HOUSE FI NANCE COW TTEE
February 2, 2015
1:32 p.m

1: 32: 16 PM

CALL TO ORDER

Co- Chair Neuman called the House Finance Commttee neeting
to order at 1:32 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Represent ati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Quttenberg
Representative Scott Kawasaki
Representative Cathy Minoz
Representative Tanm e WI son

VEMBERS ABSENT

Representative Lance Pruitt

ALSO PRESENT

Larry Hartig, Comm ssioner, Departnent of Environnental
Conservati on; Doug Wbol i ver, Deput y Adm ni strative
Director, Al aska Court System Judiciary.

SUWARY

HB 72 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS
HB 72 was HEARD and HELD in commttee for further
consi derati on.

HB 73 APPROP: MENTAL HEALTH BUDGET

HB 73 was HEARD and HELD in commttee for further
consi derati on.

House Fi nance Conmmittee 1 02/02/15 1:32 P. M



FY 16 BUDGET OVERVI EW DEPARTMENT  OF  ENVI RONMENTAL
CONSERVATI ON

FY 16 BUDGET OVERVI EW ALASKA COURT SYSTEM
#hb72

#hb73
HOUSE BILL NO. 72

"An Act nmeking appropriations for the operating and
| oan program expenses of state governnment and for
certain progr ans, capitali zing f unds, maki ng
reappropriations, and nmaking appropriations under art.
| X, sec. 17(c), Constitution of the State of Al aska,
from the constitutional budget reserve fund; and
providing for an effective date."

HOUSE BI LL NO. 73

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

AFY 16 BUDGET OVERVIEW  DEPARTMENT OF ENVI RONMENTAL
CONSERVATI ON

1: 33: 17 PM

LARRY HARTIG ~ COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL
CONSERVATI ON, highlighted the PowerPoint presentation "FY
16 Depart nent Overvi ew:. Depart ment of Envi r onnment al
Conservation."

Comm ssioner Hartig began with slide 2: "DEC s Mssion."
Protect human health and the environnent.
Commi ssioner Hartig reviewed slide 3. "Qutcones."

-Clean water, healthy air, and good nmanagenent of
hazardous materials and waste

-Safe drinking water and sanitary waste di sposal

-Food safe to eat

-Low risk of spills and efficient, effective response
when spills occur

-Wse resource devel opnent for a growing state
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Comm ssioner Hartig turned to slide 4. "Means."

- Sci ence- based st andards

-Permts and aut hori zati ons i ncor porating t hese
st andar ds

-Moni t ori ng, out r each, conpl i ance assi stance, and
enf or cenent

- Emer gency response and oversight of spill clean-up

- Meani ngf ul and effective public processes for
devel opi ng standards and permts

- Techni cal assi st ance, grants, and | oans to

comunities for dri nki ng wat er and wast ewat er
infrastructure

Comm ssioner Hartig discussed Slide 5: "Wuat Al askans Get
for Their Mney."

According to calculations by Legislative Finance,
DEC s FY2016 general fund budget is equal to $144 per
year per resident worker - that’s just 39¢ a day for:

clean air to breathe

clean water to drink

safe food to eat

clean | and and waters
responsi bl e resource devel opnent

If you look at the nunbers by total population, that
nunber drops to roughly 18¢ a day per Al askan

Comm ssioner Hartig comented that the Departnment of
Environmental Conservation's (DEC) mssion benefitted the
general population of the state as well as, future
generations of Al askans, tribes, and communities. The
departnment benefitted businesses by ensuring safe economc

devel opnent through its permts, aut hori zati ons, and
over si ght.
Comm ssioner Hartig continued wth slide 6: "Existing

Budget Conditions."

- Federal Sequestration and declining federal funds
-Ex: Drinking Water program |ost $267.2 federa
revenue in FY2014, nore than 3% of all funds

-Budget cuts in recent years

-Declining balance in the Prevention Account
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-Not all fees reflect the actual cost of the work
-Ex: Fees for permtted Direct Market Fishing
Vessel s < 65 feet are set in statute and
cover approximately 12% of the cost to conduct
vessel inspections
-DEC has i npl enented cost saving neasures in FY2015:
- Ret ai ni ng vacanci es
- Avoi di ng non-essential travel
- Addi ti onal revi ew of pendi ng contractua
solicitations
-Departnment-wi de vacancy rate is currently about 12%
but varies across the five divisions

Commi ssioner Hartig discussed budget cuts and how DEC had
been cutting the budget over the years. He renarked that
the Village Safe Water Program |ost 60 percent of its
federal funding and currently the department was $2.1
mllion short funded out of a $15 mllion budget for the
Spill Prevention and Response (SPAR) program due to |ess
than expected interest earnings income on the response
account .

Comm ssi oner Hartig enphasized that the departnment's
vacancy rate was one indication of the agency's stress
because of budget constraints. He detailed that a typica
vacancy rate was 10 percent and that the vacancy rate in
the SPAR division was 15 percent and 13 percent in the
Di vision of Water.

1: 39: 09 PM

Comm ssioner Hartig advanced to slide 7: "Budget Reduction
Criteria.”

-Services that are mandated by statute

-Services that are necessary to inplenent DEC s
m ssion and core responsibilities

-Services that can’t be performed by |ocal governnent,
federal governnent, or others

-Services that will be difficult to restore

-Services that are a foundation for economc growth
and prosperity

-Services that enjoy strong public support

-Services that |everage other resources

Comm ssioner Hartig enphasized that regardless of budget
cuts he wanted permtting prograns to inprove and progress.
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Co-Chair Neuman explained that he instructed the House
Fi nance Subcommttees to review statutes that burdened a
department but did not provide a benefit. In order to
achieve nore effective cuts, he requested that the
departnments recomend outdated statutes for elimnation
that increase costs and burden staff. Conm ssioner Hartig
concurred and noted that the departnent was in the process
of identifying cuts whose inpacts could be mtigated.

