HOUSE FI NANCE COW TTEE
February 4, 2015
1:35 p.m

1:35:17 PM

CALL TO ORDER

Co- Chair Neuman called the House Finance Commttee neeting
to order at 1:35 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 Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Hei di Drygas, Comm ssi oner, Department  of Labor and
Wor kf orce Devel opnent; Pal oma Harbour, Director, D vision
O Admnistrative Services, Depart nent o Labor And
Wor kf orce Devel opnent: Greg Cashen, Deputy Comm ssioner,
Departnment of Labor and Wrkforce Developnent; Craig
Ri chards, Attorney Ceneral, Department  of Law; John
Ski dnore, Director, Crimnal D vision, Departnent of Law.

SUMVARY

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

House Fi nance Conmmittee 1 02/04/15 1:35 P. M



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

FY 16 BUDGET OVERVIEW  DEPARTMENT OF LABOR
AND WORKFORCE DEVELOPMENT

FY 16 BUDGET OVERVI EW DEPARTMENT OF LAW
#hb72

#hb73
HOUSE BILL NO. 72

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

1: 38: 45 PM

AFY 16 BUDGET OVERVI EW DEPARTMENT OF LABOR AND WORKFORCE
DEVEL OPVENT

1: 38: 48 PM

HEI DI DRYGAS, COWM SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT, introduced her staff and provided a
synopsis of her professional background including her
experience as general counsel to the Alaska District
Council of Laborers for ten years. In her position she
handl ed negotiations, contract admnistration, grievance
adj udi cation, arbitration, hearings before the Al aska Labor
Rel ati ons Agency, and the National Labor Rel ati ons Board.

Comm ssi oner Drygas began the PowerPoint presentation "FY16
Budget Overvi ew. Depart nent of Labor and Workforce
devel opnment (copy on file). She turned to slide 1:
"Departnment Overview."
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M SSI ON:

e Provide safe and legal working conditions and
advance opportunities for enpl oynent.

KEY PROGRAM PRI ORI Tl ES:

* Protect Alaska’'s workers through statutory and
regul atory assi stance and enforcenent.

e Wrkforce devel opnent to support Alaska hire and
econoni ¢ devel opnent .

e Incone replacenent for injured, unenployed, and
per manent |y di sabl ed workers.

Comm ssioner Drygas advanced to slide 2: "Ofices by
Location.” She reported that the departnent provided
services to Al askans across the state. She relayed that the
red dots on the map indicated the Al aska Job Center network
through which the departnment provided staff assisted
enpl oyment and training services. The blue dots indicated
the locations of the vocational rehabilitation offices
where enploynent and training services were provided to
di sabl ed Al askans. The Al aska Vocational Technical Center
(AVTEC) located in Seward was indicated by a purple dot
She continued that the other prograns in green on the map
i ncl uded unenpl oynent i nsur ance, | abor standards and
safety, worker's conpensation, and other prograns.

Comm ssi oner Drygas revi ewed slide 3: " Depart nent
Organi zational Chart.” She relayed that the chart was
organi zed by key priority prograns. Two of the divisions
had sections that had cross priority program lines; the
Enpl oynent Security Di vi si on and t he Vocat i onal
Rehabilitation Division. She reported that there were sone
lines of distinction that were slightly unclear. She stated
that the Wrker's Conpensation Division had sone cross over
in the "Protect Wrkers" priority because of the efforts
made to ensure enployers had worker's conpensation
i nsurance for their enployees. H storically, the departnent
had placed them in the "lIncone Replacenent” area because
they primarily insured benefit paynents to Al aska's injured
wor ker s.

Comm ssioner Drygas turned to slide 5. "Protect Wrkers."
She reported that the state saw a significant reduction in
the workplace lost tinme illnesses and injury rate per 100
enpl oyees from 1.13 in FY13 to a record low of 0.61 in
FY14. The decrease was a direct result of the Divisions of
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Labor St andar ds and Saf ety devel opi ng a 10- hour
Cccupational Safety and Health Adm nistration (OSHA) course
used to inprove safety in the target industry of seafood
processing. She was happy to report that the nmjority of
t he decrease happened in the seafood industry.

Comm ssioner Drygas advanced to slide 6: "Wor kf or ce
Devel opnent . " She reported t hat t he Vocat i onal
Rehabilitati on Program performance had renmined strong. In
FY 2014 the program had enployed 607 upon exit from their
i ndi vidualized plan, which reflected an increase from 598
in FY 2013. The average wage exiting the program was $14. 31
increased from $13.84 in FY 2013.

Vice-Chair Saddler asked whether the chart on slide 5
depicted continued hires or new hires. Conm ssioner Drygas
answered that the figure represented the newly enpl oyed.

1:42: 10 PM

Comm ssi oner Drygas poi nt ed to slide 7: "I nconme
Repl acenent."” She declared that the Departnent of Labor and
Wr kforce Developnment (DLWD) inproved the tineliness of
Fisherman's Fund clainms from an average of 60 days in FY
2013 to an average of 47 days in FY 2014 due to newy
i mpl enented followup protocol and existing public and
private partnerships reviewed in the followng two slides.

Comm ssi oner Drygas hi ghl i ght ed slide 8: "State
Part nerships."

