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CALL TO ORDER

Co-Chair

Aust er man

HOUSE FI NANCE COW TTEE
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called the House Finance

nmeeting to order at 1:33 p.m
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Representati ve
Representative

VEMBERS ABSENT

None
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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

Committee

Joan

Pet e Eckl und,
Brown, Staff,

Staff, Representative Al an Austernman;
Representati ve Al an Austerman.

SUVVARY

HB 266 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 266 was HEARD and HELD in committee for
further consideration.

HB 267 APPROP: MENTAL HEALTH BUDGET
HB 267 was HEARD and HELD in commttee for
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#hb266
#hb267
HOUSE BILL NO. 266

"An Act making appropriations for the operating and
| oan program expenses of state governnment 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 meking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conpr ehensi ve nmental health program”

1: 33: 55 PM

Co- Chair Austerman di scussed the agenda for the neeting.

Vice-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 266, Wrk Draft 28-GH2671\P (Wall ace,
2/ 28/ 14).

Vice-Chair Neunman MOVED to ADOPT the proposed comittee
substitute for HB 267, Wrk Draft 28-GH2673\C (Wall ace,
2/ 28/ 14).

Co-Chair Austerman invited his staff to discuss the bills.

1: 35: 26 PM

PETE ECKLUND, STAFF, REPRESENTATI VE ALAN AUSTERVAN
addressed the bills in a prepared statenent:

This year the Governor submitted an FY15 operating
budget below the current FY14 budget. I ncluding the
amendnents submitted in February, the Unrestricted
CGeneral Fund in Agency Qperations decreased by 0.2%
That is a significant change in course when conpared
to the annual 7.2% growh rate over the last eight
years.

As you've heard during various presentations before

t he Committee, t he state’'s fiscal out | ook is
Wor ri sone. Wien the legislature left at the end of
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| ast session, there was an expectation that there
would be a deficit of approximately 1 Billion dollars
for FY14.

Wen the legislature convened in January, those
projections had changed. Now we anticipate the FYl4
deficit to be in the 2 Billion dollar range. To
conpound the situation, revenues are not forecast to
cover our expenditures for several years, so this
situation could be called our “new nornal.”

M. Co-Chair, wth our “new normal” in mnd, you
directed Subconmttees to |ook for additional savings
with the goal of reducing the Unrestricted General
Fund agency operations, non-formula budget by at | east
$50 MIlion fromthe current year.

Way did you pick such a specific goal of a reduction
i n agency operations, non-fornula? Sinply put, when
the public thinks about governnent, agency operations,
non-fornula is the area of governnment they are nopst
i kely thinking about.

But M. Chair, agency operations, non-forrmula is only
half of the story. The total UGF in agency operations
is nearly split 50/50 between formula prograns and
non-fornul a fundi ng.

And as you know M. Chair, the areas of our budget
that are growing the fastest are the 3 ‘budget
drivers’. Wiich are the formula progranms (Medicaid and
education) and retirenent funding.

In addition, if we don't get prison system recidivism
under control, we nmay need to build another new prison
in just a few short years.

1: 38: 03 PM

M . Ecklund continued reading froma prepared statenent:

So if we are really going to get a handle on state
spending and extend the |ife of our savings accounts,
we’'ve got to address nore than just the dollars we
i nvest in each departnent’s prograns.
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W are going to have to address the 3 big budget
drivers, and also cone up wth a plan to slow
correctional system recidivism to blunt the need to
build a new prison in the near future.

So M. Chair, we have 4 budget drivers, and actually
maybe really 5 budget drivers. Wth our ‘new nornal’
budget reality, we will also have to pare down capita
budgets conpared to the recent past.

Wth all of that in mnd, your instructions for the
operating budget were to reduce Unrestricted GCeneral

Funds in particular as any reduction in the
expenditure of UG- extends the length of time our
savi ngs accounts will [ ast.

M. Co-Chair, you also directed the Subconmttees to
continue to review the agency budgets via a five-step
process:

1. Review the agency Mssion, Core Services,
and Performance Measures so through results-based
budgeting, the public could see how effective and
ef ficient agency prograns are and agencies could
denonstrate the value the public is receiving for
our investnments in them

2. Revi ew budget changes since FY06, enabling
us to track GF and Total Funds changes over tine

3. Revi ew agency 10-year plans, to evaluate
future changes that departnent’s see com ng

4. Review audit findings nade by the Division
of Legislative Audit —providing an accountability
check

5. And get a status update on budget changes
approved for the current fiscal year, FY14.

Then, after looking at an agency’'s nission and
results, |ooking back, |ooking forward, and | ooking at
current year progress, each Subcommttee had a context
in which to review the budget changes proposed for
FY15.

The subconmittees had just 39 days to review budgets
prior to the February 28 Subconmttee close-out
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deadl i ne. M. Chairman, | believe that this is the
gui ckest the Finance Sub-Comrittees have reviewed and
made their recommendati ons on the budget.

|"d like to thank David Teal and the staff at the
Legi slative Finance Division as they were integral in
preparing the 2006 Look-back graphs and associated
dat a, 10-year pl an gr aphs, and consol idating
information on current year pr ogr ess for t he
Subconmi tt ees, along with providing their normnal
budget support function for the Subconmttees. The
Legislature is fortunate to have such a talented and
patient group of people assisting in devel opment of
the state’ s budget.

I’d also like to thank Karen Rehfeld and the staff of
the Ofice of Managenent and Budget, and the
| eadership teans of the Executive Branch agencies for
their help in the budget review process.

Last but certainly not least, 1'd also like to thank
all of the subcommttee staff, nenbers, and chairs for
their hard work and diligence in order to put this
budget toget her.

1:41:17 PM

M. Ecklund continued to address the operating budget bills
in a prepared statenent:

Subconm ttees were provided wth the supplenental
budget requests submtted by the Governor on February
4 and were charged with reviewing their respective
agenci es’ non-language budget anendnents submtted by

the Governor on February 19. As expected, a few
suppl enental requests were precursors to FY15 budget
anmendnent s. W appreciate the efforts of OW to

highlight those facts in both their supplenental
spreadsheet and their anmendnent spreadsheet.

M. Co-Chair, all of the Subcommittee reports are
found on the Legislative Finance website. Reports on
these two committee substitute bills wll also be

posted on the Legislative Finance website imrediately
after this hearing.
And now to the nunbers:
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The operating budget Commttee Substitute totals
$9.149 Billion (all funds), a reduction of just over
$3 Billion fromthe Governor’s Anended budget.

This CS does not include the Governor’s requested 3

Billion dollar appropriation from the Constitutional
Budget Reserve for the retirenent systens. How we
ultimately fund our retirement systenms, and at what
level, wll be discussed nore as this session

progr esses.

M. Chairman, | am happy to report that we have net
your goal of at |east $50 M UG- bel ow the current year
for agency operations, non-fornula. I f you exclude

formula prograns, this budget is 53 MIlion UG bel ow
FY14 in Agency Operations. This is a 2.3%reduction.

The subcommittees were able to identify $27.9 MIlion
in additional UG- savings from the Governor’s Anmended
budget, when you include formula prograns this CS is
$40.4 MIllion below FY14 Managenent Plan. Conbined
Agency Operations and the Statewide itens UG- equal

$5.1 Billion, for a UG reduction of $1.3 Billion from
FY14, Oher Funds increased $6.7 MIllion for a tota

of $1.3 Billion, and Federal Receipts decreased by
$23.6 mllion to $2.016 Billi on.

well M. Chairman, you mght ask, ‘how does this
proposed operating budget affect our savings ? The
conbi ned bal ances of the Constitutional Budget Reserve
Fund and the Statutory Budget Reserve Fund are
estimated to be around $15 Billion dollars at the
start of Fiscal Year 2015.

