HOUSE FI NANCE COW TTEE
January 27, 2017
1:32 p.m

1: 32: 02 PM

CALL TO ORDER

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

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative Scott Kawasaki
Representative Dan Otiz
Representative Lance Pruitt
Representative Steve Thonpson
Representative Cathy Tilton
Representative Tanm e WI son

VEMBERS ABSENT

Representative David Guttenberg

ALSO PRESENT

Hei di Drygas, Comm ssi oner, Department  of Labor and
Wor kf orce Devel opnent; Pal oma Harbour, Director, D vision
of Admnistrative Services, Depart nent of Labor and
Wor kf orce Devel opnent; Greg Cashen, Deputy Comm ssioner
Departnment of Labor and Wrkforce Developnent; Larry
Harti g, Comm ssi oner, Depart ment of Envi r onment al
Conservation; Sheldon Fisher, Comm ssioner, Departnent of
Adm ni stration; Cheryl Lowenstein, Director, D vision of
Adm ni strative Services, Departnent of Adm nistration.

SUMVARY
HB 57 APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

HB 57 was HEARD and HELD in committee for further
consi derati on.
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HB 59 APPROP: MENTAL HEALTH BUDGET

HB 59 was HEARD and HELD in commttee for further
consi derati on.

FY 18 BUDGET OVERVI EW6
DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT
DEPARTMENT OF ENVI RONMENTAL CONSERVATI ON
DEPARTMENT OF ADM NI STRATI ON

1: 32: 12 PM

Co- Chair Seaton discussed the agenda for the day.

AFY 18 BUDGET OVERVI EW DEPARTMENT OF LABOR AND WORKFORCE
DEVEL OPVENT

1: 33: 22 PM

Vi ce-Chair Gara apol ogi zed for tardiness.

HEI DI DRYGAS, COWM SSI ONER, DEPARTMENT OF LABOR AND
WORKFORCE DEVELOPMENT (DLWD), introduced a Power Point
presentation titled "FY2018 Departnment Overview, House
Finance Conmittee" dated January 27, 2017 (copy on file).
She addressed the departnent's mssion to provide safe and
Il egal working conditions and advance opportunities for
enpl oynent (slide 2). The departnment acconplished its
m ssion through key program priorities ained at protecting
Al aska' s wor ker s t hr ough statutory and regul atory
consultation and enforcenent; developing an Al askan
wor kforce for Alaska's jobs; and income replacenent for
i njured, unenployed, or disabled Al askan workers. The slide
i ncluded website links to the departnent's mssion and key
performance indicators, its proposed FY 18 budget, and
per formance nmeasures for its divisions.

Comm ssioner Drygas turned to slide 3 and addressed a 10-
year | ookback slide from the Legislative Finance D vision
(LFD), Ceneral Fund (GF) only (beginning in FY 08). She
clarified that GF included unrestricted general funds (UGF)
and designated general funds (DGF). The departnent's DG
included the State Training and Enpl oynent Program (STEP),
the Technical and Vocational Education Program (TVEP), and
revenue generated by fees for service such as Al aska
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Vocati onal Technical Center (AVIEC) tuition and fees. The
departnent's increase of $5.5 million since FY 08 was
entirely due to increases in DG

1: 36: 02 PM

Comm ssioner Drygas turned to slide 4 and addressed a 10-
year |ookback for all funds. The LFD chart showed the
changes in the departnent's budget since FY 08 by
expenditure category. Total personal services expenses
increased by $7 nmillion over the tineframe; the increase
was due to wage and benefit adjustnents, which include
increasing healthcare benefit costs. She noted the
departnent had 212 fewer enployees (fewer position contro

nunbers (PCNs)) in FY 18 than in FY 08. She directed
attention to the significant reduction to grants and
benefits of $12.8 nillion, largely due to the elimnation
of mul tiple UGF- f unded wor kf or ce devel opnent gr ant
pr ogr ans.

Comm ssioner Drygas noved to slide 5 and addressed an LFD
chart related to appropriations within the departnment by
division. The consolidation of two of the departnent's
di vi sions - Business Partnershi ps and Enpl oynent Security -
into the Enploynent and Training Services Division in FY
17, made the chart difficult to follow She detailed that
AVTEC s GF increase noted at the top right corner of the
chart was conprised of $1.6 nmillion in DG and only
$300,000 in UG, which represented a UGF increase of |ess
than 1 percent per year. The departnment was inplenenting
the second of its two-year tuition and fee increase at
AVTEC in 2018, to reduce the center's reliance on UGF.
Cathy Laconmpte was the new AVTEC director beginning in
Novenber 2016; the departnent would work closely with M.
Laconpte to develop a strategic plan for AVTEC that would
continue to increase self-sustainability and reduce
reliance on UG, while continuing to neet critical state
wor kf or ce devel opnent needs.

1: 37: 54 PM

Comm ssioner Drygas addressed slide 6, which included all
funds. The division's consolidation of two divisions into
one division made the chart difficult to follow As LFD had
noted on the chart, since FY 08 the departnent's budget had
increased by less than 1 percent. The chart on slide 7
showed the departnent’'s budget by fund group. She reported
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that the departnent's UG had decreased by $2.3 mllion or
10 percent from FY 08 levels. The departnent's DG (the
only fund group to see an increase over the tinefrane)
included STEP, TVEP, and fees for service such as AVTEC
tuition and fees.

1: 38: 53 PM

Comm ssi oner Drygas noved to slide 8 and expl ained that the
next several slides reflected the departnment's budget by
di vi si on, broken down by conponent or program The
department's rating of inportance to the m ssion was based
on gui dance received from the co-chairs. She detailed that
"critical" nmeant a program that was directly neeting the
departnment's mission; "inportant” meant a program providi ng
indirect support that would need to be reassigned if the
program did not exist; and "status quo" neant a program
that had historically been funded because of a statutory
requi renent, but had no real inpact on the departnent's
m ssi on or potentially hanmper ed t he departnent's
functioning. The departnment had not been given specific
gui dance for the rating of effectiveness; therefore, it had
used ratings of high, noderate, and | ow.

Conmi ssioner Drygas continued that wusing very strict
criteria for determ ni ng what was constitutionally
required, the Ofice of Mnagenent and Budget (OwB) had
informed the department that the Comm ssioner's Ofice was
the only thing in the departnment that was partially
constitutionally required. The Conm ssioner's Ofice and
the Admnistrative Services Division had worked tirelessly
over the past few years to identify significant budget
reductions and operational efficiencies. The list included
consi derabl e | ease consolidation efforts, resulting in over
$1 million saved in UGF fromFY 15 to FY 18.

Comm ssioner Drygas turned to slide 9, which reflected
prograns within the W rkers' Conpensation Division. Wile
the departnent rated the effectiveness of the division as
high, it recognized there was room for inprovenent.
Therefore, the departnent had worked with the governor's
office on HB 79, which had been introduced that week. The
departnment had rated the inportance of the Second Injury
Fund as "status quo" and the effectiveness of the fund as
nmoderate. While the program worked, many other states had
elimnated their second injury funds - the goal of the fund
was to facilitate the reenploynent of injured or disabled
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wor kers - because the Americans with Disabilities Act (ADA)
largely fulfilled the purpose, prohibiting discrimnation
based on disability. The sunset of the Second Injury Fund
was included in HB 79. One of the departnment's highest
legislative priorities was the repeal of the Wrkers'
Conmpensati on Appeal s Conm ssion, which would save $440, 000
in DG annually; legislation had also been introduced in
the current session (HB 69).

1: 41: 37 PM

Comm ssioner Drygas turned to slide 10 and rel ayed that the
prograns within the Labor Standards and Safety Division
were critical to the departnment's mssion of protecting
Al aska's workers and were highly effective. According to
statute, the Al aska Safety Advisory Council was responsible
for organizing the annual governor's safety conference in
Anchorage. She characterized the conference as terrific and

noted it was held in April. Menbers of the council took the
responsibility seriously and did a great job wth the
conference every year. The council brought in nore in

sponsorshi p noney than necessary to cover the costs of the
conf er ence. The departnent had ranked the ~council's
effectiveness as noderate because it felt the group could
be nore effective if privatized. The council was interested
in privatization and was currently | ooking to adopt byl aws,
whi ch was the first step.