Wor k Readi ness Assessnents
e Alaska MIlitary Youth Acadeny
» Departnent of Corrections
e Departnent of Education and Early Devel opnent

Economic and Denographic Data, and Training and
Educati on Program Qut cones

* Departnent of Health and Social Services

e Departnent of Conmerce, Community and Economc
Devel opnent

e Departnent of Education and Early Devel opnent
* University of Al aska
* Conmi ssion on Postsecondary Education

Apprenticeship, Training and Enpl oynment Services
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» Departnent of Corrections
e Division of Juvenile Justice

Comm ssioner Drygas reviewed slide 8: "Private/ non-Profit
Part ner shi ps. "

Apprenticeship, Training and Enpl oynent Services
» Al aska Enpl oyers
e Tribal and Conmunity Vocational Rehabilitation
Pr ogr ans
 Construction Education Foundation
« Al aska Wrks Partnership

* Regional Training Centers and Private Training
Provi ders

Private Sector Menbership on Boards and Councils
» Wirkers’ Conpensation Boards
» Al aska Safety Advisory Counci
« Al aska Wirkforce I nvestnent Board
e Al aska Labor Rel ati ons Agency Board
* Fishernen’s Fund Counci

Comm ssi oner Drygas added that an exanple of a partnership
that was not reflected on the slide was the Seafood
| ndustry Safety program

Comm ssioner Drygas turned to slide 9: "FY2016 Endorsed
Budget : $179, 412. 8: Budget by Priority Program’  She
indicated that 53 percent of the departnent's budget was
conprised of federal funds at $94.4 mllion. She detailed
that the departnent's wunrestricted general funds (UGF)
amounted to $29.2 mllion and was a decrease of $4.2
mllion fromFY 2015 or 12.8 percent reduction. In order to
nmeet the reduction DLWD would redesign admnistrative
infrastructure to mintain maxi num services delivery and
identify efficiencies, however inpacts to services would be
felt.

Comm ssioner Drygas scrolled to slide 10: "Governor's
Endor sed Budget Overview. Operating Budget."

Oper ati ng Budget

One-tinme and Tenporary Increnent Reversals
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e -$1.4 nillion UG for the Alaska Youth
Fi rst/ Conpass Al aska program

e -%$150.0 DG- for the Rural Apprenticeship
Qutreach program

e -%$226.8 UGF and -$100.0 DG- for the Al aska
Vocat i onal Techni cal Cent er (AVTEC)
Regi stered Nurse program

Desi gnated General Fund I ncreases

* Additional program receipt authority for the
Al aska Safety Advisory Council ($35.0) and
AVTEC ($110.0)

* $429.0 in addi ti onal Techni cal and
Vocati onal Education Program (TVEP) funding
to regional training centers specified in
Al aska Statute 23.15.835

Known Federal and O her Fundi ng Reductions
e -%$3.0 mllion less in federal and other
funding that supports the state’s job center
net wor k

Co- Chai r Neuman clarified that the endorsed budget
reflected an 8 percent reduction. Conm ssioner Drygas
interjected that a 4.8 percent reduction was added to the 8
percent reduction for a total reduction of 12.8 percent.

Commi ssioner Drygas elaborated that in FY 2016 DLWD woul d
lose $1.7 million in federal funding for the Al aska Jobs
Center Network. The Network consisted of field stations
staffed in 20 centers throughout the state. The departnent
was examning alternative solutions to avoid job center
closures. She exenplified a saving neasure in the Seward
Job Center where the staffer was retiring and the Al aska
Vocational Technical Center (AVIEC) would take over job
center operation. She furthered that DLWD would utilize
vacanci es and attrition to keep job centers open.

1:47: 26 PM

Representative Gara referenced the $1.4 mllion UG-
reduction for the Alaska Youth First program | ast year that
was restated as a one-tinme expenditure. He stated that the
nmoney was used for job counseling services. He asked if
there was a way to retain the nost effective services as
opposed to cutting the entire program Conm ssioner Drygas
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felt that the program was "critically inportant.” She
suggested that if the conmttee wanted to |look to other
sources of funding she would welconme keeping the program
but did not think the program would survive the difficult
budget cuts. Representative Gara renmnded the conmttee
that the funding was a recurring item and was reduced to a
one-time appropriation | ast year.

Comm ssioner Drygas noved on to slide 11: "Technical And
Vocat i onal Education Program"”

Entity

FY2014 FY2015 FY2016
Di stribution Di stribution Di stribution

e University of Al aska

$ 4,842.0 $ 5,226.9 $ 5,630.0
e University of Al aska Sout heast
$ 538.0 - -
e @Glena Interior Learning Acadeny
$ 430.4 $ 464.6 $ 500.4
» Al aska Technical Center
$ 968.4 $ 1,045. 4 $ 1,126.0
» Al aska Vocational Technical Center (AVTEC)
$ 1,829.2 $ 1,974.5 $ 2,126.9
* Northwestern Alaska Career and Technical Center
( NACTECQ)
$ 322.8 $ 348.5 $ 375.3
« Sout hwest Al aska Vocational and Education Center
( SAVEC)
$ 322.8 $ 348.5 $ 375.3
* Yuut Elitnaurviat, Inc. People's Learning Center
$ 968.4 $ 1,045. 4 $ 1,126.0
e Partners for Progress in Delta, Inc.
$ 322.8 $ 348.5 $ 375.3
* Amundsen Educational Center
$ 215.2 $ 232.3 $ 250.2
* Ilisagvik College
- $ 580.8 $ 625.5
« TOTAL
$ 10, 760.0 $ 11,615.4 $ 12,510.9
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Comm ssioner Drygas nentioned that the slide depicted the
funding for the Al aska Technical and Vocational Education
Program (TVEP) by | ocati on.