As the operating budget sits in front of you, and
|F there were no additional capital budget spending
above the Governor’'s 429 M UG, we wuld have a

projected deficit of just under a billion dollars for
FY15.

But we know that this budget is a work in progress and
only one piece of our budget puzzle. At the end of
the day, if we take the Governor’s approach to
retirement funding and transfer 3 billion from the

CBR, and if we increase education funding and increase
the capital budget, we could end up transferring wel
over 4 Billion dollars fromsavings in FY15.
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1: 44

How nuch of our savings we can afford to use in FY15
wll be fleshed out as this session progresses.

Now, Ms. Brown wll describe the changes we nmde to
t he | anguage sections of the bill.

30 PM

JOAN
the |

BROMNN, STAFF, REPRESENTATI VE ALAN AUSTERMAN, addressed
anguage section of HB 266 in a prepared statenent:

M. Co-Chair, I'lIl identify the I|anguage sections
where changes were nade and describe those changes.
Starting on page 53 of the bill:

Section 8, ALASKA HOUSI NG FI NANCE CORPORATI ON

M. Co-Chair, in subsection (a) we replaced the phrase
“adjusted net incone” with the phrase “change in net
assets” to conformto AHFC s statutes.

In subsection (b) we changed the lead-in wording to
reflect the fact that AHFC will be retaining the
entire 7.5 MIlion dollar dividend in order to pay
debt service;

I n subsection (c) we changed the |ocation of where any
excess Dividend funds would be deposited from the
Gover nor - proposed Budget Reserve Fund to the Al aska

Capi t al | ncome Fund. Thi s recogni zes t he
| egislature’s traditional use of corporate dividends
for capital projects. However, no “excess” dividend

funds are antici pated.
Page 54, Section 9, ALASKA PERMANENT FUND CORPORATI ON

M. Co-Chair, in subsection (b), we accepted the
Governor’s anendnment reducing the anount for inflation
proofing from 975 MIllion dollars to 965 MIIlion.
This is based on the corporation’s npbst recent
proj ecti on.

Page 55, Section 10, ALASKA | NDUSTRI AL DEVELOPMENT AND
EXPORT AUTHORI TY

M. Co-Chair, just as we did in the Al aska Housing
Fi nance Corporation section, we revised subsection (b)
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so if there should be any excess AlIDEA Dividend funds,
they will be deposited into the Al aska Capital |ncone
Fund, instead of the budget reserve fund. Agai n, no
“excess” dividend funds are anti ci pat ed.

Section 11, DEPARTMENT OF ADM NI STRATI ON

The only change we made is in subsection (c) where we
replaced the word “agency” with the “Alaska Gl and
Gas Conservation Conm ssion”.

Section 12, DEPARTMENT OF COWMERCE, COVMUNITY, AND
ECONOM C DEVELOPMENT

W made no changes to subsections (a) through (e).

In subsection (f), regar di ng t he Power Cost
Equal i zati on program we replaced the phrase “and not
to exceed 44 MIlion 248 Thousand 4 Hundred dollars”
with the phrase ®“and not to exceed the anount
determ ned under AS 42.45.085 subsection (a) paragraph
(1).” This just clarifies that the maximumis the 7%
anount all owed per statute.

W made several changes to subsection (h) regarding
the Al aska Seafood Marketing Institute’'s budget. At
the recommendati on of Legislative Finance, throughout
the subsection we changed “program receipts” to
“statutory designated program receipts” to better
reflect that ASM’'s receipts are generated by a
voluntary tax to fund the nmarketing program W also
reduced the original general fund anmount listed in
paragraph (3) for two reasons. The first was a
reduction of 4.5 MIllion dollars, which is now
appropriated as general fund match in new paragraph

(4). The revised anount in paragraph (3) reflects a
10% general fund reduction of 777 Thousand 2 Hundred
dollars. In subsection (i), also relating to the

Al aska Seafood Marketing Institute, we again changed
“program receipts” to “statutory designated program

receipts”. In paragraph (2) we clarified that the
general fund appropriations in subsection (h) match
federal funds as well as industry contributions. W

also added new intent |anguage as paragraph (4)
stating that the appropriations for ASM are included
in the base budget. Previously, as appropriations in
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the |anguage section, the ASM appropriations were
consi dered one-tinme itens.

1:48: 29 PM

Ms. Brown continued to discuss changes in the HB 266
| anguage secti on:

Page 58, Section 13, DEPARTMENT OF CORRECTI ONS

W nmade no change to this section, other than to
accept the Governor’s amendnent to delete the earlier
estimate that 1.8 MIlion Ceneral Fund dollars would
be necessary. The departnent does expect to collect
all of the budgeted Federal Funds.

Section 14, DEPARTMENT OF EDUCATION AND EARLY

DEVEL OPMENT

W made a mnor change adding 1 dollar to the original
25 MIlion dollar appropriation, in order to nmake this
item subject to Conference Committee as there are
still many education issues to be resolved during this
sessi on.

Section 15, DEPARTMENT OF FI SH AND GAME

W made no change to what is now subsection (a). W
noved an appropriation of 500 Thousand dollars from
Fish and Gane’s section 1, the nunbers section, as our
new subsection (b). This is part of an overall clean-
up of t he sport fishing enterprise account
appropriations. There are nore related clean-up
changes in sections 23 and 25.

Page 59, Section 16, DEPARTMENT OF LABOR AND WORKFORCE
DEVEL OPNVENT

W nmde no change other than to reorder the
subsecti ons.

Section 18, DEPARTMENT OF NATURAL RESOURCES

In subsection(c) we just made technical wording
changes.
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Pages 60 - 62 Section 20, UNVERSITY OF ALASKA and
Section 21, OFFI CE OF THE GOVERNOR

W nmade no change other than to switch the order of
t he sections.

Pages 63 - 68 Section 23, DEBT AND OTHER OBLI GATI ONS

W made several formatting and slight wordi ng changes
in this section. In subsection (h), we reordered the
appropriations relating to general obligation bond
debt in series date order starting with the earliest
series. In addition, in subsection (h), paragraph
(13), we accepted the Governor’s anendnent reducing
the debt paynent estimate for the wupconming bond
issuance from 20 MlIllion dollars to 10 MIllion
dollars. W reordered the paragraphs in subsection (i)
relating to debt of the international airports and
rel ocated what had been subsection (m to subsection
(i) as a new paragraph (4). In subsection (j), in the
| ead-in | anguage total dollar anmount and in paragraph
(1), we included the Governor’s anendnent that reduced
t he anount for the Anchorage Jail |ease paynent by 512
Thousand 276 dollars. W also reworded subsection (el)
as part of the clean-up of the appropriations related
to the sport fish hatchery revenue bonds and the sport
fishing enterprise account.

1:51: 39 PM

Ms. Brown continued to read from a statenent related to the
HB 266 | anguage secti on:

Pages 69 - 71 Section 25, FUND CAPI TALI ZATI ON
We reordered the subsections and rel ocated a provision
from the Fund Transfer section. The substantive

changes are:

I n subsection (b), we reduced the appropriation to the

community revenue sharing fund by 10 MIlion dollars,
down to 50 MIlion dollars. W deleted what had been
subsection (k) appropriating an estimated 3.3 MIIlion

dollars of interest earnings to the in-state natural
gas pipeline fund. W opted to keep those earnings in
the Ceneral Fund. W deleted the original subsection
(m related to the fish and ganme revenue bond
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1

54.

redenption fund and the sport fishing enterprise
account and replaced it with three new subsections
(j), (k), and (I) that conplete the necessary | anguage
cl ean- up. In subsection (0), pertaining to the
el ection fund, we just added the estimated interest
ear ni ngs anount of 35 Thousand dol | ars.