1:42: 29 PM

Comm ssioner Drygas addressed the progranms wthin the
Enpl oynment and Training Services Division on slide 11. The
prograns were critical to the departnent's mssion of
advanci ng enploynment opportunities for Alaskans and its

core service of i ncome replacenent for tenporarily
unenpl oyed workers. The division was relatively new and was
by far the |argest di vi si on (it represented the

consolidation of two divisions). Through the consolidation
effort, the departnent had elimnated 10 positions or PCNs,
reduced its UG by over $300,000, and had reduced
adm ni strative costs, which had put an additional $1
mllion in STEP funds on the street as grants to train
Al askans.

Comm ssioner Drygas discussed the workforce devel opnent

conponent of the Enploynment and Training Services Division
on slide 12. She relayed the conmponent had a few different
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ongoi ng annual prograns (shown on slide 12). The prograns
were highly effective and critical to the departnment's
m ssion. In accordance with FY 17 legislative intent, the
departrment had reduced the GF authority supporting the
Al aska Construction Acadeni es (ACA) by another $600, 000 UG-
in FY 18. The remaining Construction Acadeny training
funding totaled $1.26 mllion UG if the Ilegislative
i ntent | anguage continued, the program would be elimnated
by FY 21. The departnment was very concerned about
elimnating funding for the ACA and believed it was short
sighted, given the state's aging construction workforce
(particularly as the state worked to advance a gas I|ine
project). Failure to train Alaskans did not nean the jobs
woul d go away; it neant the jobs would go to outsiders.

1: 44: 14 PM

Comm ssi oner Drygas spoke about t he Vocat i onal
Rehabilitation Division on slide 13. The division was
focused on delivering services to disabled Al askans. She
detailed that the federally and statutorily required
prograns were highly effective and critical to the
department's mssion of advancing enploynent for all
Alaskans and its core service of providing incone
repl acenent for disabled Alaskans. She highlighted the
bottom row pertaining to special projects and explained
that it applied to special federal grants that enhance the
services provided through the dient Services program
Servi ces included supported enploynent (allocated to youth
with the nost significant disabilities) and assistive
t echnol ogy, which hel ped disabled Alaskans test and
identify technology that can assist them in their daily
lives as well as in seeking enploynent.

1: 45: 08 PM

Comm ssi oner Drygas discussed the AVTEC program |located in
Seward (slide 14). The program was critical to the
departnent's m ssion of advancing enploynment opportunities
for Alaskans. The program was highly effective, with an
average graduation rate of 88 percent over the past five
years. She elaborated that over the past five years, an
average of 89 percent of AVTEC graduates had been enpl oyed
in their area of training within one year. The departnent's
budget included a nunber of changes to AVIEC s budget. The
departnment was switching $184,000 in UG- to program
receipts to reflect a 7.5 percent increase in tuition and
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fees to support overal | progr amns in FY 18.
She added that it was the second year of a two-year tuition
and fee increase. The departnment was also swtching
$192,000 in UGF to program receipts related to revanping
the culinary arts program She detailed that one full-tinme
instructor position would be fully supported with receipts
generated by the program Plumbing and heating and
construction program offerings were being reduced from
twce per year to once per year, to better align wth
demand and realize an instructor workload savings of over
$50, 000. The departnment would be working closely with the
programis new director to develop a strategic plan for
AVTEC to reduce its reliance on UGF.

Vice-Chair Gara asked about the percentage cut to the
departnent since she had becone conm ssioner. Comr ssioner
Drygas replied it was roughly 37 percent.

Vice-Chair Gara referred to the W rkers' Conpensation
Conmmi ssi on. He acknowl edged that a cost savings was
important, but he asked if an analysis had been done on
saving $400,000 by elimnating the Wrkers' Conpensation
Appeals Conmi ssion. He remarked on the large nunber of
cases and noted that the cases automatically went to the
court system He asked if an analysis had been done that
the proposal would not require the state to hire another
superior court judge with a staff nmenber and office. He
remar ked that those itenms would cost $400, 000.

1: 47: 47 PM

Comm ssioner Drygas corrected that the nunber of appealed
cases was |low and had been decreasing. She would provide
the information to the commttee. She explained that the
cases would be absorbed and instead of going through the
appeals conmm ssion they would go to superior court. She
believed the Court System had filed a zero fiscal note the
previ ous year because of the |low nunber of cases. She
reiterated that the Court System believed the cases could
be absor bed.

Co-Chair Seaton asked the departnent to have the data for
t he subcommittee. Commi ssioner Drygas agreed.

Representative Kawasaki pointed to slide 8 related to
| easi ng. He asked for detail.

House Fi nance Committee 7 01/ 27/ 17 1:32 P. M



PALOVA  HARBOUR, DI RECTOR, DIVISION OF ADM NI STRATI VE
SERVI CES, DEPARTMENT OF LABOR AND WORKFORCE DEVELOPMENT,
answered that the |easing conponent accounted for how the
department paid for its lease costs with state funds. They
offset a portion of all the departnment's |eases across the
state. The departnent had nade considerable efforts and had
cut funding to leasing by over $1 nmillion in the last three
years.

Representati ve Kawasaki asked if the cuts to l|easing had
been related to saving space or not renting buil dings.

Ms. Harbour answered that in FY 18 the departnent was
reducing its total |eased space by over 10,600 square feet
for a savings of approximately $272,000. She noted it
reflected the latest reduction, which would occur in
Anchorage; other reductions had been nmade in Juneau and
Kenai. The departnent was | ooking at each of its |eases as
they cane up to determne if the space was needed or could
be consol i dat ed.

Representati ve Kawasaki did not recall seeing leasing as a
separate allocation in the other budgets.

Co-Chair Seaton recalled that another departnent had
reported on | easing the previous day.

Represent ati ve Kawasaki noted they were |ooking at scraping
nickels and dines together related to the budget. He
recogni zed that DLWD was not constitutionally required, but
there were nyriad federal requirenments associated wth sone
of the work the departnent had taken on. He asked if there
had been consideration either noving things in or out of
the departnent. For exanpl e, nmoving AVIEC or adult
education to the Departnent of Education and Early
Devel opnent (DEED). He asked for comment on why it may or
may not be a good idea.

1:51: 24 PM

Comm ssioner Drygas responded related to AVIEC and the
Adult Basic Education prograns had been noved from DEED in
the past because they felt DLWD could do a better job
admnistering the two. The  depart nent had | ooked
considerably at its essential core mssion and at its
prograns relating to the mi ssion. Going through the process
had been very beneficial in determning what it could do
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wi thout. Over the |ast couple of years, the departnent had
given up leases, and it had identified the Wrkers’
Conpensati on Appeals Comm ssion as sonething it no |onger
needed. She continued that the commssion had been
hanpering the ability to effectively deal wth workers

conpensati on appeals. The |Independent Living Program had
also been transferred to the Departnent of Health and
Soci al Services (DHSS). She remarked that the silver |ining
of the state's budget difficulties was the inpetus to | ook
at what departnents did well, what they could do better,
what they could do without, and what other departnents may
be able to adm nister better.

Representative WIson comended the departnent for the
clarity of its presentation and work. She pointed to slide
4 and asked what had resulted in the increase in the
"services" line.

Comm ssioner Drygas answered that "it's all of them" She
di d not have the specifics on hand and woul d fol |l ow up.

1:54:12 PM

Representative Otiz spoke to the reduction of 212 PCNs
since FY 15. He asked if the reduction was hanpering the
departnment's ability to acconplish its m ssion.

Comm ssioner Drygas replied in the affirmative; it was seen
daily in every division. She el aborated that DLWD had taken
the governor's nenorandum seriously about being careful
about what vacancies to fill and making sure it could
distribute the work effectively with existing enployees.
The departnment was significantly short on admnistrative
staff. It was hard to convey the <critical nature of
adm nistrative staff in the process of ensuring the public
was served. She believed the public was beginning to
wi tness the consequences of significant staff cuts. The
departnment was doing the best it could with what it had; it
was working to be nethodical on how the cuts were made. She
opined it would be rash to nake the decisions arbitrarily.

