ALASKA STATE LEGQ SLATURE

LEG SLATI VE BUDGET AND AUDI T COW TTEE

ANCHORAGE, ALASKA
Decenmber 7, 2015
1:32 p.m
VEVBERS PRESENT

Representative M ke Hawker, Chair

Senat or Anna MacKi nnon, Vice Chair (via tel econference)

Representative Kurt O son
Representative Lance Pruitt

Representati ve Steve Thonpson (via tel econference)

Representative Sam Kito
Senat or Lyman Hof fman (via tel econference)
Senator Cdick Bishop (via tel econference)

VEMBERS ABSENT

Senator Cathy G essel

Senator Bert Stedman

Representati ve Mark Neuman (alternate)
Senator Pete Kelly (alternate)

COWM TTEE CALENDAR

REVI SED PROGRAM - LEG SLATI VE ( RPLS)
EXECUTI VE SESSI ON

| RIS AUDI T PROCUREMENT

RELEASE OF FI NAL AUDI T REPORTS
RELEASE OF PERFORMANCE REVI EWS

PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REQ STER

HEI DI TESHNER, Director

Adm ni strative Services

Depart ment of Education and Early Devel opnent
Juneau, Al aska

POSI TI ON  STATEMENT: Presented RPL 05-6-0111,
Pr ogr ans.

LACEY SANDERS, Fiscal Anal yst
Legi sl ati ve Finance Division
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Al aska State Legislature
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified regarding RPL 05-6-0111.

KRI'S CURTIS, Legislative Auditor

Legi sl ative Finance Division

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Expl ai ned the process after releasing the
final performance review reports fromthe commttee.

ROSS ALEXANDER

Legi slative Audit Division

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Answered a question regarding the final
per formance review reports.

ACTI ON NARRATI VE
1: 32: 59 PM

CHAIR MKE HAWKER called the Legislative Budget and Audit
Commttee neeting to order at 1:32 p.m Representatives Kito
A son, Thonpson, and Hawker, and Senators Bishop, Hoffman, and
MacKi nnon were present at the call to order. Representati ve
Pruitt arrived as the neeting was in progress.

REVI SED PROGRAM - LEG SLATI VE (RPLS)

1: 34:15 PM

CHAI R HAWKER announced that the first order of business would be
RPL 05-6-0111, Departnent of Education and Early Devel opnent,
Child Nutrition Prograns.

1: 34: 54 PM

HEI DI TESHNER, Director, Admnistrative Services, Departnent of
Education and Early Devel opment, advised that the D vision of
Teachi ng and Learning Support, Child Nutrition Progranms (CNP) is
requesting an increase of $8.7 mllion in federal receipt
authority in order to receive additional U S. Departnent of
Agriculture (USDA) grant funds. She noted that this request
would bring the FY2016 Child Nutrition Programis total federal
receipt authority to a little over $61 nmillion. She expl ai ned
that these prograns are fully federally funded and the spending
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will provide support for the significant growh they have
experienced, within its USDA Federal Nutrition Services Block
Grant. The grant includes progranms such as, the National School
Lunch Program Child and Adult Care Food Program (CACFP), Summer

Food Service Program and others. Wthout full authority, she
further explained, the USDA Meals Program will be term nated or
reduced which will inpact school districts, child care centers,

Head Start agencies, and the sumrer neal program  She said the
major growh wthin school neals is directly attributed to a
comunity eligibility program which provides free breakfast and
lunch to all students of |owincome schools. The schools in
Al aska, as well as other states, have experienced an overall
increased participation in nmeal prograns when neals are free,
and [find] that students are better prepared to receive their
education "with food in their bellies.”" She expressed that this
RPL requires no state funding as it is fully federally funded

and is requested because nore students are eligible to
parti ci pate. She noted that students do not have to
partici pate.

1: 37: 30 PM

CHAIR HAWKER requested confirmation that this is additional
federal noney available to the State of Al aska w thout requiring
any addi ti onal gener al fund i nvestnent s or i n-kind
contri butions.

M5. TESHNER answered, "That is correct."
1: 38: 09 PM

SENATOR BISHOP referred to page [3] of the RPL "Budgetary
| ssues,"” and asked for clarification that this is authorization
for $8.7 mllion for bill able clains.