Pages 71 - 73 Section 26, FUND TRANSFERS

In addition to reordering subsections and relocating
one subsection, we nmade a few ot her changes:

We del eted what had been subsection (h) as part of the
sport fish revenue bonds and the sport fishing
enterprise account clean-up. The cl eaned-up | anguage
is now in section 25 as subsection (k). In subsections
(h) and (i), the statutory reference was corrected. In
subsections (j) and (k), fornerly (n) and (0), instead
of appropriating a specific anmount, we appropriate the
June 30, 2014, balances of the admnistrative incone
accounts to the adm nistrative operating accounts in
both the Alaska clean water admnistrative fund and
the Alaska drinking water admnistrative fund. These
transfers sinply nove funds from one account to
another wthin each fund and do not increase the
budget. We al so conbi ned what had been subsection (i)
with the other appropriations to the fish and gane
fund in what is now subsection (lI). W also added the
total estimated anobunt of 888 Thousand dollars to the
| ead-in | anguage of the subsection.

13 PM

Ms.

Brown continued reading from a prepared statenent

regardi ng changes to the HB 266 | anguage secti on:

Pages 73 - 74, Section 27, RETIREMENT SYSTEM FUNDI NG

As M. Ecklund stated earlier, we made several changes
to this section as we are investigating other,
hopefully nore affordable, funding options for the
public enpl oyees’ and teachers’ retirenent systens. W
deleted both the original subsection (a) the 1.9

Billion dollar appropriation to the public enployees’
retirement system and the original subsection (b) the
1.1 Billion dollar appropriation to the teachers’

retirement system Both appropriations were from the
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constitutional budget reserve fund, so we also renoved
the words “constitutional budget reserve fund” from
the catch line of the section and deleted original
subsection (d) which was the CBR three-quarter vote
provi si on. W nmade no change to the judicial
retirement system | anguage. It had been subsection (c)
and is now the only appropriation.

Pages 74 - 75, Section 28, SALARY AND BENEFI T
ADJUSTMENTS

W made some minor wording changes in this section,
and in subsection (b), we added paragraph (3) because
we accepted the Governor’s budget anendnent for the
new bargaining unit agreenment with United Academ cs.
The cost of this agreement, $3.4 MIlion dollars, is
included in the nunbers section, section 1

Page 75, Section 29, SHARED TAXES AND FEES

We just slightly reordered the |anguage in subsection

(a).

Page 76, Section 31, RATIFICATIONS OF SVALL AMOUNTS I N
STATE ACCOUNTI NG SYSTEM

We just reordered the wording of this section.
Section 32, STATUTORY BUDGET RESERVE FUND

The only change was to add the word “Statutory” to the
catch line of the section.

Section 35

We added this new effective date section applicable to
Sections 30 and 34, as both take effect on June 30,
2014.

Section 36

We just updated the section nunber reference for the
Publ i ¢ Educati on Fund deposit.

Section 37
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W nmade no change other than to add the reference to
new section 35 and updated the other section nunber
ref erence.

1: 56: 52 PM

Representative Gara asked if M. Ecklund had testified that
the governor's year-over-year operating budget reflected a
22 percent decrease. M. Ecklund replied that for non-
formula agency operations the CS was $53 nillion or 2.3
percent bel ow the current year budget.

Representative Gara asked for the difference between the
governor's operating budget and the operating budget from
the prior year. M. Ecklund answered that the governor's
anmended operating budget for forrmula and non-fornula agency
operations had decreased by 0.2 percent.

Representative Gara remarked that the proposed budget was
approximately $1 billion less than the prior year because
the governor had chosen to spend the retirement noney out
of the CBR instead of the General Fund. M. Ecklund pointed
to handout "A" titled "UG- Budget Conparisons" (copy on
file). He directed attention to the capital budget in the
FY 14 colum totaling $796 mnmllion and noted that the
proposed capital budget was $429 nmllion. The other
difference was related to retirenent f undi ng; t he
appropriation had been $634 mllion in FY 14 and was
$500,000 in the FY 15 anmended budget for the Judicial
Retirement System The governor had proposed to take $3
billion from the CBR for PERS and TRS. He el aborated that
if the funds were not taken from the CBR the governor's
anmended FY 15 columm for appropriations to retirenent would
read $708 million.

2:00: 01 PM

Representative Gara pointed to page 58, line 17 related to
education | anguage. He asked if the $25 nillion placehol der
was to reflect the governor's proposed Base Student
Al'location (BSA) increase of approximately $85. M. Brown
replied that the $25 million had been in the governor's
proposed budget; it was not related to the BSA increase.

Representative Gara asked if the $25 million was the sane
as other one-tinme increnments the governor had included in
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the past several years. V5. Brown replied in the
affirmative.

Representative Cuttenberg directed attention to page 69,
line 19 of the CSHB 266(FIN) |anguage section. He wondered
if the $50 million that had decreased from $60 mllion was
the total anmount available for revenue sharing. M. Brown
answered that the figure was not the total anount that
woul d be distributed; the anpbunt of the appropriation would
be added to the fund and the anount distributed for FY 15
was based on the amount in the fund as of June 30, 2014.
Therefore, the $60 m|lion would be distributed in FY 15.

Representative Minoz pointed to page 18 of CSHB 266(FIN)
She asked which services were included in the $33, 397,000
for public nursing. Ms. Brown deferred the question to the
subconm ttee chair.

Representative Minoz was specifically interested in famly
pl anning that had been discussed in a recent Medicaid
amendnment that had been before the conmmttee. She wondered
if the famly planning services were covered under the
budget .

Co-Chair Austerman would follow up on the question
Representative WIlson was also interested to know if health
pl anni ng, systens devel opnent, or community health grants
had to do with the famly planning the conmmttee had
di scussed recently.

2:03: 29 PM

Vice-Chair Neuman noted the itenms were comng out of the
governor's budget and believed the increnents for famly
pl anning centers were under the health clinics portion.
There were also a variety of public health funds through
vari ous prograns.

Co-Chair Austerman communicated that the commttee would
return to the questions in nore detail at a later ting;
possi bly during subcommttee reports. He asked for the
report on the CSHB 267(FIN).

2:04: 34 PM
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Ms. Brown addressed changes to HB 267 in a prepared
st at enent :

Page 11, in Section 4, CAPI TAL PRQIECTS

W deleted one of the five nental health capital
proj ects: it was the Departnent of Health and Soci al
Services project for IWMH Essential Program Equi pnent
for 500 Thousand dollars. Each year the House Finance
Comm ttee renoves one capital project from the Mental
Heal t h budget. The other body, in its version of the

Mental Health bill, wll add back that project and
delete the four capital projects in the House s budget
bill, thus making all of the nmental health projects

subj ect to Conference Comittee.

M. Co-Chair, the |anguage sections begin on page 14,

Section 8, SALARY AND BENEFIT  ADJUSTMENTS. In
subsection (b), we added paragraph (3), as we did in
House Bill 266, for the University's new bargaining

unit agreenent. W al so nade m nor wording corrections
in subsections (c) and (d).

M. Co-Chair, those are all of the |anguage changes in
House Bill 267.

2:05:50 PM

Representative CQuttenberg wondered if amendnents made to
collective bargaining units in CSHB 267(FIN) would renove
funds from the nental health budget. M. Brown did not
bel i eve so. She elaborated that it had been the
| egislature's practice to |list every bargaining unit under
both the operating and nental health budgets.

2: 06: 39 PM

Co- Chair Austerman asked comrmttee nenbers to provide their
subconm ttee reports.

