1: 34: 54 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
February 6, 2014
1:34 p. m

Stoltze called the House Finance Conmittee neeting

to order at 1:34 p.m

VEMBERS PRESENT

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

VEMBERS ABSENT

None

ALSO PRESENT

Al an Aust erman, Co-Chair
Bill Stoltze, Co-Chair
Mar k Neuman, Vice-Chair
M a Costello

Bryce Edgnon

Les Gara

David Guttenberg

Li ndsey Hol nes

Cat hy Munoz

St eve Thonpson

Tamm e W1 son

Karen Rehfeld, Director, Ofice of Managenent and Budget,
Ofice of the Governor; Mary Siroky, Director, Division of
Adm ni strative Services, Departnment of Transportation and
Public Facilities; Mchael Ceraghty, Attorney GCeneral,

Department of Law, Dave Bl aisdell, Director, Admnistrative
Services Division, Departnent of Law.
SUMVARY
HB 266 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 266 was HEARD and HELD in commttee for
further consideration.
HB 267 APPROP: MENTAL HEALTH BUDGET
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HB 267 was HEARD and HELD in committee for
further consideration.

HB 299 SUPPLEMENTAL/ CAPI TAL/ OTHER APPROPRI ATI ONS

HB 299 was HEARD and HELD in conmmttee for
further consideration.

FY 14 SUPPLEMENTAL BUDGET OVERVI EW OFFICE OF MANAGEMENT
AND BUDGET

FY 15 BUDGET OVERVI EW DEPARTMENT OF LAW

#hb299
HOUSE BI LL NO. 299

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

1: 35: 28 PM

AFY 14 SUPPLEMENTAL BUDGET OVERVI EW OFFI CE OF MANAGEMENT
AND BUDGET

1: 35: 37 PM

KAREN REHFELD, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
CFFICE OF THE GOVERNOR, presented an overview of the
suppl emental bill. She spoke to 2 supporting docunents: the
FY15 supplenental spreadsheet and the FY15 suppl enental
summary (copy on file). She shared that the suppl enental
bill totaled $53,370,100; less than $1 million was specific
to agency operations $8 nmillion was specifically related to
fire suppression activities and disaster relief funding, $2
mllion was for settlenents and judgnents, and $2.4 mllion
was for energency repairs that had not been eligible for
di sast er fundi ng.

1: 37: 28 PM

Ms. Rehfeld spoke to Page 1, line 2 of the spreadsheet:

Department of Adm nistration
O fice of Public Advocacy
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Casel oad Capacity and Appel | ant Backl og

Fundi ng to acconmpdate case |oad increases and address
t he appel |l ant backl og. The inpact of this suppl enental
i s being considered for a FY2015 budget amendnent.
General Fund

$193.0

Ms. Rhefeld continued to Line 3:

Department of Adm nistration

Publ i ¢ Def ender Agency

Casel oad Capacity and Appel | ant Backl og

Funding to address case load increases and the
appel  ant backl og. The inpact of this supplenental is
bei ng considered for a FY2015 budget anendnent.

General Fund

$650. 0

1: 38: 48 PM

Ms. Rehfeld spoke to Line 4:

Departnment of Mlitary and Veterans Affairs

Al aska Mlitary Youth Acadeny

Repl ace Unavail abl e Receipt Authority for

Al aska St ate Enpl oyees Association One- Tine Paynent
The Alaska Mlitary Youth Acadeny (AMYA) does not
receive nor is able to request federal or interagency
receipts fromthe U S. Departnent of Defense Chall eNGe
grant or through the Alaska Departnment of Education
and Early Developnment formula funding. The one-tinme
$755 lunp sum paynent was nmade to Ceneral Government
Unit enployees in the second pay period of August
2013. This is a one-tine request.

General Fund

48. 0

| nt er agency

Recei pts

(24.9)

Federal Receipts

(23.1)

1:39: 21 PM

Ms. Rehfeld continued to Slide 5:

Departnent of Natural Resources

House Fi nance Conmmittee 3 02/06/14 1:34 P. M



Fire Suppression Activity

FY2014 Fire Activity

This request provides general funds for expenditures
incurred under the Declaration of D saster Energency
process for the fall 2013 fire season. Additional
aut horization for this purpose is requested each year
due to the unpredictable cost of each fire season.
General Fund

$22,769. 4

1:40: 14 PM

Ms. Rehfeld spoke to lines6, 7, and 8:

Depart ment of Revenue

Treasury Division

| nvest nent Managenent of Public School Trust Fund

| nvest ment nmanagenent fees are charged as a percent of
the market value of invested assets under managenent.
Mar ket fluctuations affect the value of the assets and
therefore the anount of the nanagenent fees. This
amount covers the costs for the remminder of FY2014.
This is a one-tinme request.