Representative Otiz asked for sone specific exanples about
where the public was seeing | ess services from DLWD

GREG CASHEN, DEPUTY COWM SSI ONER, DEPARTMENT OF LABOR AND

WORKFORCE DEVELOPMENT, answered that in the last two fiscal
years the departnment had reduced its job center footprint
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by three centers (Kotzebue, Barrow, and Seward). He
detailed that the [Seward] job center had been |ocated at
AVTEC, which was a state-owned facility; therefore, the
facility still had a resource room and access point for job
seekers. Reducing the departnent's footprint had an inpact
on the public. He added that DLWD would have to consider
its lease costs and job centers going forward if further
reductions were made, which would inpact service delivery
to the public.

1:57:46 PM

Representative Otiz asked in which areas AVITEC provided
t he biggest contribution (e.g. ship building or other).

Comm ssi oner Drygas answered that she wanted nore people to
know about AVTEC. She remarked that Representative W] son
and the DLWD budget subcommittee had discussed AVTEC at
length in past years and about the terrific work it did
training Al askans. Al askans from t he I nterior,
Sout hcentral, North Slope, and rural areas attended the
program The center had numerous program offerings for
vocati onal education. One of its premere prograns was in
maritime training. Other prograns included culinary arts,
appl i ed t echnol ogy (heati ng, ventil ation, air
conditioning), refrigeration, healthcare, and other. She
spoke to the concept of doing nore with less and rel ayed
the goal was to educate nore Alaskans about t he
opportunities at AVTEC. The program was an affordable way
(there had been necessary tuition i ncreases) for
individuals to seek a career path or train thenselves in a
new career path. She underscored that AVIEC was a terrific
educat i onal opportunity for individuals seeking good

m ddl e cl ass j obs.

1: 59: 50 PM

Co-Chair Seaton asked how nuch the Al aska Perfornmance
Schol arship (APS) was used at AVTEC.

Comm ssi oner Drygas could not speak to the specific dollar
anount, but it was underutilized. The departnment had asked
AVTEC to include the APS badge on the website to ensure
potential students were aware they could use APS funds for
the program She would follow up wth a dollar anmount for
the conmittee.
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Co-Chair Seaton asked the departnment to address the issue
during its subconmttee neetings. He thought it nay be a
way to result in increased participation and funding. He
asked the departnent to look at the proportion of high
school graduates <conpared to older individuals taking
cl asses. He noted that individuals comng to AVTEC from the
wor kf orce would not have an opportunity to access [the
APS]. He detailed that high school students would have been
required to graduate and to have taken rigorous courses
with a C+ average. He did not want to conpare that group
with ol der individuals being retrained who | acked the sane
opportunity.

2:01: 46 PM

Co-Chair Foster relayed he served on the Al aska Wrkforce
| nvestnent Board when M. Cashen had served as the
executive di rector. He had been gi ven Numer ous
opportunities to visit AVIEC and learn what the program
offered. He noted the experiences had all been great. He
asked about requirenents for the program He asked if the
classes required to obtain the APS were different if an
i ndi vi dual planned to use the scholarship to attend coll ege
versus AVTEC. He would love to see nore rural Al askans
going to AVTEC. He wondered how he could get rural Al askans
to take advantage of the opportunity.

Ms. Har bour answer ed there were di fferent Al aska
Performance  Schol arships for advanced education and
vocational /technical prograns; the scholarship criteria
were different for the different schol arships.

Co-Chair Foster stated that part of the problem in rura
Al aska was an inability to access the required classes to
qualify for the APS. For exanple, if a person going to
college, they may be required to take a trigononetry cl ass;
however , perhaps the requirenent was different for
i ndi viduals planning to attend AVIEC. He furthered that if
the classes were not offered in rural Al aska, there were
broadband issues [preventing online class options]. He
asked how to elimnate barriers to enable nore rura
Al askans go to AVTEC and take advantage of the schol arship
program

2:04: 22 PM
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Representative Tilton thanked the departnent for its work
on looking for efficiencies. She spoke to the 212 position
reductions. She asked if the positions had been vacant or
reflected | ost jobs.

Commi ssioner Drygas replied there had been a conbination
Most of the 212 PCNs had been through attrition or
retirenment. There had been a few | ayoffs.

Vice-Chair Gara referenced Representative Otiz's earlier
question about whether the |oss of enployees was inpacting
the departnent. He stated sone individuals were starting to
get unconfortable with the level of cuts the l|egislature
was adopting. He recalled a grant cut that had not been
reflected in the loss of enployees. He referred to a
program that existed two years back that had hel ped fund
school counsel ors who hel ped steer youths towards jobs. The
program had been elimnated and he wondered if its inpact
on job opportunity had not been substantial. Alternatively,
he wondered if they regretted cutting the program

Ms. Harbour responded there had never been an argunent
about the effectiveness of the forner Alaska Youth First
Program She reasoned that the state budget [deficit]
situation was a reality and the departnent had to | ook at
what was essential to its mssion. She explained that there
were sone philosophical belief differences about whether
DLWD shoul d be doing adult training, AVTEC, and adult basic
education (things that had been transferred from DEED to
DLWD). She stated the program had been highly effective in
things |like healthcare academ es and other inportant ways
to get hi gh school ers i nterested in avai |l abl e
opportunities.

2:07:44 PM

Comm ssi oner Drygas added that she believed the departnent
had to expose young Al askans to different opportunities in
career and technical education. If youths were not given an
opportunity to explore and interest - whet her in
construction, healthcare, plunbing, pipefitting or other -
they did not understand or were not aware of the
opportunities. She underscored that the jobs were not only
fulfilling careers, but good mddle-class jobs. She
remarked that it was a probl em because nore skilled workers
were needed. She believed the departnment could not do its
job leading the way for workforce devel opment in Alaska if
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it did not reach individuals early on in their lives,
including talking to parents and counsel ors about careers
in career and technical education.

Conmi ssioner Drygas spoke about difficulties related to
budget cuts and referred to Representative Otiz's question
about the 212 jobs elimnated from the departnent over the
past ten years. She believed Al askans who dealt with the
departnment felt the inpact. For exanple, the departnent
recei ved nunerous conplaints about how it did not respond
qui ckly enough. She wunderscored that the departnment was
strapped for funds; the WAage and Hour Adm nistration had
substantial UG- funds and the departnment was not able to
fill positions as it had in the past. The situation put the
public at risk. She continued that DLWD enforced wage and
hour |aws. She detailed that Occupational Safety and Health
kept Alaska's workers safe and conducted investigations
when situations happened at the workplace. She stressed
that cutting government services hanpered any departnent's
ability to offer the services. The departnent was feeling
the cuts in Wrkers' Conpensation where it had not filled
as many positions as there had been previously.
Additionally, the comm ssioner's office was half the size
it had been when she began the position, which had been
very difficult given the nonunental tasks trying to do as
much as possible with nuch | ess. She tal ked about trying to
manage the workl oad and determ ne how best to utilize staff
and the avail able program funds. She concluded that it had
been difficult.

Representative WIlson remarked that one of the difficulties
was conpetition within the state between the University,
DLWD, DEED, and the private sector, when it cane to
training Al askans. She stated that how they pulled it all
together is "where we really have the savings and where we
could do the best for those who train." She el aborated that
several budgets were involved, which nmade things difficult.
She underscored it was necessary to stop conpeting wthin
the state, to do what was best for everyone, and to do its
strong prograns.

Co-Chair Seaton remarked it was very difficult when a
single departnent inpacted so many other departnments. He
menti oned high schools and where the lines were drawn. He
stated that the crossover points were hard for the
subconmittees to address. He pointed to slide 9 related to
the Workers' Conpensation Appeals Board and the Second
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I njury Fund. He asked where the DGF canme from and where the
funds would go if the prograns were elim nat ed.

2:12: 04 PM

Ms. Harbour answered that the appeals comm ssion was funded
by the W i rkers' Safety Conpensation and Admnistration
Account, which brought in funds from workers' conpensation
premuns; if the state saved noney on the workers

conpensation prograns, it inpacted premunms. The Second
Injury Fund was al so paid through insurance; it was a self-
supported program but it would save enployers noney if
they did not have to fund the program

Co-Chair Seaton asked for verification that the elimnation
of the programs would not nmean the funding could be
diverted to another critical area within the departnent.

