HOUSE FI NANCE COW TTEE
January 21, 2013

1:31 p.m
1:31: 24 PM
CALL TO ORDER
Co-Chair Austerman called the House Finance Conmttee

nmeeting to order at 1:31 p.m

VEMBERS PRESENT

Representative Al an Austerman, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Mark Neuman, Vice-Chair
Representative Ma Costello

Representati ve Bryce Edgnon
Representative Les Gara

Representati ve Li ndsey Hol nes
Representative Scott Kawasaki, Alternate

Representative
Representati ve
Representati ve

VEMBERS ABSENT

Representati ve

ALSO PRESENT

Bryan Butcher,
R Fauske,

Chi ef
Al aska Housing Finance Corporation (AHFC),

Cat hy Munoz
St eve Thonpson
Tamm e W1 son

David Guttenberg

Conmi ssi oner,
Executive Oficer

Depart nment

O Revenue;
and Executive Director,
Depart nent of

Dani el

Revenue; Doug Woliver, Deputy Admnistrative Director,
Al aska Court  System Rhonda MLeod, Chi ef Fi nanci al
Oficer, Alaska Court System Jerry Burnett, Legislative

Li aison and Director, Division of Adm nistrative Services,

Depart nent of Revenue
SUMVARY

FY14 GOVERNOR S BUDGET OVERVI EW DEPARTMENT OF REVENUE,
ALASKA COURT SYSTEM

"FY14 GOVERNOR S BUDGET OVERVI EW DEPARTMENT OF REVENUE
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1:33: 22 PM

BRYAN BUTCHER, COWM SSI ONER, DEPARTMENT OF REVENUE, (DOR)
i ntroduced hi nsel f. He di scussed t he Power Poi nt
Present ati on, "Al aska Depart nent of Revenue, Budget
Overview, House Finance Conmttee: Monday, January 21,
2013" (copy on file).

Comm ssi oner Butcher shared slide 2, "Al aska Departnent of
Revenue. The mssion of the Departnent of Revenue is to
collect, distribute and invest funds for public purposes.”
He stressed that there had been recent discussions with the
governor regarding greater fiscal restraint. He relayed
that there were discussions about the price of oil and how
it affects the State's revenue. He stressed that there
woul d be a nore constrai ned budget than in previous years.
He pointed out that because of the progressivity aspect of
the tax structure, the anount of revenue drops at a

di sproportionately large ©percentage conpared to the
percent age decrease of oil price or production. A drop down
to $90 a barrel of oil would have an inpact of billions of

dollars in State revenue. He shared the major prograns of
DOR:

Tax Division: Enforces the tax laws of the state;
coll ects and accounts for tax revenues

Treasury Division: Manages and invests state funds

Per manent Fund Dividend Division: Admnisters the PFD
program and distributes the annual dividend paynment to
el i gi bl e Al askans

Child Support Servi ces Di vi si on: Col I ects and
di stributes child support to custodial parents

Conmi ssi oner Butcher shared slide 3, "Results in FY 2012."

Permanent Fund Dividend D vision: O the 144,056
eligibility cases opened in 2011, 88 percent were
reviewed by Septenber 15 and either closed, resolved,
or awaiting information fromthe applicant.

Representative Gara wondered if there was crimnal action
that would take place related to wunpaid child support.
Comm ssioner Butcher replied that it would be a crimnal
offence if child support was not paid. He furthered that
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there was currently an exam nation of a possible "better
way" to collect child support.

Representative Gara recommended "deferred prosecution” for
i ndividuals who were calcified child support offenders. A

deferred prosecution would not al ways result in a
prosecution, but nerely pronpt the back child support to be
pai d. Conmi ssi oner But cher agreed to examne that

proposition, and agreed to participate in discussions
regardi ng deferred prosecution.

Comm ssioner Butcher shared that Child Support Services
collected $118.6 mllion, a 4 percent increase over |ast
year. O this, $105.8 mllion was disbursed to custodial
parents and chil dren.

1: 39: 57 PM

Co-Chair Stoltze wondered what happened to the other $12.8
mllion.

JERRY  BURNETT, DI RECTOR, DVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF REVENUE, replied that the "other"
nmoney went to the federal governnent and the State of
Alaska to repay welfare cases. That other noney was
formerly referred to as Child Support Receipts, which was
used for the State match. Currently, it was not separately
identified in the budget.

Conmi ssi oner Butcher continued with slide 3:

The federally required self-assessnent review showed
that CSSD exceeded all federal requirenents for the
child support program

CSSD increased its teenage outreach program by
visiting 44 school s throughout the state.

Co-Chair Stoltze made a joke by asking if DOR was attending
Personal Accountability classes or Health classes. M.
Burnett replied that he was not sure, but agreed to provide
further information.