Public School Trust Fund

$19.0

Depart ment of Revenue

Treasury Division

| nvest nent Managenent of Retiree Health

| nsurance Fund/ Long Ter m Care Managenent

| nvest nent nanagenent fees are charged as a percent of
the market value of invested assets under managenent.
Mar ket fluctuations affect the value of the assets and
therefore the anpbunt of the nanagenent fees. This
anount covers the costs for the remainder of FY2014.
This is a one-tinme request.

Retiree Health I nsurance Fund/ Long Term Care

$7.0

Depart ment of Revenue

Treasury Division

| nvest nent  Managenent of Power Cost Equalization
Endownent Fund

| nvest nent managenent fees are charged as a percent of
the market value of invested assets under nmanagenent.
Mar ket fluctuations affect the value of the assets and
therefore the anobunt of the managenent fees. This
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Ms.
with

1: 41

anmount covers the costs for the renmai nder of FY2014.
This is a one-time request.

Endownent Fund

$16.0

Rehfeld spoke to capital supplenental itenms. She began

Page 2, line 11:

Depart ment of Conmmer ce, Communi ty, and Econom c
Devel opnent

Capi t al

Inter-Island Ferry Authority

This funding is designed to assist the Inter-Island
Ferry Authority in providing daily service between
Ketchikan and the Prince of Wiales Island given
current revenue and expenditures. These funds are not
intended to be provided annually but considered as
needed to continue this vital service.

General Fund

$500. 0

151 PM

Ms. Rehfeld continued to Line 12:

Li ne

Department of Transportation and Public Facilities
Capi t al

Nort hern Regi on Enmergency Flooding D saster May 2013
Repair danmaged areas, due to flooding and ice |jans,
which resulted 1in substantial damage to public
infrastructure. These projects are not eligible for
rei nbursenent from the Federal Hi ghway Adm nistration
or the Federal Energency Managenent Agency.

General Fund

$2,408.1

Rehfeld discussed the |anguage section beginning on
16:

Depart ment of Environnmental Conservation

Capi t al

Reappropri ate bal ances from sever al smal | er
muni ci palities' water and sewer projects that have
been conpl eted under budget, stalled, or canceled. The
unexpended and unobli gated bal ances, estimated to be a
total of $3,358,421, of the follow ng appropriations,
are reappropriated to the Departnment of Environnenta
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Conservation for Village Safe Witer and Wastewater
Infrastructure Projects and Technical Assi st ance,
First Time Service Projects.

Federal Receipts

2,517.7

CGeneral Fund Match

200.0

Al aska Housi ng Fi nance Corporation Receipts
640. 7

Ms. Rehfeld spoke to Line 17:

Departnment of Environnental Conservation

Capi t al

Scope Change: Secl Chl7 SLA2012 Pl114 L5 Haines -
Barnett and Tower Road Water Tank Replacenent and
I nfrastructure | nprovenents

This will allow roof replacenent at the Tower Road
tank using excess funds appropriated for the Barnett
tank replacenment which is anticipated to be conpleted
under budget.

General Fund

Ms. Rehfeld continued to Line 18:

Department of Health and Social Services

Capi t al

Reappn: Secl3 Ch29 SLA2008 P149 L14

Reappropriation for Eligibility Information System
Repl acenent

This will further the devel opnent of the replacenent
of the eligibility system for the State's welfare
progranms. The unexpended and wunobligated bal ance,
estimated to be $81,232, of the appropriation nmade in
sec. 13, ch. 29, SLA 2008, page 149, lines 14 - 17
(Departnent of Health and Social Services, Evaluate
Eligibility Informati on System

Alternatives, Phase 2 - $864,300), is reappropriated
to the Departnment of Health and Social Services for
eligibility informati on system repl acenent.

Federal Receipts

66. 4

General Fund

14. 8

1:44: 06 PM
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Ms. Rehfeld continued to Lines 19 and 20:

Departnent of Law

Deputy Attorney Ceneral's Ofice

Judgnents and Settlenents

Actual judgnment and settlement costs received as of
February 3, 2014.

General Fund

$1,570. 2

Departnent of Law

Deputy Attorney Ceneral's Ofice

Judgnents and Settlenents

Actual judgnent and settlenent costs incurred in the
fiscal year ending June 30, 2014 but not yet included
in the previous subsection.