Comm ssioner Drygas replied in the negative and explained
that the departnment referred to the noney as WSCAA
[ Workers' Safety Conpensation and Admnistration Account]
funds. The account also funded the W rkers' Conpensation
Di vision and the Qccupational, Safety and Heal th Secti on.

Co-Chair Seaton thanked the department for its presentation
and | ooked forward to additional information during its
subconmi ttee neetings.

2:13:32 PM
AT EASE

2:16:31 PM
RECONVENED

AFY 18 BUDGET OVERVIEW  DEPARTMENT  OF  ENVI RONMENTAL
CONSERVATI ON

2:16:31 PM

Co- Chair Seaton asked nenbers to hold their questions until
the end of the presentation.

2:17:14 PM

LARRY HARTI G  COW SSI ONER, DEPARTMENT OF ENVI RONVENTAL
CONSERVATION (DEC), provided a PowerPoint presentation
titled "Departnment of Environmental Conservation, House
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Finance Conmittee" dated January 27, 2017 (copy on file).
He reviewed the mssion of the departnent, which was to
protect human health and the environnent (slide 3). The
department focused on bringing <clean drinking water,
healthy air, safe food, and no harnful contam nation of the
environment. The departnment achieved its goals by setting
standards and incorporating the standards in pernmts and
pl ans, conpliance assistance and enforcenent, and funding
water and sewer infrastructure throughout the state. The
departnment's total UGF in the governor's proposed FY 18
budget was slightly over $15 million (about one-third of 1
percent of total state UGF). The departnent's total G- (UG-
and DGF conbined) equated to approximtely $0.37 per day
for an Alaskan worker or about $0.17 per day per Al aska
resi dent.

2:18: 31 PM

Comm ssioner Hartig addressed an LFD graph on slide 3 and
reported that the departnent's peak GF spending occurred in
FY 14 and had subsequently been declining. He noted that
the spending was not adjusted for inflation, which would
make the nunbers nore dramatic. The decrease was a result
of sone efficiencies and consolidations, trinmng back sone
progranms, and making some fund swi tches. The departnent had
experienced a 36 percent decline in UG from FY 14 to the
proposed FY 18 budget. He noted that some of the decrease
had been offset by increased fees or other fund swtches.
He detailed that the bar on the right representing FY 18
was conprised of $15 mllion UG and $30 million DG-. He
el aborated that about half of the DG was from the Spill
Prevention and Response (SPAR) Fund (funded by a surcharge
on crude oil production and refined products); the
remai ni ng hal f was made up of other fees.

2:19: 42 PM

Comm ssioner Hartig turned to an LFD bar chart on slide 4
representing all funds. He pointed out that nost of DEC s
budget was for personal services and contract services.
Increases in the budget and areas that nmay not have
declined as nuch as one may expect due to cuts, was
partially due to Ilabor contracts and health costs. He
explained that things had not grown, but health costs
continued to rise.
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Comm ssi oner Hartig t urned to slide 5 titled
"Appropriations wthin the Departnent of Environnenta
Conservation - Al Funds." He pointed to two converging
lines on the |ower right and explained that t he
adm ni strative services line had increased a bit over the
past year, but it reflected cost savings. He detailed that
t he depart nment had been trying to consol i date
adm ni strative services functions wthin DEC. For exanple,
sone Division of Water admnistrative staff had shifted
over to the Division of Administrative Services (directed
by Tom Cherian) in an effort to realize efficiencies
through the consolidation of admnistrative services. The
departnment had also been consolidating admnistrative
services at a state level anong departnents in Shared
Servi ces under the Departnent of Adm nistration.

2:21: 17 PM

Conmi ssioner Hartig advanced to an LFD chart on slide 6
pertaining to G- only. The top line reflected SPAR, which
had remai ned | evel over the past couple of years. He noted
that although the division had taken sone cuts, it had
remai ned relatively steady. He elaborated that SPAR was
funded by the response prevention account (and a snal
anmount of federal funding) and used no UGF. The division
showed a slight increase due entirely to health costs and
sal ary adjustnents resulting froml abor contracts.

Comm ssioner Hartig noved to an LFD graph on slide 7, which
broke down the departnent's budget by fund source. The
departnment's total proposed FY 18 operating budget was
slightly under $82 mllion. Approximately 29 percent or $24
mllion was federal receipts, about 19 percent was DGF from
the prevention account funded by a surcharge on crude oil
and UG- accounted for about 19 percent or $15 mllion or
so. He elaborated that other state funds accounted for
about 16 percent or $13 mllion, whi ch  incl uded
adm nistrative noney from |loan fund progranms, interagency
recei pts, and other m scel |l aneous things.

2:22:46 PM

Comm ssioner Hartig turned to slide 8, which began show ng
the department's various allocations and conponents as
included in the budget book. He relayed the UG- resided in
different areas of the departnment (excluding the SPAR
Division). Undesignated General Funds accounted for 11
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percent of the Division of Ar Qality's budget, 17.8
percent of the Admnistrative Services budget, 41.83
percent of the Division of Environnmental Health, and 29.23
percent of the Division of Water. He stated that because of
the difference in where the UG- resided, it was where the
departnent had | ooked for nore efficiencies and cuts. Slide
8 pertained to the Division of Admnistration, which
i ncluded the Comm ssioner's Ofice. Overall, the division's
funding sources were split equally between UG, DG
federal, and other. He detailed that slightly under half of

the Comm ssioner's Ofice was UG- - the remainder was
f eder al f undi ng. O her conponents  of Adm ni strative
Services had nore DG - portions of DEC s permt prograns

relied on information technology (IT) and other services
and paid their way by putting some funds to Administrative
Servi ces.

2:24:36 PM

Commi ssioner Hartig addressed the Division of Environnmenta
Health on slide 9. He noted it was one of the divisions
that relied on nore UG and had taken sone |arger cuts nore
recently. The first item related to building nmaintenance
and operations for the environnental health lab in
Anchorage. The allocation was statutorily required and was
useful for nunerous purposes including in energencies such
as food borne illness outbreaks or disease in aninal
popul ations. The | ab necessary to quickly track the itens.
The lab was also essential for the seafood industry to
conduct testing of different seafood products (e.g.
shel | fish) before they could be sold. The lab also tested
agricultural products sold out-of-state and to federally
funded institutions |ike schools.

Comm ssioner Hartig turned to slide 10 and continued to
speak about the Division of Environnental Health. He
addressed food safety and sanitation, which was one of the
departnment's core conponents. The division was |largely
supported by fees. The first item under the conponent was
shell fish, which represented one of two areas that was
heavily subsidized by UG (the fees did not cover the costs
of the progranm). He detailed that it was a small industry
and the cost of providing the Iab and other services to the
i ndustry was high due to the type of testing. The division
was currently doing a seafood and shellfish fee study to
determne if the industry could pay any nore - he believed
it would be a subcomm ttee discussion.
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Representative Kawasaki noted there was a shellfish
allocation on slide 10 in addition to a shellfish and food
safety testing allocation on slide 12. He asked if there
was a difference between the two allocations and why they
appeared separately.

Comm ssioner Hartig answered that the shellfish allocation
on slide 10 referred to program staff and the allocation on
slide 12 was for |aboratory services associated with the
testing. The testing was for paralytic shellfish poisoning
(PSP) to determ ne whether there were paralytic toxins in a
product that was being sold. The toxins were potentially
fatal; therefore, the shellfish had to be checked prior to
being sold into comerce. The two increnents cost about
$700,000 total - the fees of about $52,000 represented
about 7 percent of the total cost.

2:27: 47 PM

Comm ssioner Hartig highlighted manufactured food/seafood
processors on slide 10. The allocation required a snall
anount of UG, primarily for the federal match

Co-Chair Seaton asked about the source of the DGF funding
for the manufactured food/seafood processors. Conm ssioner
Hartig replied the fund source was fees.