Comm ssioner Drygas |ooked at slide 12: "Governor’s
Endor sed Budget Overview. QOperating Budget Continued."

Qper ati ng Budget conti nued

$300.0 Unallocated Unrestricted GCeneral Fund
Reducti on

* Delete t hree positions from t he
Comm ssioner’s O fice and the Adm nistrative
Services Division to attain the Governor’s
goal of redesi gni ng adm ni strative
infrastructure to maintain maxi num program
and services delivery

8% Unrestricted General Fund ($2.5 mllion)
Reducti on
* Reduce adm nistrative and support positions,
and streamine services to mnimze direct
service inpacts (-$%$1, 052.2)
* Reduce funding available to offset |ease
expenses (-$311. 4)
e Closure of the Alaska Vocational Technical
Center’s Anchorage Canpus , which houses
AVTEC s Allied Health prograns (-%$478.9)

Comm ssioner Drygas identified the three positions slated
for elimnation in the Conmssioner’s Ofice and the
Adm ni strative Services D vision: admnistrative assistant,
accounting clerk, and mcro network technician.

1: 51: 03 PM

Comm ssioner Drygas |ooked at slide 13: "Governor’s
Endorsed Budget Overview. Operating Budget Continued and
Capi tal Budget."

Oper ati ng Budget conti nued

8% Unrestricted General Fund ($2.5 nillion)
Reducti on conti nued

e Reduced Adult Basic Education instructional
hours (-$172.5)
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e Elimnate a Wage and Hour Investigator (-
$153.9)

e Less funding for pass-through grants in
support of Al aska Construction Academ es and
Rural Training Centers (-$367.6)

Capi tal Budget

Re- appropriation
 $530.0 unexpended bal ance of the AVTEC Third
Avenue Dormtory project to provide for the
repl acenent and upgr adi ng of AVTEC s
information technology (IT) equipnent and
infrastructure.

Conmi ssioner Drygas advanced to slide 14: "Share O Total
Agency QOperations." She reported that the next few slides
were historical budget charts provided by the D vision of
Legi sl ative Finance (LFD) which portrayed changes in the
DLWD budget since 2007. She enphasi zed that slide 14 showed
the overall state agency operations and the general fund
(GF) budget as a percentage of the total agency budgets.
The departnent’s general funds had increased at an average
annual growmh rate of 3.7 percent. However, the rest of the
state had grown at a faster rate therfore, DLW represented
a smaller share of +the overall statewi de budget and
represented six straight years of decline.

Vice-Chair Saddler asked whether the slide included UG-
funds. Conmmi ssioner Drygas responded in the affirmative.

Representative Gara cited slide 13 and requested an
expl anation for the reduction in the adult basic education
instructional hours totaling $172.5 mllion and asked
whet her there was an alternative for serving the students.

PALOVA  HARBOUR, Dl RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT,
answered that the total budget had $2 million remaining for
the Adult Basic Education program and was currently $1
mllion over the required federal match. She felt that the
i npacts would be fairly mninmal.

Co- Chair Neuman stated that slide 14 conpared DLWD to ot her

state agency budgets. Conmi ssioner Drygas voiced that she
was required to provide the graph.
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1:55: 47 PM

Vi ce-Chair Saddler asked for clarification about the Adult
Basi ¢ Education program Conm ssioner Drygas responded that
the program assisted adults in obtaining their GCeneral
Education D ploma (GED). Vice-Chair Saddler asked if there
were other educational resources available. Conm ssioner
Drygas was not famliar wth other resources available.
Vi ce-Chair Saddl er opined that other educational resources
woul d include the public school system Comm ssioner Drygas
replied that adult education was conprised of Al askans who
dropped out of high school and wanted to "nmake a go of it."

Representative Quttenberg asked about the reason that the
GED program was under the Departnent of Labor. He wondered
whether it was considered a part of workforce devel opnent.
Comm ssioner Drygas replied in the affirmative and added
that the basic reason was that it served adults seeking
their CGED. Representative Quttenberg cited the exanple of
of soneone aged 19 or 20 and asked where she would go for
GED assistance. Conm ssioner Drygas answered that Adult
Basi ¢ Education served students 16 years old or ol der.

Comm ssioner Drygas explained the chart on slide 15:
"General Funds By Appropriation.” She detailed that the
graph depicted the departnments G- budget changes by
appropriation. She furthered that G included special
training funds such as the State Training and Enpl oynent
Program (STEP), and the Technical and Vocational Education
Program (TVEP), and program receipts from fee-for-service
type activities (i.e., student tuition and fees or
mechani cal inspection fees).

Co-Chair Neuman asked about the blue line with the stars
that indicated significant growmh in 2008 and 2009 and
wondered why. Conm ssioner Drygas replied that the TVEP
program i ncreased significantly by statute.

1: 59: 40 PM

Comm ssi oner Drygas examned slide 16: "Unrestricted
Ceneral Funds By Appropriation.”" She noted the decline in
growh in alnost all DLWD prograns and conponents in FY
2015 and FY 2016. She conmmented that the steeper decline in
Busi ness Partnerships was due to the cut to the Youth First
program The increase in the Labor Standards and Safety
Division was accredited to the projected shortfall in the
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Wrkers Safety Conpensation Adm nistration Account (WSCAA)
that resulted in a fund source change to UG-.