General Fund

1:44: 55 PM

Ms. Rehfeld directed conmmttee attention to Page 4, |ines
21 through 24:

Departnment of Mlitary and Veterans Affairs

Capi t al

Reappn: Secl Chl6 SLA2013 P70 L9

Reappropriation for Alcantra Facilities Projects

This Arny Guard Facilities Projects allocation wll
provi de needed capital inprovenent projects at the
Al cantra Arnory. The original project wll be
conpleted using US. Arny active duty resources that
do not flow through the state budget.

The unexpended and unobligated balance of t he
appropriation nade in sec. 1, ch. 16, SLA 2013, page
69, lines 23 - 24 (Arny Quard Facilities Projects -
$5, 589, 000), and allocated on page 70, lines 9 - 10
(Fort Greely - Covered Shelter Buildings - $350,000),
estimated to be $350,000, is reappropriated to the
Department of Mlitary and Veterans' Affairs, Arny
Guard Facilities Projects, and allocated for Alcantra
Facilities Projects.

General Fund

Department of Mlitary and Veterans Affairs
Capi t al

Reappn: Sec7 Chl7 SLA2012 P166 L28
Reappropriation for Eielson Covered Storage
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A reappropriation of the original appropriation wll
provi de needed protection of assets for the 168th Wng
at Eielson Air Force Base. The original purpose of the
appropriation is no longer necessary because The
STARBASE pr ogram has been di sconti nued.

The unexpended and unobligated balance of t he
appropriation nmade in sec. 7, ch. 17, SLA 2012, page
166, lines 28 - 30 (Mwe and Renovate STARBASE
Building - $195,000), estimted to be $195,000, is
reappropriated to the Departnment of Mlitary and
Veterans' Affairs for covered storage for the 168th
Wng at Eielson Air Force Base.

General Fund

Departnment of Mlitary and Veterans Affairs

O fice of the Conm ssioner

Arbitration Settlenment - ASEA v. SCA, DWA, AMYA

The sum of $111,328 is appropriated from the genera
fund to the Department of Mlitary of Veterans’
Affairs, Ofice of the Conm ssioner, for the purpose
of paying judgnents and settlenments for the fiscal
year endi ng June 30, 2014.

General Fund

$111.3

Ms. Rehfeld spoke to Page 5, |ine 24:

Depart ment of Natural Resources

Fire Suppression Activity

FY2014 Projected Spring Costs for WlIldland Fire
Protection

Addi tional authorization for this purpose is requested
each year due to the unpredictable cost of each fire

season. It is difficult to predict the anount
necessary for spring 2014 fire suppression activity.
The estimate of $5.0 million will be adjusted based on

costs incurred through June 30, 2014.
General Fund
$5, 000. 0

1:46: 26 PM

Ms. Rehfeld continued to Line 25:

Department of Transportation and Public Facilities
Central Design and Engi neering Services
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Settlement and Legal Fees Related to Od Quinhagak
Airport Litigation

In Novenber 2013 (FY2014), a legal settlenment of
$100.0 was negoti ated. Associated |egal fees anpbunt to
$64.6 for a total cost of $164.6 related to the Ad
Qui nhagak Airport litigation. The sum of $164,617 is
appropriated from the general fund to the Departnent
of Transportation and Public Facilities, office of the
conm ssi oner, for the purpose of paying costs
associated with Od Quinhagak Airport litigation for
the fiscal year ending June 30, 2014.

General Fund

$164. 6

Ms. Rehfeld related the request on Line 26:

Ofice of the Governor

Fuel Branch-w de Unal | ocat ed

Amend: Sec22(e)(2) Chl4 SLA2013 P75 L29

Amend Fuel Allocation Percentage

This wll increase the University of Al aska' s fuel
trigger cap of 10% of the total appropriated plus or
m nus three percent to 15% of the total plus or mnus
three percent to cover an anticipated $1.6 nillion
shortfall for fuel and utility costs. The governor
shall allocate ampbunts appropriated in (a) and (b) of
this section as foll ows:

(2) to the University of Alaska, 15 [10] percent of
the total plus or mnus three percent.

1: 48: 24 PM

Ms. Rehfeld stated that Lines 27 and 28 related to debt
servi ce:

Debt Service

Ceneral Obligation

Anmend Sec25(h) Chl4 SLA2013 P81 L31 through P82 L22
Fund Source Change for Series 2010AB

Federal reinbursement for eligible state bonds has
been reduced by 8.7% in FY2014. Ceneral obligation
bonds series 2010A and 2010B federal reinbursenents
were reduced by a total of $414, 540.

