school would be
in the FY 15 budget for the conmunity of Kwethluk and was
estimated at approxinmately $56 mllion.

Ms. Rehfeld continued with slide 12; the budget included
$22.3 mllion for the first 12 mmjor maintenance projects
on DEED s list; the list totaled $253 million and contai ned
111 projects.
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Co-Chair Austerman asked whether a portion of the $56.5

mllion for the Village Safe Water program had a federa
funds match. Ms. Rehfeld replied in the affirmative. She
believed the figure was approximately $8.5 mllion. She

furthered that the budget included a $5 mllion request for
new technologies to help provide comunities wth safe
drinking water. The $5 nillion would also available to the
Depar t ment of Envi r onnent al Conservati on (DEC) for
energencies (e.g. the failure of ol der water systens).

Co-Chair Austerman recommended that DEC should present a
plan on how it would obtain needed information and how it
woul d operate in the future. He believed the DEC project
[ist was approximtely $700 mllion; he did not believe $5
mllion would go very far in addressing the overall plan.

Ms. Rehfeld agreed.

2:31: 47 PM

Co-Chair Stoltze surmsed that the project list would grow
significantly if communities believed they would receive
any of the noney.

Ms. Rehfeld shared that the budget included $100 mllion
for year four of the admnistration's five-year deferred
mai nt enance effort. She highlighted that the admnistration
had |earned that absence of a capital asset nmanagenent
system had limted the state's ability to nanage the
deferred mai ntenance backl og. She furthered that the annual
increment helped comunities to plan and conplete the
projects. She detailed that the adm nistration had carved
out a $2 nmillion piece of the $100 mllion total to apply
towards a capital asset nmanagenent system for statew de
use.

Ms. Rehfeld discussed slide 13: "Resources and Permtting."
She referred to the governor's plan for an all-Al aska
gasline project. The budget included $50 mllion for
gasline development: $25 mllion for the Al aska Gasline
| nducement Act (AG A) reinbursenent fund and $25 nmillion
for the Alaska Gasline Developnent Corporation (AGDC)
project. The proposed budget included a $15 nillion
increment for the Geologic Materials Center. She expounded
that the state had a wealth of materials currently stored
in container vans that hindered research by explorers; the
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funding would go towards the purchase and renovation of an
existing facility to house the material s.

Vi ce-Chair Neuman asked how much had been spent on AGQA
rei nbursenent to date. M. Rehfeld responded that $223
mllion had been spent on AGQ A reinbursenent; wth the
current request the total appropriation would be $330
mllion.

2:34:50 PM

Ms. Rehfeld pointed to the administration's effort to
streamine permitting and to a $4 million increnment for
statewide digital mapping that would allow for the
conpl etion of mapping the Arctic region. She highlighted an
$18 million request for Roads to Resources including $8.5
mllion for the Anmbler Mning district and other. The
budget al so contained $10 mllion in funding for the first
year of the five-year Chinook Salnon Research Initiative.
The initiative wuld enable the state to take a
conprehensi ve | ook at Chinook sal non stocks and to increase
their abundance and sustainability. She added that the
Department of Fish and Gane was preparing the research plan
with a nunber of stakehol ders.

Representative Gara asked for clarification on the total
AGd A rei mbur senent i ncl udi ng t he current pr oposed
i ncrenment .

2:36: 29 PM

MVs. Rehfel d answered that $305 mllion had been
appropriated for AGQ A reinbursenent to date. The proposed
$25 mllion would bring the total to $330 mllion. She
added that at present approximately $223 mllion had been
rei nbursed fromthe fund.

Representative Costello referenced a significant permtting
backl og that had existed in the past. She queried how the
$7.3 mllion designated for permtting and statew de
digital mapping (slide 13) would be divided.

Ms. Rehfeld replied that $3.3 mllion was designated for

the unified permitting project and $4 million would go to
statew de digital mapping.
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Ms. Rehfeld turned to slide 14 titled "FY 2014 Operating
Budget Highlights.” She remarked that the admnistration
believed the proposed budget was very lean. Full funding
was included for the current K-12 education funding formula
and pupil transportation (the K-12 funding formula was
based on the current Base Student Allocation of $5,680) for
approximately 129,000 students statew de. Al so included was
a request for a direct deposit of $633.8 million to the
retirement system unfunded liability; the figure included
$4.5 mllion for the Judicial Retirenment System (JRS). She
el aborated that the prior valuation on June 30, 2011 showed
the unfunded liability at slightly over $11 billion; $7
billion for the Public Enployees' Retirenment System (PERS)
(estimated to be funded at approximtely 61.5 percent) and
$4.1 billion for Teachers' Retirenent System (TRS) (funded
at approximtely 53.6 percent). Actuaries were expected to
provide the Alaska Retirenent Managenent Board wth an
updat ed valuation in the near future.