Co-Chair Stoltze expressed concern regarding governnent

pr ogr ans and t he ram fications for i ndi vi dual s
participating in those prograns.
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Comm ssi oner But cher conpl eted di scussing slide 3:

Tax Division: 96 percent of known taxpayers filed tax
returns and made their paynents tinmely.

Representative Gara wondered how many "C corporations" paid
taxes in the state. Conm ssioner Butcher agreed to provide
that information

1: 43: 02 PM

Conmmi ssi oner Butcher | ooked at slide 4, "Results.™

On January 15th, the State sold $162 mllion of
CGeneral Obligation bonds.

The State received nore than $600 million in orders
and achieved a true interest cost of 1.42 percent.

The bonds were the first to be issued by the State
under its new AAA/ Aaa/ AAA rati ng.

Co- Chair Austerman wondered if the General bligation (GO
bonds were from FY 10. Conm ssioner Butcher replied that
the GO bonds were the last half of the voter-approved bonds
in the 2010 general election. He stated that bonds woul d be
sold at the beginning of March 2013, for the first half of
the transportation projects that were approved in the 2012
el ection.

Co-Chair Austerman wondered if there were other bonds from
2010, 2011, or 2012 that were not vyet available for
transportation projects. M. Burnett replied that the GO
bonds that were outstanding were from 2012.

Cormmi ssi oner Butcher continued to discuss slide 4.

Fitch —

The state has used recent windfalls from high oil
prices to repay past (CBR) draws and renmamins commtted
to maintaining sizable reserves, a key rating factor
gi ven forecasted declines in oil production over tine.

Moody’' s —

A conservative approach to forecasting oil
revenues with respect to assunptions for both price
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and production has |ong been a key el enent of Al aska's
credit profile.

Expectations that the state will continue to provide
conservative forecasts support the Aaa rating.

The out | ook for Al aska

is st abl e, based on
expectations the state wll

conti nue to make

conservative oil revenue forecasts and plan for the
eventual depletion of its oil resources, and that its
| arge budgetary reserves wll allow it to wthstand

short-term production disruptions.

St andard and Poors (S&P) -

Consi deri ng t he i mportance of oil-related
revenues to the state’'s budget, its forecasts of both
oil prices and production are crucial to its fiscal
condi tion.

The state’s Departnent of Revenue (DOR) has a good
track record forecasting year-ahead prices and
production | evels.

A bigger issue for the state is neasuring the |ong
termrate of oil production decline.

The state has built up substantial reserves to provide
essential services in the event of a future revenue
downturn, while hedging against declines in North
Sl ope oil production and fluctuations in oil prices.

Vi ce-Chair Neuman shared that he had a discussion regarding
bond ratings wth the director of the Legislative Finance
D vision (LFD) about the capacity of the State if it was in
a deficit. He observed that the State was currently in
deficit spending in the operating budget. He wondered how
the Ilending agencies would evaluate the State's bond
ratings. Comm ssioner Butcher replied that the eval uation
was based on many pieces of a conplex puzzle. He commented
that the State's recent history of surplus spending
reflected positively in its evaluation. Deficit spending
woul d be negative, but he did not feel that it would result
in a direct downgrade. The |ending agencies exam ne the
activity with the econony of the state and its anple
reserves.
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Vi ce- Chair Neurman reconmended further information regarding
deficit spending. He remarked that Al aska needed to renain
conpetitive in the oil market. He felt that there would be
nore oil available in the United States. Al aska needed to
mai ntain or drop the price of crude oil, because of supply
and demand in the market.

1: 49: 48 PM

Conmi ssi oner But cher di scussed slide 5, " Tax Revenue
Managenment System (TRMS)."

$34.7 mllion was appropriated in 2011

A 3rd party project manager was brought on board in
the summer of 2011 to assist wth the RFP and
contractor selection.

An RFP was issued in the fall of 2012.

Fast Enterprises’ GenTax product was selected in
Decenber of 2012.

DOR will be inplenmenting a Commercial Of-the-Shelf
(COTS) system

The phased inplenentation of the DOR Tax Division' s 22
tax systens will begin in March of 2013.

There is a 3 year tineline for full inplenmentation.

Co-Chair Austerman wondered if the tax filers would file
el ectronically. Comm ssi oner But cher replied in the
affirmati ve. He furthered that there would be the
opportunity for detailed information on +the taxpayer,
accessi bl e by DOR

Cormmi ssi oner Butcher |ooked at slide 6, "Authorities and
Cor porations.”

Al aska Housing Finance Corporation: To provide
Al askans access to safe, quality and affordable
housi ng.