General Fund 414.6

Federal ARRA

Debt Service
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Ceneral Obligation

Amend Sec25(h) Chl14 SLA2013 P81 L31t hrough P82 L22
Series 2013 Federal Reinbursenent Eligibility

CGeneral obligation bond series 2013A is eligible for
federal reinbursenent, but this funding source was not
i ncluded in the FY2014 operating budget.

CGeneral Fund

(430.1)

Federal ARRA

430. 1

1:49: 07 PM

Ms. Rehfeld spoke to Lines 29 and 30:

Debt Service

| nternational Airport Revenue Bonds

Repeal and reenact Sec25(i) Chl4 SLA2013

P83 L4

Debt Service Fund Source Changes

This changes fund sources relating to FY2014
| nt er nati onal Airport debt service in order to
increase the anobunt of Passenger Facility Charges
(PFC) currently approved, and to change the federal
subsidy funding code from federal receipts (1002) to
federal stimulus:

ARRA 2009 (1212).

As with previous supplenental requests in years’ past,
this request wutilizes amounts deemed by AIAS as
surplus and available in order to help mnimze the
anount of revenue needed to be collected from airport
custoners while neeting debt service coverage ratios
requi red under the bond resolution rate covenant.

| nternational Airports Revenue Fund

(1, 962. 6)

Passenger Facility Charges

2,000.0

Federal Receipts

(429. 8)

Federal n ARRA

392. 4

Debt Service

I nternational Airport Revenue Bonds
Amend Sec25(n) Chl4 SLA 2013 P83 L3
Early Redenpti on Fund Source Change
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In review of 2014 activity for its Optional Bond
Redenption plan which was initiated in 2010, the
Al aska International Airports System (Al AS) determ ned
the use of International Airports Revenue Fund as the
funding source for the full anount of FY2014
redenptions provided nore optimal benefit in context
of updated capital inprovenent program needs and debt
managenent than does the partial funding fromthe Al AS
Construction Fund.

I nternational Airports Revenue Fund

23,000.0

I nternational Airports Construction Fund

(23, 000. 0)

1:49: 35 PM

Ms. Rehfeld continued to Line 31:

Fund Capitalization

Di saster Relief Fund

Recovery Efforts fromthe 2013 Spring Fl ood Di saster
The sum of $19,961,480 is appropriated from the
gener al fund to the disaster relief fund (AS
26.23.300(a)).

General Fund

$19, 961.5

1: 50: 07 PM

Ms. Rehfeld turned to Page 7, |ine 32:

Fund Capitalization

Di saster Relief Fund

Potential Disaster Relief Efforts

This |anguage provides authorization for actual
di saster relief costs incurred in the fiscal year
endi ng June 30, 2014 but not included in secl4(a) of
t he Governor's suppl enment al bill. The anount
necessary, after application of t he anount
appropriated in (a) of this section, to pay for
di saster activities is appropriated from the general
fund to the disaster relief fund (AS 26.23.300(a)),
subject to AS 26.23.020 and 26.23.025, for the fisca
year endi ng June 30, 2014.

General Fund
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Ms. Rehfeld stated that Line 33 began the 1list of
ratifications, which were listed at the end of the summary
Lines 41 through 52. She said that the ratifications were
for term nated appropriations, for pri or year over
expendi tures, where federal funds were unrealizable or a
cost was disallowed; the allowance of the ratification
would allow for the zero balancing of the appropriations.
She shared that the description of the ratification would
indicate the fiscal year the appropriation cane from

1:51: 59 PM

Ms. Rehfeld backtracked to Lines 34 through 36:

Lapse of Appropriations

The appropriations nmade by secs. 6, 7, 9(a) and 9(b)
of this Act are for capital projects and |apse under
AS 37.25. 020.

Lapse of Appropriations
The appropriations nmade by sec. 14 of this Act are for
the capitalization of a fund and do not | apse.

Ef fective Date
This Act takes effect April 20, 2014.

1: 52: 45 PM

Representative WIson asked about a major fire in Fairbanks
in 2014 that was caused by another entity. She wondered
whet her the state was recouping the costs of the fire from
the responsible party. Me. Rehfeld replied in the
affirmati ve. She added that the mmjority of the fire had
been on federal |and and the costs were being recouped from
t he federal governnent.

1:53:19 PM

Representative WIson asked about the private |and. M.
Rehfeld reiterated that funds were being recouped from the
f ederal government.

1:53: 32 PM

Co-Chair Stoltze spoke to fire concerns in his area. He
asked whet her discussions had occurred with the Departnent
of Natural Resources (DNR) concerning possible fire issues.
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Ms. Rhefeld said yes. She furthered that DNR could speak to
their concerns and their gane plan to mtigate risk and
train | ocal crews.