Vice-Chair Gara reasoned that the budget problens should
not be fixed by sloughing state responsibilities off on
muni ci palities where inappropriate. He spoke to food safety
related to restaurants and bars. He noted the departnent
had conceded it was not able to nmeet federal standards in
terms of the restaurant inspections it conducted. He asked
if the departnment had ever considered transferring the
function over to larger comunities. He remarked that
restaurant inspections were done by comunities in other
states. He wondered if communities would receive the
f eder al mat chi ng f unds if t he responsibility was
transferred.

Commi ssioner Hartig pointed to retail food inspections on
slide 11. The departnent inspected restaurants and other
facilities that processed and served food to the public. He
agreed that in nost other states the task was handl ed at
the county level, whereas in Alaska, the only municipality
responsi ble for food inspections was Anchorage. Cenerally,
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in outlying areas the departnment went out for Federal Drug
Adm ni stration (FDA) inspections (e.g. seafood processing);
therefore, the trips were not a high cost to the state. He
confirmed that the departnment did not inspect at the FDA
recommended rate. He characterized the inspection tines as
opportuni stic. The departnment tried to target the nost at-
risk facilities when it did inspections. He shared that DEC
had considered what it could transfer back to comunities.

Comm ssioner Hartig elaborated when the departnment nmade
cuts it considered what risk was created for the public,
whether a conmmunity could take the responsibility on, or
whet her the public could address an issue. He stated that
it was challenging to evaluate the specific issue because
food borne illnesses were largely unreported and it was
difficult to determ ne how many food-borne illnesses were
prevented by an inspection because the inspection never
happened. All that could be done was to | ook at other areas
of the country that did not do inspections, which was
difficult because inspections were done in nost other
areas, or the issue could be tracked over time. He believed
the responsibility would be difficult to push back to
comunities because if it was not a high priority for the
state it was less likely to be a high priority for
communities. He was concerned that the state would have to
respond when something becane a crisis. He reiterated that
when DEC considered making cuts in any area it |ooked at
what could and could not pushed back to municipalities and
how the risk could be mtigated.

2:31: 22 PM

Vice-Chair Gara observed that nost of the funding for the
increment was DGF. He asked about the fund source and
remar ked that perhaps there was not a significant budget

i mpact .

Comm ssioner Hartig asked if Vice-Chair Gara was speaking
about retail food.

Vice-Chair Gara replied in the affirmative. He stated there
was $1.5 million DG and a | ow anmount of UGF

Comm ssioner Hartig believed the DG was all fees.

Vice-Chair Gara surmised it was largely fee supported.
Conmi ssioner Hartig replied in the affirmative. The
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department was looking at outreach and education. He
reiterated his earlier statenent that when making cuts, DEC
considered the risk the cuts would create and how it could
be mti gat ed.

Representative Pruitt asked if the departnent had the
authority to change fee structures on its own through
regulation or the commssioner's authority (wthout
| egi sl ation).

Conmi ssioner Hartig answered there were two statutes
authorizing the departnent to create and levy fees; both
had restrictions. Sone were restrictions on DEC s direct
cost and the percentage it could recover and sonetines
there were prohibitions on collecting any or a percentage
of the indirect costs DEC could collect. The departnent had
gone back and evaluated the statutes in the past and it
believed in sonme areas fees could be increased wthout
economcally inpacting the related business. In the past
couple of years DEC had worked with the House and Senate
Finance Conmittees on draft legislation to address the
issue. He offered to share the draft legislation with the
committee. He relayed that the departnent was talking with
t he subconmmittee about the issue. He nmentioned that several
years back a bill (HB 140) sponsored by Representative Lora
Rei nbol d had passed, requiring agencies to take a hard | ook
at the economics of any new regulations - DEC did so as
part of its fee evaluation and he believed it was getting
much better at the process.

Co-Chair Seaton relayed his expectation that the departnment
woul d take up indirect expenditures with the subconmttee.
The subcommittee would conme forward with reconmendati ons.

Comm ssi oner Hartig agreed.

2:35:01 PM

Comm ssioner Hartig addressed slide 11 pertaining to public
facilities including pools, spas, and tattoos and body art
facilities. Funding included a significant anmount of
"other"” funds, which included RSA [Reinbursable Services
Agr eement ] funding from the Departnment of Comrerce,
Community and Econom c Devel opnent (DCCED). He detailed
that DCCED collected licensing fees for tattoo and body
art, which was passed on to DEC to conduct inspections. He
remar ked that because it involved needles and contact with
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blood, it <constituted a high-risk from a human health
st andpoi nt.

Comm ssioner Hartig turned to slide 13 and addressed the
dairy program He detailed that program fees did not cover
the service. Costs were approximately $405,700 wth
$405,300 UGF. There were only tw dairy farms; however,
significant oversight was required. He detailed that mlk
was good for human health, but a lot of other things grew
in it, which neant it needed to be carefully watched. The
departnent's overall UG was approximately $15 mllion,
approximately $5 mllion was required for federal matching
funds, about $4 mllion went to basic services (providing a
m nimum | evel of service without the ability to charge a
fee), and about $6 mllion went toward services the
departnment charged a fee for, but the businesses receiving
the service were not able to pay the entire fee. He
el aborated that the $6 mllion went towards subsidizing
industries served by the departnent. He added that the
departnment did not expect all the businesses would be able
to cover the costs.

2:37:16 PM

Comm ssioner Hartig addressed the bottom of slide 13
related to fish tissue testing. The allocation included
approxi mately $307,000 DGF. He considered all the fish
tissue testing to be nore than beneficial - the cost was
covered by ocean ranger fees as a result of an action by
t he House Finance Commttee the previous year (there was no
|l onger any UGF). He noved to slide 14 and spoke to the
drinking water conponent, which included public drinking
water systens serving 25 or nore people. Over the past
couple of years with cuts to the Division of Environnental
Heal th, the departnent had elim nated oversight of drinking
wat er systens serving |ess than 25 people. He remarked that
it was a risk that had been passed on to the people running
those systens and the public they served. About $900, 000
UG- was matched with federal funds. O the $4.3 mllion in
federal funds about $3.5 mllion was the public water
systens managenent grant. The division received a fair
anount of noney from the federal governnent including about
$10 mllion per vyear to subsidize the drinking water
program
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Co-Chair Seaton asked if the 5 percent recovered by costs
was because nobst of the systens were municipal or public
i nstead of private.

Conmi ssioner Hartig answered that there were many snall
systens and communities served by the division. Rather than

charging small communities a fee, the departnent would
prefer for them to use their noney on their systens or
landfill. The departnment had determ ned the area needed to

be subsidi zed based on the size of the comunity and what
they could bear. He highlighted the pesticides allocation
at the bottom of slide 14 that contained no UG He
detailed that the program was funded with registration fees
paid for selling or distributing pesticides in the state
(the pesticide had to be approved for use by EPA).

2:39: 47 PM

Conmi ssioner Hartig addressed the Division of Ar Quality
on slide 15. He pointed out the |ow anount of UG- funding
and remarked that it was a tight-budget division. There
were nunerous division functions that were closely
integrated. He detailed that about $1.4 mllion of the $1.7
mllion UGF was for match and mai ntenance of effort; it was
the mninmum anmount required by the federal governnment to
receive matching funds. He explained it left only $300, 000
to answer neighborhood conmplaints, hold workshops on
controversi al permts, and to deal wth non-permtee
appeals when the departnment could not recover appeals
costs.

Comm ssioner Hartig addressed the Division of Spil
Preventi on and Response, which used no UG- funding. Mst of
the DGF was from the prevention account, which was funded
by a surcharge on crude oil and a small anmount on refined
product. He continued that 5 percent of the division's
budget came from the Cruise Ship Passenger Vessel Fund due
to work SPAR did on contingency plans for the vessels.
There was sone federal funding that helped support the
department's work related to a nunber of f eder al
contam nated sites.

