1: 33: 27 PM

CALL TO ORDER

Co-Chair

Aust er man

HOUSE FI NANCE COWM TTEE
February 14, 2013

nmeeting to order at 1:33 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

Representati ve

ALSO PRESENT

Karen Rehfeld,
Ofice of

1:33 p. m
called the House Finance Committee

Al an Aust ernan, Co-Chair

Bill Stoltze, Co-Chair

Mar k Neuman, Vi ce-Chair

Ma Costello

Bryce Edgnon

Les Gara

Li ndsey Hol nes

Scott Kawasaki, Alternate

Cat hy Munoz

St eve Thonpson

Tamr e WI son

David Guttenberg

Director, Ofice of Managenent and Budget,
t he Gover nor ; Laur a Achee, Di rector,

Communi cations and Adm nistration, Alaska Pernmanent Fund
Cor por ati on.
SUWARY
HB 65 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 65 was HEARD and HELD in commttee for further
consi derati on.
HB 66 APPROP: MENTAL HEALTH BUDGET
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HB 66 was HEARD and HELD in committee for further
consi derati on.

HB 91 SUPPLEMENTAL/ CAPI TAL/ OTHER APPROPRI ATI ONS

HB 91 was HEARD and HELD in commttee for further
consi derati on.

DI SCUSSI ON OF THE GOVERNOR S FY 2014 BUDGET AMENDMENTS
#hb65
#hb66
#hb91l

HOUSE BI LL NO. 65

"An Act meking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitalizing funds, amendi ng
appropri ations, and making reappropriations; and
providing for an effective date."

HOUSE BI LL NO. 66

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

HOUSE BI LL NO. 91

"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."

ADI SCUSSI ON OF THE GOVERNCR S FY 2014 BUDGET AMENDMVENTS

1: 34:16 PM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFI CE OF THE GOVERNOR, introduced herself for the record
and related that the Ofice of Managenent and Budget (OVB)
produced a fiscal sunmary of the budget 3 tines per year.
She explained that a summary was produced when the budget
was released in Decenber, which was updated after the
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anendnents on the 30th day and stated that a final sumary
woul d be released after the budget had been enacted and
signed by the governor. She addressed the docunent titled
"Governor's Anended Fiscal Sunmary" (copy on file) and
rel ayed that there had been sonme changes on the |eft-hand
side of the summary related to the FY13 budget; the changes
included the supplenentals that the administration had
requested and several adjustnents.

Ms. Rehfeld spoke to line 3 of the fiscal summary and to
the revenue adjustrment of $48.9 mllion, which was the
prior year's recovery for the Carlson case [State of
Al aska, Commercial Fisheries Entry Comm ssion v. Carlson].
She explained that the state had been able to recover a
significant anount of the settlenment from the case, which
would show on the spring revenue forecast when the
Departnent of Revenue (DOR) conducted its projection
updates. She pointed out that the revenue adjustment from
the settlenent recovery was inportant to note when | ooking
at the bottom line regarding the current fiscal year. She

stated that line 10 under agency operations showed the
original budget request from Decenber of 2014 and rel ated
that line 11 depicted the itenms that were included in a
January  suppl enment al bill; line 12 highlighted the

anmendnents that had been added that day. She stated that
you coul d see the changes that were nmade in each section of
the fiscal summary. She pointed to line 37 of the sumary
and related that it showed an adjustrment to the $40 nmillion
pl ace hol der for the supplenental requests in FY13 and FY14
that had been in OVB's Decenber fiscal sunmary; because the
suppl enmental had been so |low, the place holder for FY13 had
been renobved and had been adjusted down to $20 mllion in
FYl14. She related that OVB had put forward a very snal
package of anendnments and was keeping the pressure on the
operating budget. She added that OVB wanted to keep this
budget as tight as it could.