M5. TESHNER responded that the [anpbunt] is based upon actua
claims of actual neals served.

CHAIR HAWKER noted this is the second tine the RPL has been
before the commttee because during the last neeting there was
not sufficient votes to pass it. He said there was concern that
this program would create a deepening of consideration of what
would be a welfare class and would bring nore people onto
federally subsidized progranms, thereby, creating increased
reliance on them He also noted constituents' concern that they
do not want their children placed in increasing reliance upon
federal governnment handouts. He asked for M. Teshner's
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response and why the commttee should create additional further
reliance upon the federal government to run this program know ng
that federal noney is "always going to be challenged" and it may
not be available in the future after creating the expectation
that these prograns provide.

M5. TESHNER replied that parents can determ ne whether or not
their children participate in the program and do not have to be

singled into the low incone category. She pointed out that
students learn better when they've had a decent neal and not
everyone has access to a decent neal. This allows all of those
students to take advantage [of the programj that wll assist

themin | earning, she pointed out.
1:41:13 PM

CHAI R HAWKER said he appreciates the clarity that parents are
not required to participate, but from the state's perspective
guestioned whether it is a good thing for the conmttee to
create increased reliance upon a federally subsidized program
that likely will not be sustainable in the future. Thereby, he
remar ked, causing expectations by the famlies that these funds
woul d be nade up by the State of Al aska. He queried whether
this is a good route to go.

M5. TESHNER answered "personally, yes,” in that this is a fully
federally funded program and if it is not approved, school
districts would have to use state noney to fulfill the backfil
of not having the federal noney to pay for the neals already
served.

1: 42: 12 PM

CHAI R HAWKER surm sed that the state is already obligated to pay
general fund noney for this program should the state not receive
this noney fromthe federal governnent.

M5. TESHNER responded, no. She offered that the prograns woul d
have to be seriously reduced or termnated because school

districts could not afford to pay. In the event anything had
al ready occurred, beyond the federal noney they could receive,
[ school districts] would have to backfill with state funding.

CHAIR HAWKER surmsed that this [funding] would curtail a
proposed increase, which is a net zero, and noted that it does
not meke sense.
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M5. TESHNER advised that if there is no federal funding
authority to pay school districts for neals they have already
di sbursed to students, there is a chance they would either have
to termnate the program during the school year, or would have
to substantially reduce it to the federal authority they
received, and "they would not have to subsidize that with state
dollars.” She related that it would affect the prograns w thout
the funding, but "we" wll not cone back for nore state funding
for the Child Nutrition Programitself.

1: 43: 43 PM
CHAIR HAWKER referred to Ms. Teshner's statenent that "it is

your opinion," and asked whether that is her opinion or the
opi nion of the agency and Governor Bill Wl ker's adm ni stration.

M5. TESHNER replied that it is the opinion of the agency and the
adm ni stration.

1:44:10 PM

REPRESENTATI VE KI TO comented that the state has federal funding
opportunities available to help the state's disadvantaged

st udent s. He cautioned that the Ilegislature should consider
that the state is receiving $300-$400 nmillion a year from the
f eder al gover nment for t he state's f eder al hi ghway

transportation program and is receiving approximately $100
mllion from the Federal Aviation Admnistration for capita
construction on the state's aviation program He rem nded the
conmmittee that the state receives a significant anount of
federal noney every year on the capital side as well as the
operating side. The legislature, he pointed out, needs to be
certain it has the ability to capitalize on the amount of
federal funding the state <can receive to help Alaska's
resi dents. When discussing the possible |oss of federal funds,
it should not be forgotten that the state receives a significant
anount of capital funds it could |ose as well. He opi ned that
| egi slators would not consider decreasing the state's federal
fund receipts for aviation or highways and to keep that in mnd
when consi dering these ot her prograns.

1:45:28 PM
REPRESENTATI VE OLSON asked whether they are giving the federa
governnment artificially inflated nunbers with regard to famlies

that do not participate, and questioned whether the state has
any liability for over-reporting.

BUD COWM TTEE -5- December 7, 2015



M5. TESHNER advi sed that the state is not providing artificially
inflated nunbers to the USDA, as it bases its nunbers on the
average of the last two school years. Wile they will receive a
set authorization from the federal government, they are only
billed for what the state paid for actual clains, she expl ai ned.