Comm ssi oner Drygas reviewed slide 17: "Change In
Positions.” She explained that the chart portrayed the
decrease in positions since 2007.

Co- Chair Neuman asked about the average cost per enployee
in FY 2007 versus FY 2016. Comm ssioner Drygas responded
t hat she woul d provide the information.

Comm ssioner Drygas scrolled to slide 18: "Vision For The
Departnent."

e Streamline prograns and revanp the workforce
devel opnment system to ensure maxi num effectiveness
and efficiency within a sustainabl e budget

e Increase Alaska resident hire in priority industries
and occupations to ensure Alaskans are getting
Al aska’ s j obs

e Ensure economc stability for injured, unenployed
and di sabl ed Al askans

Comm ssioner Drygas comented on how committed the people
within the departnent were. She was struck by DLW
enpl oyee's longevity, concern for people' s wellbeing, and
good nature. She specifically nentioned the dedication of
the enpl oyees working in the Division of Rehabilitation and
commended them for finding disabled people neaningful work.
She revealed that she was reviewing a proposal that would
adm ni st er Wor kf orce  Devel opnent Grants through the
Enpl oynment Security Division instead of a separate Business
Partnerships Division, which could result in a savings of
approximately $850 thousand. |In addition, she noted that
Al aska had the highest ratios of resident to non-resident
workers in the country which inpacted the resident rate of
unenpl oynent .

Vice-Chair Saddler asked the conmissioner to define
priority industries in Al aska. Conm ssioner Drygas deferred
to Deputy Conm ssi oner Cashen.

2:05:55 PM
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GREG CASHEN, DEPUTY COWM SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT, answered that he had just finished
di scussions wth the W rkforce Investnent Board on the
topic. He identified that the priority industries in the

state wer e oi | and gas, m ni ng, constructi on,
transportation, seaf ood processi ng, heal t hcar e, and
information technology. He reported that DLW would be
i npl enenti ng t he new federal Wor kf or ce | nnovati on

Qpportunity Act.

Vice-Chair Saddler referred to the Comm ssioners statenent
t hat Alaska had the highest rate of non-r esi dent
unenpl oynent and wondered whether that was the case in
priority or non-priority industries. Deputy Conmm ssioner
Cashen replied that non-resident enploynent was focused on
construction, oi | and gas, m ni ng, and the seafood
industry. He offered to provide the departnents recent non-
resident hire report.

Co- Chair Thonpson thought that the tourism industry had a
ot of non-resident hire and supported tourism industry
jobs going to Al askans. Deputy  Comm ssi oner Cashen
responded that he inadvertently missed listing the tourism
i ndustry as having a high rate of non-resident hire.

Co-Chair Neuman stated that recently he had nmet with the
Conmi ssioner to discuss the future of Alaska. He was
concerned about the lost jobs in comunities due to budget
reductions. He stated the inportance that DLWD woul d play
in assisting Alaskans in finding new enploynent. He
commented that outreach to private industry was essenti al
He believed that the state's role in training A askans for
i ndustry jobs would need to transfer to the private sector.
He asked the conm ssioner to address the commttee about
the role of the departnent in the future wth further
budget reductions and the partnerships wth private
i ndustry.

Comm ssi oner Drygas responded that the Governor directed
commi ssioners to "dig into budgets" to find reductions.
She believed the departnment had identified new reductions
by "thinking outside the box" and that DLWD had to "do |ess
with less.” She was very passionate about partnering with
private industry and increasing workforce devel opnent
opportunities in the state. She shared that one of the
things the Governor had enphasized in his speeches was
cooperation anong the Departnment of Education and Early
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Devel opnent (DEED), the University of Alaska, and DLW to
streanmline and nake workforce devel opnment and career and
techni cal education nore effective and work on identifying
duplications and where the stated needed to inprove its
training. She shared that she had productive neetings wth
Comm ssioner M chael Hanley, Conm ssioner, Departnent of
Education and Early Developnment, and President Patrick
Ganbl e, President, University of Alaska, to discuss ways to
advance the goals and neasure results. She discussed her
energy and enthusiasm for her job as comm ssioner.

2:15: 07 PM

Vice-Chair Saddler referred to slide 11 and asked for
information on which TVEP training centers were nost
effective at producing jobs and at what cost per student.
Comm ssi oner Drygas answered that a TVEP report was being
publ i shed next nonth.

2:16: 08 PM
AT EASE

2:25:32 PM
RECONVEYNED

A"FY 16 BUDGET OVERVI EW DEPARTMENT OF LAW

CRAI G RI CHARDS, ATTORNEY GENERAL, DEPARTMENT OF LAW
i ntroduced the Power Point presentation "FY16 Budget
Overvi ew. Departnment of Law (copy on file).

Attorney Ceneral Richards began with slide 2: "Mssion."

M ssi on

» The Al aska Departnment of Law prosecutes crinme and
provi des |egal services to state governnent for
the protection and benefit of Alaska' s citizens.