1: 38: 45 PM

Ms. Rehfeld discussed line 68 of the fiscal summry and
related that it depicted what the projected draw from the
Statutory Budget Reserves would be if the current spending
plan was conpleted; it showed a $322.9 mllion draw from
the reserve, which was down from OVB' s Decenber projection
of $410.8 mllion. She observed that sone big reasons for
the drop in the projected draw were the |ow suppl enental
request and the prior year's recovery from the Carlson
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case. She observed that because the conparison point had

changed, the overall budget still depicted a 1.2 percent
increase in operating costs; however, OVB s budget request
had been reduced by about $19.1 mllion as a result of the

amendnents. She offered that the operating budget was very
lean and that OVB had conducted a rigorous review before
t he budget had been presented to the conmttee.

Representative Gara thought he heard Ms. Rehfeld state that

there was a $1.2 billion reduction in the operating budget,
but surm sed that she had nmeant a $1.2 billion reduction in
the total operating and capital costs. Ms. Rehfel d

responded that what she had neant to say was that OWB' s
submtted amendnents had reduced its overall General Fund
budget in FY14 by $19.1 mnmllion in conparison to the
Decenber budget; however, if you conpared the governor's
anended request to the FY13 revised nunbers on line 7 of
fiscal sumary, it showed a 1.2 percent increase.

Ms. Rehfeld discussed the 1 page sumary titled "FY2013
Suppl emrental Summary” (copy on file) and related that it
showed what the original supplenental request was on
January 28; the total supplenental at that tine was $24. 456
mllion. She shared that the anendnents OVMB was currently
requesting totaled $1.3651 million with a $1 nmillion
federal capital request and represented an increase of
$2.3651 mllion.

Representative Munoz requested that someone point out which
docunent Ms. Rehfeld was addressing.

Ms. Rehfeld noted that the docunents should be in nenber's
packets.

1: 43: 57 PM

Ms. Rehfeld continued to speak to the supplenmental sunmmary
spread sheet. She related that if the supplenental bil
passed, it would total $26.8211 mllion, of which $972, 500
woul d be CGeneral Funds.

Ms. Rehfeld wal ked through the itenms on the supplenental
spr eadsheet titled "FY2013 Suppl enent al Amendrent s
Subm tted February 12, 2013."

Ms. Rehfeld requested a brief AT EASE
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1:45: 27 PM
AT EASE

1:47:25 PM
RECONVENED

1: 47: 30 PM

Ms. Rehfeld thanked the committee for its patience and
addressed page 1 of supplenental spreadsheet titled "FY2013
Suppl emrental Amendnents Submitted February 12, 2013." She
spoke to the first item on line 1, which was the FY13
Al aska correctional officers salary and benefits increase.

She expl ai ned that a bargaining agreenent had been reached
with the Al aska correctional officers and that Iline 1
reflected the costs in the «current fiscal year. She
explained that the increase would go towards a 2 percent
cost of living adjustnent (COLA), health insurance, and
geographic differential. She pointed out that line 1's item
totaled $1.2589 million; $1.244 million of this anount were
General Fund dollars. She added that there would al so be an
amendnent in the FY14 budget for 920 correctional officers.

She addressed the second item on line 2, which was a
formul a conponent under the Departnent of Health and Socia

Services (DHSS); the item was the for Title I1V-E
participation rate under the federal child-welfare policy.

She explained that there were mandated changes to how the
Title IV-E foster-care participation rate was calcul ated
and that the federal funds for the program were goi ng down
by $2.5 mllion; OVB was requesting $2.5 mllion of general

fund dollars to replace the mssing federal funds. She
added that OVMB was al so requesting the $2.5 mllion in the
anmended budget for FY14.

MVs. Rehfeld continued to discuss the supplenental
spreadsheet and spoke to the itemon line 3, which was for
the Ofice of the Governor; it regarded a redistricting

deci sion that canme out after OVB had presented its Decenber
budget. She explained that OVB was requesting a carry
forward under the redistricting board for $250,000 in the
current year into FY14; there would also be a request in
the FY14 budget for the redistricting board work that was
needed to conply with a court order. She spoke to an item
for the Division of Elections on line 4, OVB was requesting
carry forward of $500,000 for work that the division would
need to conduct under the redistricting. She directed the
conmittee's attention to Iline 5 which reflected an
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additional settlenment wunder the Departnment of Law for
$106,200; this settlenent was associated with a school -
cleanup sight in the Kuspuk School District for Aniak
vocati onal schools. She explained that the settlenent had
cone in after OVB had presented the supplenental to the
| egi sl ature several weeks prior.