Representative Minoz began with the University of Al aska
budget subcommittee recommendations. Total funds for the FY
15 operating budget were $915,161,800. O that anount
approximately $362 mllion were Unrestricted General Funds
(UGF); the subconmmittee budget was approximately $9 million
or 2.4 percent lower than the FY 14 managenent plan. Wen
conpared to the FY 15 adjusted base, the cut was
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approximately $12 mllion or a reduction of 3.2 percent.
She relayed that the governor proposed a systemw de,
unal | ocated reduction in FY 15 of $14.9 nillion UG- the
subcommittee increased it by $1 mllion to $15.9 mllion.
She comunicated that the wuniversity was responding to
budget changes by reducing off-canpus |ease obligations,
becom ng nore energy efficient, delaying the hiring of
people to fill vacancies, and by reducing or consolidating
prograns and services.

Representative Minoz relayed that the budget included the
approval of cont ract ual agreenent s for uni versity
enpl oyees, additional operating funds for the Mat-Su Center
for the Arts, and new operating funds for the University of
Al aska Anchorage (UAA) sports center. The subconmittee
adopted three pieces of intent |anguage. The first was in
support of the UAA Ofice of Research and G aduate Studies
and the University of Alaska Fairbanks (UAF) Ofice of
Intell ectual Property and Conmercialization. The second
directed the university to collect data on graduates for a
performance nmatrix on each degree program offered and how
students did in the market place after |eaving college. The
third directed the university to review prograns based on
benchmarks with neasurable outcones and to show how it may
achieve savings and efficiencies on itens such as travel
costs and energy consunption. She noted that t he
subconm ttee had also heard about the pressing need to
upgrade the UAF heat and power plant. She thanked
university staff for their work during the subconmttee
process.

2:09:52 PM

Representative Minoz reported subcommttee recomendations
for the Departnment of Environnmental Conservation (DEC)
budget. The subconm ttee reconmended total FY 15 operating
funds in the amount of $87,152.800; of the total nearly
$22.1 mllion were UG-. In terns of UG, the difference
between the FY 14 nmanagenent plan and the House
subconmi ttee budget action was a reduction of $1.4 mllion
or 5.8 percent. Wen conpared to the FY 15 adjusted base
the $1.4 mllion cut was a reduction of 6.1 percent. The
reductions made DEC (on a percentage basis) one of the
state agenci es facing the highest budget cuts in FY 15.

Representati ve Munoz hi ghl i ght ed t he subconmittee's
recomendation to cut $1.4 mllion from the Division of
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Water for a new program that would have the state take on
dr edge-and-fill responsibilities from t he f eder al
government under Section 404 of the federal Cean Wter
Act. She detailed that the division had experienced a 121
percent budget increase over the past 10 years. She
supported the 404 permtting effort, but given that the
program was new it was the first to be cut. Estinated
future costs of the program were $1.8 mllion a year
starting in FY 16 and increasing to $7.9 mllion a year.
She noted that the comm ssioner was working to |ocate
alternatives for reduction. She noted that an anendnent may
be presented to the conmittee for a one-tine increnment. She
relayed that it had been a pleasure working with the
coommittee and DEC |eadership. She referred to lively
di scussions on the future of the oil spill response fund
(she had introduced legislation in response to nake the
fund solvent) and the recent closure of the Flint Hill
refinery in North Pol e.

2:12: 45 PM

Representative Hol nes provided subconm ttee reconmmendations
for the Departnent of Administration FY 15 operating
budget. The subconmttee reconmended an operating budget
totaling $347,298,600. O the total, $87,451, 000 were UG-
the UG- difference between the FY 14 nanagenent plan and
the House subconmttee budget action was an increase of
$697,800 or 0.8 percent. She provided highlights of the
subcommi ttee recomendati ons:

The subcommttee accepted the Departnent’s requests
for funds to acconmpdate our state’s new Al askaCare
contracts, to add technological efficiencies to the
Division of Mtor Vehicles and to transfer the
managenent of the None State Ofice Building from the
Department of Transportation and Public Facilities.

W were able to save the state’s noney by elimnating
| ong-tinme vacant positions, finding opportunities for
increased efficiencies, and identifying areas where
funds have been consistently lapsing (particularly
within the Alaska Public Ofices Conm ssion).

The subconmittee also approved the departnent’s
anmendment s to fund mandat es from the Pat i ent
Protection and Affordable Care Act, as well as address
the growing backlog problem within the Ofice of
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Public Advocacy and Public Defenders Agency. The
Departnment also reduced their budget through an
amendnent to the Elected Public Oficer's Retirenent
System

Representative Holmes comunicated that there had been
significant discussion related to working on extending
br oadband throughout the state. She would continue to work
with the departnment on locating efficiencies. She thanked
the departnent and LFD for their work on the budget.

2:15: 04 PM

Representative Holnmes addressed recommendations for the
Department of Law budget. The subcomrittee recomrended a
total FY 15 operating budget in the amount of $93, 458, 400
i ncluding $59, 332,300 UGF. The UGF difference between the
FY 14 managenent plan and the House subconmittee budget
action was a decrease of $1,915,600 or 3.1 percent. She
hi ghl i ghted subcommi ttee reconmendati ons:

The subconmittee accepted the CGovernor’s FY 2015
budget requests, which included an increased need for
| egal services to address prison inmtes returning to
Al aska from Col orado, added support for our Consuner
Protection Program and continued support of the
Department’s work related to mmjor oil and gas
litigation and bringing North Sl ope gas to market.

W were able to save the state’s noney by elimnating
| ong-tinme vacant positions and identifying areas where
existing fund sources could replace the Departnent’s
draw from the general fund.

Representative Holnmes thanked the departnent and LFD for
their work on the budget.

Representative Gara asked about a $1.1 million G- increnment
in the Gl, Gas and Mning Section that had been replaced
with $1.1 mllion in Permanent Fund expenditures. He asked

about the reason for the change.

Representative Holmes replied in the affirmative. She
detailed that since the establishnment of the Permanent Fund
the Departnent of Natural Resources and the Departnent of
Laws G|, Gas and Mning section had taken a percentage of
their funding from the Permanent Fund gross (the pot of
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noney that paid for the admnistrative expenses of the
Al aska Permanent Fund Corporation staff). Over the years
the Departnent of Natural Resources had increased the noney
substantially to account for increased costs; whereas the
Department of Law had not received an increase in the |ast
12 years. The increnent made the adjustnment to reflect
increased costs. She added that the Departnment of Law
brought in about $10 mllion to the Permanent Fund
annual ly; therefore, it had been a I|ongstanding practice
for the departnent to take a certain portion of its costs
out of the fund source.

2:18: 21 PM

Representative Costello provided subcommttee highlights
related to the Departnent of Commerce, Comunity and
Econom ¢ Devel opnent (DCCED). The total recomrended budget
was $135,528,700; the UG total was $30,135,100. The
difference in UG from the FY 14 nmanagenent plan was a
reduction of $1,892,900 or 5.9 percent. The subconmttee
recomended a decrease in the tourism program of $1.6
mllion; funding had been put in the base budget. The
subconmittee also recomended a reduction to grants and
named recipients by 25 percent in the current fiscal year;
it recomended an equitable reduction in follow ng years.
The purpose was to transition grants to named recipients
that the subcommittee felt belonged in the capital budget;
however, grant recipient Al aska Legal Services renained
unt ouched. Other grants included the Bering Sea Fisherman's
Associ ati on, Ilisagvik Coll ege, Kawer ak, Inc., Al aska
Marine Safety Education Association, Alaska Native Arts
Mar keting G ant, and the Southeast Sustainable Arts
program Oher highlights included a denial of nerit
increases to the Alaska Gasline Devel opnent Corporation in
the amount of $627,000. Additionally, in the |anguage
section the subcommttee recomended a 10 percent decrease
to the Al aska Seafood Marketing Institute (ASM) to match
t he reduction.

Representative Gara wondered whether the denied nerit pay
increases were for high salaried positions. Representative
Costello answered that information provided to the
subconm ttee had showed the proposed increases would have
gone to higher paid enpl oyees.