Comm ssioner Hartig turned to slide 8: "Division of
Adm ni stration."

Comm ssioner: Larry Hartig
Deputy: Lynn Kent
Director: Tom Cheri an

Conponent s:

-Comm ssioner’s Ofice

-Adm ni strative Services
-Information Services
- Fi nanci al Services
- Budget Servi ces
- Procurenent & Buil di ng Managenent
-Environnental Crines Unit

-State Support Services
-Leases and Contracts

Chal | enges & Qpportunities:
- Decreasi ng Budgets
- Unf unded Adm ni strative Cost |ncreases
-Successi on Planning and Wr kf orce Devel opnent

Comm ssioner Hartig noved to slide 9: "Division of
Envi ronmental Health."

Director: El aine Busse Floyd

Conponent s:
-Director’s Ofice
-Food Safety & Sanitation
-Laboratory Services
-Drinking Water
-Sol i d Wast e Managenent

Al so:

House Fi nance Conmmittee 5 02/02/15 1:32 P. M



Bui | di ng Mai nt enance & QOperations — Environnenta
Heal th Lab

Chal | enges & Qpportunities:
-Declining Federal Funding for the Drinking Wter
Program
- Conpl ex Federal Requirenents
-H gh Ri sk Food Safety Inspections
- Uni que Laboratory Technol ogy & Equi pnent Needs

Comm ssioner Hartig reported that Federal Sequestration had
| ong-terminpacts on the division's budget.

Comm ssioner Hartig turned to slide 10: "Division of Ar
Quality"

Director: Alice Edwards

Conponent s:
-Director’s Ofice
-Air Quality

-Permitting and Conpliance
-Conmunity Air Quality
-Air Mnitoring

Chal | enges & Qpportunities:
-Continue to neet industry needs for air permts
- Fai rbanks Air Quality/ Wodsnoke
- Changi ng Federal Rul es and St andards

Comm ssioner Hartig relayed that the Division of Ar
Quality was the only division that was adding a position
due to increasing demands fromthe AKLNG pi peline project.

1:44: 23 PM

Co-Chair Neuman thought that projects Ilike the AKLNG
project were required to pay for its own permtting costs.
He asked for clarification. Comm ssioner Hartig responded
that certain federal air quality permt costs were required
to be paid by the permtee. However state pernmts were
issued for snaller projects when requirenents "fell under
the criteria" of federal pernmits and were called, "mnor
source permts." Mnor source permts were not nmandated for
cost recovery. In addition, other duties perfornmed by the
division such as nonitoring, establishing air quality
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standards or plans required undesignated general funds
(UGF).

Representative WIson asked whether the Fairbanks North
Star Borough would need DEC approval to charge fines for
air quality violations if the |ocal ordinance was adopted
Comm ssioner Hartig responded that under state statute the
borough had the ability, as an "approved |ocal air
authority" to inplenent their own air program He added
that if the borough went beyond the state plan to contain
em ssions, DEC could adopt the additional neasures into the
state plan; subsequently under federal |aw the state would
al so assune the oversight to enforce inplenentation of such
measures. Representative WIson asked if DEC chose not to
adopt any additional measures the borough mght inplenent,
woul d that produce savings for the state. Conm ssioner
Hartig responded in the negative and explained that DEC was
relying on existing resources for Fairbanks air quality
enf orcenment .

Representative Gara asked whether DEC was charging for
costs associated with issuing state permts and if not, was
DEC consi dering cost recovery for state permts.
Comm ssioner Hartig responded that if a project fell below
certain thresholds for a federal permt, the state stil
required a mnor source permt. He indicated that a fee
structure was set in statute regarding what costs were
recoverable. The fees for recoverable costs were currently
being increased for air quality permts, but he could not
change via regulation statutory provisions relating to what
was consi dered an expense.

Representative (Gara asked for additional i nformation
regardi ng whether the state was | osing noney because of the
provisions in stature. Conmissioner Hartig agreed to
provide the information.

1: 50: 08 PM

Comm ssioner Hartig noved onto slide 11: "Division of Spill
Prevention and Response.”

Director: Kristin Ryan
Conponent s:

-Spill Prevention & Response
-Prevention, Preparedness, and Response
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-Contam nated Sites
- Response Fund Admi ni stration

Chal | enges & Qpportunities:
-Prevention Account Sustainability
-Managing Risk Associated wth New Natural
Resour ce Devel opnent Activity and Mar i ne
Transportation

Comm ssioner Hartig pointed to slide 12: "Division of
VWater."

Director: Mchelle Hal e

Conponent s:

-Water Quality
-Wastewater Di scharge Permitting
-Cruise Ship
-Water Quality Standards, Assessnent, and
Rest orati on
- Conpl i ance

-Facility Construction

-Village Safe Water Program

-Municipal Grants & Loan Program

Chal | enges & Qpportunities:
-Continuing to Devel op Depth in APDES
-Inprovenents to Federal 404 Dredge & Fill
Permitting and Mtigation
-Declining Federal Funding in the Village Safe
Wat er Program

Conmi ssioner Hartig related that water quality fell into
two categories: water quality standards and facilities. He
noted that the Alaska Pollution Discharge Elimnation
System program was delegated to the state from the federal
Envi ronnmental Protection Agency (EPA) which regul ated waste
wat er discharges and was developing well. The division
caught up with the inherited backlog of permts and was
i ssuing an increasing nunber of permts and authorizations
ina tinely manner.

Co- Chair Thonpson read reports about sewage |agoons in
small communities that were degrading and the absence of
federal funds to mtigate the problem He asked whet her DEC
had and inventory of the failing sewage |agoons and the
costs to address the issue. Conmm ssioner Hartig responded
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that the departnent was examning the issue and would
provide the information. He remarked that with the decline
in the Village Safe Water funds the departnent was
prioritizing water and wastewater systens versus |andfills.