MVs. Rehfeld discussed page 2 of the suppl enent al
spreadsheet and pointed to the new capital item associ ated
with $1 million in federal receipt authority. She explained
that the Governnment of Japan had provided $5 million to the
United States for the cleanup of the tsunam debris and
that the Departnment of Environnmental Conservation (DEC) was
the lead state agency on the cleanup effort; DEC would be
entering into a nmenorandum of understanding wth the
National Oceanic and Atnospheric Admnistration for the
work regarding the effort. She related that OVB did not
know how nmuch funding for the cleanup efforts would be
all ocated to Al aska, but was estimating that it would be $1
mllion; OMB was requesting the authorization in a
suppl emrental because the funds would be available in the
com ng spring.

1: 51: 33 PM

Ms. Rehfeld spoke to the 3 re-appropriations on the
suppl ement al spreadsheet that OVB was requesting under the
Departnent of Transportation and Public Facilities. She
stated that lines were 8 and 9 were both for Federal
Avi ation Adm nistration authorizations. The request on line
8 was for $15 million for work on the Anbler airport and
the request on line 9 was for $5 million for the Kotzebue
ai rport runway-safety inprovenents; the reappropriation was
federal receipt authority from prior National H ghway
System pavenent and bridge appropriations that were
available to be reallocated to these projects. She
di scussed the final item on page 3, which was a
reappropriation of $40 million for the Dowing Road
extension in Anchorage; the source of funds for this
project was also from previously authorized federal
receipts for the National H ghway System pavenent and
bri dge refurbi shment program

Representative Gar a expressed conf usi on regar di ng
differences between the Governor's Anended Fiscal Summary
and suppl enental spreadsheet. He explained that the fisca
summary showed a total supplenmental request of $972,000 in
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CGeneral Funds, while page 3 of the spreadsheet showed a
suppl enental of $3.8 million in General Funds. M. Rehfeld
directed the commttee's attention to the supplenental

summary. She stated that the General Fund was reduced by
$2.8777 mllion on the original supplenental request from
January 28; however, the anendnents that OVB had put

forward for consideration resulted in a General Fund
i ncrease of $3.8502 nillion. She expounded that the overall

suppl enental Ceneral Fund would be $972,500; the summary
showed the original bill amunts and what the total bill

woul d be with the anendnents.

Representative Gara inquired if OVMB had added the
suppl enent al whi ch had subtract ed noney, to t he
anendnent s, which added funds. Ms. Rehfeld responded in the
affirmati ve.

1:54:19 PM

Ms. Rehfeld addressed the docunent titled "FY2014 Covernor
Amended Sunmary." She related that the agency operations
non-formul a requests were negative $3.001 million, but were
a positive Ceneral Fund of $3.7838 mllion. She pointed to
the 3 fornula itens, which were conprised of $5.720 nmillion
in General Funds and had a total of $4.450 mllion. She
stated that the correctional officers agreenment that had
been previously discussed would be for FY14; it would be
$5.6056 mllion in General Funds and woul d have total funds
of $5.671 mllion. She noted a reduction in debt service of
$17.3 nmillion, as well as a debt service associated with
fund transfers. She stated that although the capital
anendnents would not be reviewed in the current neeting,
they were reflected on the sunmary sheet.