2:21:18 PM
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Representative Costell o addressed the Departnment of Natura
Resources budget subcommttee recommendations. The total
budget was $159, 361,300 and total UGF was $77,978,700. The
difference in UG from the FY 14 nanagenent plan was a
reduction of $1,985,100 or 2.5 percent. Budget highlights
i ncl uded an acceptance of the governor's requested deletion
of the Gas Pipeline Project Ofice for the Al aska Gasline
| nducement Act (AG A in the anmount of $2,616,800. The
subcomm ttee recommendations included a fund change in
Par ks Managenent and Access; $250,000 UG- woul d be repl aced
wi th $250, 000 i n program receipts.

Representative Gara asked for verification that the
governor had proposed and the subcommttee had accepted a
reduction of approximately $670,000 in standal one pipeline
funds in order to nove forward with a |arger pipeline.
Representative Costello replied in the affirmative.

2:23: 14 PM

Co-Chair Stoltze addressed the Departnent of Fish and Gane
(DFG budget. He relayed that the subconmttee had held six
or seven hearings with the departnent. He believed the
nmeetings were the only venue the House would hear an open
di scussion of sone contentious Cook Inlet issues and
federal litigation issues also related to Cook Inlet. He
bel i eved the nmedia and nenbers had been unaware of sonme of
the fisheries issues that drove nobst of the contentious
issues on Cook Inlet. He appreciated the opportunity to
di scuss the issues. The total budget was $214,571,200 and
t ot al UGF was $79, 387, 800. He elaborated that the
departnment had cut its budget by absorbing positions that
had been vacant. The subcommttee had asked the departnent
to identify $1 million in cuts that would do the |east harm
and provide the nost flexibility. The departnment had
identified the following unallocated budget reductions:
$345,000 to <comercial fisheries, $275,000 to sports
fisheries, $220,000 to wildlife conservation, and $160, 000
to adm ni strative and support board sections. He
communi cated that there would not be a Cook Inlet sport
fish cycle wuntil 2016 or 2017, which would absorb a
significant amount of costs in the fisheries and board
process.
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Representative Gara asked about wunallocated reductions of
approxi mately  $900, 000. He wondered if any of the
reducti ons woul d i npact the existing king sal non studi es.

Co-Chair Stoltze replied that the bulk of the king sal non
studies were funded in the capital budget. He believed DFG
woul d have the ability to absorb a significant amount of
the unal |l ocated reductions. He stated that departnents were
adept at feeding off of capital budgets. He detail ed that
the legislative process had changed the research from
exclusively focusing on king salnmon to focusing on sal non
in general. He elaborated that certain areas of the state
had problenms with coho and sockeye sal non. The subconmttee
had given the departnent a mandate to expand the studies to
sal non stocks throughout the state.

Representative Gara asked if funds for the expanded
research on salnon species were included in the capital
budget .

Co-Chair Stoltze replied that the funds would be in the
capital budget. The funds had been allocated to salnmon in
general. He noted that there had been broad consensus in
t he House and Senate on the decision the prior session. He
bel i eved the policy step was appropriate.

2:29: 04 PM

Co-Chair Stoltze addressed the Al aska Court System budget.
He noted that the court system did not go through the OB
process; therefore, all increnents were advanced forward to
the subcomm ttee. He commented on the challenging nature of
the court budget. Total funds were $115, 246,600 and tota

UG- was $111,436,000. He conmunicated that the budget
represented a slight increase, but that it was primarily a
mai nt enance budget; the vast mpjority of the increnents had
been denied. There had been discussion related to security
i ssues, but he felt it was inportant to not discuss the
types of security too openly. He remarked that there had
not been many substantial reductions located within the
budget .

2:31:25 PM

Representative CQuttenberg addressed the partial denial of
the bandwi dth expansion. He noted statewi de testinony
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regarding the need. He wondered if there was a plan in the
wor ks to hel p address the deficiency.

Co-Chair Stoltze had hoped a plan would have been
devel oped. He recalled that the court system had rel ayed
that the issue was inportant to all of the justice
agenci es; however, the subconmttee had not heard a
concomtant concern from the Departnent of Public Safety,
the Departnent of Law, or the Departnent of Corrections. He
believed the court system should devise a better plan with
all admnistration of justice agencies. He opined that it
could not just be one of the agencies, especially one that
did not fall under OVB. He hoped the court system would
take the guidance offered by the legislature earlier on in
the current session and that it would cone forward with a
plan. He stated that noney had been given in a piecenea
approach. He understood that bandwi dth was an increasing
concern, but he believed that other departnents involved in
the adm nistration of justice should be included in a plan.
He stressed that increased coordination and justification
was needed in order to provide additional funds to a
program

2:34:13 PM

Representative (Guttenberg noted that many legislators
shared the sane frustration related to the lack of a
cohesi ve pl an.

Representative Holnmes added that the Depart nment of
Adm ni stration subcommttee had communicated to DOA that it
needed to take a leading role in finding a systemw de
sol uti on.

2:35:03 PM

Co-Chair Austerman discussed subcomittee reconmendations
for the Ofice of the Governor. The subconmittee approved a
total budget of $32,748,900 including UG of slightly over
$32 mllion. The $2.5 mllion UG- increase above the FY 14
managenment plan was due largely to a request of $3.7
mllion for wupcomng primary and general elections. The
budget included the reductions of eight positions and just
under $655,000 UGF. Additionally, there was a UGF reduction
of $562,000 to various expenditures. The subcommittee had
changed the governor's $3 million request for the Domestic
Vi ol ence and Sexual Assault Initiative from a base itemto
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a one-tinme expenditure. The subconmittee recognized the
i nportance of the issue and believed it should be discussed
annually and that it should not be buried in the budget's
base.

Representative (Gara asked about the change of the
governor's request. He wunderstood that the performance
measure report was necessary. He wondered if the funds had
been included in the base budget or designated as a one-
time increnent the prior year.

Co-Chair Austernman replied that the item had been funded as
a one-tinme increnent the previous year.

Representative Gara asked for verification that the item
had been a one-tinme increnent in the past few years.

Co-Chair Austerman replied in the affirmative.

2:37: 24 PM

Co-Chair Austerman detailed the subcommttee request for
the Legislature. The subconmittee had approved an FY 15
budget of $76,676,200 including a UG- total of just over
$76.2 mllion. There was a UGF increase of $1.8 million or
2.5 percent over the FY 14 nmanagenent plan. He noted that

an agency audit bill had been approved the previous year,
which represented $720,000 of the increase. He addressed
t he current r enodel of the  Anchorage Legi sl ative

Information Office (LIO; $3.4 million was allocated to a
rent increase. The budget included $2.5 mllion in UG
program reductions that cut 3.15 percent from the FY 15
budget request; $250,000 had been cut from the Division of
Legislative Audit, $950,000 had been cut from the
Legislative Finance Division to be split evenly between the
House and Senate Finance Comittees, and $1.3 nmillion had
been elimnated from comrittee expenses. He noted that the
Ofice of the Governor and the Legislature primarily
operated with general funds.

Representative Gara understood that there was no way out of
t he Anchorage LIO building contract. He pointed to the $3.5
mllion rent increase and asked if there would be utility
increases of approximately $700,000. He wondered if the
utility increase would not occur in the upcomng fiscal
year as the building would not be inhabited until the
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following year. He thought the total |ease increase would
be roughly $4 nmillion.

Co- Chair Austerman would foll ow up on the question

Co-Chair Stoltze remarked that he and Co-Chair Austernman
were not the authorities on the issue.

Co- Chair Austernman added that the Anchorage LIO | ease was a
Legi sl ative Council issue.