Al aska Permanent Fund Corporation: To naxinze the
val ue of the Permanent Fund within return objectives.
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Al aska Mental Health Trust Authority: To adm nister
the Alaska Mental Health Trust as a perpetual trust
and to ensure a conprehensive and integrated nental
health programto i nprove the lives of beneficiaries.

Al aska Muni ci pal Bond Bank Authority: To provide
muni ci palities wth financing options for capital
proj ects.

Conmmi ssi oner Butcher shared slide 7, "7-Year Look Back at
Departnment Activities."

Revenues collected by the Tax Division increased 268

percent:
FYO05 $1, 951, 247, 500
FY12 $7,173, 800, 000

Funds under nmanagenent by the Treasury Division
i ncreased 128 percent:

12/ 31/ 2004 $20, 448, 418, 000

12/ 31/ 2012 $46, 598, 422, 000

Nunber of Permanent Fund Dividends paid to Al askans
i ncreased 7 percent:

FYO05 599, 243

FY13 641, 697 (total estimated for 2012 divi dend)

Nunmber of <child support <cases increased 4 percent
while the anount of <child support distributed to
custodi al parents increased 21 percent:

FFY05 45, 259 cases $98.6 nmillion disbursed

FFY12 47,044 cases $118.6 mllion disbursed

Conmmi ssioner Butcher |ooked at slide 8 "Gowh in State
Funds 2005-2012 CBRF and CeFonsi." He explained that the
red line displayed the totals in the Constitutional Budget
Reserves (CBR) from 2004 to 2011. He noted that the CBR had
grown considerably over the three years prior. The blue
line represented the General Fund and other non-segregated
i nvestnments (CGeFonsi), which was at nearly the sane |eve
as the CBR The shaded blue area represented the
conbi nation of the two funds, which was currently slightly
above $20 billion.

1:54: 53 PM
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Representative Gara observed that the graph showed a
current savings of under $20 billion, but the graph was
outdated. There was actually slightly nmore than $20 billion
in savings. Comm ssi oner But cher responded in the
affirmative. He shared that there was approxinmately $25
billion currently in the savings accounts.

Representative Gara shared that he had assuned that there
was currently $17 billion in the savings accounts. M.
Burnett clarified that the graph also included the
i nvest ments.

Co-Chair Austerman requested a |ist of +the different
i nvestnents. M. Burnett stated that there were over 100
funds in GeFonsi that were invest ed.

Comm ssi oner Butcher shared that there would be a separate
presentation about the different investnents.

Representative Gara surmsed that there was approximtely
$17 billion as actual savings in different accounts.
Comm ssi oner Butcher responded in the affirmative.

Comm ssi oner Butcher discussed slide 9, "Departnent of
Revenue Share Total Agency Operations.” He noted that the
share was currently less than 1 percent, with the exception
of FY 11, because of the Al aska Gsline Devel opnent
Corporation (AGDC) startup put into the operating budget.

Conmi ssioner Butcher shared slide 10, "Departnment of
Revenue, Percent of the Total Departnent's Budget by Fund
Group."” He explained that the graph displayed a breakdown
and a bar chart of the percent of the total departnent's
budget by fund group. He |ooked at the nmgenta-col ored area
of the graph, which represented other state funds from
i ndependent agencies within DOR. He pointed out the purple
area, which displayed the federal receipts. The yellow and
I ight blue areas represented the general funds.

Co- Chair Austerman requested a nore detailed outline of the
i ndi vidual fund sources in the magenta-colored zone of the
chart. Comm ssi oner But cher agreed to provide that
i nformati on.

Comm ssi oner Butcher |ooked at slide 11, "Departnent of

Revenue FY 2014 Governor’s Budget by Fund Source." He
explained that the Permanent Fund and corporate receipts
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occupied 36 percent; federal funds occupied 23 percent;
ARMB pension funds occupied 13 percent; AHFC corporate
recei pts occupied 11 percent; general funds (UG) occupied
9 percent; designated general funds (DG) occupied 3
percent; and other funds were 5 percent.

1: 59: 20 PM

Co- Chair Austerman wondered if the red bar on page 10 could
related to the pie chart on page 11. M. Burnett replied in
the affirmative, and furthered that the red bar on page 10
i ncluded everything displayed on page 11, except for the
general and federal funds.

In a response to a question from Co-Chair Austernan,
Comm ssi oner Butcher stated that the red bar, on page 10,
was neant to represent a big picture scenario. He
acknow edged that perhaps that was a m st ake.

Comm ssi oner Butcher discussed slide 12, "Departnent of
Revenue FY 2014 Governor’s Budget by Program"™ He expl ai ned
that the graph displayed a breakdown of different divisions
and agencies: The Alaska Permanent Fund Corporation

$126.312 nmillion; Alaska Housing Finance Corporation,
$97.037 mllion; Al aska Retirement Managenent, $52.136
mllion; Child Support Services Division, $28.363 mllion;
Tax Division, $16.768 mllion; Treasury Division, $10.323
mllion; Permanent Fund Dividend Division, $8.378 mllion;
Adm ni stration and Support, $5.298 mllion; Al aska Mental
Health  Trust Authority, $4.203 mllion; and Al aska
Muni ci pal Bond Bank Authority, $838.8 thousand.