1:55:12 PM

Co- Chair Austerman understood that the item on Line 11 had
been in the FY14 and FY15 budget requests. M. Rehfeld
responded in the affirmative; it had not been the intent to
make the request an annual operating expanse to the state,
but it had been recognized that the ferry provided a vita
service to Prince of Wuales Island. She said that if the
authority could not provide the service, the Al aska Marine
H ghway System (AVHS) woul d bear the burden, which would be
costly and conplicated. She shared that the authority had
made significant nodifications to its operations to be able
to operate without state assistance.

1: 56: 48 PM

Co-Chair Austerman noted that the request had been turned
down the prior year. He recalled from conversations the
previous year that the authority had been providing 7-day
per week service to Prince of Wales Island from Ketchikan.
He thought that costs could be | owered by reducing service.
He expressed di sappointnment with seeing the request in the
budget again, particularly since Kodiak received service
tw ce per week and was happy with the service. He wanted to
see something from the authority that showed they were
controlling costs. M. Rehfeld explained that part of the
challenge was stability issues with the AMHS providing
statewide service with an aging fleet. She asserted that
the authority was trying to generate enough revenue wth
the one run to Kkeep sailing. She explained that the
adm nistrations concern was the degree that the state,
t hrough AMHS, would need to reinstate any service that the
authority was unable to provide.

2: 00: 23 PM

Representative Gara spoke to a controversial runway at the
Anchorage airport. He wondered if the state were to ask the
city to pause the project would the state be paid a
dividend or would the airport noney stay inside the
airport. Ms. Rehfeld deferred the question to the
Depart ment of Transportation and Publ i c Facilities
(DOT&PF). She wunderstood that the master plan for the
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runway had been a required docunment that wupdated their
annual plan, whether or not they intended to nove forward
with the plan was uncertain.

2:02: 30 PM

Representative Gara guessed that the airport was spending
mllions of dollars on community neetings and design
di scussions. He hoped the governor would |ook at whether
this was a wi se use of noney. He queried whether the fund
could be put back into the general fund. Ms. Rehfeld stated
that the funds were a conponent of the general fund but
were separate. She deferred the question to the departnent.

2:03:35 PM

Vice-Chair Neuman spoke to Line 12. He question why the
request was being nade again. He referred to a previous
conversation with Conmm ssioner Kenp, which had led himto
understand that DOT&PF had the funds for projects already
within its budget. Ms. Rehfeld deferred the question to the
conmi ssi oner of DOT&PF.

2:05:47 PM

MARY SI ROKY, DI RECTOR, DI VISION OF ADM NI STRATI VE SERVI CES
DEPARTMENT OF TRANSPORTATION AND PUBLIC  FAC LI TIES,
i ndi cated that Comm ssioner Kenp had been speaking to his
operating budget needs, while this request was a capital
budget request for the funding for the actual repairs. She
asserted that the comm ssioner worked to clear aval anches
and patch pot holes wi thout asking for additional operating
budget suppl enent al s.

2:06: 47 PM

Representative Gara reiterated his question about the
redistribution of funds for the airport expansion. M.
Siroky replied that the Federal Aviation Admnistration
required that revenue generated from the airport had to be
spent at the airport.

Representative Gara inquired if the state supported the
airport with any general funds. Ms. Siroky replied no.

Representative Gara inquired whether there was ever a
review by the departnment to see assess whether funds were
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bei ng spent appropriately. M. Siroky responded that one of
the highest priorities of the comm ssioner was to assure
that projects were examned and were shelf ready so that
fundi ng was spent where there was the greatest need.

2: 09: 56 PM

Co-Chair Austerman understood that the |egislature had
gi ven DOT&PF the authority to transfer unused fund from one
project to another w thout com ng before the |egislature
for approval.

2:10:17 PM

Representative Gara said that he had heard concerns that
projects were being conpleted, even though they did not
need to be conpleted, just to assure that the departnment
spend the available general fund noney. He expressed
concern that the departnment was spending noney "just
because it was there", rather than because it needed to be
spent. M. Siroky contended that the departnent spent its
noney as W sely as possi bl e.

2:11:14 PM

Representative Holnmes conmented that the departnent had
done a good job reaching out to the comunity concerning
the potential airport expansion project.

2:12: 35 PM

Representative Costello asked about how other states
addressed the need for fire suppression. She wondered if
there was an alternative way the state could acconmpdate
the fire suppression portion of the budget. M. Rehfeld
responded that all western states were westing with the
i ssue. She said that there were other approaches that could
be consi der ed.