2:40:18 PM

Representative WIson addressed the Departnment of Education
and Early Developnent (DEED) budget reconmmendations. The
total budget was $349, 429,400, which did not include the
forward funding of the foundation fornmula. Total UG was
$60, 319, 400. The total was a decrease of $2,214,800 or 0.6
percent from the FY 14 managenent plan. She noted that $3
mllion had been added to the Alaska Performance

Scholarship and $1.5 nmllion had been included for
Al askAdvant age Education G ant program for need-based
schol arshi ps. The subconmittee had renoved $1.1 mllion for

the Al aska Learning Network. She detailed that the program
was currently housed wunder the University of Al aska
Sout heast. She believed the program had noved | ocations
annually. She communicated that the university could
continue the program if it did one of tw things. The
program could be transferred to Ketchikan; the canpus was
currently providing the nost related prograns, which would
allow it to take advantage of $5 million of the governor's
initiative (the initiative enabled school districts to help
ot her  school districts). The second option involved
i ncreasing the course cost from $150 to $300, which would
generate $180,000; a new course cost $15, 000.

Representative Wl son discussed that DEED was the recipient
of many grants. She stated that there were no outcone
measurenents associated with the grants. She believed a
further discussion was needed to determ ne whet her DEED was
the appropriate recipient.

Representative Minoz asked how the digital |earning cut
would inpact the mning training program and digita
learning for the course. She relayed that the class was
offered in Juneau, but it was available digitally
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statewi de; the program offered dual credits for high schoo
st udent s.

Representative WIlson replied that the mning program was
not a part of the Al aska Learning Network. She had | ooked
online and the program appeared to be wth Departnent of
Labor and Workforce Devel opnent. She would follow up to
verify her wunderstanding. She stated that if the program
was successful it would be able to utilize funds provided
from school districts for high school students. She stated
that $4 mllion had been spent on the |earning network. She
opi ned that the program should be self-sustainabl e.

Representative Minoz would follow up with Representative
W1l son and with the UAS chancel | or.

2:43: 32 PM

Representative WIson spoke to recommendations for the
Department of Labor and Workforce Devel opnment (DLWD). She
stated that cuts to DWD and DEED were comng from
programs. The total budget was $182, 689, 200 including UG
of $32,012,700. The budget had been reduced by $8, 074, 000
or 4.2 percent. The subcommittee had renoved $2,391, 700
from the Al aska Youth First program She detailed that the
program funded career counselors in the schools. The
subcomm ttee believed communi cati on needed to be increased.
She stated that the counselors should focus on careers,
college, and technical prograns. She pointed to the

Techni cal Vocat i onal Educati on Program (TVEP); t he
subconm ttee felt that if the grants were nore conpetitive
the technical prograns would be in schools. The

subcommittee surm sed that increased career counselors were
not needed if good schools could market their own prograns.

Representative Costello asked whether the Alaska Youth
First program was a grant program offering funds to various
reci pi ents.

Representative WIlson replied that there were 18 recipients
under the Alaska Youth First program She stated that it
was difficult to determne how many students the program
was hel ping. She detailed that cost estimates per student
ranged from $40 to $5,000. She stated that there were no
out cone neasurenents available to justify continuing the
pr ogram
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Representative Costello asked if some of the grant
reci pients could be placed in the capital budget.

Representati ve W | son answer ed t hat Wi th good
representatives the recipients could go where they wanted
for funds. The recipients were primarily counselors in
school s replacing other areas that would receive education
funding. She stated that the noney would actually be
funding positions; therefore, she did not know whether the
program would qualify for capital funds. Sone of the
prograns were already in TVEP and the State Training and
Enpl oynent Program She added that there were a significant
nunber of state matching funds in several departnents.

Representative Costello relayed that DCCED was phasing out
a program that the subcommttee was hoping to fund in the
capital budget. The DCCED subcommittee was hoping to get
one of the programs into TVEP. She understood that one of
the recipients was Nne Star, which was an agency not
associated with a specific school.

2:47: 12 PM

Representative Gara expressed concern about a cut to the
Al aska Youth First Program He shared that schools had | ost
600 educators in the past three years due to a lack of
education funding; a nunber of the positions had been job
and career counselors. He wondered how school s woul d absorb
the | oss of counselors in the youth first program on top of
the counselors they had lost due to a lack of education
f undi ng.

Representative WIson could not tell if the program was
duplicative because it had not been used in all school
districts. She did not know how many counsel ors each of the
districts had. Once the subcommttee had gone through
federal matching for state funds only three areas had
remai ned; she pointed to the construction acadeny, the
youth first program and training for youths entering
adul t hood. She believed the state funded training schools
shoul d be responsible for outreach to students related to
their progranms. She opined that increased conpetition for
grants would incentivize training schools to work harder to
recruit students. She did not understand why there would be
a counsel or specifically for careers and anot her
specifically for <college; a counselor should have the
ability to help a student determne nultiple options.
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Representative Gara asked if there was evidence that the
counselors in the Alaska Youth First program had been
i neffective.

Representative WIlson replied that the subcommttee had not
been provided with any data on the program She stated that
unli ke the construction acadeny the program was not hands-
on. She relayed that the construction acadeny would be the
last area to cut general fund noney the follow ng year
until the legislature began cutting prograns with federa

matching funds and ones that were required by the
departnment. She stated that it was com ng down to what DWD
and DEED were mandated to do and what renai ned outside that
ar ea.

Representative Minoz referred to Representative WIson's
earlier testinony about noney for a specific program being
used in Ketchi kan versus at UAS. She wondered which program
Representative WIlson had been di scussing.

Representative WIlson replied that she had been referring
to the governor's $5 mllion digital initiative capital
project for DEED. The digital initiative asked for school
districts to reach out to other school districts. She
explained that if the Al aska Learning Network was | ocated
in Ketchikan it could apply for a grant that would allow
the program to continue its current outreach. |If the
program remai ned at UAS she believed it would not qualify
for the grant because it was not a school district.

2:52: 03 PM

Representative Edgnon spoke to the Departnment of Public
Safety subcomm ttee reconmmendations. The total budget was
$206, 111,800 including UG of $171,100,800. The budget
represented a UGF decrease of $1,192,900 or 0.007 percent.
He relayed that nost of the reduction cane from the deni al
of a request for 15 additional Village Public Safety
Oficer (VPSO positions totaling $3.1 mllion. The
positions had been denied given that approximtely one-
gquarter of the current authorized positions were vacant.
Gven the current vacancy factor the subcommttee had
determined that it was unnecessary to provide additional
positions. A request for a VPSO oversight trooper totaling
approxi mat el y $350, 000 had al so been deni ed.

House Fi nance Conmmittee 27 03/03/14 1:33 P. M



Representative Edgnon comunicated that the subcommittee
had accepted two decrenments for two patrol vessel s
including the Stinpson and the Wldstad. The decrenents
were made with the intent that he would work with Co-Chair
Austerman on bringing sonething back to the full House
Finance Commttee to address the situation. He detailed
that <currently the patrol vessel Stinpson resided in
Unal aska; the department clained that if it was noved to
Kodi ak savings of approximately $500,000 in personnel,
noor age, and fuel costs would occur. Unal aska had di sagreed
with the cut given that the Stinpson was the one |arge
vessel the state had to conduct search and rescue and ot her
associated activities in the Bering Sea and Al eutian I|sland
wat ers. The subconm ttee had agreed with the assessnent and
hoped the committee would be able to develop a solution.
The ol der Wl dstad vessel currently resided in Kodiak. He
detailed that $2.4 mllion had been appropriated for repair
work the previous year; $100,000 of the funds had been
spent and an additional $1.3 nmillion in repair work was
needed. The subcommttee did not agree  with the
departnment's reconmmendation that the Wldstad should be
replaced with a smaller 58-foot vessel that would be used
in the gulf. He spoke to high intensity storns in the open
waters of the gulf [that made using a smaller vessel |ess
practical].