Ms. Rehfeld directed the commttee's attention to the 8
page summary titled "FY2014 Operating Amendnents Submtted
February 12, 2013." She spoke to line 1, which was under
the Departnent of Admnistration (DOA) and was for the
Mandat ed Patient-Centered Qutcone Research Institute Trust
Fund that was a requirement under the Patient Protection
and Affordable Care Act; it wuld be a fee based on the
nunber of covered individuals. She pointed out that line 1
was a hew request and that OVB had not realized that the
ruling from the Internal Revenue Service would be issued
until after the subm ssion of the Decenber budget; the
request was for $65,000 for the new requirenent.
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Co-Chair Stoltze inquired if the Patient Protection and
Affordable Care Act item represented the "first of mny"
such items. M. Rehfeld replied that she was unable to
answer the question.

1: 57:56 PM

Ms. Rehfeld continued to speak to the operating anmendnent
summary and discussed the item on line 2, which was under
DOA; the item was associated with an increased workload
within the Division of Retirement and Benefits. She stated
that the nunber of retirees in Alaska was continuing to
increase, but that division's staffing and efforts had not
increased; on line 2, OMB was requesting $171,600 for the
division to manage the increased workload. She furthered
that the admnistration had been naking every effort to
utilize nore online and technol ogy based support to manage
the workload and that it believed that the requested funds
woul d hel p the division nmanage the workload. She discussed
line 3 of the summary and indicated that OVB was requesting
$187,500 in program receipts under the DOA s Division of
Motor Vehicles (DW); this item was associated wth
centrally issued drivers licenses and identification cards.
She explained that the DW had been working hard to
increase security to reduce fraud and |imt identity theft
and relayed there had been challenges regarding the state's
drivers licenses and identification cards; the centrally
i ssued process would greatly enhance the admnistration's
ability to make those docunents secure.

Ms. Rehfeld continued to speak to the operating anmendnent
summary and indicated that the item on line 4 corrected a
m stake. She explained that $155,000 in General Funds had
m st akenly been reduced in the Decenber budget, even though
the decrenent had already taken place; OVMB did not want to
apply the sane reduction twice to the Alaska Energy
Aut hority. She stated that line 5 was for the correctiona

officers and related that every conponent that had persona

services contained an adjustnent for the cost of the
correctional officers in the Departnment of Corrections

budget. She spoke to line 6 and related that it was a
request for the Departnent of Education and Early
Devel opnent's (DEED) M. Edgeconbe boarding school; the
item was associated wth dormtory-mnagenent contract
costs. She shared that there had been a significant
increase in the dorm nmanagenent contract from FY13 into the
FY14 budget. She explained that OVvB had been working wth
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DEED to attenpt another option to address the increased
costs, but that the departnent had been unable to absorb
the noney for dorm managenent; OMB was requesting $305, 000
for the itemon line 6.

2:01: 27 PM

Ms. Rehfeld continued to discuss the operating amendnent
summary. She stated that lines 7 and 8 for the Departnent
of Health and Social Services (DHSS) were associated wth
t he pioneer hones' increases in food service, laundry, and
janitorial contracts; the requests were also in the FY13
suppl emrental. She addressed the item on line 9 for the
Al aska Psychiatric |Institute that was associated wth
$350, 000 in statutory-designated program receipts; the item
was based on the hospital daily rates for Medicare. She
explained that the item would help the institute offset an
increase in the cost of providing service to Medicare
patients. She discussed the item on line 10 for DHSS for
security inprovenents at the anchorage regional office
building and noted that there was also a supplenental

request before the commttee; the item represented funding
for the continuation work of security inprovenents to
address safety issues. She spoke to the itemon line 11 for
DHSS and relayed that it was associated with the federa

unrestricted authorization that made the departnent
eligible to receive paynents under the Children's Health
| nsurance Program the item would allow the departnment to
continue to receive the funds.

Ms. Rehfeld continued to speak to the operating anmendnent
summary and related that the itemon line 12 was a fornul a
item for foster-care rate adjustnents; this was associated
with a recently conpleted foster-care rate study, through
which it was determned that OVB needed to increase the
rates. She pointed out that there had also been a court
case regarding the foster-care rates and that OVB was
requesting $2.6 mllion for line 12, of which $2.11 mllion
were unrestricted General Funds. She pointed to the item on
line 13 and shared that it was the nandated Title IV
participation rate change, which resulted in a decrease of
$2.5 mllion in General Funds and an increase of $2.5
mllion in the governor's budget. She discussed the item on
line 14 and expl ained that the previously nentioned foster-
care rate adjustnent also applied to subsidized adoptions
and guardi anshi ps; the same rate study also applied to this
conponent. She stated that l|line 14 showed an increase of
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$1.85 mllion, of which $1.11 mllion was unrestricted
General Fund.