Comm ssioner Hartig discussed slide 13: "FY2016 Endorsed
Budget Request.™

Operati ng Request: $85, 864. 7

eUnrestricted G- $20, 454. 6
e Desi gnat ed G-: $27,392. 4
«ther State Funds: $14, 388.9
e Federal Receipts: $23,628.8
*Positions: 537

Capi tal Request: $64,014.9

eUnrestricted G $18, 738. 6
s her State Funds: $3,026.3
e Federal Receipts: $42,250.0
Lowest capital request since FY2006

DEC has the second smallest UG- budget of all State
agenci es, behi nd DWA.

Comm ssioner Hartig pointed to the pie chart on slide 14:
"FY2016 Operating Budget By Fund Source." He communicated
that each colored section represented DEC s fundi ng sources
and that federal receipts were a maj or source of funds.

1: 55: 11 PM

Comm ssioner Hartig highlighted slide 15: "FY2016 Budget
Changes.” He relayed that the chart indicated that the
departnment was decreasing the budget by 9.5 percent in FY
2016 along with elimnating 24 positions.

Comm ssioner Hartig presented slide 16: "FY2016 Significant
Budget Changes. "

e Adm nistration

« CO -—Efficiencies due to Reor gani zati on of
Adm nistrative Functions: -$114.1; -1 PCN(-%$43.1
UG-/ -$71.0 I/ A)

« AS —Ef fi ci enci es due to Reor gani zati on of
Adm ni strative Functions: -$25.0 UGF
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» AS -—Replace Federal Receipts with Existing Cean
Water Administrative Fees: $0.0($84.0 O her / -$84.0
Fed)

e AS —Rebal ance Funding of Core Service Lease Costs
$0. 0($400. 0 CAPF/ $110. 0 CPVEC - $510. 0 FED)

Comm ssi oner Hartig poi nt ed to slide 17: "FY2016
Si gni ficant Budget Changes.™

* Environmental Health

e FSS —-Reduce Inspections of Retail Food, Public
Accommmodati ons, & Non-Food Facilities-%$869.3 UG
-8 PCNs

e EHL-Delete two Mcrobiologists Positions-$170.0
UGF;, -2 PCNs

e EHL —Maintain Fish Tissue Mnitoring Progran$0.0
($250.0 OR/-$250.0 UGF)

* DW —-Reduced Capacity in Drinking Water Program
$507.3 UG, -4 PCNs

» SWM -Efficiencies due to Inplenentation of New
Regul ati ons-$85.6 UG-, -1 PCN

Comm ssioner Hartig noted the large reduction in the food
safety program and thought that the function could be taken
over by |ocal governnents.

Comm ssioner Hartig advanced to slide 18: "FY 2016
Si gni ficant Budget Changes.™

Alr Quality
 AQ -Expand Air Permtting Program to Meet
| ndustry Needs$123.0 DG-; 1 PCN

e Spill Prevention & Response

e SPAR -—Reorgani zation and Consolidation of SPAR
Programs- $520. 0; -4 PCNs

Comm ssioner Hartig turned to slide 19: "FY2016 Significant
Budget Changes. "

e Water

WO -—Efficiencies due to Reorganization of
Admi ni strative Functions-$95.0 UG, -1 PCN

e WOp-Ofset GOCcean Ranger Fees for Fish Tissue
Moni t oring Program $250.0 OR
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e WQ -Delete Environnental Program Mnager-3$103.4
UG- -1 PCN

* FC —Replace Federal Receipts with Existing Cean
Wat er Adm nistrative Fees$0. 0($700.0 Oher/-
$700. 0 Fed)

 FC —Mai ntain Oper at or Certification
Progran$0. 0($101. 1 DGF/ - $101.1 Fed)

Comm ssi oner Hartig discussed slide 20: " Depart nent
Chal | enges. "

-Prevention Account Sustainability
-Village Safe Vater

- Federal Fundi ng Decli ne

- Al aska Chal | enge Proj ect
-Fairbanks Air Quality/ Wodsnoke

Comm ssioner Hartig explained slide 21: "How the Response
Fund Works."

“I't is the intent of the Legislature and declared to
be the public policy of the State that funds for the
abatenent of a release of oil or a hazardous substance
will always be available.” (A S. 46.08.030)

- Response Account
- Funded by 1¢ surcharge on each barrel of oi
-Surcharge suspended when fund exceeds $50
MI1lion
-Pays for energency response activities
- Depart ment recovers costs from identified
responsi bl e parties

-Preventi on Account
-Funded by a 4¢ surcharge on each barrel of oi

-Pays for oper ati onal costs and readi ness
activities within the Spill Prevention & Response
Di vi si on

Comm ssioner Hartig scrolled to slide 22: "a and

Hazar dous Substance Release Prevention and Response Fund"
whi ch was a graphic depicting how the fund worked.

Conmi ssioner Hartig discussed Slide 23: "Status of the
Prevention Account." He explained that the Iight blue bar
on the graph represented the accounts general fund doll ars;
if funding was maintained at current levels into the future
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the account would have to be offset by up to $7.5 mllion
per year wth other funds in Ilight of declining oil
revenues. He concluded that if other funding sources were
not identified SPAR would |ose 46 percent of its budget or
approximately 70 positions in the future.

Co- Chair Neuman asked for further discussion regarding the
.04 cents surcharge and whether the departnment had any
recommendations on restructuring the fund to be sustainable
into t he future wi t hout addi ti onal gener al fund
expenditures. Conm ssioner Hartig directed attention to the
following slide in response to the question.

1:59:17 PM

Comm ssioner Hartig turned to slide 24: "Considerations in
Addressing the Shortfall."