Comm ssioner Hartig addressed the Division of Wter on
slide 17 and pointed to the third row down pertaining to
the Alaska Pollutant Discharge Elimnation System The
departnment had been asked whether there were federally
del egated air or water prograns that DEC could give back to
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save noney. He pointed out that the system was largely fee
supported, nmeaning it would not save DEC nobney to give the
program back. The system received a small anmount of federal
funds and $636,000 UGF. He explained that if prinmcy was
given back to the federal governnment, a state program woul d

still be necessary due to state statutes requiring state
i ssued wastewater discharge permts. Additionally, if EPA
took the program back, the state would still have to

certify the EPA's permts consistent with state |aw under
Section 401 of the Clean Water Act; it was the only way to
authorize m xing zones. He continued that just about any of
the public's wastewater treatnent systenms had m xi ng zones
that EPA could not authorize. He did not believe the
program coul d be operated at a | ower cost.

2:42: 29 PM

Vice-Chair Gara referred to the two state statutes taking
primacy from the federal governnent. He recalled that one
of them involved roughly $2 nmillion costs the state
absorbed by taking over primacy. He asked how it would not
save the state noney to return prinacy.

Comm ssioner Hartig answered that the details could be
di scussed with the division director during subconmttee
neetings. He did not believe returning primcy to the
federal government would save the state nobney because a
state program would still be required. He continued that
because nmuch of the program was covered by fees and federal
funds, it would not save the state significant UGF funding.
He noted that slide 18 showed additional UGF funding for
conpliance. He surmsed that if the state gave primacy back
to the federal governnent, the state could opt to cut back
on conpliance to save noney. The departnment was cutting
back conpliance to a degree because it was doing |ess
travel. He pointed out that the proposed FY 18 budget
showed a UG- cut for travel, neaning there would be fewer
i nspections. He stated it was a balance and believed it
would take nore than nerely giving primcy back to the
federal governnent to cut UGF

2:44:17 PM

Conmi ssioner Hartig returned to slide 17 and detail ed that
t he engi neering support and plan review conponent received
$1.4 million UG. He specified the work for onsite systens
included leach fields and other. The departnment was trying
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to find ways to reduce UG- without inpacting the private
sector or the sales of hones needing system certification
He el aborated that DEC had established a stakehol der group
that would try to identify ways to scale back work done by
DEC, by sending work to the private sector or discontinuing
things that would not create risk or problens for the sale
of properties. The group was actively working on the issue,
but it would be one or two years before savings could be
realized.

Conmi ssioner Hartig noved to slide 18 and spoke about
surface water standards and assessnment. The allocation
i ncluded $660,000 UGF that was alnpbst entirely matched by
federal funds. The cruise ship allocation was entirely all
DGF supported by the Cruise Ship Passenger Vessel and Ccean
Ranger Funds ($4 per berth).

Comm ssioner Hartig noved to slide 19 and continued to
address the Division of Water. The division had a facility
construction conponent, which included the Village Safe
Water Municipal Gant Loan Program and the Revolving Loan
Fund Progranms. He detailed that the Village Safe Wter
Muni ci pal G ant Loan Program was funded with 75 percent
federal and 25 percent state noney. He detailed that the
Revol ving Loan Fund Program was |arger than nost people
realized and housed approximately $700 mllion, which
i ncluded outstanding |oans and cash. The state received
grant funds annually from the federal governnent that the
state used to loan for water and sewer projects around
Al aska. The loans went to all-sized communities and he
noted that Anchorage had relied heavily on the program over
t he years.

Comm ssioner Hartig continued that over the past couple of
years, the departnment had taken a portion of the |[oan
receipts it received to cover the admnistrative costs of
the program neaning UG funding had been elimnated and
the funding source had beconme "other."™ The Village Safe
Water Munici pal G ant Loan Program and drinking water were
funded by the loan prograns. He stated that the village
safe water program was doing well - there was no noney in
the governor's proposed capital budget for the program
which nmeant nore communities would be reliant on the
revolving loan fund program The departnment was paying
attention to ensure communities did not fall through the
cracks in their ability to receive funds for water and
sewer.
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Comm ssioner Hartig addressed operations assistance at the
bottom of slide 109. The allocation funded renote
mai nt enance workers that helped communities when their
water and sewer systens began failing (typically in
villages). The allocation was primarily funded with federal
nmoney and had a smaller portion of UGF funds required for
federal match. He elaborated that the allocation also
included the operator certification program which brought
in sonme fees.

2:48: 05 PM

Representative Otiz asked if Conmssioner Hartig had
testified that it may be a long-term goal to require nore
from the farnmers to cover the costs of the shellfish
testing conducted by DEC.

Comm ssioner Hartig replied that the departnent was
currently doing the economc analysis and it would talk

with the industry, which was small. The industry contained
vari ous conponents including gooey ducks, farners, and
people collecting in naturally growing areas. The

departnment would ook at the issue as closely as needed to
avoid hurting the industry.

Representative Otiz remarked it was a conplaint he had
heard from his constituents. He asked for verification that
the testing center was in Anchorage.

Comm ssioner Hartig replied in the affirmative.

Representative Otiz stated that there was considerable
turnaround time for individuals harvesting gooey ducks or
other products in Southeast prior to receiving testing
results. He asked if the departnment had considered | ooking
at the cost of the testing facility and whether a lab could
be in closer proximty to the industry.

Comm ssioner Hartig answered there was a lab in Southeast
funded with federal grant noney that was trying to
establish a local l|ab. The departnent supported the idea
He el aborated that DEC was providing the service for the
public and it would be great if sonmeone else, private
industry 1in particular, could provide the service. He
stated that PSP was fairly preval ent throughout Al aska; it
was particularly challenging in sone parts of Southeast
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near Haines, in Kodiak, and out in the Aleutian Chain. The
poi son was seen in butter clans, Dungeness crab, and in
gooey ducks. The poison was wunpredictable; it could be
present one day and gone the next. He stressed the
necessity of testing the area when harvesting; it was not
possible to assune that because it was absent the previous
year that it would be absent in the current year. He
underscored the negative inpact on Alaska's seafood
reputation that would occur if contam nated seafood was
shi pped out and a person becane sick and died. He relayed
that the testing was expensive - it required sending a
sanple to the Anchorage lab, it was then ground up and
injected into mce to see the effects. He continued that
before farnmers could harvest they waited to receive the
results, which nmade the timefrane tight. The work was
substantial, and DEC collaborated with FDA and industry to
|l ook at alternatives, but they were not there yet; the
alternative had to work, due to the danger of the
situation.

2:51:48 PM

Co- Chair Foster asked if Comm ssioner Hartig had nentioned
the shifting of paying for the service with cruise ship
f unds.

Comm ssioner Hartig replied in the negative; however, the
departnment was |looking at trying to offset sone of the UGF
with Cruise Ship Passenger Vessel Funds, which was DG-.

Representati ve Thonpson asked about how nuch it cost to do
PSP testing and what portion was covered by the state.

Conmi ssioner Hartig believed the testing was about $140 per
sanple. The lab and oversight cost was about 7 percent
overall. The $140 testing cost was covered by the industry.

Co- Chair Seaton thought the state was the |argest user of
white mce in the world.

Comm ssioner Hartig answered that the departnment used a
substantial nunmber of m ce.

Co-Chair Seaton hoped new chemcal testing would be

avai l able soon that would enable the state to get out of
the current nethod.
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2:54:05 PM
AT EASE

2:55:40 PM
RECONVENED

AFY 18 BUDGET OVERVI EW DEPARTMENT OF ADM NI STRATI ON

2:55:49 PM

SHELDON FI SHER, COWM SSI ONER, DEPARTMENT OF ADM NI STRATI ON
(DA , provi ded a Power Poi nt presentation titled
"Departnment of Admnistration Overview' dated January 27,
2017 (copy on file). Relayed his intent to prioritize
slides. He noved to an organi zational chart on slide 3. The
departnment's primary mssion was to provide efficient
support services to other state agencies. The boxes
hi ghlighted in green showed services DOA provided to other
state agencies, the blue boxes showed services provided
directly to Alaskans, and the gray boxes reflected boards
and comm ssions that the departnent helped facilitate
adm ni stration. The department was responsible for the
information technology (IT) function; finance; |easing,
procurenent, travel admnistration, and accounts payable
were perfornmed by General Services and Shared Services,
which were nerging into one division; the Division of
Retirement and Benefits provided benefits for active
enpl oyees and the retirenent plan and program for retirees;
and the Division of R sk Mnagenent, which included
i nsurance, property managenent, and workers' conpensati on.