Representative Gara wondered if the requests for the
Permanent Fund and the Arm Board were for the costs of
staffing to run the contracts. M. Burnett responded that
approximately $114 million of the $126 mllion in the
Per manent Fund appropriation was for external nanagenent
fees. The Arm Board had over $40 nillion for external
managenent fees. He declared that the largest portion of
t he DOR budget was external nanagenent fees.

Representative Gara wondered if DOR had ever exam ned
possible savings in managing the funds. Conmm ssioner
But cher replied that DOR continually examned the
possibility of savings. He furthered that the Pernmanent
Fund Corporation <could nore information about their
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internal savings. The Arm Board's passive and active
managenent woul d be addressed at a neeting at a | ater date.

2:05:15 PM

Comm ssi oner Butcher shared slide 13, "Key FY 14 Budget
Changes. "

Film O fice Executive Director: $148,000 GF, New
responsibility in Departnent of Revenue

Ol and Gas Audit: $372,000 G-, Two new positions

Long Term Care Orbudsnman: $107,000 G-/ WH, New
assi stant ombudsnman for increasing case | oad

AHFC New Mortgage Mrketing Plan: $680,000 AHFC
Recei pts, New Marketing effort to increase AHFC market
share

Representative Thonpson surmsed that three positions had
been added to the Departnment of Commerce, Conmunity and
Econom ¢ Devel opment DCCED, including the Film Ofice
Executive Director. M. Burnett replied in the affirmative.
He stated that because of the structure of the bill, there
would be a comm ssion established to determine the film
credit distribution.

Representative Thonpson wondered if DOR had not tracked
past film taxes. M. Burnett replied that DOR had audited
the tax credit after DCCED had conpleted the prelimnary
wor k. The additional work would be the narketing work.

2:11: 00 PM

Representative Mmnoz remarked that the Departnent of
Adm nistration had added a retiree advocate for long term
care issues, so she wondered what the Long-term Onbudsman
position would be concerning. M. Burnett replied that the
position was required under federal statute to reside in
the senior assisted living centers.

Vi ce-Chair Neuman noted that there would be an increase of
over $1 mllion by adding the new positions displayed in
slide 13. He wondered if there was a way to determne
efficiencies in dollar form Comm ssioner Butcher replied
that he did not know the exact figure related to the value
of additional auditors, but that he could provide further
i nformation.
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Vi ce-Chair Neunman stressed that the state enpl oynent woul d
be subject to step increases and retirenent benefits.
Al though there were front-end costs, long-term costs would
be considerably higher. Conm ssioner Butcher understood
Vice-Chair Neuman's concerns. He furthered that in recent
years, there had been al nbst no requests for new positions.
He stressed that the Film Ofice Director position was a
result of changi ng of departnment responsibilities.

Representative Gara wondered why a position was needed for
sonmeone to just read film scripts. He wondered why that
task could not be perfornmed by soneone at a |ower |[evel
like an intern. Comm ssioner Butcher replied that four
comm ssioners had been tasked to exam ne and make approvals
on appropriate project to be eligible for state credits.
The position of the Film O fice Executive Director would be
to run that conmm ssion

Representative Costell o wondered how AHFC coordinated their
mar keting efforts.

2:16: 33 PM

DANIEL R FAUSKE, CH EF EXECUTIVE OFFICER AND EXECUTI VE
DI RECTOR, ALASKA HOUSI NG FINANCE CORPORATION (AHFCO),
DEPARTMENT OF REVENUE, explained that one of the goals of
AHFC was to focus on a first-time honeowner benefit. He
stated that noney was needed to narket the new program
because there was intense conpetition on interest rates in
t he market.

2:18: 35 PM

Representative Thonpson wondered if the requested noney
would be in conmpetition with private in-state banks. M.
Fauske replied in +the negative. He stated that the
nort gages woul d be sold, and nanaged by a private firm

M. Burnett presented slide 14, "FY 14 Capital." (in
t housands)

PFD Division System Software Conversion: 1,500.0 PFD
Fund

PFD Di vi si on Comput er Replacement: $130.0 PFD Fund

Child Support Conputer Replacenent: $143.9 Fed/ 74.1 GF
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Per manent Fund Corp NetApp Filer: $55.0 PF earnings

Alaska Housing Finance Corp Miltiple Projects:
$88, 200. 0 GF, $850.0 Gt her, $13,800.0 Fed

$31.5 million: Watherization

$20 mllion: Hone Energy Rebate

$8 mllion: Homel ess Assistance Program

$7 mllion: Suppl enent al Housi ng Devel opnent
Program

$6 mllion: Teacher, Health, Public Safety and
VPSO Housi ng Loans

$4.5 million: Senior Citizen Housing Devel opnent

Representati ve Thonpson wondered if the backup would be in
mllions of dollars. M. Burnett replied that it would be
in thousand dollars. He stressed that nost child support
prograns were federally matched 66 percent federal, and 34
percent state, whether capital or operating funds.