Core Services

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

» Fostering conditions for responsible devel opnent
of our natural

e resources

» Protecting the fiscal integrity of the State of
Al aska
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« Pronoting good governance

2:27:00 PM

Attorney Ceneral Richards noved to slide 3: "Organization
Chart." He thought it would be helpful to include the
organi zational chart for the Departnent of Law (DOL) which
included the Crimnal Di vi si on, G vil Di vi si on, and
Admi ni strative Services.

Attorney Ceneral Richards pointed to slide 4: "Protecting
Al askans: Prosecutions and Convictions in CY13." He
conveyed that the prosecutorial arm for the state was
housed in the Crimnal Division within DOL. The data on the
chart showed the nunber of felony and m sdeneanor cases
that were accepted in and subsequently resolved in the | ast
cal endar year. He reported that the statistics did not
include the dismssals that anmpbunted to 16 percent of the
total prosecuted cases; half resulted in plea agreenents.

Co-Chair Neuman stated his concern wth <child sexual
assault. He recounted a recent event in Wsilla that
resulted in a plea agreenment wth |essor charges. He
wondered how a plea agreenent could happen in child sexual
assault cases. Attorney Ceneral Richards replied that he
was not famliar with the circunstances of the case. He
stated that major plea decisions were nmde wth the
prosecutor and the district attorney. He offered to provide
information regarding the particular case. Co-Chair Neuman
responded that his concern was not just that particular
case. He wondered how sonmeone could conmmt "a trenmendous
amount of crinme” and could obtain a plea agreenent wth
| essor charges. Attorney Ceneral Richards offered to
provide statistics for the departnent regarding plea
agreenents with nultiple charges reduced to one charge.

Attorney Ceneral Richards |ooked at slide 5: "Protecting
Al askans: Recent Statistics.” He explained that the slide
showed the nunmber of violent felony crines reported in
Al aska. He comented that reported crines related to the
amount of work for the Crimnal D vision of the departnent.
He rel ayed that reported crines remained relatively flat.

Co-Chair Neuman cited that 2,672 felonies were reported
[ 2013] and wondered how nmany of the crines were prosecuted.
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JOHN SKIDMORE, DIRECTOR, CRIM NAL DI VISION, DEPARTMENT OF
LAW indicated he woul d provide the information.

Representative GQuttenberg asked how Alaska conpared to
other states in relation to violent crinmes. Attorney
General Richards was not aware of accurate statistics
avai |l abl e.

2:33: 06 PM

Attorney Ceneral Richards highlighted slide 6: "Protecting
Al askans. "

Securing safe living conditions for Al aska s children:

e The Al aska Suprene Court resolved 29 appeals in
FY14 relating to child protection cases,
affirming the position taken by OCS in 28 of
t hose appeal s —a 96% success rate.

Saf eguar di ng Al aska’ s consuners:
* The Commer ci al and Fair Busi ness section
participated in settlenent of 6 major |ocal and
mul ti-state consumer protection cases, resulting

in alnpbst $6 million to the state. The Regul atory
Affairs and Public Advocacy section vyielded
approxi mat el y $4.4 mllion in guantifiabl e

consuner benefits in FY14.

Prosecuti ng crimnals and shi el di ng Al aska’ s
vul nerabl e adul ts:
* Extraditions, probation revocations, pursuing PFD
and Medicaid fraud cases, and a continued focus
on domestic violence and sexual assault.

Attorney General Richards noved to slide 7: "Fostering
Econom ¢ Devel opnent . "

Ensuring Al aska’s Resources are accessi bl e:

e Continued efforts to preserve and enhance access
t hr oughout the state, including the U. S.
Secretary of the Interior’s denial of a Iland
exchange to build a road to Col d Bay.

Def ending the Alaska’s right to manage its resources:

 (btained a favorable decision vacating the NWS
deci sion, based on projections 100 years into the
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future, to ||ist the Beringia population of
bearded seal as threatened.

Representing the state’s interests in resource
devel opment :

e Wrked with nultiple state agencies to provide
comments on the EPA's proposed rule to enforce a
reduction of CO2 em ssions from existing power
pl ants.

Attorney Ceneral Richards reported that the state wanted to
defend its right to manage its resources and nmaintain
accessibility to its resources. He nentioned that a whole
series of cases were related to maintaining the states
interest in resource developnment and ability to nmanage its
resour ces.

Co-Chair Neuman commented that protecting the state's
sovereignty was a huge issue for the state. He infornmed the
commttee that he had requested information regardi ng what
law suits were filed on behalf of the state that were
attenpting to protect the state's rights and |ist which |aw
suits were feasible and m ght proceed with litigation

Representative WIson asked how DOL decided which
Environnental Protection Agency (EPA) laws were worth
chal l enging. She exenplified the air quality issues in
Fai rbanks. Attorney Ceneral Richards stated that he had not
yet made a decision regarding state's rights. He reasoned
that he would first determ ne whether the state disagreed
with a federal law and whether or not the state "had a
uni que voice" in the issue. He added that there were also
practical considerations that weighed in on the decision of
whether to sue or not. He would provide any information on
a "formal structure on EPA rule charges"” if they existed
wi thin the departnent.