-Do not increase the risk fromspills

-Recogni ze declining production and the inpacts of
this to the sustainability of the Response Fund
-Col | aborate with existing and potential payees into
the Response Fund to identify the correct anount and
al l ocation

-Look to other sources to identify fair and reasonable
alternatives to help sustain the fund

- Cont i nue to | ook for efficiencies in SPAR,
partnershi ps, new technol ogies, better assessnent of
ri sks, and inprovenent to cost recovery

Comm ssioner Hartig conveyed that the departnent was
engaged in discussions with the oil and gas industry. He
related that the larger issue was why the oil and gas
i ndustry should pay for the entire fund when other sources
of spills and industries were 1involved. Sonme of the
di scussions that were taking place was how nuch
responsibility was fair to the oil and gas industry and
alternative revenue sources. The departnment was also
exam ning consolidations and efficiencies wthin the
di vi si on.

Representative Gara asked about the possibility of an
inflation adjustnment on the .05 cents per barrel surcharge
and what that would anmpbunt to. Conm ssioner Hartig replied
that the SPAR budget had not kept up with inflation in
relation to the Anchorage Consuner Price Index (CPlI) and
that the surcharge had not increased since its introduction
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in 1989. In addition, the division had taken on added
duties over the years with a flat surcharge.

Comm ssioner Hartig advanced to slide 25: "Village Safe
VWater."

-Over 4,500 hones in rural Al aska l|lack running water

and sewage systens

-Lack of sanitation poses serious health threat
-Health studies show a direct correl ation between
clean water in sufficient quantities and
significant reductions in diseases and infections
that can sonetines be fata
-Children in Southwest Al aska suffer sone of the
hi ghest rates in the world of a serious
pneunococcal bacterial infection which can affect
the brain, blood or |ungs
-This bacterial infection is linked to inadequate
sanitation infrastructure

Comm ssioner Hartig discussed the budget challenge of
carrying out the program to comunities of 1,000 residents
or less with a decline in federal funds of over 60 percent
within the prior ten years for needs that are constant.

Comm ssioner Hartig identified slide 26: "Rural Al aska
Water & Sewer."

Funding for rural Alaska sanitation projects has
declined by over $61 MIlion, or 64% between 2004 and
2014

* Reduced fundi ng nmeans nmaki ng choi ces:

e First time water and sewer service where feasible

* Upgrades or replacenent of existing systens to
address significant health threats

o Stretching limted funds

* Prioritize for greatest need and bi ggest i npact
[(Extend |ife with targeted inprovenents, |imted scope

Conmi ssioner Hartig pointed to the bar graphs on the slide
that depicted the decline in funding over the last 10
years.

2:05:13 PM
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Comm ssioner Hartig noved on to slide 27: "Al aska Water &
Sewer Chal |l enge. ™

-Innovative international research and devel opnent
effort
-Goal is to significantly reduce the capital and
operating costs of in-home running water and sewer in
rural Al aska hones
-Recently | aunched Phase 2
-Focus is on “Decentralized” approaches

- Househol d based systens

-Wat er re-use technol ogi es
-To date $4 mllion in State and Federal funds have
been secured, but there may be a future request to
support conpl etion

Comm ssioner Hartig discussed that the departnent assenbl ed
a team of professionals and experts in water and sewer
systems who subsequently issued a RFP (Request for
Proposal) to industry to develop innovative nethods for
sewer and water in rural areas that were |ess expensive to
operate. He detailed that the departnment would choose the
best ideas and fund the resulting refined pilot projects
and eventually build sone projects for testing. Essentially
the departnent was "leveraging" a conpany's research and
devel opnment efforts to produce a product for a ready narket
in Alaska and other Arctic nations. The departnent was
currently working with the state departnent to nake the
challenge a United States project as part of the Arctic
Council and planning an international conference that
showcased the best ideas that sprang fromthe chall enge.

Vi ce-Chair Saddl er asked whether there were any "econom es
of scale to be achieved by having larger village water and

sewage systens" or conversely were very snmall systens
"trenmendously expensive." Conm ssioner Hartig responded
that |arger centralized systems were conplicated and

expensive. The challenge team was exploring decentralized
systens for individual hones or snaller subsets of hones
that would be easier and cheaper to run in snaller
communities. He added that the goal was to adapt existing
technologies in new ways and he thought that the effort
woul d be successful.

Co-Chair Neuman asked whether DEC was |ooking to the

University of Alaska first, for innovative ideas before
seeking proposals from outside of the state. Conm ssioner
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Hartig responded that the wuniversity was on one of the
teans, but added that DEC did not choose the wuniversity
excl usively because the departnent wanted to cast a wde
net and also include conpanies and nmanufacturers in order
to bring their expertise and noney to the table.

Vi ce-Chair Saddl er asked whether the smaller systens were
| ess safe. Conm ssioner Hartig responded that the RFP set
strict requirenents and that the entire goal of the program
was to neet clean water standards.

2:09:38 PM

Comm ssi oner Hartig directed attention to slide 28:
"Fai rbanks Fine Particulate Matter (PM2.5)."

- Fai rbanks/ North Pole area exceeds the 24-hour PM.5
anbient air quality standard

-Initial air quality plan submtted to EPA on Decenber
31, 2015

-Plan and control options have been controversial in
comunity

-Hone heating sources (wood and coal) are
i mportant contributors

-Continued change outs of wohod heaters and
expansion of natural gas inportant to attaining
t he standard

-Inplementing initial plan and working wth
community as they explore additional options to
inprove air quality

Comm ssioner Hartig elaborated that the Fairbanks area was
desi gnat ed a "non-attainnment" area by t he EPA
(Environmental Protection Agency) due to the fact that nore
residents were turning to wood stoves as energy costs ri se,
causing the air quality to fail federal standards. If the
state could not bring the area back into attainnment,
federal sanctions could be applied making it nore difficult
to spend other federal dollars in Fairbanks and the
wi t hhol di ng hi ghway funds. He listed three main strategies
for conpliance that included a better supply of dry wood

nore efficient stoves and  boilers, and ultimately
conversion to |iquefied natural gas.