Representative Thonmpson surmsed that the PFD conputer
repl acenents request was estimated at $130,000. M. Burnett
responded that there were 81 enployees in the PFD Division,
and 227 in the Child Support Division.

2:24:49 PM

Representative Edgnon queried sone commentary on the AHFC
rebate prograns, specifically the Watherization program
He stressed that the rebate prograns saved individuals
great amounts of noney. He specifically wondered if noney
was appropriated to the prograns, could that noney be
utilized. M. Fauske replied that there wuld be a
presentation on the statistical data regarding the savings
that have resulted from the program He estimted that
approximately 4,000 jobs had been created as a result of
the rebate program and that the ideal situation for budget
requests would be applied to multiple years. He stressed
that marketing would help the program because people my
not be aware that the prograns still exist. He announced
that the request was for one year of marketing.

2: 30: 19 PM

Representative Edgnon was grateful for the explanation of
the rebate prograns and their benefits.
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Representative Gara requested information regarding what
prograns were available for individual communities. He felt

| egislators could include that information in their

newsl etters to supplenment marketing. M. Fauske agreed to
provi de that information.

Burnett |ooked at slides 15 and 16, "Departnent of

Revenue Ten Year Expenditure Projection.”

The mssion of the Departnment of Revenue is to
collect, distribute and invest funds for public
pur poses. The departnent achieves its mssion
through the efforts of four core agencies, two
cor porate agencies, and four boards and authorities.

The follow ng docunent provides an estimate of the
departnment’s budget changes over the next ten years

Projecting budgets ten years into the future for the
various prograns and fundi ng sources of the Departnent
of Revenue is a challenge. Changes to the departnent’s
prograns are not anticipated but are sonetines
affected by legislative action. As a result, the
assunptions and nunbers that make up the plan wll
continue to change as new information becones
avai | abl e.

Basel i ne Scenario Assunptions for DOR

The departnment’s operations costs were increased by
using a 2.5 percent annual inflation factor. The
inflation calculation does not i nclude personal
services or investnent managenent fees.

External custody and investnent managenent fees were
cal cul at ed usi ng anti ci pat ed rates appl i ed to
estimated future market val ues.

Basel i ne Scenario Assunptions for AHFC

Al aska Housi ng Finance Corporation's (AHFC) operations
costs were increased by using a 2.5 percent annual
inflation factor. The inflation calculation does not
include personal services or investnent nmanagenent
f ees.
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The Capital budget assunes that the Corporation’s
earnings will resume to pre-recession |evels.

The Weat herization program assunes the State wll
contribute $100 nmillion annually to maintain the
current program

Basel i ne Scenari o Assunptions for APFC

The Al aska Permanent Fund (APF) value was grown using
nmedi an capi tal market expectations.

Ext ernal investnment nanager fees were cal cul ated using
the projected value of the assets under mnmanagenent
mul tiplied by the projected cost of 24 bps.

Al aska Permanent Fund Corporation's (APFC) operations
costs were grown by 2.5 percent (inflation). APFC
oper ati ons costs (per sonal servi ces, travel,
contractual services, comopdities, and equipnent) are
correlated to the growmh of the Fund s investnent
hol di ngs.

2:33:59 PM

M. Burnett shared slide 17, "10 Year Projection G aphs."
He expl ained that the capital projection shows a spike, and
that is because Alaska Gasline Devel opnent Corporation
(AGDC) received its capitalization. The department growth
was fairly |ow based on DOR s projections and nethodol ogy.
The mpjority of the departnent's budget was conprised of
external investnent managenent fees.

\V/ g Burnett discussed slide 18, "10 Year Projection
Graphs."” He remarked that the graph was drafted by LFD, and
showed a slightly higher slope than the previous graphs.
That slope assuned increases based on inmediately prior
rates of growth, with a 6.1 percent annual grow h.

Co- Chair Austernman wondered if DOR was now anticipating a 1
or 2 percent growmh rate. M. Burnett replied in the
affirmative, and furthered that DOR did not include the
personal services costs. The personal services costs were
included in a state-wi de scenario, so the DOR projection
graphs would not show future contract costs for personal
servi ces.
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Vi ce-Chair Neunman wondered what divisions within DOR woul d
be nost affected by the | ower projections.