2: 38: 03 PM

Representati ve Edgnon asked about Al aska Tribes. He stated
that he did not see any nention of tribes in the
presentation. He asked whether the departnent was going to
pursue working with the tribes in relation to tribal courts
and the crimnal justice system and inproving rel ationships
with tribes. Attorney GCeneral Richards responded in the
affirmative. He voiced that he wanted to find the bal anced
approach and work with the tribes on offering alternative
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crim nal justice renedies especially for non- vi ol ent
felonies at the local level. He thought that the biggest
chal | enge was resources and spreading them out over 230
tribes of varying denographics. He thought that the best
approach would consider needs on a case-by-case basis to
see what nmade sense. Representative Edgnon stated that
"Alaska tribes had been the nost litigated than anywhere in
the country" and increasing efficacy at the local |evel
could bring cost savings to the state. Attorney GCeneral
Ri chards added that federal funds could becone available if
the departnment could "get sone of +the tribes up and
runni ng. "

Vi ce-Chair Saddler referenced the |egal chall enges against
the Departnent of the Interior regarding its refusal to
allow 3-D seismc testing in Arctic National WIldlife
Ref uge (ANWR) and whether the state was going to pursue
|l egal action. In addition, he asked whether the departnent
would continue to challenge the refusal to redraw the
western border of the 10-02 area of ANWR He hoped that the
departnment would "vigorously push back against” that type
of issues and would resist in concert with other western
states as well. Attorney General Richards agreed wth
wor ki ng collectively with other western states. He detailed
that as a menber of the National Association of Attorney
CGenerals he was involved in a subgroup of western states
t hat worked col |l aboratively on federal |and issues.

2:42:33 PM

Representative Pruitt requested that when the information
on the law suits related to state's rights against the
federal government was available the information would be
provided to the conmttee as a presentation by the attorney
general. Attorney GCeneral Richards agreed and warned that
he would have to proceed wth caution when providing
information on litigation strategy in a public setting and
woul d need to find a balance in presenting the informtion.
Representative Pruitt understood and did not want to
j eopardi ze the state's position.

Representative Minoz wanted Attorney GCeneral Richards to
corment on the Ketchikan educational |awsuit. Attorney
CGeneral Richards reported that currently the Superior Court
found that the local contribution portion of school funding
was in violation of the dedicated funds provision of the
Al aska Constitution but did not violate other provisions of
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the constitution regarding educational funding provisions.
He elaborated that Ketchikan nmoved to reconsider the
decisions it lost but reconsideration was not granted. The
final judgenment was entered and the state requested a stay.
However, t he j udge woul d not accept expedi ted
consideration. Presently, the departnment petitioned the
state Suprene Court for an expedited stay of the decision

and regardless of a granted stay the state will appeal the
j udgenent .
Attorney GCeneral Richards examned slide 8: "Protecting

Fiscal Integrity."” He explained that the chart depicted the
anount of noney DOL brought into the state through various
collections actions and litigation. He revealed that DOL's
budget was approximately $100 mllion annually and that the
departnent brought in $400 mllion in FY 2013. He deuced
that the departnent was a revenue driver.

Co- Chair Neuman asked  what happened in FY 2014
[ $23, 428, 000]. Attorney Ceneral Richards stated that the
| arger suns had to do with oil and gas cases that happened
to be settled in a particular fiscal year. He surm sed that
there was not a large settlenent in FY 2014.

2:47: 34 PM

Attorney Ceneral Richards advanced to slide 9: "Protecting
Fiscal Integrity."

Providing legal support in the developnent of a
gasl i ne:

e Continued to furnish |egal guidance to develop a
gas line to transport Alaska North Slope gas to
mar kets in and outside of Alaska. The devel opnent
of this resource is vital to strengthening
Al aska’ s economi c future.

Col l ecting on nonies owed to the state:

* Represented the Departnment of Revenue (DOR) in
tax di sputes.

Securing an equitable share to Alaska for its
resour ces:

* Mnitoring and participating, where appropriate,
in state and federal regulatory oversight of
tariffs on comon carrier pipelines in the state.
This vigilance can earn the state mllions of
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dollars in royalties and production taxes each
year.

Attorney  Ceneral Ri chards discussed additional core
functions of the Departnment of Law in slide 10: "Pronoting
Good Covernance. "

Defending the state’'s el ections process:

e« Advised the Ofice of the Lieutenant Governor
regarding certification of four ballot neasures
and a referendum

Uphol di ng t he public i nt er est in progranmmati c
i nvest ment s:

* On behalf of DHSS, brought an admnistrative
claim against Xerox State Healthcare, for the
conpany’'s failure to provide a functional
Medi cai d Managenent | nf or mati on System
Proceedings will comence in 2015.

Provi di ng consi stent |egal opinions:

* The departnment plays an integral role in the
success of many state prograns and operations
that are under the purview of our sister
agenci es.

Attorney General Richards highlighted that DOL provided
basel i ne | egal services, defended and sued for the state.

Co-Chair Neuman asked for clarification regarding the role
of the attorney general on behalf of the governor. Attorney
CGeneral Richards responded that he acted as |egal advisor
to the governor and |ieutenant governor.

Representative WIson asked who the |egislature would turn
to if they disagreed with a decision by the attorney
general . At t or ney Cener al Ri chards expl ai ned t hat
Legi slative Legal Services acted on behalf of the
| egislature and could provide |egal advice independent of
DCOL or any other state entity.