2:39: 28 PM

Co-Chair Stoltze asked about the breakout related to the
$633.8 mnmllion designated for the unfunded retirement
liability. Ms. Rehfeld believed approximately half of the
$629.3 million (designated for PERS and TRS) would go to
PERS and about $300 million would go to TRS. She reiterated
that $4.5 mllion would go to JRS. She would get back to
the coonmttee with the exact figures.

Representative Mnoz asked whether the change to the
Defined Contribution (DC) system [from the Defined Benefit
systen] positively inpacted the growh of the unfunded
l[iability. Ms. Rehfeld replied that the change to the DC
system had hel ped cl ose the system She el aborated that the
system had helped with the determnation of the annual
rates. She stated that a pertinent issue was related to
fund earnings and how the valuations were done. She
believed the liability would continue to increase in the
short-termuntil a greater market recovery took pl ace.

2:41: 32 PM

Ms. Rehfeld relayed that the budget included a $60 mllion
increnent for revenue sharing (slide 14). She pointed to a
pie chart showing FY 14 expenditures by category (slide
15). The left portion of the chart totaled $6.6 billion
(approxi mately 52 percent of the total budget request) and
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included fornula prograns, statew de appropriations, and
the permanent fund dividend. She el aborated that the itens
were considered nondiscretionary (itens that were not
typically targeted when |ooking for areas to reduce
spending). The right portion of the chart contained the
agency nonfornula portion of the operating budget; the
checkered piece of the pie represented the general fund
portion of the agency nonfornula budget in the anount of
$2.3 billion. Oher funds (e.g. federal and other) were
included at $2.5 billion, and the capital budget portion
was included at $1.82 billion. She expounded that the right
portion of the chart enconpassed areas that could be | ooked
at in order to reduce or restrain government growth; state
salaries nmade up a large portion of the nonfornula genera
fund expenditures. She stressed that it was inportant to
take a hard | ook when adding positions for the governor's
specific priorities because the salary area was a place
where costs could be nanaged over tine. She reiterated that
the admnistration's effort had been to focus on the
constitutionally and statutorily required priorities and
what it believed Al askans expected from governnent.

2:44:54 PM

Ms. Rehfeld concluded with a pie chart on slide 16 titled
"FY 2014 Budget - Another Perspective." She addressed how
inmportant it was to spend so much tinme on the budget; 60
percent of the budget benefited Alaska's comunities,
organi zations, and individuals with itens such as Mdi caid,
Per manent Fund Divi dends, revenue sharing, school funding,
unfunded liability, capital projects, and other. Purchased
services accounted for 21 percent (shown in dark blue) and
included itenms such as travel, contractual, supplies, fuel
prof essi onal services, and other. She expounded that sone
of the funding was internal to state agencies, but a
significant anpbunt was for services purchased from Al aska's
private sector. Salaries and benefits for state enployees
accounted for 19 percent or $2.54 billion. She estimated
t hat approxi mately 53 percent of the $2.54 billion would be
paid for with general funds. She noted that departnents had
di fferent funding sources for their personal services.

Ms. Rehfeld comunicated that the governor had consistently
used guiding principles including, fiscal restraint,
strategic investnents, carefully managi ng cash reserves as
oi |l production declines, and to focus on core services and
agency m ssions. She shared that many people had worked on
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preparing the budget; she thanked departnents, their staff,
and the Legislative Finance Division. She offered OW' s
hel p goi ng forward.

Co-Chair Austerman asked for the cost difference between
the FY 13 and FY 14 budgets. He noted that at one point the
grow h was expected to be less than 1 percent. M. Rehfeld
pointed to slide 5 that showed that the total authorized
budget for FY 13 at $7,977.5; a $40 nmillion placehol der had
been included for supplenental budget itens. She enphasized
that the admnistration was taking a hard |ook at any
suppl emental requests and had asked departnments to only
bring forward requests for itens that they did not have the
ability to fix in the current year. The proposed FY 14
budget totaled $6,493.8. She relayed that the tota
increase in the operating budget was approximately 0.8
per cent .