2:14: 08 PM

Representative WIson spoke to the ratifications for the
Department of Labor. She wondered whether only a part of
the request should be honored, |eaving the departnment to
take responsibility for the rest of the m stake.

2:15: 00 PM
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Ms. Rehfeld stated that the ratification itens had already
occurred in the fiscal year reflected in the back up for
each item She said that there were no additional general
funds bei ng approved for the itens.

2:16: 02 PM

Representative Wl son asked if the noney had been paid, was
it paid by the departnent or the general fund. M. Rehfeld
stated that they were over-expenditures that were unknown
at the tinme; they were accounting transactions that had
al ready occurred and needed to be zeroed out in order to
bal ance the ol d accounts.

2:17: 09 PM

Co-Chair Stoltze related a story that illustrated the point
of ratifications.

Representative WIson asserted that she was |ooking for
accountability.

HB 299 was HEARD and HELD in commttee for further
consi derati on.

2:18:35 PM
AT EASE

2:26: 09 PM
RECONVENED

#hb266
#hb267
HOUSE BILL NO. 266

"An Act making appropriations for the operating and
| oan program expenses of state government and for
certain prograns, capitalizing funds, and nmaki ng
reappropriations; meking appropriations under art. |X
sec. 17(c), Constitution of the State of Al aska, from
the constitutional budget reserve fund."

HOUSE BI LL NO. 267

"An Act making appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conpr ehensi ve nmental health program”
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2:26:16 PM

AFY15 BUDCGET OVERVI EW DEPARTMENT OF LAW

2:26: 21 PM

M CHAEL CERAGHTY, ATTORNEY GENERAL, DEPARTMENT OF LAW
began the PowerPoint presentation, "Departnent of Law FY15
Budget Overview." He spoke to Slide 2:

M ssi on:

The Al aska Departnent of Law prosecutes crinme and
provides legal services to state governnment for the
protection and benefit of Alaska s citizens.

Core Services

e Protecting the safety and financial well-being of
Al askans

» Fostering conditions for responsible devel opnent
of our natural resources

* Protecting the fiscal integrity of the State of
Al aska

« Pronoting good governance

M. Geraghty turned to Slide 3, which contained a
departnental organizational chart outlaying the three
divisions: Crimnal, Adm nistrative Services, and G vil.

M. Geraghty spoke to Slide 4, which listed the FY15
operating budget requests by division. The departnent woul d
be taking a b5percent reduction in general funding from
FY14.

M. Geraghty continued to Slide 5, which contained a bar
graph showing the percentage of the total departnent's
budget by fund group. The percentage of general funds
(UGF&DGF) in the Departnent of Law s budget was 64 percent
in FYO6 and is 68 percent in the FY15 governor's request.

2:28: 55 PM

M. Ceraghty spoke to Slide 6, "Key Statistics.”" The slide
listed planned personnel reductions, the bulk of which
would be the loss of 6 attorneys and 1 law office
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assistant. The attorneys were divided between the crimna
and civil division and three of the positions were
currently vacant. He thought that remaining attorneys could
wor k across di vi si ons.

2:31:41 PM

M . Geraghty turned to Slide 7, which showed the
departnment's share of t ot al agency operations. The
departnent's general fund budget grew by $19.1 nmllion

between the FY0O6 and FY15 governor's requests, an average
annual growh rate of 4.1 percent. The departnent's tota
FY15 governor's request general fund budget equaled $191

per resident worker. In FY08, the departnent's percentage
of all agency overall operations was 1.1 percent, and had
been as high as 1.5 percent in FY12, I n FY15, projections
were at 1.2 percent. The main reason the departnent's

budget had fluctuated was because of the need to use
Qut side Counsel for cases such as BP Corrosion, TAPS and
the Fast Ferries. Personal services had increased $25.5
mllion between FYO6 and FY14.

2:33: 00 PM

Representative Gara inquired what the blue line across the
bars represented. M. Ceraghty responded that he was
unsure.

2:33:42 PM

DAVE BLAI SDELL, DI RECTOR, ADM NI STRATI VE SERVI CES DI VI SI ON
DEPARTMENT OF LAW interjected that the red Ilines
represented the total agency budget of $63 nillion. He
added that the blue line represented the percentage of

agency budget to total state agenci es budgets.

2:34:33 PM

M. Ceraghty continued to Slide 8, which showed the
continued budget growth conpared to the 10-year plan for
all funds. He shared that spikes for the departnent were
the result of |arge cases such and BP Corrosion, TAPS, and
Poi nt Thonson. The flatter growh curve in out years did
not project any of those cases. M. GCeraghty said that
Slide 9 reflected the sanme conparison using only genera
f unds.
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M. Ceraghty addressed Slide 10, which was a pie chart
detailing personal services as 75 percent of t he
departnent's budget.