Representative WIlson stated that other countries were able
to contain em ssions innovatively and wondered why DEC was
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not |ooking at other countries solid fuel burning devices
for answers. Conmmi ssioner Hartig answered that the devices
had to be certified as "conpliant” by the EPA after inport
to the U S. He delineated that the state was trying to
press the EPA to set standards and create a nethodol ogy to
test conpliance for certification, which was a conplicated
and expensi ve process.

Representative WIson remarked that the devices existed,
particularly in Canada. She wondered why the departnent was
not approaching the problem simlarly to the approach to
rural sewer and water issues. Conmm ssioner Hartig responded
that DEC did establish its own performance standards for
t he non-attai nment areas.

Co- Chair Thonpson comrented about the mllions of dollars

spent on the stove exchange prograns as well as
weat heri zati on. He wondered whether there was any
assessnent to determine the prograns' effecti veness.

Comm ssioner Hartig responded that the weatherization
prograns had not had an inpact on reducing wood snoke
em ssions and neither had the stove exchange program

Co-Chair Neuman noted that there were wood stoves wth
catalytic convertors that reduced emssions and were
covered under the weatherization program Comr ssioner
Hartig indicated that changi ng out wood stoves was not the
weat herization prograns’ mssion and typically was not
covered under the program

2:16: 34 PM

Comm ssioner Hartig advanced to slide 29: "Status of FY2015
Budget Increnents.”

-Federal Authority for Contanminated Sites $959.5 Fed
-Allows the Contaminated Sites conponent to
collect federal grants to perform cleanup and
oversight of <cleanup activities on federally
owned contam nated sites
- Federal budget issues, including sequestration,
resulted in the Departnment of Defense and other
federal agencies not scaling up their clean-up
activities as anticipated
-Addi tional federal grant funding is uncertain in
FY2016
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-The Division expects to collect and expend
$534.5 of this federal authority in FY2015

-Al aska Gasline Devel opnent Corporation (HB4) $106.0
| SPF-1/A
-Allows for additional contractors to work wth
the Division of Air Quality on construction and
permt applications related to the small-dianeter
in-state gas pipeline
-The Prevention of Significant Deterioration permt as
well as one of the Mnor Source Specific permts are
anticipated to be submtted during FY2015
-The Division expects to expend $91.6 of this
increment in FY2015

Comm ssioner Hartig nmoved to slide 30: "Status of FY2015
Budget Increnents.”

Regul ations: Notice, Review, Coment (HB140) $250.9

UGF+1 PCN
-The Economi st 11l was hired 12/1/2014 in
Anchor age
-The Division expects to fully expend this
i ncrenent in FY2015

404 Wetl ands Program (SB27)-%$1,434.7 UG- -5 PCNs
-The State has been conpleting tasks that were in
progress in FY2014 on a time avail abl e basis
-Two of those staff were transferred to vacant
PCNs in the wastewater discharge program
-A third PCN has been retained to work
i ndependently on an Al askan wetl ands program pl an
(funded by an EPA grant) and to work with the
Arny Corps of Engineers on streamining the
permtting process, wth a conparable vacant PCN
deleted to offset this retention
-RSAs with DNR and Law specific to 404 Wetl ands
pri macy have been elimnated in FY2015

Conmi ssioner Hartig explained slide 31: "Current Challenges
to Departnental Performance."”

| ncreasi ng devel opnent activity and strai ned personnel
resources threatens permtting tineliness.

Burden of new EPA rules threatens drinking water
safety by limting resources for technical assistance.
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Comm ssioner Hartig noted that the | ower bar graph on slide
31 depicted the decrease in assistance and enforcenent
actions by DEC due to budget reductions. He renmarked that
the departnent would limt the tine spent on assistance
with federal conmpliance wth drinking water systens in
rural communities and added that they would have to turn to
the private sector for help.

Comm ssi oner Hartig |ooked at slide 32: "Long-term
Chal | enges to Departnental Performance.”

Vill age hones served by safe water:
*More chal l engi ng communities
*Decl i ni ng Fundi ng

eI ncreasing Costs

eI nnovation & Sustainability

Proposed budget cuts will inpact the nunber of routine
i nspections of retail food facilities which may
i ncrease the risk of foodborne illness outbreaks.

Conmi ssioner Hartig reiterated the challenges to the
Village Safe Water program as depicted on the bar graph.

Conmi ssioner Hartig scrolled through slide 34: "Departnent
of Environnmental Conservation's Share of Total Agency
Operations (GF Only) ($ Thousands)."

Co- Chair Thonpson asked about charges in regards to the
food safety inspections. Comm ssioner Hartig responded that
a fee was charged but he was uncertain whether it covered
the departnment's costs. He remarked that in other parts of
the country |ocal governments perfornmed retail food safety
i nspections unlike Alaska where only Anchorage perforned
i nspections. He delineated that in renote areas such as
None or Bethel, in order to curb costs, DEC perfornmed food
i nspections in conjunction with inspections of comercial
food processing operations acting in proxy for the federa
Food and Drug Adm nistration (FDA). Therefore, the costs
were covered by a m x of federal and state funds and it was
difficult to determ ne whether the fees covered the costs.

Co- Chair Thonpson wondered whether the departnent could
increase the costs to cover food inspection simlar to
other types of safety inspections. Comm ssioner Hartig
replied that he would exam ne whether the fee structure for
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i nspections were constrained by statute and provide the
i nformati on.

Representative (Quttenberg asked how the food safety
i nspection program worked in renote areas and wondered
whet her contractors were utilized. Comm ssioner Hartig was
not aware of utilizing contractors for inspections. He
explained that the departnment issued food worker cards
through online training. The retail food inspections where
performed when possible in conjunction with travel to the
area for another purpose.

2:22:46 PM

Representative Guttenberg further inquired about what
happened wth a facility waiting for an inspection.
Comm ssioner Hartig indicated that a business could operate
wi t hout an inspection and that when inspected DEC woul d not
cl ose an establishnment unless an inmmediate threat to human
heal th was di scover ed.