Representative Edgnon referred to a $2.2 nmillion anmendnment
that had been included in the FY 14 suppl enental budget to
fund the Al aska Bureau of Hi ghway Patrol with G- noney. The
subcomm ttee transacted an anmendnent that would allow the
$2.2 mllion to go forward in the supplenental budget,
whi ch woul d keep the 19 troopers associated with the bureau
intact. The subcommittee had nmaintained $537,500 for two
increnments for the Council on Donestic Violence and Sexual
Assault (CDVSA). The increnents pertained to funding
operating expenses for wonmen's shelters and for expanding
progranms for children entering shelters with adults.

2:56: 58 PM

Representative WIson wondered if the supplenental funds
for troopers backfilled any federal funding.

Representati ve Edgnon replied in the affirmative.

Representati ve Edgnon addr essed t he Depart ment of
Corrections budget. The subconmttee recommended a total
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budget of $331,095,900 including UGF of $295,816,100. The
budget represented a UG- decrease of $1,126,800 or 0.004
percent fromthe FY 14 nmanagenent plan. He addressed a $2.5
mllion savings with the Point MacKenzie Correctional farm
related to the transfer of 112 inmates and correspondi ng
adm nistrative staff to the Goose Creek Correctional Center
(GCCO); inmates would be bused back to the farm during
farmng season to continue their work. He stated that the
subconm ttee had essentially accepted the governor's budget
with no changes. He pointed out that the transfer of
approximately 1,050 prisoners from Hudson, California to
GCCC was conplete; $3.3 mllion had been transferred from
the out-of-state contractual conponent of the departnent's
budget to other areas to enable the transfer of the innates
to GCCC. He relayed that there continued to be 15 to 20
special needs prisoners residing out-of-state at various
facilities.

2:59: 36 PM

Representati ve Thonpson spoke to the Departnment of Mlitary
and Veterans Affairs budget. The subcommittee recomended
total funds of 60,387,800 including UG of $24,879,800. The
difference in UG from the FY 14 managenent plan was an
increase in $2,605 500 or 11.7 percent. The subcomittee
had accepted the governor's anended proposal wth several
adj ustnments. He detailed that the subconmttee had reduced
the Al aska National Guard benefit appropriation by $142, 600
UGF (from  $769, 900 to $627, 300) for actuari al
recomrendati ons. The subcommittee had changed $1, 238, 300
from UG- to G- match for the Alaska Mlitary Youth Acadeny
in order to accurately reflect required federal matching
funds. The subcommttee had renoved all UG- operating and
sustai nment funding from the base budget for the Al aska
Aer ospace Corporation and had added the $6.1 million back
as a one-tinme increnment. Al of +the governor's other
requests had been accepted. Total reductions from the
governor's anmended budget were $142, 600 UG. The total fund
decrease from the adjusted base was $8,894,200 or 12.8
percent; $2.2 mllion of the figure was UG- primarily from
t he Al aska Aerospace Corporation.

Representative Gara referred to the Al aska Aerospace
Corporation rocket |aunch facility and noted there had been
one launch in the past three years. The recent nultiyear
contract only included one |aunch. He wondered if there was
a way to appropriate less than $6 mllion to maintain the
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facility so the corporation could either secure additiona
contracts or come up with a way to sell the facility to the
private sector. He wondered if it was necessary to fund
enpl oyees when rockets were not being | aunched.

Representative Thonpson replied that there was a |aunch
scheduled for the fall that required preparation at the
facility three nmonths in advance. He stated that w thout
personnel it was difficult for the corporation to market
for future |aunches. Two years earlier the funding had been
$10 nmillion; the corporation had commtted to reducing
funds by $2 mllion per year with the understanding that it
would close if commtnments were not obtained. The FY 15
increment of $6 million would be reduced to $4 mllion in
the followng year and to $2 mllion the year after that.
The corporation's director Craig Canpbell had conmitted to
closing or selling the facility if it was not successful by
the time funds ranped down. He explained that the director
was working on |looking for additional options that would
generate revenue at the facility. He detailed that M.
Canmpbel | had taken over at a point when the corporation had
not sought comrercial |aunch activity and he had turned the
program i deas around.

3:04: 37 PM

Representati ve Thonpson reported the Departnent of Revenue
subconm ttee recommendations for the FY 15 operating
budget . The subcommittee recomended total funds of
$371, 685,000 including UG- of $32,236,400. The subcommittee
had accepted the governor's recomendation wth several
adjustnments. There was a fund source change to reduce UGF
by $28,600 and to increase DG- by $28,600 for the Pick,
Click and Gve program within the Permanent Fund D vi dend
Di vi sion. The subcomittee had renmpved $125,000 of UGF from
Natural Gas Commercialization base funding for Al aska
Gasline | nducenent Act (Ad A audi t rei nmbur senent s;
$125,000 UG- had been added as a one-time increment. Al
ot her governor's requests had been accepted. The difference
total ed $22,767,000 or a 6.5 percent increase between the
FY 14 managenent plan and the subconmttee's recommended FY
15 budget.

Representative QGuttenberg wondered if audits for AG A had
ended. He asked if there was any ongoing work that needed
to be conpleted. He wondered if noney had been |eft
somewhere in the budget.
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Representative Thonpson replied that noney had been left in
the budget to conplete FY 15 audits. He comunicated that
the audits should be conpleted in the current year.

Vi ce-Chair Neuman spoke to the Departnent of Transportation
and Public Facilities budget. The subcommttee recommended
a FY 15 budget totaling $629, 119, 700 i ncl udi ng $278, 863, 400
UGF, $68, 096, 700 DG, $279, 341,000 other funds, and
$2,845,600 in federal funds. The budget represented a UG-
decrease of 1.5 percent or $4,190,600. He shared that the
subconmttee had held six neetings with the departnent and
recommended accepting the governor's proposed request wth
additional recomendations. The subcommttee recommended
replacing $900,000 UGF with capital inprovement project
receipt authority. The action fell under admnistrative
services and design and engineering conponents within the
departnment; costs were project specific and accounted for
human resources, information technology training, and
direct project costs. The subcommttee believed it was
appropriate to provide the state with the ability use sone
of the funds to cover admnistrative costs in federally
funded projects. He noted that the funding cap had not been
reached for engineering and accounting; funds would be used
for future adjustnents.

Vice-Chair Neuman pointed to a reduction in funding for
state highways, aviation, and facilities by $800,000 UG.
The subcommittee recommended that the departnent increase
cost-control and efficiency nmeasures including sunmer
overtime reductions. He detailed that the reduction had
been spread across Central, Northern, and Southeast Al aska
regions; the reduction was weighted to ensure that inpacts
were proportional. The Central region would receive
$311, 700, the Northern region would receive $397,300, and
Sout heast woul d receive $91, 000.

Vice-Chair Neuman addressed an elimnation of $1 mllion
UGF for marine vessel operations. The reduction would
elimnate gift shops on the Colunbia, Kennicott, Malaspina,
Mat anuska, and Taku ferries. The reduction did not inpact
cafeterias on the vessels. The subcommttee had explored
the possibility of I|easing vending machines from private
industries or adding roons to increase ferry revenue. He
stated that the ferry system had an online giftshop
avai l abl e for consunmers. He believed the gift shops reduced
t he anount of shopping passengers did in |local communities.
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He noted that LFD backup materials had been provided to
menbers.

3:11: 55 PM

Representative Quttenberg spoke to the $800,000 reduction
related to overtine sunmer costs. He was concerned about
where the overtinme costs would be cut. He wondered if the
subcommttee had identified specific costs that would be
cut. He discussed private sector projects overseen by the
departnment and maj or mai nt enance done by departnent crews.