Representative WIson asked for information regarding the
attorney general's decision on a case involving the Al aska
| ndustrial Devel opnment and Export Authority (AIDEA) and a
private entity. Attorney Ceneral Richards indicated that he
had not made any decisions regarding AIDEA  Attorney
General Richards conveyed that he could provide information
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regarding the role of the attorney general and the
decisions in the rate cases related to H Il Corp. He
reported that the previous attorney general decided to
proceed with a Regulatory Affairs and Public Advocacy
(RAPA) section lawsuit with the Regulatory Comm ssion of
Al aska (Regulatory Comm ssion of Alaska). He delineated
that a determnation had been nmade that Fairbanks natura
gas should be rate regulated. A concern about the
possibility of a "spin off" of the Pt. MKenzie facility in
order to avoid any rate regulation at the facility or all
the way along the value chain pronpted additional |egal
action to avoid the scenario that the only rate regul ation
woul d occur at the distribution point. He continued that
RAPA challenged whether the facility should be rate
regul ated and whether the facility could be sold should be
del ayed until the rate regul ation decision was nade.

Co- Chair Neuman refocused nenbers' attention to the budget
overvi ew.

Attorney GCeneral Richards scrolled to slide 11: "Status of
FY15 Increnments.” He explained that typically the
| egislature appropriated large oil and gas funds as
increments rather than G- dollars. The slide showed the
increments for FY 2015 that totaled $3.8 mllion for
l[itigation and $1.5 million for gasline efforts.

2:53: 57 PM

Attorney Ceneral Richards explained slide 12: "Facing Tough
Times. "

We plan to continue to neet our core functions

* The departnment is conmtted to delivering the
sane | evel of excellent service

e W can’t define the details for all operations in
a reduction environnment at this tine

 Miintain current flexibility in our budget allows
nmovement to respond to the state’s priorities

Attorney General Richards indicated that the governor
directed the agencies to find 5 percent to 8 percent
reductions and that the departnment identified an 8 percent
reducti on.
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Attorney General Richards |ooked at slide 13: "Current
Budget is not all G-."

Operating reductions by sister agencies may inpact
Law

e 34% of the Departnent’s budget is funded from
sources other than undesignated general fund.
Substantially all of those funds are from other
agenci es.

e As other departnments draw down or elimnate
prograns, the anpbunt of |egal support required
may be r educed. However, past experi ence
i ndicates that program elimnation or downsizing
generally has a short-term uptick in level of
| egal work that is necessary.

» Legal efforts required by other agencies are not
predictably parallel to reductions —-an area of
concern is that sister agencies may “cut corners”
when seeking Law s expertise, potentially [|eading
to greater legal trouble in the future.

2:58: 47 PM

Attorney General Richards explained slide 14: "Current
Actions."

e Working with the Alaska Court System (48-hour notice
on arraignments) to elimnate Fai r banks and
Anchor age overtine

* Reviewing current cases to determne if there are
any that shouldn’'t be pursued

» Establishing a protocol to fill positions as they
becone vacant

* Reviewing existing structure at Law —-does it nake
sense to |l ook at a re-organization

* Restructure of Anchorage crimnal cases (potentially
elimnate the pre-indictnent hearing process)

Attorney Ceneral Richards revealed that the Anchorage pre-
i ndi ctment hearing process was costly and the departnent
was consi dering sending cases directly to the Gand Jury as
a cost saving measure.

Vi ce-Chair Saddl er asked whet her t here was any

restructuring within DOL due to passage of the Marijuana
referendum and whether the departnment would realize
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addi ti onal expenses or net savings due to the referendum
Attorney Ceneral Ri chards deduced that the general
consensus was that there would be a net increase in costs
due to driving under the influence (DU) scenarios but he
had not seen any dat a.

Attorney Ceneral Richards discussed slide 15: "FY16 Budget
- Key Personnel Statistics.”" He pointed out that DOL had
300 enployees in the Cvil Dvision, 232 in the Crimnal
Division, and 23 in Admnistrative Services. He summarized
that the reductions in personnel would be even between both
di vi sions and even anpong attorney and support staff.

Representati ve Munoz asked where the reduced positions were
| ocated. Attorney General Richards did not know where the
positions would be specifically located at this tine.

Vi ce-Chair Saddler wondered whether the departnment could
experience nore cost savings by enploying nore support
staff and less attorneys. Attorney Ceneral Ri chards
reported that he had asked the sanme question. He was a
proponent of shifting nore work to paralegals if possible
to realize cost savings.

Co- Chair Neuman suggested that DOL take a harder [|ook at
maki ng nore personnel reductions which was currently under
2 percent. Attorney Ceneral Richards indicated that DOL was
exam ning nore reductions in the event nore were necessary.

3:04:54 PM

Attorney General Richards turned to slide 16: "FY 16
Governor's Budget (in thousands).” He nentioned that the
slide depicted the relative expense between the GCvil
Division at $52 mllion versus the Crimnal Division at $32
mllion. He noted that the Cvil D vision received a |arge
share of funds from ot her revenue sources besides G-

Attorney GCeneral Richards noved to slide 17: "FY 15
Managenent Plan to FY 16 Governor's Request Line Item
Detail - Al Funds."

Representative Minoz asked about the travel |ine which had
increased from FY 2015 to FY 2016. Attorney General
Ri chards stated that he was uncertain about the increase.
He believed that downsizing was not only a function of
reducing travel but also reducing personnel and core
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servi ces. Ther ef or e, he did not focus on specific
priorities in finding reductions. He  thought t hat
reductions in travel could inhibit the departnment's ability
to prosecute crimnal cases.

Co- Chai r Neunman pointed out the travel figure was
m stakenly depicted as a decrenent on the slide and was
actually an increase.