2:38:02 PM

Co-Chair Austerman wondered if the <charts would ook
different if there was only a three or five year
projection. M. Burnett replied that the charts would not
| ook much different than what was displayed. He reiterated
that the chart did not include personal services increases,
and stressed that personal services fees were a significant
cost to DOR

Vi ce-Chair Neuman wondered if the personal services cost
increase would be applied to all divisions. Conmm ssioner
Butcher replied that the increase would only include one-
third of the divisions, and specifically nentioned that the
Treasury and Tax Divisions were primarily General Funds.

Comm ssi oner Butcher discussed slide 20, "Wap-Up."

The Tax Division is actively engaged in inproving its
i nformation system to i nsure ef ficient t ax
adm nistration and tinely access to information
necessary for assisting wth tax policy decisions
contenpl ated by the |egislature.

The Departnment of Revenue is the state's |argest
i nvestment nmanager. We pride ourselves in prudent
investnment practices for a variety of prograns and
needs while achieving and maintaining the highest
credit rating and thus the |owest cost of borrow ng

Custoner service sections in the PFD and Child Support
Services Divisions have continuously inproved their
business practices in order to provide increased
service |levels without increasing staff.

Qur corporations receive national recognition for
their exenpl ary program managenent and fisca
sol vency.

Co-Chair Austerman handed the gavel over to Co-Chair
Stoltze

2:42:17 PM
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"FY14 GOVERNOR S BUDCGET OVERVI EW ALASKA COURT SYSTEM

DOUG WOOLI VER, DEPUTY ADM NI STRATI VE DI RECTOR, ALASKA COURT
SYSTEM  discussed the PowerPoint Presentation, "Al aska
Court System (copy on file). He shared the mission
statenent of the Al aska Court System

The m ssion of the Alaska Court System is to provide
an accessible and inpartial forum for the |just
resolution of all cases that cone before it, and to
decide such cases in accordance wth the [aw,
expeditiously and with integrity.

M. Wbol i ver | ooked at slide 2, "Di stinguishing
Characteristics of the Alaska Court System"”

State Funded — No County or Municipal Courts
Unified Judiciary

Adm nistrative Director Position Established in the
Constitution

Co-Chair Stoltze asked why the Al aska Court System (COURT)
did not frequently present to the commttee. M. Woliver
responded that judges were hired to resolve cases, and were
not hired in administrative capacities. The Court System
did not "weigh in" on legislative issues, because it would
underm ne the objectivity of the court.

Co-Chair Stoltze wondered why COURT did not testify during
budget hearings. M. Woliver replied that judges were
hired to resolve cases, so the admnistrative staff of the
COURT drafts the budget for the Suprenme Court's approval.

2:47: 30 PM

Representati ve Thonpson wonder ed what t he required
retirement age for judges in Alaska. M. Woliver replied
that the required retirement age for judges in Al aska was
70-year s- ol d.

Representative Thonpson stated that sone states had risen
the retirement age to 75-years-old. He wondered if changing
the retirement age would be an advantage to the State,
because sone retirenent judges were returning to work on
contract. M. Woliver did not know the COURT's view on
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that issue. He stated that sone individual judges canme back
on contract for assignnents, but it was on a case by case
basis, and was relatively inexpensive for the State.

Co-Chair Stoltze remarked that the downside of not reaching
70-years-old was "pretty harsh.”

Representative Gara shared that he worked for a judge that
had wondered about the constitutionality of a required
retirement age.

M. Wol i ver di scussed sl i de 3, "Di stingui shing
Characteristics of Alaska Court System vs. Oher State
Entities.”

No Di scretionary Functions
Reactive in Nature
Must Accept Work Initiated by O hers
M. Wooliver shared slide 4, "Factors |npacting Wrkl oads. "
Popul ati on
Pol i ce
Econony
St at ut ory Changes
O her
Co-Chair Stoltze remarked that the crimnal justice bills

that passed the legislature had very robust COURT fisca
notes and were always fully funded. M. Woliver agreed.

2:53: 53 PM
M. Woliver discussed slide 5, "Caseloads - FY11 vs.
Fyi2."

150, 956 New Cases Filed in FY12
Nearly Two-Thirds of Al Cases Oiginated in the
Anchor age/ Pal ner/ Kenai Courts

No significant change in Superior Court Casel oad;
District Court Casel oads are down 9 percent

Probat e Cases up 4 percent
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Donestic Violence Cases up 10 percent

M. Wooliver |ooked at slide 6, "Court System Enpl oyees."

Fundi

About 800 Permanent (GF-Funded)
Primarily O erical Enployees

Fi ve Supreme Court Justices
Three Court of Appeal Judges
42 Superior Court Judges

23 District Court Judges

44 Magi strates

Wool i ver discussed slide 7, "FY13 State of Al aska
ng — All Sources."”