1: 46: 34 PM

SENATOR BISHOP surmsed that the increase is due to the
popul ation growth of school aged children in Anchorage, and
noted it is reinbursable up to $8.7, but there is nothing to say
that the state will bill $8.7 mllion.

M5. TESHNER responded that Senator Bishop is correct, in that
they are asking up to $8.7 nmillion, but all of the authority may
not be used as it is based upon actuals.

1: 48: 07 PM

LACEY SANDERS, Fiscal Analyst, Legislative Finance Division,
Al aska State Legislature, stated that there are no general funds
required and no additional staff is needed regarding RPL 05-6-
0111. The Legislative Finance Division finds no technical
i ssues, she advi sed.

1: 49: 07 PM

REPRESENTATI VE OLSON made a notion and asked unani nous consent
that the commttee approve RPL 05-6-0111, Departnment  of
Education and Early Developnent, Child Nutrition Prograns for
$8, 700, 000 Federal Receipts, Fund Code 1002, as an operating
budget item

A roll <call vote was taken. Representatives Kito, d son
Thonpson, Pruitt and Hawker, and Senators Bishop, Hoffman, and
MacKi nnon voted in favor of RPL 05-6-0111. Therefore, RPL 05-6-
0111 was approved by the Legislative Budget & Audit Commttee by
a vote of 8 to O.

EXECUTI VE SESSI ON

1: 50: 55 PM

CHAl R HAWKER announced the next order of business would be an
executi ve session.
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1: 51: 09 PM

REPRESENTATI VE OLSON noved and asked unani nobus consent, that the
Legi sl ative Budget and Audit Conmittee enter executive session
under Uniform Rule 22(b)(1) and (b)(3), as the neeting wll
involve a discussion of matters, that the imedi ate know edge
of, would adversely affect the finances of a governnment unit and
under AS 24.20.301 for the discussion of confidential audit and
performance revi ew reports.

CHAI R HAWKER announced that seeing no objection, it was soO
or der ed.

1:51: 54 PM

The conmttee took an at-ease from1:51 p.m to 4:03 p. m

4:03: 28 PM

CHAI R HAWKER brought the commttee back to order at 4:03 p.m
Representatives Kito, O son, Thonpson, and Hawker, and Senators

Bi shop, Hoffman and MacKi nnon were present at the call to order.

| RIS AUDI T PROCUREMENT

4:05:32 PM

REPRESENTATI VE OLSON nade a notion that the Legislative Budget
and Audit Conmittee authorize the Legislative Auditor to award
and enter into a contract for specialized information technol ogy
expertise to review the State's Integrated Resource Information
System (IRI'S) in an anpbunt not to exceed $400,000. There being
no objection, it was so ordered.

FI NAL AUDI T REPORTS

4:06:18 PM

REPRESENTATIVE OLSON nade a nmotion that the followng final
audits be released to the public: Di vision of Al aska Pioneer
Hones, and Big Gane Commercial Services Board, Sunset. There

bei ng no objection, it was so ordered.

PERFORMANCE REVI EW REPORTS

4:06:45 PM
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REPRESENTATI VE OLSON nade a notion that the commttee release
the following final Departnent of Health and Social Services
performance review reports to the public: Behavi oral Heal th,
Long- Term Care, and Administrative Structure.

CHAI R HAVWKER enphasized, for clarity, that there are three
separate physical reports.

CHAI R HAWKER objected and commented that these are significant
performance reviews of a significant agency that are of a great
deal of interest to many people. He noted there are sone
controversial findings in the report, and "a lot of neat to
digest." He asked Kris Curtis, Legislative Auditor, to explain
the process as the reports are released to be certain the
information is available to legislators, the House and Senate
Fi nance Comm ttees, and the public at-Iarge.

4:07:59 PM

KRIS CURTIS, Legislative Auditor, Legislative Finance Division

Al aska State Legislature, stated that subsequent to the
commttee's release, the full reports and summaries wll be
posted on the web site. However, she noted, the reports are
full of findings and recomendations in that each report is over
200 pages. She encouraged all legislators to have their budget
knowl edgeable staff review these reports because there can
certainly be other information in them of particular interest to
specific legislators that may not be included wthin the
sumari es. She explained that the summaries will be posted on
the web site to help guide people in reviewing the reports, and
[the division] wll prepare a summary of potential |egislation
that legislators nmay be interested in sponsoring that are
suggested within the reports. These reports, she enphasized,
are the opinion and product of the contractors hired by "us" and
are independent, objective reviews by experts in the field. She
said her expectation is that within the next day or two, emils
with the above information will be directed to every |egislator
and co-chairs of the House and Senate Finance Conmittees.