2:58: 00 PM

Comm ssioner Fisher noved to slide 4 and addressed the
departnment's share of total agency operations, G- only. He
poi nted out that GF accounted for slightly over 2 percent
of the departnent's budget; the funds had peaked in FY 15
at $111 mllion and were down to about $99.5 million (a
decline of alnpbst $12 mllion). Slide 5 showed a
conmbination of UG and DG- for each of the departnent's
di visions (ranked by anount). The Ofice of Public Advocacy
(OPA) and the Public Defender Agency (PD) were at the top
end of the list. The two agencies had remained relatively
flat between FY 15 and FY 18 at about $50 million. He noted
that the departnent had attenpted to protect the two
di visions and believed in the inportance of their work. The
UG- portion of the agencies' budget was down by about $2
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million between FY 15 and FY 18. He continued that the DG-
portion was up by about $2 million. He added that in FY 18,
the two agencies had about $46.5 mllion in UG- He
remarked that the $2.4 mllion DG may or may not happen.
He el aborated that the agencies were able to collect fees
in certain circunmstances from individuals, but sonetines
the collection of those fees was difficult. The reduction
of the Permanent Fund inpacted the situation; if
individuals did not pay their fees the state could garnish
their Permanent Fund, but as the fund declined, the state
struggled to recover the noney. He relayed that although it
did not appear there had been a cut, there had been sone
reductions to the two agenci es.

Comm ssioner Fisher highlighted the Dvision of Mtor
Vehicles (DW) as the second item on the list (slide 5).
The DW was funded entirely with DG associated with fees
collected by the division. The Alaska Ql and Gas
Conservation Comm ssion (AOGCC) was third on the |ist and
was funded entirely by industry receipts. The State of
Al aska Tel ecommuni cati ons System (SATS) and the Al aska Land
Mobi |l e Radio System (ALMR) were fourth on the list and were
responsible for providing energency teleconmunication
services to first responders in the state. The two prograns
were funded primarily by UG - the state was able to
collect a small anobunt from various network users and the
f ederal government.

3:01: 34 PM

Comm ssi oner Fisher continued to address the list on slide
5. He pointed out that the departnent adm nistered public
television [shown as seventh on the list]. He asked a
col | eague to speak to the upcom ng slides.

CHERYL LOWNENSTEIN, D RECTOR, DIVISION OF ADM N STRATI VE
SERVI CES, DEPARTMENT OF ADM NI STRATI ON, addressed slide 6,
which included the departnent's budget by all funding
sources. She discussed that DOA provided services to state
agenci es, the bulk of the departnent's expenditures
appeared in the contractual |ine for products and services.
Most of the remaining budget went to personal services for
people helping to provide the services. She noved to slide
7 including GF appropriations only. She pointed to |egal
and advocacy services at the top of the appropriation |ist
and relayed that the conponent carried the lion's share of
UGF. The second item was DW, which carried the bulk of
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recei pts recei ved by t he depart ment. Centralized
Adm ni strative Services was the third in line and included
a nunber of l|arge divisions such as Finance, Personnel and
Labor Rel ations, and Retirenent and Benefits. The AOGCC was
the next in line and was based on receipts.

Ms. Lowenstein turned to slide 8 and addressed the
departnent's appropriations al | f unds. Centralized
Adm ni strative Services was at the top of the budget Iist
because it carried the bulk of services provided by the
departnment (e.g. personnel, finance, and others nentioned
previously). Shared Services was a new initiative operated
by the departnment - the bulk of the funding source was
i nteragency receipts. She detailed that the departnent
charged agencies for services it provided. Legal and

advocacy were third in line and accounted for the
departnment's G-. The Ofice of Information Technol ogy
appeared fourth on the |list and was another of the
departnent's initiatives - it was also a chargeback and

paid with interagency funds.

3:04:19 PM

Ms. Lowenstein noved to slide 9 and addressed DOA funding
conparison by fund group. The departnment received a snall
anount of federal funds, which were hardly visible on the
bar chart. Federal funds were generally for specific
purposes - DW received a snmall anount and ALMR received a
smal | anount to receive funds fromthe [U S.] Departnment of
Def ense for the maintenance of the ALMR system | nteragency
recei pts made up the "other" state funds. She detailed the
i nteragency receipts nmay be sonmething like the Internal
Services or Public Building Fund; it was the nechani sm DOA
used to charge and receive from ot her agencies. The bul k of
the departnent's DG was DW and AOGCC, whereas UGF was
primarily OPA and PD.

Comm ssi oner Fisher advanced to slide 10 pertaining to the
Division of Finance. The division was responsible for
managi ng the IRIS [Integrated Resource Information System
accounti ng system ALDER [ Al aska Dat a Enterprise
Reporting], and for producing the Conprehensive Annual
Fi nanci al Report (CAFR) and wvarious audit conpliance
reports as required. He noted the division worked with LFD
to conplete the audit. The division's budget was
approximately $10.8 mllion, split roughly 50/50 between GF
and other funding. He noted that "other" generally referred

House Fi nance Conmmittee 29 01/ 27/ 17 1:32 P. M



to interagency receipts received from other agencies. He
pointed to a colum showi ng the percent of costs associated
with fees and relayed that fees collected by DOA were
typically from other agencies (with the exception of DW
and AOGCC). The division housed 45 enpl oyees who were split
roughly one-third/two-thirds bet ween accounti ng and
adm ni strative functions respectively.

3:07: 24 PM

Conmi ssioner Fisher turned to slide 11 and addressed the
Di vi sion of Personnel and Labor Relations. He addressed the
Di vision of Personnel first and shared that it had a $12
mllion budget, the mjority of which was paid through
i nteragency receipts (there was only a nodest anount of UGF
received). There were about 120 enployees, nost of whom
were in the Payroll Services section and were responsible
for getting the weekly payroll out. He remarked that the
state's payroll was relatively conplicated and included a
nunber of exceptions. Earlier in the week, DOA had |aunched
a new HR [Human Resources] nodule to IRIS and the hope was
to get better information into the systemin order to have
| ess manual processing of payroll, which would hopefully
reduce cost and personnel. The division was also
responsi ble for performng classifications and conducting
trai ni ng.

Comm ssioner Fisher noved to slide 12 and continued to
address the Division of Personnel. The Enployee Planning
and Information Center (EPIC) provided record keeping and
reporting. The division also housed the Anericans wth
Disability Act (ADA) and Statew de Recruitnent. The | abor
relations portion of the division had a budget of about
$1.3 million (all UGF) and seven staff who were responsible
for maintaining the state's relationship wth bargaining
units and for bargai ning agreenents as they arose.

3:09: 37 PM

Comm ssi oner Fisher spoke to the Division of Retirenent and
Benefits (DRB) on slide 13. He relayed that the division's
budget was  al nost $18 nmillion wth 115 enpl oyees
responsi ble for handling the benefits for active enployees
and retirees. He pointed to the bottom of the slide and
relayed that the departnment used Aetna to admnister the
heal thcare plan. He noved to slide 14 and addressed the
Division of R sk Mnagenent. The division was responsible
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for the administration of the departnent's insurance
prograns for its third-party property insurance (shown in
the second row). The bulk of the division at alnobst $32
mllion was workers' conpensation and other cl ai s
managenent functions. The division had a budget of about
$40.8 mllion, with five staff.

Conmi ssi oner Fisher advanced to slide 15, which continued
the Division of R sk Mnagenent. The allocation included
0.5 positions wth the responsibility of revi ewi ng
contracts to ensure the departnments had proper insurance.
Part of workers' conpensation involved a Return to Wrk
program The program acknowl edged that perhaps individuals
could not return to their previous job, but there was
light-duty work that could add value to the state, while
enabling the individuals to be productive.

3:11: 35 PM

Comm ssi oner Fisher addressed Shared Services on slide 16.
The depart nent was working to centralize functions
performed by all agencies and to redesign the process to
i nprove efficiency.

Co-Chair Seaton relayed the conponent could be addressed
during subconm ttee neetings.