Vice-Chair Neuman replied that the subconmttee had worked
to cut the $800,000 proportionately throughout the state.
The overtinme reductions were a recomendation provided by
the departnment; the reduction would allow the departnent
maxi mum flexibility to absorb cuts. He did not know how
overtime woul d work out on specific projects.

Vi ce-Chair Neuman addressed the Departnent of Health and
Soci al Services (DHSS) budget . He thanked Co-Chair
Austerman for his recomendation that the subcomm ttee neet
as a conmttee of the whole. He shared that nenbers had
travel ed throughout the state over the past interimto | ook
at close to all of the departnent's divisions. He read the
following detail related to the budget totals:

The House Fi nance Heal t h and Soci al Servi ces
Subconmittee reconmended a total FY 15 Budget of
$2,661,600.9 with a total UG of $1,249,955.7. The
difference in UG from FY 14 Mnagenent Plan 1is
$13,459.1 which is a 1.1% increase in fornmula and non-
formula funding. This takes into account the increase
in Medicaid Services. The Subcommttee recomended a
$2 mllion dollar reduction in energy assistance and
further the Subcomm ttee recommended reductions in the
anount of $4,489.0 from the $390, 035.7 Non-Fornula UG-
which is -0.1%

Vi ce- Chair Neurman rel ayed t hat t he subconmittee's
recomrended UGF funds were $6,489,200 or 0.5 percent |ower
t han the governor's proposed FY 15 budget.

3:16: 46 PM

Vice-Chair Neuman relayed that the subcomrittee had
accepted the governor's proposed budget wth additional
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recommendati ons. He expl ained that conditional |anguage had
been added to the governor's proposed budget:

Added Conditional Language allow ng the Conmm ssioner
the discretion to transfer up to $50, 000,000 between
appropriations in the Departnent of Health and Soci al
Services. This is to give the Departnment a little
cover with so nuch uncertainty happening in Health and
Soci al Services on the Federal Level with things |ike
sequestration, the Affordable Care Act, and what is
happening in the Health Care Market pl ace.

Vice-Chair Neuman felt that the change would save DHSS
money by providing themwith flexibility at the end of the
budget season. He di scussed reductions to the budget:

Behavi oral Heal t h/ Behavi oral Health G ants:

o Decrenmented $1,043.0 G-/MH and reflect savings
fromthe reallocation of funding from residenti al
t r eat ment services to i nt ensi ve out pat i ent
subst ance abuse treatnent services.

o This reallocation wll allow for t he
treatment of approximately 223 additional
individuals in outpatient services providing
greater capacity at the outpatient |[evel
with the intention of shifting the curve of
the nunber of people requiring residential
treatment while working on a program for
access to residential treatnent.

e Decrenment $1,000.0 GF/VWH in the Behavioral Health
Grants allocation. This is being done to bring
this allocation into alignment by taking into
account non-perform ng and/or under per form ng
grants in Behavioral Health G ants Conponent.
The Subconmmttee Plan that has been presented

shows just under $138 MIllion in Behaviora
Health (a 2.4% reduction) with $84 mllion in the
grants line (a 3.9% reduction). During the
Division's presentation it was noted that the
service popul ati on for t he Di vi si on IS

approximately 26,329 individual and that the
average cost for services excluding prevention is
$9, 165 per person. There is a Behavioral Health
Systens Assessnent happening now that wll help
identify areas of need in our State along wth
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the Departnent’s review of the grants wll help

bring the funding into alignnent. Keep in mnd
that there is flexibility to nove funding, if
t here are specific needs, wi t hin t he
appropriation and W th t he recommended

condi tional | anguage.
Publ i ¢ Assi stance/ Energy Assi stance Program

Reduce Public Assistance Energy Assistance Program for
Al aska Heating Assistance by $2, 000. 0.

e There is $13,164.30 in Federal Funds which is the
federally funded portion of the program providing
assistance to those wth incones below 150%
Federal Poverty Level (The Division of Public
Assi stance issued paynments averaging $1,253 to
11,449 LIHEAP (Low Incone Hone Energy Assistance
Program households (inconmes below 150% Federal
Poverty Level) and $13,358.5 G- to serve those
with income levels between 151% and 225% of
Federal Poverty. (Division of Public Assistance
served 2,304 households with inconmes between 151%
and 225% Federal Poverty Level with an average
paynment of $678).

Public Health/Health Plan and Systens Devel opnent:
Reduced by $1,200.0 UG, a portion of the Supporting

Health Care Access through Loan Repaynent Program
(SHARP | & I1).

e Sharp | is the federally funded portion of this
program
e Sharp Il was enacted in 2012 with the intention

of increasing care in Rural Al aska.

e Interestingly this program was identified in the
I ndirect Expenditures Research that should be

revi ewed.
Vi ce-Chair Neuman relayed that the SHARP | and Il prograns
were intended to assist nedical personnel in reducing
educational costs if they returned to work in Al aska. SHARP
| was a 50/50 federal/state match; SHARP Il was an
addi ti onal funding of $1.2 mllion. The recomrended

reducti on would come out of the SHARP || program budget. He
di scussed additional reductions:
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Public Heal th/ Community Health G ants:

Decrenented $1,000.0 UG- (50% of the program) fromthe
Community Health Aide Training and Supervision Gants.

e The needs and uses of this program have changed
considerably since it was established in 1984.
The use of nodern technol ogy nethods of training
such as Tel e-heal th and onli ne training
opportunities allow this program to continue with
reduced fundi ng.

3:22: 06 PM

Vi ce-Chair Neuman el aborated that originally there had been
$2 mllion included for the Community Health Aide Training
and Supervision grants. There had been approximtely $1
mllion remaining in the program the cut was to the $1
mllion. He spoke to the | ast budget decrenent:

Heal th Care Medi caid Services:

Removed $52.5 Federal Receipts and $52.5 G F Match
used to fund the Al aska Prescription Drug Database
that is housed in the Departnment of Comrerce,
Community and Economic Developnent’s Division of
Cor por ati ons, Business and Professional Licensing.

Representative Guttenberg asked about the prescription drug
nmoni toring database. He wondered why it had been deleted
and if it had been noved to anot her departnent.

Vi ce-Chair Neuman replied that he had recomrended that the
dat abase be noved based on evaluations that were put forth.
The subconmittee had heard from Dr. Ward Hurlburt with the
Al aska Health Care Commi ssion who had relayed that the data
was not live. He stated that the data was two to four weeks
out; the original goal was to reduce opiate use throughout
the public and to prevent individuals from "shopping"
doctors. He stated that because the database did not
reflect live-time the goal was not net. The subconmttee
had found that enforcenent had fallen to pharmacists and
pharmacy technicians. He pointed to a lack of safety
related to expired drugs. He relayed that +the RSA
[ Rei nbursable Services Agreenent] was nmanaged by the
phar macy board under DCCED.
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Representative Quttenberg asked for verification that the
dat abase woul d not be nanaged given the reconmended budget
cut. Vice-Chair Neunman agreed.

Co-Chair Austerman W THDREW his OBJECTION to the adoption
of the CS Wrk Drafts. There being NO further OBJECTI ON
Wrk Draft 28-GH2671\P for HB 266 and Wrk Draft 28-
GH2673\C for HB 267 were ADOPTED

Co- Chair Austerman discussed future neetings. He requested
that nenbers provide any anendnents to his office. He
recogni zed that LFD was a large part of the budget process.
Additionally, he thanked the Ofice of Managenent and
Budget for its work.

3:28: 45 PM

Representative WI1son asked about the budget anmendnent
deadl i ne.

Co-Chair Austernman replied that the deadline was 5:00 p.m
on Wednesday. He discussed the schedule for the follow ng
day.

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.

#
ADJ OURNIVENT

3:29:52 PM

The neeting was adjourned at 3:29 p.m
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