Ms. Rehfeld continued to speak to the operating anmendment
summary and pointed to the item on line 15, which
represented a proposed structural change; OMB  was
requesting the authority to have the work services funding
remain in DHSS and have that departnment nanage the program

She explained the in the past, there had been a
rei nbursabl e service agreenent with the Departnent of Labor
and Wor kf or ce Devel opnent (DLVD) , but t hat t he

adm ni stration believed that it would be nore efficient and
result in less overhead cost if DHSS retained the funding
and did the work. She pointed out that there was a request
to transfer the positions from DLWD to DHSS and that the
i nner-agency receipt authorization in the DLW s budget
woul d be deleted; itens 15 through 20 were all related to
the transfer of the positions.

2: 06: 52 PM

Ms. Rehfeld continued to address the operating anmendnent
summary and spoke to the itemon line 21, which was for the
Departnment of Public Safety (DPS). Line 21's request was
for rural-trooper housing and was associated with Genera
Fund program receipts for rental income for rural housing;
the rates received a COLA every year. She pointed out that
there had also been increases in rural-housing |ocations
and that OVB was requesting $500,000 for the rental
receipts on line 21; the receipts would be used for the
mai nt enance of the facilities. She directed the commttee's
attention to the item on line 22 that was for DPS; the
request was for $163,800 in General Funds to inplement a
radio dispatcher <class study that had recently been
conpleted. She stated that Iline 22 would affect 43
positions, which would be shifted from radio dispatch to
energency services dispatchers. She spoke to lines 23 and
24 and related that both itens were associated with the
Al aska Permanent Fund Corporation (APFC). She expl ained
that line 23 was requesting $130,000 in APFC receipts for
the corporation's professional services and contractual
cost increases and that line 24 was requesting $198,000 in
APFC receipts for the conpensation plan that the Permanent
Fund used for its enpl oyees.

Ms. Rehfeld continued to discuss the operating anmendnment
summary and discussed the itemon line 25. She relayed that
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on the fiscal summary, OMB had highlighted the anount of
per manent funds that were needed for inflation proofing, as
well as for the Permanent Fund Dividend (PFD) cal cul ation

OMB updated this nunber based on the nonthly statenment that
it received from APFC. She stated that line 25 showed a $4
mllion adjustnment to the OVB' s Decenber projections and
that there would be another adjustnment in the new fiscal
summary on the enacted budget; the anendnent also nade a
technical correction in the |anguage section of the budget.
She spoke to the itemon line 26 and related that it was a
request for $1.75 million associated with redistricting;
this item plus the carry forward that was discussed when
reviewi ng the supplenental would provide about $2 mllion
for the redistricting board's activities from the current
year until 2015. She concluded that OVB was requesting a
mul ti-year operating itemon |ine 26.

2:09:55 PM

Ms. Rehfeld continued to address the operating anmendment
summary and stated that the itemon line 27 was a reduction
of $17.3 mllion for debt service; the reduction was a
change based on DOR s current estimtes of the general
obligation bond debt service and reflected a revised
projection that would save the state $17.3 nmillion in debt-
service costs. She stated that the item on line 28 was a
correction that she had nentioned during a previous
overvi ew hearing. She explained that the governor had been
clear that his intention was to provide an additional
$125,000 to capitalize the Sustainable Energy Transni ssion
and Supply Developnent Fund (SETS). She relayed that
al though it was reflected on OVB' s Decenber fiscal summary,
the actual transaction had not been in the bill; the item
on line 28 represented the |anguage that would actually
make the appropriation from the Alaska Housing Capital
Corporation Fund into the newy established SETS. She
di scussed the final itemon line 29 and related that it was
associated with an adjustnment to the anount of receipts
under the 1 cent surcharge for the QI and Hazardous
Substance Release Prevention and Response Fund; t he
estimate had been $1.9 nmillion, but was now $1.1 mllion.
She concluded that line 29 showed an $800, 000 reduction in
that fund transfer.