Representative WIson asked about the potential use of
video for the departnent as a cost saving neasure. Attorney
CGeneral Richards responded that DOL was exploring having
nmore flexibility wusing video wunder the constitutional
constrai nt of t he crim nal def endant' s right to
confrontation which presented a challenge. Representative
Wl son thought that it could possibly be used in pretria
i nstances. Attorney GCeneral Richards agreed wth her
statement .

Co-Chair Neuman nentioned legislation from a prior year
that |ooked at the costs to the state from organi zations
that sue the state. He thought that the legislation was
nmeant to reduce costs for DOL. He was not famliar with the
details of the bill but wondered whether it had an effect
on the departnent's budget. He believed that t he
| egi sl ati on was i nportant.

3:09: 36 PM

JOHN SKI DMORE, DI RECTOR, CRIM NAL DI VI SI ON, DEPARTMENT OF
LAW reported that he had a recollection of the issue but
did not remenber specifics and was unaware of any effects
so far.

Co-Chair Neunman requested information regarding the bil
and its effects on the departnent and asked that regarding

any legislation neant to reduce costs he would Ilike
i nformati on about the agencies inplenentation and results.
Att or ney Cener al Ri char ds agr eed to provi de t he

i nformati on.

Attorney General Richards continued with slide 17. He
sumari zed that the departnment's budget was "largely people
driven" from Personnel Services.

Attorney Ceneral Ri chards discussed slide 18: "FY16
Reductions (in thousands)" and noted that it highlighted
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the departnent's strategy to achieve the targeted
reductions of $6.2 mllion. He spoke to the |argest
reductions that were: reduced use of outside council and
staff reductions. He detailed that the use of outside
council was cyclical and nostly related to oil and gas
cases. He pointed to the $916 thousand reduction in
personnel achieved through realignment of attorneys in
rural offices. He reported that the roughly $2.5 nmillion in
staff reductions would be achieved through attrition due to
the 10 percent turnover rate within the departnent.

Vice-Chair Saddler asked for clarification regarding the
reduced use of outside council and wondered whether the
appropriation would be increased by any new oil and gas
cases in the future. Attorney GCeneral Richards delineated
that there were 3 reductions related to outside council:
$800 thousand for oil, gas, and mning; $800 thousand for
the gasline; and $300 thousand for the Endangered Species
Act. He elaborated that regarding the Endangered Species
Act the reduction was due to developnent of "very
sophi sticated in-house expertise.” He added that gasline
demand for DOL assistance was |ess than anticipated and oil
and gas litigation was low due to the cyclical nature of

oil and gas cases. Vice-Chair Saddler asked whether the
reductions were "structural"™ in nature. Attorney GCeneral
Ri chards answered that the oil, gas, and mning reduction

in outside council was not structural.

3:15: 20 PM

Attorney Ceneral Richards advanced to slide 19: "Departnent
of Law Sal ary Adjustnent |ncreases and Personnel Services
Costs (Al Funds) ($ Thousands)." He indicated that the
chart depicted a $24.1 mllion increase in the personal
services budget, which $18.9 nillion was "driven by
contractual and statutory increases in wages or burdens,”
and was essentially due to inflation. He nentioned the $5.2
mllion growth directly related to staff increases. He
surm sed that nost of the departnment's growh was due to
inflation and that staff reductions would generate the
| ar gest budget reducti ons.

Attorney Ceneral Richards reveal ed slide 20: "Departnent of
Law Share of Total Agency Operations (GF Only) ($
Thousands) . " He remar ked t hat t he departnent's
approximately $100 mllion budget represented 1.1 percent
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to 1.5 percent of total agency operations and was
relatively flat.

At t or ney CGener al Ri chards t urned to slide 21:
"Appropriations within the Departnent of Law (GF Only) ($
Thousands)." He highlighted that a |arge part of the growh
in the departnment's budget over the last 10 years was
driven by inflation, particularly in the Crimnal Division.

Attorney General Richards skipped slide 22: "Appropriations
within the Departnent of Law (Al Funds) ($ Thousands)."

Attorney Ceneral Richards turned to the remaining slide 23:

Appropriations within the Department of Law (UG Only) ($
Thousands)." He relayed that the last slide showed the
amount of UG- for DOL and noted that a small anount of
designated funds for consuner protection, RAPA, and
Departnment of Environmental Conservation (DEC) clean-up
were appropriated to the departnent.

3:18:59 PM

Vice-Chair Saddler cited the follow ng |anguage from slide
9, ™".securing an equitable share to Alaska for its
resources.” He asked whether DOL interpreted the Al aska
Constitution regarding resources in the nmanner that
resources should be developed for the maxi mum benefit of
the people of Alaska and what the attorney general's
definition of maxi num value was. Attorney Ceneral Richards
stated that he was unaware of any definition within the
departnment and thought that the interpretation was "very
issue specific.” Vice-Chair Saddler asked whether "the
maxi mum val ue was not necessarily the maximum tax rate.”
Attorney Ceneral Richards replied that the maxi num tax rate
was "certainly" not the maxi num benefit.

Co- Chair Neuman di scussed the follow ng day's agenda.

#
ADJ OURNVENT

3:20:17 PM

The neeting was adjourned at 3:20 p.m

House Fi nance Conmmittee 25 02/04/15 1:35 P. M