Representative Minoz wondered whether comunities wth
pl anni ng and zoning authorities worked with DEC to conpl ete
a state requirenent for inspection. Conm ssioner Hartig
answered that certain facilities such as seafood processing
plants or dairies had to neet certain state and federal
requirenents and the state perforned the inspections. He
was not sure how nuch DEC worked with the |ocal planning
and zoning authorities.

Representative Gara recalled that food inspection fees were
restructured approximately 6 years ago that shifted nore of
the fee on the certified food worker and reduced the fee on
busi nesses. He asked for clarification and requested the
anount of the food inspection shortfall. Comr ssioner
Hartig indicated that DEC instituted a nomnal fee for a
food safety card and training. He interjected that DEC
could only perform one-third of the federally recomended
anount of annual inspections so the departnent decided to
focus on inspecting facilities that were associated wth
the highest risk to the public such as day care centers. He
noted that, unlike restaurants the real risk to the public
was when a product went out to the public and the origin
was unknown.

Representative Guttenberg asked if there were any states
that inspected less restaurants than Al aska. Conm ssioner
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Hartig noted that Al aska was in an unusual situation wth
very |l arge renote areas.

2:28:39 PM
AT EASE

2:30:40 PM
RECONVEYNNED

"FY 16 BUDGET OVERVI EW ALASKA COURT SYSTEM

DOUG WOOLI VER, DEPUTY ADM NI STRATI VE DI RECTOR, ALASKA COURT
SYSTEM JUDI Cl ARY, introduced the PowerPoint presentation
"FY 16 Budget Overview. Al aska Court System™

2:31: 23 PM

M. Wholiver explained the name change from the Court
System to Judiciary. The Judicial Branch of governnent in
Al aska was conprised of three entities: The Court System
the Judicial Council, and the Commission on Judicial
Conduct. The Court System was the largest entity of the
three. He noted that the overview would focus on the Court
System

M. Wboliver began with slide 2: "M ssion Statenent.”

The mssion 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. Woliver turned to slide 3: "Four Levels of Courts."

-Suprenme Court — 5 Justices
-Court of Appeals — 3 Judges
-Superior Courts — 42 Judges
-District Courts — 23 Judges & 52 Magi strate Judges

M. Woliver explained the difference between the two
levels of trial courts: Superior Courts and District
Courts. The Superior Court was known as the court of
general jurisdiction and heard cases regarding divorce,
felony crinme, child need of aid, delinquency, property
di sputes, etc. The District Court was known as the court of
[imted jurisdiction and heard m sdeneanors, snall cl ains,
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clainms under $100 thousand, etc. The District Court was a
high volume <court. He furthered that the state had
magi strate judges involved in District Court and often
served part-time in small communities and were not
typically attorneys.

M. Woliver advanced to slide 4: "Court System Non-
Judi ci al Enpl oyees."

723 Permanent Staff (G- Funded)
-In-Court Cerks
- Custonmer Service O erks
-Judi cial Assistants
-Law O erks
-Administrative Staff (HR, Fiscal, Comnputer
Services, Facilities)

M. Wol i ver advanced to slide 5: "Di stingui shing
Characteristics of the Alaska Court System"”

- St ate Funded

-Unified Judiciary— No County or Minicipal Courts
-Administrative Director Position Established in the
Constitution

M. Woliver pointed out that a nmmjor advantage to a
unified Judiciary was that policy questions were dealt with
by hinself or Nancy Meade, General Counsel, Alaska Court
System which was streanlined conpared to other states with
| ocal jurisdictions.

2:35:27 PM

M. Woliver continued with slide 6: "Factors Inpacting
Wor kl oads. "

- Popul ati on
-Police

- Econony

- O her

M. Woliver indicated that when the state population or
unenpl oynment rates increased casel oads increased.

M. Woliver discussed slide 7: "Trial Court Casel oads -
Fyi4."
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132,032 New Cases Filed in FY14
-59%  of Al Cases Originated in t he
Anchor age/ Pal mer/ Kenai Courts

Superior Court — 22,523 Cases [Fel ony Cases — 29%
-Probate Cases — 25%
-Donestic Relations — 23%

District Court — 109, 509 Cases
M. Wooliver observed that even though the bulk of cases
occurred in Southcentral Alaska the Court Systens policies
had to apply to all regions of the state.

M. Woliver advanced to the pie chart on slide 8: "FY14
Trial Court Case Filings." He noted that 44 percent of the
volume of Court System filings were for mnor offenses, but
took up a very small percentage of workl oad.

M. Woliver pointed to the pie chart on slide 9: "FY14
Superior Court Case Filings." He conveyed that the chart
depicted Superior Court filings by case category which was
nostly crimnal followed by probate and donestic relation
cases. He added that probate cases regardi ng guardianship
of elder Al askans was steadily growi ng. Sone cases dealing
with donestic relations, such as child custody cases can
| ast for years, but only had one filing.

M. Woliver noved on to slide 10: "FY14 District Court
Case Filings." He offered that the district court filings
dealt with nostly mnor offenses but also m sdeneanors,
smal | clains, donestic violence, and civil |aw

Vi ce-Chair Saddler asked what the tineframe was for the
case filing data included in the slides. M. Woliver
responded that they were filings for one year.

Representative WIson asked whether mnor offenses were
nostly traffic offenses that were not heard in court. M.
Wooliver replied in the affirmative.

Representative WIson requested the nunber of cases that
actually were heard in district court. She referred to the
109, 509 nunber of District Court cases and thought that was
high. M. Woliver replied that he would provide the
answer. He explained the electronic filing system for
traffic violations and stated that a court enployee never
dealt with those cases.
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2:40:59 PM

Representative Minoz cited the increasing involvenent of
tribal courts and wondered whether that affected the
court's workload. M. Woliver replied in the negative.
However, he anticipated that nore cases would be diverted
to tribal courts in the future.