2: 35: 53 PM

M. GCeraghty directed conmttee attention to Slide 11
which listed the adjustnments to the FY14 nanagenent plan
that would be needed to arrive at the base. He said that
one-tinme itens had been renpved and statewide itens had
been re-added.

2:36:40 PM

M. Geraghty spoke to Slide 12, which showed the increnents
that had been added back in and the deletion of the 7
af orenenti oned positions. Reduced expenditure |evels were
1.5 percent of the total budget. He said that the
departnment would work to curb the use of outside council
and to inprove vacancy rate managenent. He noted that there
were two attorney positions that were partially funded by
t he Departnent of Corrections.

2:40: 05 PM

M. Ceraghty turned to Slide 13. The slide contained a pie
chart that broke down the priority prograns as a percentage
of the budget FY15 managenent pl an.

M. GCeraghty directed conmttee attention to Slide 14,
which listed the nunbers for the FY15 priority prograns
total i ng $93, 458. 4.

M. Ceraghty addressed Slide 15, which listed the return on
investnment for the G vil Division budgets in FY12 and FY13.

2:42:27 PM

M. Geraghty continued to the individual topics pictured on
Slides 16 through 24. He said that between 2010 and 2012,
the state had 6 convictions for Medicaid fraud. Since 2012,
the state had had 72 cases charged, 44 convictions,
restitution judgnments in excess of $225,000, 21 cases were
pending with restitution expected between $1 nmillion and $3
mllion. He said that Medicaid providers had been suspended
and paynments had been suspended for clains that were under
suspicion. M. Ceraghty shared that in sumer of 2013 he

House Fi nance Conmmittee 19 02/06/14 1:34 P. M



had instituted a <change in the departnent's plea
negotiation policy, nostly for serious crinmes, which
elimnated the ability of the persecutor and the defense
attorney to agree on a sentence resulting in the case
having to be resolved by a judge. He believed that the
policy chance had been successful.

2:46: 31 PM

M. Ceraghty spoke to the backlog of appeals. He said that
in the court of crimnal appeals had a significant backl og
of appeals that had built up over the past few years. He
shared that currently, between the tine between when a
notice of appeal was filed and the briefing was conpleted
was approximtely 500 days. He said that nmany of the
appeal s were sentence appeals and could be handl ed by civil
att or neys.

2:49: 56 PM

M. GCeraghty noved on to the issue of the Voting Rights
Act. He said that the state had challenged the coverage
formula provision, which had required the state to pre-

cl ear al | el ection changes before they could Dbe
i npl enented. The case was dismissed with the Departnment of
Justice agreeing that the requirenents were null. The

effort should reduce the re-appointnment fights in the
future, which should result in saving to the state. He
continued to the Katie John case. He stated that an am cus
brief had been filed by 14 states in support of Alaska's
Certiorari Petition, which he believed spoke to the nerits
of the case and the issue of encroachnent of federal
authority on state's rights.

2:51: 16 PM

M. Ceraghty spoke to the Endangered Species Act. He
related that the mmjor species inplicated were the polar
bear and the bearded seal. He relayed that the state had
won the critical habitat case before the district court.
The critical habitat established by the National Marine
Fi sheries Service (NWS) covered 187,000 square mles of
the state; the rule was currently on appeal to the 9th
circuit. He spoke to the challenge of the bearded seal
desi gnation, which was based by NMFS on a 100 year nodel

He hoped for a decision in the current year. He said that
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the stellar sea lion was still designated that litigation
woul d nost |ikely resune on the issue.

2:53: 05 PM

M. Geraghty opined that Alaska's right to access and
manage | and was an ongoing issue. He spoke to the case of
John Sturgeon who was prohibited from using a hovercraft
inside the Yukon-Charley Rivers National Preserve. He said
that the state was appealing the case with M. Sturgeon,
and that other cases were pending. He stated that the
Roadl ess Rule continues to be litigated as well as the
Lease Sal e 193 anobng ot hers.

2:55:18 PM

M. Geraghty discussed consuner protection. He shared that
he was working on the issue of on-board port shopping
progranms that were nefarious and unethical. He said that a
consent decree had been negotiated with the three on-board
pronoti on conpanies that served the cruise lines working in
Al aska.