Commi ssioner Fisher noved to slide 17 and discussed the
Ofice of Information Technol ogy. The department had an IT
initiative underway that was simlar to the Shared Services
approach. The two initiatives had not been conbi ned because
of the specialized nature of IT. He reported that DOA had
hired a new C O who had begun work the previous day. The
total ETS [Enterprise Technol ogy Services] budget was about
$47.5 mllion. He pointed to the allocation for the new
chief information officer with two staff. He detailed that
| T staff from other departnents would be transferred into
the organization beginning in FY 18. The remai nder of the
all ocations pertained to current operations. The first was
a database function (the mainframe and associ ated dat abases
and the Oracle and Sequel databases, in addition to a
nunber of applications). The allocation included about 18
enpl oyees with a budget of about $4.2 mllion.

3:14: 05 PM
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Comm ssi oner Fisher continued to address IT on slide 18. He
detailed that Data Center and Hosting Services hosted
services related to its servers and virtual servers offered
to other departnments. The allocation included 29 people and
a budget of about $15 mllion. Network Services had a
budget of $12 mllion with 12 enpl oyees responsible for the
state's wide area network (connectivity between all the
state offices), which included major and satellite offices
around the state. He noved to the Security allocation with
a budget of $3.3 nmillion and 9 enployees. The
adm ni strative allocation was approximately $3 million with
18 enployees and included procurenent, fiscal, and
| eadership functions. He addressed SATS and ALMR on slide
19 with a total cost of about $6.7 mllion UG, $1.9
mllion in federal funds, and a nobdest anmpunt from ot her
users. The SATS portion was about $4.4 nmllion and ALMR
accounted for about $3.2 mllion.

3:15: 54 PM

Comm ssi oner Fi sher addr essed t he departnment's
Adm nistrative Services Division briefly on slide 20. The
division enployed 13 individuals with a budget of about
$2.6 mllion. He turned to the DW on slide 21. The
di vision included about $16.5 mllion DG (fees collected
from state residents) with 149 full-time and 5 part-tine
enpl oyees.

Co-Chair Seaton pointed to $151,200 in other funds and a
note on the slide reading that other funds were
uncol | ectible. He asked for detail.

Ms. Lowenstein answered that it pertained to interagency
recei pts. The division thought it had the need for the
funds at one time with an agreenment with DWA [ Depart nent
of Mlitary and Veterans Affairs], but the agreenent had
not cone to fruition and the funds were unrealizable (there
was nothing to bill an agency for).

Comm ssi oner Fisher turned to the Ofice of Public Advocacy
on slide 22. The office function was approximately 30
percent crimnal work and 70 percent civil work. The
crimnal work was associated with providing representation
in cases where the public defender was conflicted out.
Cvil work was primarily associated with public guardi ans -
providing a guardian for wards of the state, adults unable
to care for thenselves, guardian ad litem and the Court

House Fi nance Conmmittee 32 01/ 27/ 17 1:32 P. M



Appoi nted Special Advocate (CASA) program for foster
children. The Court Visitor allocation involved providing
work for the court around the effectiveness of the guardi an
program The G vil Custody program was conparable to the
guardian ad litem program but it applied when parents were
getting a divorce and the situation becane particularly
chal l enging for children. He addressed the Child in Need of
Aid (CINA) allocation where representation was provided to
parents when there was a question about whether the
children shoul d perhaps be taken out of the hone. He noted
that the departnent's work to provide crimnal services was
court mandated (the sane applied to guardianship cases).
The departnent provided sone elder fraud support for elders
who had been defrauded of sone of their assets - the
department represented individuals in a civil action to try
to recover assets.

3:19:47 PM

Representative WIson asked for clarification related to
representation for CINA cases. She thought Comm ssioner
Fi sher had nentioned representation for crimnal cases as
wel | .

Comm ssi oner Fisher corrected that he had neant that CINA
cases were simlar to the crimnal defense cases; the
departnment was representing a parent as ordered by the
court. He had not neant to inply that the [CI NA] cases were
crimnal in any nature.

Representative WIson asked if the wirk was done by
conflict attorneys. She nentioned public defenders and
guardian ad litem and was trying to determ ne where "this
fits wwth the parents.”

Comm ssioner Fisher answered they were civil cases. He
stated it was not only a conflict. The cases involved an
action involving the famly; if the famly could not afford
an attorney the departnment woul d provi de one.

Representative W/ son spoke about senmantics related to the
t erm nol ogy. She stated t hat t he public def ender
represented one of the parents - she referred to the other
attorney as a conflict attorney. She asked for verification
that "these are the other attorneys that aren't the public
defenders for the other parent in these cases."”
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Comm ssi oner Fisher replied "right."

Co-Chair Seaton asked for clarification on the term CI NA
Comm ssioner Fisher replied it stood for Child in Need of
Ai d.

Comm ssi oner Fisher addressed the Public Defender Agency on
slide 24. The agency had a budget of nearly $26 nillion
with approximately 170 enployees. The budget was broken
dowmn by crimnal trials, civil trials (predomnately Cl NA
cases), and appeal s.

3:22:15 PM

Comm ssioner Fisher relayed that the last slides of the
presentation pertained to boards and conm ssions. He
suggested skipping the slides and taking questions on the
overal | presentation.

Co- Chair Seaton asked about slide 25 under the Ofice of
Adm ni strative Hearings. He pointed to the WCAC Recruitnent
all ocation that had been listed as "status quo." He asked
if the designation neant the allocation had not addressed
its mssion.

Comm ssi oner Fi sher answer ed t hat t he Ofice of
Adm nistrative Hearings was tasked by statute to recruit
menbers of the workers' conpensation board and comm ssion

He surmsed the designation indicated that either the
guestion was not relevant or that it served all Al askans.

Co-Chair Seaton noted that the allocation only required a
one-tenth of one enployee. He asked for verification it was
not interfering with the departnent’'s work.

Comm ssioner Fisher believed the statenent was fair,
although the Ofice of Adnmnistrative Hearings would say
that "these kind of little things" are a nuisance factor.
The allocation was |listed as one-tenth of an enployee, but
it was primarily the director who spent tine on the issue.

Representative WIlson remarked that sonetinmes state
functions were in silos. She referred to CINA cases that
involved DOA, the Court System and the Departnent of
Health and Soci al Services (DHSS). She stated the
adm ni stration was spending alnost $15 million UG on the
cases per year
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Conmi ssi oner Fi sher asked f or verification t hat
Representative WIlson was adding the $5.4 mllion for OPA
and the $4.8 mllion for the PD

Representative WIson answered that she was al so including
the guardian ad litemallocation of $4.6 nillion.

Comm ssioner Fisher clarified the guardian ad litem were
not necessarily CINA and were associated primarily wth
foster children.

Representative WIson remarked that every CINA case had a
guardian ad litem She detailed that once a child was taken
by the Ofice of Children's Services (OCS), the child was
appointed a guardian ad litem until they were adopted. She
observed that "those all are within that departnent."

Comm ssi oner Fisher agreed. He specified that it nmay not be
only in the duration of the CINA case. There was an ongoi ng
relationship if the child was taken out of their hone.

3:25:50 PM

Representative WI|son disagreed. She stated that OCS had
legal custody of a child until they were adopted. She
stated that the guardian ad litem remained with a child

until adopti on.

Conmi ssioner Fisher agreed and clarified that he had been
trying to say the sane thing. He elaborated that the
representation of a parent nmay last a shorter tinmefrane,
whereas, the guardianship energed from the preceding and
had a | onger life.

Representative WIson stated it was not possible to only
ook at the $15 mllion increnment. There would be another
budget anmount in DHSS and the Court System

Co-Chair Seaton agreed that famlies in disruption were
expensive to the state.

Representative WIson added she wanted to get them back
t oget her.

Co-Chair Seaton agreed and wanted to take care of the
children. Separately, he noted that healthcare was the
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bi ggest cost driver in alnbst every departnent. He expected
DOA to talk with the subconmttee about how it planned to
reduce the cost of healthcare whether through prevention or
ot her neans. He stressed the inportance of initiatives to
reduce the poor health of Al askans.

Comm ssi oner Fi sher agreed.

Co- Chair Seaton discussed the schedule for the follow ng
week.

#
ADJ OURNVENT

3:28: 33 PM

The neeting was adjourned at 3:28 p. m
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