Representative WIson inquired how many dormtories M.
Edgeconbe <currently had. M. Rehfeld replied that she
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believed there were 3, but offered to confirm the nunber
wi th the DEED.

Representative WIlson pointed out that the contract totaled
$141,000 per nonth and inquired if there had been any
di scussion regarding the costs being high. M. Rehfeld
replied that the departnent would be better suited to
answer, but that the contract had been conpetitively bid.
She added that DEED had worked hard on the contract, which
i ncluded coverage of the dorns 24 hours a day 7 days per
week. She offered to have the departnment get back to the
committee with a response.

Representative WIlson inquired how many contracts had
returned from the conpetitive bidding. M. Rehfeld agreed
to supply the requested information.

Co-Chair Stoltze spoke to the item on Iline 3 of the
operating anendnment summary, which dealt wth driver's
licenses. He inquired if the admnistration had considered

fixing all the driver's license issues in one step by
removing the item from the supplenental and attaching it as
a fiscal note to Representative Lynn's bill. M. Rehfeld

responded that she was unable to answer, but offered that
t he departnent woul d be happy to discuss the issue.

Co-Chair Stoltze thought that the itemon line 3 should be
removed until the conmmttee received a nore definitive
answer . Co- Chai r Aust er man responded t hat Co- Chai r
Stoltze's thoughts were duly not ed.

2:14:12 PM

Representati ve Thonpson spoke to line 24 of the anmendnent
summary. He acknowl edged that the Permanent Fund shoul d
have the best nmanagers, but noted that the APFC s enpl oyees
were paid nore than normal state enployees. He conceded
that paying the APFC enpl oyees nore m ght be prudent given
the inportance of the Permanent Fund, but expressed concern
that the disparity in pay was causing vacancies in other
departments because APFC was offering a higher pay for the
sane type of work. M. Rehfeld acknow edged that APFC
enpl oyees were exenpt and that its board established the
corporation's conpensation schedul e and package. She noted
that that there were also concerns regarding whether the
pay for the state treasury nmnagers was conparable to that
of the managers of Permanent Fund and observed that OVB had
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a discussion about the issue every tine APFC sought
additional funding for its conpensation plan; however, the
request seened appropriate for the current situation.

Co-Chair Austerman inquired if the request on line 24 was
for staff and not for contracts. Ms. Rehfeld replied in the
affirmative.

Representative Gara observed that APFC did not have the
same incentive built into it to hold down costs as the
| egi sl ature and the governor did, which were dealing with
revenues. He nmused that he was unsure if the APFC enpl oyees
were being treated fairly or if the other exenpt state
enpl oyees were being treated unfairly, but suspected that
there was a |arge gap between the raises inside of APFC and
the rai ses for exenpt enployees in state governnent.

Co-Chair Stoltze inquired if Representative Gara was
ref erenci ng classified or exenpt state enpl oyees.
Representative Gara responded that he was referencing the
enpl oyees who the admi nistration raised salaries on.

Representative Gara inquired who was on the Pernmanent Fund
Board from the admi nistration. M. Rehfeld believed that
there were two nenbers from the admnistration on the
Per manent Fund Board, but deferred the question to M.
Achee. She added that the State of Alaska had a dynamc
classification and pay structure that included classified,
totally exenpt, partially exenpt status, as well as the
i ndependent corporations; furthernore, there were nunber of
conplexities involved with each type. She concluded that a
lot of the same concerns had been discussed during the
formul ati on of the Decenber budget, but that through nore
di scussion with APFC, OMB thought it was appropriate to
bring the anendnment forward.