2:59:33 PM

M. Geraghty spoke to Slide 24, which listed challenges
faced by the departnent:

* Increases in the nunber of crimnal cases brought to
trial

e Increased facility costs
* @asline funding
e Elections issues in 2014

o« Effective use of outside counse

M. GCeraghty said that in 2011 the departnent tried 130
cases in Anchorage, 2012 148 cases were tried, and in 2013
176 cases were tried. He stated the all of the state
offices in Western Al aska faced chal |l enges, but that Bethel
was the priority. He relayed that the Fairbanks office had
been noved, which had added expense. He listed other
facility chall enges.
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3:03: 57 PM

Co- Chai r Stoltze expressed appreciation for t he
departnment's work on victims rights. M. GCeraghty replied
wor k woul d conti nue on the issue.

3:06: 26 PM

Co-Chair Stoltze inquired what the rel evance was of telling
the commttee what percentage his departnent's budget was
of the total agency budgets. M. Ceraghty thought that it
was useful to track what percentage of a state budget an
agency spent .

Co-Chair Stoltze did not appreciate the departnenta
conpari sons.

3:08:32 PM

Co- Chair Austerman commented that past chairnmen had found
the information hel pful. Co-Chair Stoltze agreed that the
charts could be useful

Co-Chair Stoltze queried the return on investnent for
successful cases and agency advice. M. Geraghty said that
it was hard to quantify.

3:11: 07 PM

Co-Chair Stoltze said that he was speaking to federa
litigation. M. Geraghty reiterated that it was hard to
gquantify.

3:12: 25 PM

Representative Costell o asked for M. GCeraghty's opinion on
the amount of tinme and energy the state spent dealing with
issues related to federal overreach. M. Geraghty replied
that the departnent spent a lot of tine dealing with the
i ssues. He shared that nuch tinme had been spent on the
Pebble M ne issue. He spoke again to the Sturgeon Case. He
t hought that it would be hard to neasure the tine spent
but that it was an ongoing battle.

3:14: 54 PM
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Representative Costello requested a short overview of the
status of the RS2477 issue. M. Geraghty responded that the
district court judge granted a summary judgnent to the
native allotnent holders that were involved in sone of the
trails in the Chicken area. He stated that the judge
believed that it was an issue that should be decided by the
9th circuit.

3:16: 44 PM

Co-Chair Stoltze thought that the issue would be better
addressed by the GCitizens Advisory Conmittee on Federal
Areas. M. Geraghty said that the Chicken clains were the
mai n cases the state was dealing with, but that there were
nore, snaller cases that the departnent was handling.

3:18: 03 PM

Vi ce-Chair Neuman probed the issue of Medicaid fraud. He
understood that the departnment recovered $1 mllion to $3
mllion per year. M. GCeraghty replied that there were 21
cases pending where the restitution available would be $1
mllion to $3 mllion.

Vi ce-Chair Neuman asked where the recovered funds would be
used. M. Geraghty said that the funds would be returned to
t he Departnent of Health and Social Services (DHSS).

Vi ce- Chair Neuman understood that the departnment saved $15
mllion per year Dby discovering Medicaid fraud. M.
Geraghty replied that when there was credi ble evidence of
fraud DHSS would suspend paynent. He said that in those
cases the projected noney saved was $15 mllion.

3:21: 03 PM

Representative Gara conmented that the nunber of non-
violent offenders in prison had grown significantly. He
asked whether the departnent could work with the Departnent
of Corrections and the governor in order to conpose a |ist
of crimnal sentences and m sdeneanors that had been
changed to felonies, but were non-violent crinmes, that
could be examined in order to reduce the prison popul ation.
M . Geraghty thought t hat the problem was nulti-
di rensional. He said that studies had shown that one-third
of defendants would not reoffend, another third would
reoffend no matter how much help they received, and the
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final third rested in the mddle. He said he would be happy
to study the issue.

3:25:13 PM

Representative Gara thought that there had been a
substantial increase in the non-violent offenders. He
requested that a hard l|ook be taken in order to find
solutions. M. Geraghty assured the comittee that the
i ssue woul d be exam ned.

Representative Gara discussed the departnent's plea policy.
He requested assurance that the policy was fair and
equi t abl e. M. Geraghty that there were exceptions to the
policy for individual case reviews.

Representative Gara asked what woul d happen if a person did
not commt the crine. M. Geraghty said that if the person
did not conmt the crinme then they would not go to trial.
He countered that if the person did conmt the crinme, there
shoul d be no fear of taking it to trial.

3:29:49 PM

Representative Minoz expressed appreciation for the work
done by the departnent.

3:30: 50 PM

HB 266 was HEARD and HELD in committee for further
consi derati on.

HB 267 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Austerman di scussed housekeepi ng.

#
ADJ QURNVENT

3:31:18 PM

The neeting was adjourned at 3:31 p. m
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