Executive Branch (excludes debt service and special
appropriations) - 86.4 percent

Uni versity of Al aska - 11.3 percent
Al aska Court System - 1.4 percent

Legi slature - .9 percent

M. Wboliver |ooked at slide 8, "Breakdown of FY13 Funding

(GF).

FY13."

Personal Services Costs — 77.1 percent

Travel Costs — 1.3 percent

Services — 18.4 percent

Suppl i es/ Comodities — 2.9 percent

Capital Qutlay - .3 percent

Wooliver |ooked at slide 9, "Increments Funded in

No Dark Courtroonms — Six Cerical Positions

CGeographic Differential for Non-Judicial Enployees

Mai nt enance Costs for Leases, Uilities, Security
Screeni ng and Sof t war e

Co-Chair Stoltze handed the gavel to Co-Chair Austernman.
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Representative Costello wondered if the wondered if the
geographic differential for non-judicial enployees referred
to a percentage of their salary, or if it was a lunp sum
M. Woliver replied that it would be a percentage of their
sal ary based on the established rate for the community.

M. Wholiver discussed slides 10 through 12, "FY14 Fundi ng
Request ed. "

Bet hel Anericans with Disabilities Act Accommobdati on -
$456, 800

Representative Gara wondered if there was a consideration
to disallow the cost-differential factoring (high three
rule) into the retirenent paynents. M. Woliver deferred
to Ms. MlLeod.

2:59: 03 PM

RHONDA  MCLEQOD, CH EF FI NANCI AL  OFFI CER, ALASKA COURT
SYSTEM replied that the tier 1 enployees in PERS and TRS
were nost inpacted by the high three average rate. She
stressed that there were very fewtier 1 enployees.

Representative Gara wondered if tier 2 enployees had a high
3 rule. Ms. MLeod understood that tier 2 enployees had a
high 5 rule. M. Wholiver agreed to provide nore
i nformation.

Representative Gara shared that there was no ordinary snal
claims court in Alaska. He wondered if the COURT had
considered establishing a small clainms court, perforned by
| ower cost mmgistrates to avoid the high costs in district
courts. M. Woliver replied that individuals had a right
to a jury trial in district court, but no right to a jury
trial in small clainms court.

M. Woliver continued to discuss the FY14 funding
requests.

Bet hel Anericans with Disabilities Act Accommobdati on -
$456, 800

Co-Chair Stoltze wondered if prospective jurors were asked

about ocul ar i npairnent. M. Wooliver under the Anmericans
with Disabilities Act (ADA) and COURT rules, jurors were
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not required to hear. So, when that question is asked, it
is only in order to provide accombdati on.

3:04: 26 PM

M. Wholiver continued to discuss the FY14 funding
requests.

W de Area Network Bandwi dt h Expansion - $691, 700

GF/ WH  Ment al Health  Trust Authority Recommended
Projects — $1, 165, 000
Repl ace Federal Pass-Through Fundi ng

Representative Costello wondered if there could be a budget
tracking code. She specifically wondered what requests were
in place, which were drafted as a response to the |oss of
federal funds. She stressed that she would Iike to exam ne
this issue, because she wanted to determ ne the value of
each programin the COURT system

Co- Chai r Stoltze felt t hat Representative Costello's
concerns were valid.

M. Woliver continued to discuss the FY14 funding
requests.

$691, 300 is requested for:
Utilities and Operating Leases
New Leases — Craig and Sand Poi nt
Contractual Services |ncreases

Si x New Positions - $651, 100
Magi strate Perfornmance Anal yst
Pr ogr ammer / Anal yst
Security Anal yst
Contracts and Leasi ng Manager
Seni or Accounting Cerk
Records Techni ci an

3:09: 27 PM

Representative Gara wondered why a mmgistrate perfornmance
anal yst was needed to analyze the performance of
magi strates that were analyzed by judges. M. Woliver
replied that there was a "training judge" that was assigned
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to each magi strate. The nagistrate hired positions on their
own.

Representative Gara surmsed that the magistrates worked
for the judge, so the judges were able to best analyze the
magi strate's work. He wondered why the judges were not
anal yzing those nagistrates. M. Woliver replied that sone
analysis was performed in-house. He stressed that the
magi strates could use nore training that what was currently
of f er ed.

M. Woliver continued to discuss the FY14 funding
requests.

Projects Targeted at Al cohol Abuse - $90, 000
Operators w thout Licenses (OAL) Program
Fai rbanks 24/7 Sobriety Pilot Program

Co-Chair Stoltze shared a story about a person who had
their license suspended until 2095, and wondered if that
was an atypical case of a suspension. M. Woliver replied
that there were many people who had their |icense suspended
such that they could never get their |icense returned.