Co-Chair Austerman noted that there was a difference
between the total $12.8 billion budget versus the general
fund nunbers. He asked about the total budget difference.
Ms. Rehfeld replied that the total budget was $12.8 billion
and proposed budget general funds was $6.49 billion.

Co- Chair Austerman asked about the FY 13 budget anount. Ms.
Rehfeld replied that the total budget was $13.2 billion and
$7,977.5 in general funds.

2:50: 57 PM

Co-Chair Austerman was interested in how the FY 13 and FY
14 budgets would differ. MVs. Rehfeld expressed her
understanding and stated that slide 5 showed the genera

fund difference.

Representative Costello referred to 33 positions that had
been housed under DOA that were being "parceled out" to
ot her departnents with the expectation that the positions
woul d be paid for by divisions through interagency receipts

at a total cost of approximately $12 mllion. She observed
that there only appeared to be $4 million in the governor's
pr oposed budget . She wonder ed whet her savi ngs in
departnents would nmake up for the $8 mllion difference or

if there had been discussions on how divisions would
accommodat e the interagency receipts.
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Ms. Rehfeld replied that there were various rates charged
by DOA (e.g. mail room information technology, Division of
Finance, Division of Personnel, and other); all of the
costs were charged back to departnents. She explained that
DOA had been going through a rigorous review of rates to
determ ne what the rates were and its own costs in order to
m nimze charges to departnents. There were a whole set of
rates that needed to be built into the budget on an annua
basis. She furthered that DOA had identified approximtely
$12 million in increased costs to departnents; departnents
had been asked to absorb the increases for many years. The
adm ni stration had |ooked at the issue to determ ne where
sone relief could be provided because at a certain point
agencies would not have the financial resources to support
the increases. The administration believed $4 mllion would
assist departnments in rmanaging budget increases. She
communi cated that the human resource position transfers
were a different situation; departnents were going to pay
for the positions whether they remained in DOA or noved to
depart nents. She explained that DOA's Human Resource
Division had found an error in its process for determning
its rates (the costs would have to be picked up in the
rates going forward). The departnment also found that
dealing with a pool of individuals made handling vacancies
and other items nuch easier than when the positions were
di vi ded anongst individual departnents. She furthered that
positions transferred out were in response to departnents
want i ng their own human resource manager / wor kf or ce
devel opnent/recruitnent staff onsite.

2:55: 33 PM

Ms. Rehfeld continued to explain that when the positions
were noved to departnents, the departnents were able to
keep the noney that would have been paid to DOA through
char geback; however, some of the costs were going up. She
reiterated that the administration believed the $4 nillion
figure would help departnents to acconmopdate for sonme of
t he increases.

Representative Edgnon pointed to fund sources on slide 5
and observed that federal funds were at 23 percent. He
asked whether the nunber had been getting smaller or
stayi ng steady over recent years.

Ms. Rehfeld replied that the federal funds authorization
request had not changed as dramatically as one mght
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expect. She detailed that the |argest change had occurred
when Anerican Recovery and Reinvestnment Act (ARRA) funding
had been discontinued. She furthered that the large ticket
itenms in the budget for federal funds were highway,
aviation, transportation, Medicaid, Departnent of Labor and
Wor kf orce Devel opment, Departnent of Education and Early
Devel opnent, the University of Alaska, and other. She
stated that there had not been many changes in the anmounts
requested currently; the proposed budget did not try to
anticipate what may occur at the federal |evel because
there were too many unknowns. She noted that an entirely
different conversation would pertain to federal funds that
went directly to progranms and not through the state budget.
She believed the adm nistration would know nore in upcom ng

mont hs about what federal funds would look like in the
future
2:58:32 PM

Co- Chair Austerman di scussed the schedule for the follow ng
day. He shared that the conmttee would begin neeting as a
Commttee of the Wwole for the Health and Social Services
Subconmi tt ee.

#
ADJ OURNVENT

2:59:48 PM

The neeting was adjourned at 2:59 p.m
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