M. Woliver renenbered that 71 percent of traffic offenses
do not result in court proceedings.

Representative WIlson asked if the data reflected 71
percent of the 58,458 m nor offenses.

Rhonda MLeod, Chi ef Fi nanci al Oficer, Al aska Court
System responded in the affirmative.

M. Woliver continued with slide 11: "Crimnal Jury Trials
FY12-FY14."

-Superior Court Felony Trials for FY14 are up 21% from
FY12 Trial Totals and up 15% from FY13 Trial Totals

-District Court M sdenmeanor Trials for FY14 are up 13%
from FY12 Trial Totals and up 28% from FY13 Trial
Total s

M. Woliver surmsed that as the trial courts cases
increased so did the workload for the Court System
prosecutors, public defenders as well as the Court of
Appeal s caseload, which in turn inpacted the appellate
attorneys in the Departnment of Law and Public Defenders
O fice workl oad.

Representative Edgnon referenced slide 7. He asked why
Fai rbanks was not included in the number of new cases
filed. M. Woliver responded that the bulk of the cases
were filed in Southcentral Alaska. Representative Edgnon
asked how closure of the Palner correctional facility would
affect the Court Systens' efforts in Palner. M. Woliver
responded that the closure would affect the Departnment of
Public Safety (DPS) nmuch nore than the Court System

Representati ve Edgnon conmmented that potential cuts in both

the Departnent of Corrections (DOC) and DPS often just
shifted costs from one agency or the other.
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2:45:29 PM

Co- Chair Neuman asked what the casel oad percentages between
Anchorage and the Matanuska-Susitna Borough was. M.
Wholiver confirmed that Anchorage had 50 percent of all
cases statewide. He added that Anchorage had far nore
judges and far nore cases as well as the highest casel oad
per judge.

Representative Gara referred to slide 11 and commented that
in the last 2 to 3 years the district attorneys were
requiring that all sentencing cases nmust go to trial
instead of allowi ng sentencing agreenents, which increased
the nunber of trials. He wondered whether sonme of the
increase in felony trials resulted from the policy. M.
Whol i ver responded that he thought so but qualified that
the felony trial rate had been increasing before the change
in the plea policy and was not sure of the extent of the
i npact on the courts.

M. Woliver pointed to the graph on slide 12: "Crim nal
Case Dispositions by Jury Trial Fiscal Years 2009 to 2014,"
and comented that the slide depicted the increase in
trials.

M. Woliver scrolled to slide 13: "FY15 State of Al aska
Funding — All Sources.” He remarked that the pie chart
depicted that Judiciary funding was 1.4 percent of all
agency spendi ng.

M. Woliver identified slide 14: "Al aska Court System FY15
Operating Budget Appropriation Al Fund Types." He
mentioned that the pie chart represented the breakdown of
spending by appropriation. He reported that the |argest
portion of costs belonged to Trial Courts [79 percent].

M. Woliver advanced to slide 15: "Breakdown of FY15
Funding (GF)."

-Personal Services Costs — 75.6%
-Travel Costs — 1.3%

-Services — 20.0%

- Suppl i es/ Commodities — 2. 8%
-Capital Qutlay - .3%

2:50: 34 PM
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Co- Chair Neunan asked at what age a judge could retire and
what anmount of conpensation did a judge receive. M.
Wool i ver responded that a judge vested in 5 years and could
retire after 15 years upon a retirenent age of 60. The
maxi mum retirenent rate was 75 percent of a sitting judge's
salary including health benefits. Co-Chair Neuman thought
that the rate encouraged judges to retire and wondered
whet her the Court System was reconsidering the retirenent
rate for judges. M. Woliver replied that the Court System
supported the retirement system for judges that was on par
with other judicial retirenment systens across the country.
He furthered that nost judges already had an established
|l egal career in the private sector and took a significant
salary decrease to becone a judge, therefore the generous
retirement package acted as an incentive. He enphasized
that the Court System required experienced candi dates.

In response to a question by Representative Minoz, M.
Whol iver stated that a judge would have to pay into the
system for 15 years to receive the maxinmum retirenment
benefit, could vest after 5 years, and could begin draw ng
retirement benefits at 60 years of age. Representative
Munoz asked whether other state service factored into a
judicial retirement and what would happen if a judge
retired before the 5 year vestnent period. M. Woliver was
uncertain and woul d provide the answer.

Co- Chair Neuman asked whether the Court Systens retirenent
unfunded liability was included in the personal services
costs. M. Woliver responded in the affirmative. He added
that the governor vetoed the unfunded liability paynent the
| egi sl ature previously appropriated.

2:55:29 PM

Vi ce-Chair Saddl er asked what role geographical differences
played in retirement benefits. M. Woliver indicated that
geographical differences was not a factor in judicial
retirenent.

M. Woliver noved on to slide 16: "Increnents Funded in
FYi5."

-Bandwi dth to I nprove Network Transm ssion Speeds
-Facility M ntenance Costs

-Security Screening

-Court Visitors and Interpreters
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M. Wboliver discussed the additional funds for bandw dth.
He identified cost savings by use of video arraignnents.

Co-Chair Neuman asked whether the increased bandw dth
capacity could be used for other state needs. M. Woliver
replied that the increased bandw dth hel ped DOC and DPS
t hrough vi deo arrai gnnents.

Vi ce-Chair Saddler asked if there had ever been a challenge
to the adequacy of video arraignnments. M. Woliver did not
know of any challenges and that video arraignnments took
pl ace every day. Vice-Chair Saddl er asked whether "anything
was |lost" by nmeans of video arraignments. M. Woliver
indicated that there mght be situations that would be
better in person but a lot of routine proceedings take
place before the <court where the wuse of video was
benefi ci al .

3:00:18 PM

Representative Gattis asked whether it was possible for
police officers to enploy video for nmandatory court
appearances. M. Woliver replied that the suggestion was a
good one and worth Ilooking into. Representative Gattis
remarked that inproved bandwidth offered potential cost
saving neasures for the nore popul ated and urban areas of
the state and not only benefitted rural areas.