Representative WIson requested information regarding on
the Operators Wthout License program M. Woliver agreed
to provide that information

3:14: 25 PM

Representative Thonpson queried the results of 2417
Sobriety pilot program M. Woliver replied that the
program did not work well in Anchorage. He furthered that
the program focused on people who were nost likely to |ose
custody of their children, because of their substance abuse
probl ems. The program did not focus on Driving Under the
| nfl uence (DUl) offenders.

M. Wholiver continued to discuss the FY14 funding
requests.

Conmput er Repl acenent Funding - $175, 000
| ncrease base funding to $600, 000

Sof t war e Support - $114, 900

I nterpreter and Transl ation Services - $25,000
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M. Woliver discussed slides 13 and 14, "Funding Changes
FYO5 to FY14."

Per sonal Servi ces:
Sal ary Adjustnents

New Judges — Eight Superior Court and Three
District Court

No Dark Courtroons Initiative

Servi ces:
Leased Facility Expenses i ncl udi ng Publ i c
Bui | di ng Fund Partici pation
Utility and Mi ntenance Costs
Sof t ware Support Costs
Ther apeutic Courts

M. Wboliver |ooked at slide 15, "Alaska Court Systenis
Share of Total Agency Operations.” He stated that the graph
di spl ayed the percentage of the cost of State governnent,
with the COURT averaging from 2 percent to .2 percent of
the total general fund spending.

M. Wholiver discussed slide 16, "Alaska Court System
Percent of the Total Agency's Budget by Fund Goup." He
expl ained that COURT was al nost conpletely funded by the
general fund. He added that there were sone Mental Health
Trust Authority receipts and other State funds.

Co-Chair Stoltze wondered if the COURT benefited from
forfeiture and seizures. M. Woliver replied that the
COURT did not benefit formforfeiture and sei zures.

M. Wboliver displayed slide 17, "Funding Changes FY05 to

FY14." The allocation of increased general fund was 44
percent for salary adjustnents; 31 percent for increnents;
10 percent for therapeutic courts; 10 percent for

mai nt enance; and 5 percent for no dark courtroons.

3:20: 37 PM
M. Wooliver |ooked at slides 18 through 21, " FY15 and
Beyond. "

Respond to Wrk Initiated by O hers
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Makes Planning for the Next Ten Years Very
Difficult

El ectroni ¢ Docunent Managenent (E-Filing) Project
| npact to Al Justice Agencies
| mpr ove Publ i c Access to Data and Case
Information Facilitate Data Exchanges Between
Justice Agenci es | mpr ove Case Processi ng
Ef ficiencies

Co-Chair Stoltze felt that the statenent on slide 18 was an
i nverse statenent.

M. Wooliver continued to discuss "FY15 and Beyond."

In the Near Term New Superior Court Judges may be
Needed for Juneau, Bethel, and Pal mer Courts

In the Long Term New Judges nay be Needed Due to
Popul ati on Changes in Southcentral Al aska

Vice-Chair Neuman wondered if electronic filing was
avai l able for paying a traffic ticket on site. M. Woliver
replied that the electronic filing for paying a traffic
ticket was sonething that COURT hoped would be available in
t he future.

M. Wooliver continued to discuss "FY15 and Beyond."

| nprovenent of Justice Facilities in Kotzebue, Bethel
and Nonme and Additional Space in Pal ner

Vi deoconf erenci ng and Bandw dt h Expansi on
Reduce costs associ at ed wi th transporting
defendants to court proceedings

M. Wholiver discussed slide 22, "Alaska Court System

Conti nued Budget G owh Conpare to 10-year Plan."” If the
| ast several years' growh was applied to the future, the
green line hike would occur. The black dotted 1Iine

represented the current plan.

3:27:52 PM

M. Woliver looked at slide 23, "Alaska Court System
Conti nued Budget G owh Conpared to 10-Year Plan." This
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slide was simlar to slide 22, but with all funding sources
consi der ed.

Co- Chai r Austerman di scussed housekeepi ng.
Co-Chair Stoltze al so di scussed housekeepi ng.

Representative Gara conmented that it was often cheaper for
the State to utilize in-house enployees, rather than hiring
out si de managers.

Vi ce-Chair Neunman pointed out that DOR had not offered a
plan to inplenent spending controls. He felt that
i nformati on was necessary fromthe departnents.

Representative Costello felt that there were also sone ways
to control the costs, which included hiring outside
managers. She stressed that State enployees versus
contracted enpl oyees i ssues were based on circunstance.

#
ADJ QURNVENT
3:32:32 PM

The neeting was adjourned at 3:32 p.m
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