2:18: 04 PM

LAURA ACHEE, DI RECTOR, COVMUNI CATI ONS AND ADM NI STRATI ON,
ALASKA PERVANENT FUND CORPORATION, replied that she was
unaware of an influx of staff from other departments into
the APFC, noreover, she could site several staff nenbers
who had left APFC to go to other state departnents. She
pointed out that when APFC did the market salary surveys
that helped set the pay for its investnent officers, it
| ooked at other public sector investnent officers in
simlar institutional investnent funds across the U S. and
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did not ook at private sector investnent officers; in this
regard, APFC was attenpting to get a very conparable scale
regarding its pay. She related that APFC s HR officer took
into great account what other State of Al aska agencies were
payi ng regar di ng such positions as account ant s,
adm nistration, and I T staff. She believed that there was a
perception that APFC staff were nore highly conpensated
than enpl oyees of other state agencies, but asserted that
this perception was incorrect. She conceded that sone APFC
staff had come from other state agencies, but that the
reverse was al so true.

Ms. Achee requested a rephrasing of the Representative
Gara's question. Representative Gara responded that what he
really wanted to know was whether the extent of the raises
was in the 3 percent, 10 percent, or 15 percent range. Ms.
Achee replied that there was a salary managenent plan that
showed anything froma O percent to 7 percent increase that
was based on nerit. She related that the 7 percent raises
were incredibly rare and that the raises tended to be nore
in the 3 percent to 5 percent range. She offered that a 3
percent to 5 percent raise was conparable to a step
i ncrease in other state agenci es.

Ms. Achee related that APFC had to cone forward for staff
fundi ng because it was a snaller agency with only 38 staff.
She shared that whereas other state agencies were able to
manage the paynent of their step increases wthin vacancy
rates, APFC was too small to do so; therefore, APFC had to
cone forward for funding in its personal services line to
make the paynents. She recalled that in past APFC did not
always receive the increment for pay increases and
remenbered that the nost recent APFC nenber who went to
anot her agency did so on a year that increases were not
pai d; the enployee had felt there had been a pronise nmade
when they were hired regarding yearly increases based on
nerit and they had left for another state agency. She
pointed out that the itemwas inportant for APFC to recruit
and retain the best enployees it could and that in order to
do so, it needed to pay conpletive wages and keep its
promses to enployees that their efforts would be
recogni zed.

Representative Thonpson inquired the APFC enployees who
received nerit raises would also receive a step increase

Ms. Achee replied that APFC was conpletely separate from
the State of Alaska and that the nerit increases that it
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paid were what would correspond to a step increase that a
regul ar state enpl oyee woul d receive.

2:22:25 PM

Ms. Achee responded to an earlier comment by Representative
Gara regardi ng APFC not having the sane pressure to control
costs as other state entities, but believed that was not
true. She pointed out that during her tenure at APFC, there
had been a nunber of increnents that had cone before OVB
and the |egislature that had been denied. She relayed that
APFC worked hard to control costs within its budget wth
the recognition that noney that was spent was not going
towards the PFD. She recalled that a year or two prior,
M ke Burns had had answered a question in conmttee
regardi ng how APFC approached the costs of managing the
Per manent Fund. She renenbered that M. Burns had stated
that APFC would not approach the managenent of the fund
from a position of trying to achieve the |owest possible
costs because doing so would result in the |owest returns
and performance. She shared that APFC was seeking to find a
bal ance between what it was spending and what it was
getting in return; APFC was always mndful that it was
managi ng t he peopl e's noney.

Co-Chair Stoltze had a difficult time believing that APFC
had a daily obsession with anmount of the PFD

Co-Chair Austerman inquired if the $198,000 request on |ine
24 would be used to hire staff or whether it was only for
merit increases. Ms. Achee replied that it was tied to the
estimated cost of providing nerit increases for the 38
staff within the APFC. She added that nerit increases and
new staff were nanaged on the sane line and that there had
been years where APFC had enpty positions because it did
not have enough in the line to pay for new staff.

#
ADJ QURNVENT

2:25:27 PM

The neeting was adjourned at 2:26 p. m
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