Representative Gara discussed the court calendar process
where many attorneys and their clients nust appear in court
and waste many hours waiting for deliberation regarding the
status of their cases. He opined that the practice was
antiquated and wasted a lot of time for prosecutors and
public defenders. He wondered whether there was a way the
court clerk could call the attorney near the tine their
case would be heard in an effort to utilize the attorney's
productive work time. M. Woliver relayed that he would
| ook into managing the court calendar in ways that would
work better for the attorneys.

Co- Chair Neuman comrented that the House Finance Judiciary
Subconm ttee would |l ook into the issue.

M. Woliver discussed slide 17: "Funding Changes FY06 to
FY15 Personal Services."

-Sal ary Adj ustnents
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-New Judges — Eight Superior Court and Three District
Court
-No Dark Courtroons Initiative

M. Woliver reported that 8 new Superior Court judges and
3 new District Court judges had been added over the |ast 10
years. The "No Dark Courtroons Initiative" added 33
additional clerical staff.

M. Woliver discussed slide 18: "Funding Changes FY06 to
FY15 Services."

-Leased Facility Expenses including Public Building
Fund Partici pation

-Utility and Mai ntenance Costs

- Sof twar e Support & Bandw dth Costs

- Therapeutic Courts

M. Woliver commented that a new appropriation for
Therapeutic Courts was created and placed within the Court
System but presented as an increase in the Court Systens
budget. The appropriation consolidated of all of the prior
mul tiple appropriations whi ch reached into ot her
departnments and was not a true spending increase for the
Ther apeutic Courts.

3:06:12 PM

Representative Guttenberg stated that he strongly supported
the Therapeutic Courts. He noted his appreciation for the
opportunity to "shadow' Judge Raynond Funk, Judge Pro Tem
Trial Courts Fairbanks, Judiciary, while presiding over the
Therapeutic Court proceedings. M. Woliver replied that
there was a judicial ride-a-long program for |I|egislators
upon invitation to shadow a judge for a day which was very
benefi ci al .

M. Wholiver advanced to slide 19: " Appropriations within
the Judiciary (Al Funds) ($ Thousands)." He reported that
the graph portrayed the appropriations for the entire
Judicial Branch that was conprised nostly of Court System
appropri ations.

M. Wholiver reported on slide 20: "Judiciary's Share of
Total Agency Operations (G- Only) ($ Thousands)." He
el aborated that the chart portrayed the Judiciary's Budget
whi ch was 2.21 percent of all agency spending.
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M. Woliver turned to slide 21: "Appropriations within the
Judiciary (G- Only) ($ Thousands)." He explained that
Judi ci ary was al nost exclusively funded with G-

M. Woliver turned to slide 22: "FY16 and Beyond."

El ectroni ¢ Docunent Managenent (E-Filing) Project
-l mpact to Al Justice Agencies
-l nprove Public Access to Data and Case
I nf or mati on
-Facilitate Data Exchanges Between Justice
Agenci es
-l nprove Case Processing Efficiencies

M. Woliver stated that E-Filing was the future of the
Court System and would offer future cost savings by
reducing clerical staff and creating efficiencies.

M. Woliver reported on slide 23: "FY16 and Beyond...
(Cont.)."

-In the Near Term New Superior Court Judges may be
needed for Juneau, Bethel, and Pal ner Courts

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

3:10: 15 PM

M. Wooliver reveal ed slide 24: "FY16 and Beyond...(Cont.)."

- | mpr ovenent of Justice Facilities in Juneau,
Kot zebue, Bethel, and None and Additional Space in
Pal mer

-Video Arrai gnnent and Bandw dt h Expansi on

M. Woliver discussed the court's capital requests that
were part of |ong range plans.

M. Wooliver noved to on slide 25: "FY16 Operating Budget."

- Annual Budget Devel opnent Process Conmences in August
-FY16 Budget Approved by Suprene Court in Cctober 2014
- Prior to the Severe Decline in Ol Prices

-FY16 Operating Budget Increnment Requests Wthdrawn
and Base Budget Reduced
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Representative Wl son thought that judges should be able to
work longer than 70 years of age; as nandated by the
state's constitution.

Representative Gara declared that cases cost the state
significant amounts of noney. He wondered whether the Court
System consi dered increasing court filing fees on a sliding
scale basis. M. Woliver indicated that the Court System
was considering adjusting its fee structure.

Vi ce-Chair Saddler wanted to know how the courts neasured
success in the Court System and particularly wondered
whet her the Therapeutic Courts was effective. M. Woliver
relayed that the neasure for Therapeutic Courts was the
recidivism rate. He delineated that recidivism rates were
significantly lower for graduates of Therapeutic Courts.
O her neasures of savings due to the Therapeutic Courts
that were difficult to quantify were less victins of crine
or | ess DU accidents or deaths.

3:17:12 PM

Vi ce-Chair Saddler requested the information regarding the
recidivism rates related to the Therapeutic Courts. He
asked whether there were there objective neasures for Court
System effectiveness besides the Therapeutic Courts. M.
Wbol i ver voiced that he could provide the comrittee wth
the data from a recent Judicial Council study on recidivism
related to the Therapeutic Courts. He added that the Court
System had a six nonth rule statute that required judges to
sign an affidavit every two weeks stating that they do not
have work nore than 6 nonths old or their pay is wthheld.
Vice-Chair Saddler requested nore information on the
relative effectiveness of the courts broken down by
different regions of the state. M. Woliver responded that
he woul d provide the information broken down by district.

HB 72 was HEARD and HELD in comrittee for further
consi derati on.

HB 73 was HEARD and HELD in comrittee for further
consi derati on.

#
ADJ QURNVENT

3:19:52 PM

House Fi nance Conmmittee 29 02/02/15 1:32 P. M



The neeting was adjourned at 3:19 p.m
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