M5. CURTIS, in response to Chair Hawker, advised that her office
will send out a public press release regarding the availability
of the audit. She offered that hard copies will be sent to the
chairs of the House and Senate Finance Conmttees, chairs of the
House and Senate Health and Social Services Committees, and
chairs of the House and Senate Finance Conmittees' subconmmttees
for health and soci al services.
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4:10: 37 PM

CHAI R HAWKER asked that the very volum nous reports be posted on
the web site with a reduced . pdf size.

M5. CURTIS advised they would also attenmpt to include Iinks
within the summaries allowing people to drill down into the
vol um nous reports nore efficiently.

4:11: 09 PM

SENATOR MACKI NNON asked Ms. Curtis how in depth docunentation
was perfornmed with regard to Medicaid waivers for 1915(i) and
(k), and whether the reports highlight the state's options or
potential risks on the waivers.

CHAl R HAWKER advi sed Senator WMacKinnon that M. Curtis is not
gualified to respond.

4:11: 50 PM

M5. CURTIS advised that the reports are not public at this point
and she nust wait until they are released before addressing
their content.

CHAI R HAWKER asked Senator MacKinnon to w thdraw her question
until the vote was concl uded.

SENATOR MACKI NNON agr eed.
4:12:11 PM

CHAI R HAWKER advi sed that the question before commttee is the
release of the Departnent of Health and Social Services
performance review reports selectively identified for the
Behavioral Health Division, Long-Term Care Activities, and
Adm nistrative Structure of the agency. There being no
objection, it was so ordered.

4:12: 38 PM

SENATOR MACKI NNON pointed to Ross Al exander, Legislative Audit
Division, and the Medicaid waivers 1915(i) and (k), and advised
she has know edge as to what 1915(i) and (k) obligates the state
to do. She asked M. Al exander whether the report currently
rel eased contains any of the negative consequences or accurately
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reflects a conparison of the state's potential risks for those
two wai ver prograns.

4:13:36 PM

ROSS  ALEXANDER, Legislative Audit Di vi si on, Al aska State
Legi slature, advised that the reports thenselves do not go in
depth into risk. They do include a disclainer; however, that
the reports thenselves are providing a recomrendati on on how the
state can shift costs to the federal governnent and col |l aborate
with the federal governnment on ways to |ower state expenditures.
He offered that the reports recognize that in order to npve
forward on any of the recomendations, the state will need to
seriously consider the risks. Al t hough, he remarked, they do
not go in depth into the risks thenselves, they do not nake a
bl anket "this is a good idea" on noving forward on any of the
options or waivers w thout further study.

4:14: 23 PM

SENATOR MACKI NNON i nquired whether it is true the Departnent of
Health and Social Services did not conply with the request to
show the commttee a ten percent reduction anywhere.

MR. ALEXANDER responded that she is <correct, in that the
proposed list of reductions put forth by the departnent is a
list of totally and approximately 4.5 percent of its general
fund budget. He explained that it is part of Governor Bill
Wl ker's anended budget put out [|ast year. Therefore, he
responded, it is not in full conpliance with the requirenents of
the statute.

SENATOR MACKI NNON conmmented to the committee that the conmittee
has gone through two audit cycl es, wth tw different
departnments, and it has not received the results the conmttee
had hoped for under passage of the bill. She said she wondered
whet her the conmttee should have a discussion on the efforts

as it noves forward, and investing "this nmch noney" to
understand what the departnment is doing, and having departnents
refuse to conply with Al aska State Statute.

4:16:12 PM

CHAI R HAWKER noted that Senator McKi nnon echoed his sentinents
exactly. He asked whether there were any other commttee
concerns for the good of the order. Hearing and seei ng none he

t hanked the comm ttee nenbers for their attendance.
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4:17:08 PM
ADJ QURNVENT
There being no further business before the comittee, the

Legi sl ative Budget and Audit Committee neeting was adjourned at
4:17 p.m
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